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Horizon Handout — Capital Market Outlook
Disclaimer BERENBERG

PARTNERSHIP SINCE 1590

This information is a marketing communication. This information and references to issuers, financial instruments or financial products do not constitute an investment
strategy recommendation pursuant to Article 3 (1) No. 34 Regulation (EU) No 596/2014 on market abuse (market abuse regulation) nor an investment recommendations
pursuant to Article 3 (1) No. 35 Regulation (EU) No 596/2014, both provisions in connection with section 85 (1) of the German Securities Trading Act (WpHG). As a
marketing communication this document does not meet all legal requirements to warrant the objectivity of investment recommendations and investment strategy
recommendations and is not subject to the ban on trading prior to the publication of investment recommendations and investment strategy recommendations. This
document is intended to give you an opportunity to form your own view of an investment. However, it does not replace a legal, tax or individual financial advice. Your
investment objectives and your personal and financial circumstances were not taken into account. We therefore expressly point out that this information does not
constitute individual investment advice. Any products or securities described may not be available for purchase in all countries or only in certain investor categories. This
information may only be distributed within the framework of applicable law and in particular not to citizens of the USA or persons resident in the USA. The statements
made herein have not been audited by any external party, particularly not by an independent auditing firm. Any future returns on fund investments may be subject to
taxation, which depends on the personal situation of the investor and may change in the future. Returns on investments in foreign currencies may increase or decrease
due to currency fluctuations. In the case of investment funds, you should always make an investment decision on the basis of the sales documents (key investor
document, sales prospectus, current annual, if applicable, semi- annual report), which contain detailed information on the opportunities and risks of the relevant fund. In
the case of securities for which a securities prospectus is available, investment decisions should always be made on the basis of the securities prospectus, which
contains detailed information on the opportunities and risks of this financial instrument, otherwise at least on the basis of the product information document. An
investment decision should be based on all characteristics of the fund and not just on the sustainability-related aspects . All the aforementioned documents can be
obtained from Joh. Berenberg, Gossler & Co. KG (Berenberg), Neuer Jungfernstieg 20, 20354 Hamburg, Germany, free of charge. The fund sales documents and the
product information sheets for other securities are available via a download portal using the password »berenberg« at the Internet address
https://docman.vwd.com/portal/berenberg/index.html. The sales documents of the funds can also be requested from the respective investment management company.
We will be pleased to provide you with the specific address details upon request. A fund investment involves the purchase of shares in an investment fund, but not a
specific underlying asset (e.g. shares in a company) held by that fund. The statements contained in this document are based either on own company sources or on
publicly accessible third-party sources, and reflect the status of information as of the date of preparation of the presentation stated below. Subsequent changes cannot
be taken into account in this document. The information given can become incorrect due to the 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. Past performance, simulations and forecasts are not a
reliable indicator of future performance and custody fees may occur which can reduce overall performance. Please refer to the online glossary at
www.berenberg.de/glossar for definitions of the technical terms used in this document. For important disclosures and information on index- and market data, see
https://www.berenberg.de/en/legal-notice/license-notice/.

Date 28/11/2024.
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1 Overview of capital markets outlook and asset allocation

Overview of capital markets
Performance review BERENBERG

PARTNERSHIP SINCE 1590

Performance of selected asset classes
Total return of asset classes in the last 4 weeks, year-to-date and over 5 years (%, EUR)

4-week & YTD 12-month periods over that last 5 years

m AW (19/11/24 - 17/12/24) 17/12/23 17/12/22 17/12/21 17/12/20 17/12/19

YTD (29/12/23 - 17/12/24) 17/12/24 17/12/23 17/12/22 17/12/21 17/12/20

MSCI World 28 285 28,5 185 -104 295 58
MSCI Frontier Markets 23 167 170 43 -186 306 7.2
Global Convertibles nn 180 174 64 -147 65 366
Gold =N so | 361 94 59 41 161
Brent Y, 11,4 3,7 472 71,1 -372
USDEUR LI 39 28 6,1 92 91
EUR Coporates 2 oo 5,5 64 -13,7 -04 24
EUR Sovereign Debt 5 & 32 41 -114 09 18
MSCI Emerging Markets i 07 151 16,2 4,3 -139 6,2 7,4
Euro overnight deposit 0‘2317 3,8 3,2 -0,1 -0,6 -0,5
Industrial Metals = 105 115 -12,0 5,9 31,7 10,0
REITs Bl 61 7.8 22 -198 39,3 -129

MSCI World: MSCI World Net Return; MSCI Emerging Markets: MSCI EM Net Return; MSCI Frontier Markets: MSCI Frontier Markets Net Return;

REITs: MSCI World REITs Index; EUR Sovereign Debt: IBOXX Eurozone Sovereign 1-10Y TR; EUR Corporates: IBOXX Euro Corporates Overall TR;

Global Convertibles: SPDR Convertible Securities ETF; Gold: Gold US Dollar Spot; Brent Crude: Bloomberg Brent Crude Subindex TR;

Industrial Metals: Bloomberg Industrial Metals Subindex TR; Euro overnight deposit: ICE BofA Euro Overnight Deposit Rate Index; USDEUR: Price of 1 USD in EUR.

