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with only a few months left until the end of the year, markets are nervous about several
issues that remain outstanding before year end. The state of the US economy going into
the election, timing of the us fiscal bill and whether we could expect more stimulus
from Europe as it tries to tackle the rise in Covid-19 cases. In this blog, we will aim
to address the current state of some of these affairs and provide some insight into
factors investors may want to consider when thinking about these key topics.

Let’s start by addressing some of the key debates concerning the US in October.
1. Dpoes the US economy need more stimulus?

If we consider the US economic data, while we seen increases in the monthly US GDP data
for the past few months and the US unemployment rate appears to be falling from the peak
levels seen April, the downward trend in weekly 1initial jobless claims which offer a
better picture of the state of the Tabour market, appears to be stalling. This figure
has remained persistently high at above 800,000 a week since the middle of March 2020.
If we look at the US economic picture, particularly at the Tabour market, fixed income
markets have been pricing in more stimulus getting approved by Congress for some time
but the key question on investors’ minds remains to be whether it will happen before the
election or after.

2. Could a stimulus package get approved before the USs election?

It has been a rollercoaster week in terms of the US reaching agreement on a new fiscal
stimulus package before the November Election. Around the 6th of October, President
Trump requested the administration to stop negotiations with the House until after the
election and this sent US Treasury yields Tower. As the week progressed, the situation
quickly changed with the administration opening negotiation discussions again. And on
Friday the 9th of oOctober, President Trump boosted his offer for a new fiscal stimulus
package from $1.6 trillion to $1.8trillion. we are still in a gridlock situation because
the Democrats in the House who have been pushing for a much higher $2.2 trillion in
new spending plus several issues that remain unresolved. 1 Two major issues are around
an agreement on a strategic plan to tackle the virus and around the level of support
that will be deployed to state and Tocal governments 1in addition to several other
unresolved topics. Both sides need to come to an agreement on the bill before it could
reach to the next stage which will require the support of the Republican-held Senate.
while we cannot rule out the idea of a stimulus bill before the November
election, it is becoming less likely given the number of outstanding issues and
the tight timeframe before the US election.
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3. what factors could impact the uUs dollar?

If we get a surprise with a stimulus package approved before the election we could see
some strength in the US dollar but ultimately election results and any potential policy
implications will weigh into year-end.

Now turning over to the continent where the European Central Bank (ECB) appears 1in no
hurry to increase the size of the Pandemic Emergency Purchase Programme (PEPP) envelope
in the near term. During this crisis, the ECB reacted very quickly to Tlaunch fiscal
stimulus amid the Covid-19 crisis compared to prior crisis faced in Europe. The ECB
Taunched the PEPP in March 2020 at 750 bn Euro. Shortly after, the ECB quickly realized
it was not enough and expanded PEPP by another 600 billion in June. Now at the Tlast
Monetary Policy Meeting (MPC) in Sept, the ECB left both interest rates and the size of
the PEPP envelope unchanged at €1.35trn Euros. And they indicated that they are in no
hurry to increase the size of the PEPP. It appears from the tone of the last meeting,
that unless there is a drastic change in the economic data coming out of Europe that the
ECB is Tess Tikely to make a drastic change to the size of the PEPP.

4. what can investors expect from Europe before year-end?

Given the yield Tevels noted in Italian and Spanish Sovereign bonds, investors do not
seem concerned about any lack of ECB firepower right now.2 we continue to see strong

performance in European Sovereign bonds year to date3 and 1in particular Italian
government bond yields have generally gone Tower since the PEPP was Taunched. The
overall ECB stance remains supportive of the European economy and the market is awaiting
the new European Union (EU) bonds expected to be issued at the end of October to fund
the Support for Unemployment Risks 1in an Emergency programme (SURE) which aims to
provide support to the Tlabour market in EU countries. The New EU bond <issuance is
expected to support Europe amid the crisis and is estimated to provide around 850
billion euro of new EU bond dissuance over the new few years. For the EU this is
certainly a monumental step towards a more unified Europe and a path towards recovery

amid the health crisis.?

5. what factors could impact the Euro?

As we enter the flu season, if we continue to see an upward spike in Covid-19 cases tied
to a rise 1in Tlocalized lockdowns this could hinder growth prospects for the fourth
quarter but the market will be heavily watching the Brexit discussions and -ts
implications on the Euro.
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Important Information

Marketing communications issued in the European Economic Area (“EEA”): This
document has been issued and approved by WisdomTree Ireland Limited, which is authorised
and regulated by the Central Bank of Ireland.

Marketing communications dssued in jurisdictions outside of the EEA: This
document has been qissued and approved by WisdomTree UK Limited, which 1is authorised and
regulated by the uUnited Kingdom Financial Conduct Authority.

wisdomTree 1Ireland Limited and WwisdomTree UK Limited are each referred to as
“WisdomTree” (as applicable). our cConflicts of Interest Policy and Inventory are
available on request.

For professional clients only. The information contained in this document is for
your general information only and 1is neither an offer for sale nor a
solicitation of an offer to buy securities or shares. This document should not
be used as the basis for any investment decision. Investments may go up or down
in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should
be based on the information contained in the appropriate prospectus and after
seeking independent investment, tax and legal advice.

The application of regulations and tax 1laws can often lead to a number of
different interpretations. Any views or opinions expressed in this communication
represent the views of wisdomTree and should not be construed as regulatory, tax
or Tlegal advice. WisdomTree makes no warranty or representation as to the
accuracy of any of the views or opinions expressed in this communication. Any
decision to invest should be based on the information contained 1in the
appropriate prospectus and after seeking independent investment, tax and Tlegal
advice.

This document is not, and under no circumstances is to be construed as, an advertisement
or any other step in furtherance of a public offering of shares or securities in the
United States or any province or territory thereof. Neither this document nor any copy
hereof should be taken, transmitted or distributed (directly or 1indirectly) into the
United States.

Although wisdomTree endeavours to ensure the accuracy of the content in this document,
wisdomTree does not warrant or guarantee its accuracy or correctness. Where WwisdomTree
has expressed its own opinions related to product or market activity, these views may
change. Neither wisdomTree, nor any affiliate, nor any of their respective officers,
directors, partners, or employees accepts any liability whatsoever for any direct or
consequential Toss arising from any use of this document or its contents.
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