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Risk assessment: Japan, oil, euro

Weekend headlines

- Nuclear crisis in Japan has not escalated further, some apparent progress instead
- Western-led coalition enforces no-fly zone in Libya

- Losses for German coalition parties in regional election ahead of EU summit

Risks to global growth
Three major risks to our positive outlook for the world economy and global markets
have emerged so far this year: Japan, oil and the ongoing euro debt crisis.
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Understanding Germany —
a last golden decade ahead
13 October 2010

Global outlook 2011:

> Japan: Regional disasters distort the quarterly pattern of regional activity, but do = The rock’n’roll recovery
not change the global growth trend. That was the lesson from previous disasters | 4 January 2011
such as the Kobe earthquake (1995), Hurricane Katrina (2005) and even
Chernobyl (1986). In Japan, the worst-case scenarios (full-scale evacuation of . X
Tokyo; giant nuclear cloud threatening regions far away) have not materialised 8n t.h € rlg.ltlltl ttl;id](é
so far. The less bad nuclear news from Japan over the weekend suggests that we oping wi € buropean
can still classify the events there as a regional natural disaster with very limited debt crisis
impact on the world economy except for some short-term supply chain 08 February 2011
disruptions and a likely knee-jerk wobble in global confidence indicators.

. o ) Forecast update:

» Oil: The surge in oil prices in January and February reflected largely an il s, S ECien sl
unexpectedly strong bounce in the global economy. Such a demand driven spike r(;wth !
in energy prices and hence in the overall price level is a consequence of and not a g‘ 4 March 2011
threat to global growth as long as central banks do not overreact, which they do
not seem to be doing. A major disruption of oil supply from the key producers
around the Persian Gulf would be different, though. It could trigger a bout of
stagflation in the oil-importing world. Whether the military action against
Gaddafi that started over the weekend has raised or reduced the hypothetical To receive these and other
risk of a major civil war in the Gulf region and hence a protracted disruption to = reports, please contact your
global oil flows is hard to judge for an outsider. The risk needs to be watched. | Berenberg sales representative
But it has not materialised. The events in Libya itself (2% of global oil output pre-
crisis) do not jeopardise the global economic outlook.

> European debt crisis: So far this year, Europe has contained the crisis even better

than expected at the end of 2010. Whereas small Portugal is trundling towards a
likely bail-out more slowly than projected, much bigger Spain has moved a little
away from the brink. As EU leaders get ready to agree on a more comprehensive
anti-crisis package, the key hypothetical risk remains that the German
parliament may refuse to ratify the compromises which Merkel looks set to strike
at the 24-25 March EU summit. The debate within the parties backing Merkel
remains lively. Still, the risk that the German parliament may trigger a potential
Lehman-type financial crisis by saying “no” to an enhanced euro rescue shield
continues to look small. The parties backing Merkel, notably the small and
somewhat Euro-sceptic FDP, lost votes at the regional election in Saxony-Anhalt
on Sunday. This highlights the risk that Merkel may also lose the more important
election in the CDU heartland of Baden-Wiirttemberg next Sunday. However,
nuclear issues (and the fate of a railway station in Stuttgart) seem to dominate
the state election campaigns. Regional election setbacks will probably not affect
the euro policies of Merkel and the parties backing her in a major way.

On balance, we maintain our medium-term positive outlook for the world

recovery, that is in an economic recovery that is rocky but keeps on rolling despite
some serious obstacles in the way. A very aggressive monetary policy is working.

economy and global markets. Of course, the events in Japan and higher oil prices = 21 March 2011
will probably be a modest drag on global growth for a few months. Leading | Dr Holger Schmieding
indicators are likely to retreat for a while. But we still seem to be in a rock'n'roll = Chief Economist
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Disclaimer

This document was compiled by the above mentioned authors of the economics department of Joh.
Berenberg, Gossler & Co. KG, Berenberg Bank. Berenberg has made any effort to carefully research
and process all information. The information has been obtained from sources which we believe to be
reliable such as, for example, Thomson Reuters, Bloomberg and the relevant specialised press.
However, we do not assume liability for the correctness and completeness of all information given.
The provided information has not been checked by a third party, especially an independent auditing
firm. We explicitly point to the stated date of preparation. The information given can become incorrect
due to passage of time and/or as a result of legal, political, economic or other changes. We do not
assume responsibility to indicate such changes and/or to publish an updated document. The forecasts
contained in this document or other statements on rates of return, capital gains or other accession are
the personal opinion of the author and we do not assume liability for the realisation of these.

This document is only for information purposes. It does not constitute a financial analysis within the
meaning of § 34b or § 31 Subs. 2 of the German Securities Trading Act (Wertpapierhandelsgesetz), no
investment advice or recommendation to buy financial instruments. It does not replace consulting
regarding legal, tax or financial matters.

© Joh. Berenberg, Gossler & Co. KG, January 2011

Reprinting, reproduction — also partly — as well as the circulation of this document are subject to our
explicit, written permit.

Remarks regarding foreign investors

The preparation of this document is subject to regulation by German law. The distribution of this
document in other jurisdictions may be restricted by law, and persons, into whose possession this
document comes, should inform themselves about, and observe, any such restrictions.

United Kingdom
This document is meant exclusively for institutional investors and market professionals, but not for
private customers. It is not for distribution to or the use of private investors or private customers.

Competent supervisory authority
Bundesanstalt fiir Finanzdienstleistungsaufsicht - BaFin - (Federal Financial Supervisory Authority),
Graurheindorfer Strafle 108, 53117 Bonn and Lurgiallee 12, 60439 Frankfurt am Main, Germany
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