Sources: Bloomberg, Berenberg. Time period: 17/12/2019 — 17/12/2024.
Note: The historical performance presented here is not a reliable indicator of future performance.
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1 Overview of capital markets outlook and asset allocation

Overview of capital markets
Outlook by asset class BERENBERG
Economics

« ECB torn between growth concerns and persistent inflationary pressure.
« Ultra-soft landing in the US followed by a Trump boost.
* Interrupted recovery in the UK.

Equities

+ US equities significantly outperformed in 2024, but this divergence is unlikely to be repeated in 2025.
+ 2025 with more M&A activity. European small caps are in focus due to the weak euro and low valuations.
+  We expect healthy market breadth in 2025, but the upside potential for global equities is likely to be limited.

Bonds

» Safe government bonds look attractive for hedging purposes but offer little return potential.
» European corporate bonds offer at least fair, and in some cases attractive, yields.
* Emerging market local currency bonds offer the prospect of positive returns.

Alternative investments / commodities

» Despite the continuation of production cuts by OPEC+, supply remains ample. China's demand remains weak.
+ Fundamental drivers should give the gold price a further boost after a period of consolidation.
* In the short term, an economic recovery in industry is needed for industrial metals. Medium-term drivers remain intact.

Currencies

“o . - Politics, not central banks, are driving exchange rates.
l& 2. * TheUSdollar currently has a number of advantages, but the wind could change somewhat next year.
e ® . The strong franc is a cause for concern for the Swiss National Bank.
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Overview of Berenberg's asset allocation
Current positioning within asset classes

Portfolio positioning of a balanced mandate at a glance
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e IF I

Europe
I | ——

Germany
L -

United Kingdom

Rest of Europe
-—

us

EM

Out of Benchmark

Asia-Pacific I

Current weight deviation from the benchmark allocation
for multi-asset strategies denominated in EUR
(schematic representation)

— Underweight 1 Neutral  + Overweight

Source: Berenberg

Euro Government Bonds
I | —

Core Eurozone
— e—— |

Eurozone Periphery
1

Euro Corporate Bonds
I N —

EUR Investment Grade ex-Financials
-

EUR Investment Grade Financials
—

Out of Benchmark
Covered Bonds
EUR High Yield
US Government Bonds
USD Investment Grade

USD High Yield

Emerging Market Bonds

Duration
I |
short long

Gold / Precious Metals
I | N —

Other Commodities
I | N —

Alternative Strategies
I |

. LIQUIDITY

- T | e -

These positions apply at portfolio level

EUR

)

GBP

As of 17/12/2024.
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Overview of capital markets outlook and asset allocation

Overview of Berenberg's asset allocation

Review of Core Strategy 3

Management of the equity allocation of a balanced multi-asset mandate since inception

75%
70%

B5% == = = == ———————————————————————————————————————————

60%
55%
50%
45%
40%

35% -

30%

Performance
equity benchmark

16/12/19 - 16/12/20

16/12/20 - 16/12/21

16/12/21 - 16/12/22

16/12/22 - 16/12/23
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PARTNERSHIP SINCE 1590

16/12/23 - 16/12/24

-2.48%

27.98%

-3.23%

16.22%

17.60%

25%

Apr. 19 Oct. 19
—Equity allocation CS 3

Apr. 20

Oct. 20

Apr. 21

Oct. 21

—— Equity allocation (Min/Neutral/Max)

Apr. 22

Oct. 22

Apr. 23

Oct. 23

Apr. 24

Oct. 24

202
194
186
178
170
162
154
146
138
130
122
114
106
98

90

82

— Performance equity benchmark* (29/09/2017 = 100; Right Scale)

Time period: 16/12/2019 — 16/12/2024.

Sources: SimCorp, Bloomberg, Berenberg *Equity benchmark’ comprised 70% STOXX Europe NR Index and 30% S&P 500 NR Index until 30 September 2024. From 1 October 2024, the
equity benchmark consists of 60% STOXX Europe NR Index, 34% S&P 500 NR Index and 6% MSCI EM NR Index.
Note: The historical performance presented here is not a reliable indicator of future performance.

» Given the uncertainty surrounding the outcome of the US election, we entered the fourth quarter with a balanced position. An

overweight position in bonds or a long duration was not an obvious choice either, as we felt that market expectations of interest rate

cuts were overdone. As the probability of a Trump victory increased, we continued to add to equities before the election, particularly US
mid-caps, partly at the expense of Europe. We took a further step immediately after Trump's victory.
+ We are maintaining our overweight in (US) equities and commodities/gold over bonds and cash into the new year but expect markets to

become more volatile once Donald Trump is sworn in at the latest.
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2 Economics

Eu?ozone
GDP and Inflation

Hope of a slight upturn in 2025

* The eurozone economy is currently being weighed down
in particular by the weak growth and political uncertainties
in the two largest economies, Germany and France. After
fairly solid growth in the third quarter, the leading
economic indicators are currently pointing to a slowdown
in growth momentum.

* In 2025, however, the ECB's interest rate cuts and rising
real wages should provide some tailwind for the economy
in the eurozone. One risk is that Trump could increase
tariffs on European products after taking office.

Very slow economic recovery

+14.9%f

in %

-14.8% 30

2018 2019 2020 2021 2022 2023 2024
s Quarterly GDP growth (yoy, lhs) Industrial confidence, rhs

Source: Haver

10

siiod ul

Period: 01/2018 — 09/2024
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ECB caught between growth worries and price pressure

« Core inflation has been moving sideways at a level that

the ECB considers too high for the past three months,
and the inflation rate actually rose from 2.0% to 2.3% in
November. Although we expect a slight weakening of
price pressure in the coming year, the ECB must continue
to act cautiously for the time being.

At its December meeting, the ECB cut interest rates by
only 25 basis points for the fourth time in a row despite
the weakening economy. We expect three further interest
rate cuts of the same amount in the first half of 2025,
bringing the deposit rate to 2.25%.

Hardly any progress on core inflation

11 11
10 10
9 9
8 8
7 7
.6 6 _
P 5%
4 4
3 3
2 2
1 1
0 « — 0
-1 -1
2018 2019 2020 2021 2022 2023 2024
Headline inflation (yoy) Core inflation (yoy)
Source: Haver Period: 01/2018 - 11/2024



United Kingdom
GDP and Inflation

More growth in the new year

* The year 2024 has started well for the British economy,
but the snap election and the associated concerns about
the budget have recently caused the economy to lose
some momentum. For the year as a whole, we expect
moderate GDP growth of 0.9%.

* The British economy is likely to recover somewhat in the
coming year. The political uncertainties are over and the
new government has announced significant spending
increases. Declining interest rates and falling inflation will
also have a positive impact. We expect GDP to grow by
1.4% in 2025.

Consumer sentiment slowly brightens

-21.9% \4

2020
I Quarterly GDP growth (yoy, |hs)

2018 2019 2021 2022 2023 2024

Consumer confidence (balance, rhs)

Source: Haver

11

swiod ul

Period: 01/2018 - 09/2024
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Little scope for further interest rate cuts

+ Although the rise in the inflation rate from 2.3% in October

in %

FoORrRNMNWMOGON®©

Source: Haver

to 2.6% in November (mostly due to the more volatile
components of inflation, rising wage costs limit the scope
for a further decline in services inflation.

The Bank of England is therefore likely to find it difficult to
cut interest rates significantly. We expect to see a slow
progression in monetary easing in 2025. We expect
interest rates to be cut by 25 basis points in each of the
first two quarters of 2025, bringing the key rate down to
4.25% by the summer of 2025.

Services sector keeps core inflation high

12
11
10

©
2R e
o R N

% ul

"_‘Ol—‘l\)wb(ﬂm\lm@

2018 2019 2020 2021

Headline inflation (yoy)

2022 2023

Core inflation (yoy)

2024

Period: 01/2018 - 11/2024



2 Economics

USA
GDP and Inflation

Trump is back

The US economy has barely lost any momentum and, in
the third quarter, grew again by an annualized 0.8 %
guarter-on-quarter. The economy was supported by solid
consumer spending, exports and government spending.

At the moment, it looks like the US economy will
experience a very soft landing. And re-elected former
President Trump could even provide further growth
impetus in the coming year. During his election campaign,
he promised tax cuts and deregulation. In the medium
term, however, the announced tightening of immigration
policy and tariffs could weaken trend growth in the US.

Strong growth...

in %

Source: Haver

12

8 v 65
+11.8%

o

IN IS o1

o (92 o
sjuiod ul

e}
w
a1

2018 2019 2020 2021

s Quarterly GDP growth (yoy, Ihs)

2022 2023 2024

ISM manufacturing, rhs

Period: 01/2018 - 09/2024
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Fed lowers key interest rate, but remains very cautious

Source: Haver

in %

ONPFPORNWAU O ®©

Core inflation moved sideways at 3.3% in November for
the third month in a row.

At its December meeting, the Fed cut the key interest rate
range by 25 basis points to 4.25-4.50 %. For 2025, the
central bankers now expect interest rates to fall by only 50
basis points in total, whereas in September they had still
assumed a drop of 100 basis points. Stubborn core
inflation, the very robust economy and Donald Trump,
whose policies are likely to drive up inflation, will leave the
Fed with no leeway for further easing of monetary policy.

... and stubborn core inflation hamper the Fed

11
10

©
© R
o

% Ul
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Voo
W NP

2018 2019 2020 2021

Headline inflation (yoy)

2022 2023

Core inflation (yoy)

2024

Period: 01/2018 - 11/2024



2 Economics

Economic forecasts
Key estimates at a glance BERENBERG
GDP growth (in %) Inflation (in %)

2024 2025 2026 2024 2025 2026
USA 2.8 2.7 2.4 2.1 2.2 2.0 3.0 2.9 2.9 2.5 2.6 2.5
Eurozone 0.7 0.8 1.0 1.1 1.5 1.3 2.4 24 2.0 2.0 2.2 2.0
Germany -0.2 -0.1 0.3 0.6 1.2 1.2 2.5 24 2.1 2.1 2.1 19
France 1.1 11 0.5 0.8 1.2 1.2 2.3 2.3 1.8 1.7 2.1 19
Italy 0.5 0.5 0.8 0.8 1.2 1.0 11 1.1 1.8 1.7 2.1 1.8
Spain 3.1 3.0 2.3 2.2 2.3 1.8 2.8 2.8 2.1 2.1 2.3 2.0
United Kingdom 0.9 0.9 1.4 14 1.5 15 2.5 25 2.8 2.5 2.6 2.2
Japan -0.2 -0.2 1.1 1.2 1.0 0.9 2.6 2.6 2.1 2.1 1.7 1.8
China 4.7 4.8 4.5 4.5 4.3 4.2 0.3 0.4 0.8 1.0 14 15
World* 2.6 - 2.6 - 2.7 - = - - = = =

Source: Bloomberg. Berenberg as of 17/12/2024.
* At actual exchange rates. not purchasing power parity; PPP would give more weight to the fast-growing emerging-market countries.
** Average of estimates of other experts (Bloomberg); consensus.
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3 Equities

Market developments
Less upside in 2025, but healthy market breadth BERENBERG

PARTNERSHIP SINCE 1590

US equities clearly outperform in the fourth quarter

« With Donald Trump’s election victory, the market also played out its “America First” policy. This was doubly profitable for
euro investors invested in US equities. Our decision to add to US equities in the run-up to and immediately after the US
elections paid off. Not only did US equities rise sharply, but so did the US dollar. US small caps have gained more than
11% in euro terms so far in Q4. European and Asian equities, on the other hand, showed a volatile sideways trend in the
same period. The difference in performance between US and European equities in 2024 is more than 23%, a record in this
millennium.

+ Following Donald Trump's victory in the US election, there is still much to be said for US equities. After all, the new US
president intends to campaign for lower taxes, less regulation and a strengthening of the domestic economy. He also sees
the stock market as a good barometer of his political success. So there is a kind of Trump put, similar to the Fed put. The
president and the central bank have a vested interest in a robust S&P 500. After all, a rising stock market is accompanied
by improved business and consumer sentiment and higher tax revenues. This, combined with the strong innovative
capacity of US companies in future technologies such as Al, argues in favour of US equities. However, this has already
been heavily priced in by the market.

Performance of selected equity indices

220 220

200 200

180 180

160 160

140 AT 140

120 M e AR 120

o, A

100 gAY Ny 100
80 ik y 80
60 60
Dec 2019 Dec 2020 Dec 2021 Dec 2022 Dec 2023 Dec 2024

DAX — S&P 500 —MSCI EM Stoxx Europe 50
Source: Bloomberg; performance in EUR scaled to 100. Time period: 17/12/2019 — 17/12/2024.
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3 Equities

Corporate earnings

Less regional performance divergence in 2025

Reduced divergence between US and European equities

+ We expect the divergence between US and European
equities to narrow significantly in 2025, for several reasons.
Although the majority of economists still expect the US
economy to grow faster than the eurozone, they also expect
the growth advantage to halve from around 2% in real GDP
in 2024 to around 1% in 2025.

* Analysts take a similar view with regard to earnings
estimates for 2025, with just under 15% expected for the US
and just under 9% for the eurozone. By contrast, the
expected earnings growth for 2024 is around 10% for the
US and only around 3% for the eurozone.

Convergence of earnings growth in the US and Europe

Emerging Markets :— Financials J—
World = Industrials —
Industrialised... = Health Care ‘F
APAC ex Japan [E— L b
Japan — Communication... AF
Switzerland :— Materials AF
us J Utilities A-
Europe 1= Consumer Staples =
G UK I Real Estate f
ermany Information...
Eurozone | R
Eastern Europe b Energy i
Latin America === Consumer. ., m—
-20 -10 0 10 20 30 -20 -10 0 10 20 30

m 2024 Consensus Earnings Growth (yly, in %) 2025 Consensus Earnings Growth (y/y, in %)

Source: FactSet As of: 17/12/2024
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Risks in Europe already reflected in share prices

+ For European equities, there are many stumbling blocks and
risks in addition to the threat of a trade war with China’s
weakness, the local economic slowdown, higher energy
prices and the war in Ukraine. However, these are already
reflected in share prices in the form of high risk premiums.
Europe is currently trading at a record-high valuation discount
of around 40% to US equities on a P/E basis.

The extreme positioning and valuation are therefore
susceptible to positive surprises from Europe. Among an
imminent end to the Ukraine war, the favourable financial
conditions (weak euro versus strong US dollar, widening
interest rate differential between the US and Europe) should
provide relative support for European companies.

Record high valuation difference between USA and Europe

28

24

13.6

8 r T T T T T T T T T
1988 1992 1996 2000 2004 2008 2012 2016 2020 2024

S&P 500 Average S&P 500
Stoxx 600 = == == Average Stoxx 600

Source: Bloomberg, own calculations Time period: 01/01/1988 — 17/12/2024




3 Equities

Perfonance & Valuation

]

Healthy market breadth in 2025 —thanks to more M&A activity BeErRENBERG

US equities susceptible to negative surprises, ...

« Given the record-high profit margins and the current
P/E valuations of US equities, the starting position is
more difficult than it was under Trump eight years
ago.

* Around USD 1.1 trillion has flowed into US equity
funds and ETFs since the beginning of the decade.
The rest of the world has seen inflows of less than
USD 250 billion over the same period. Extreme
positioning and valuation make US equities vulnerable
to disappointment. Europe, on the other hand, offers
the potential for positive surprises.

A stock market rally without setbacks unlikely in 2025

108 120
Election Inauguration
106 115
104 110
102 105
100 100
A O After a new US president takes
98 j’V My .- office, there is often a breatherin 95
-7 the stock markets
96 90

-102 -68 -33 2 38 76 111 155 190 225 260 294
Median Performance S&P 500 during US Election (1932-2020)
SPX index 2024 (rhs)

Source: Bloomberg, own calculations.
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... but robust economy and deregulation provide support

In the US, the imminent tax certainty for companies and a
wave of deregulation are likely to boost not only the M&A
market but also IPO activity. In addition to the robust
economic environment, all of this should lead to a decent
market breadth in 2025, in which small caps are also likely
to shine. For the S&P 500, we do not see any further
valuation expansion in 2025, meaning that earnings are
likely to be limited to earnings growth at most.

* For the rest of the world, it depends heavily on how many

risks materialise. If many fail to materialise, European and
emerging market equities should also receive support from
valuation increases.

US equities with higher expectations under Trump 2.0

24 16%
22 15%
20 14%
18 13%
16 12%
14 11%
12 10%

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
12M Fwd P/E Ratio S&P 500

US Presidential Elections
12M Fwd Profit Margin S&P 500 (rhs)
Source: Bloomberg, own calculations.

Time period: 01/01/2015-09/12/2024



3 Equities

Equity allocation
Optimism for equities as year-end approaches

usS
Overweight

18

The high weighting of US mega-
caps and the persistently high
valuation of US equities make the
region less attractive than more
favourable regions such as
Europe or emerging markets. On
the other hand, the US economy
remains robust. We remain
optimistic for the end of the year
and favour an overweight in US
equities, with a focus on the more
attractively valued mid and mid
caps, given the likely positive
seasonality at the end of the
year.

United Kingdom
Neutral

At the index level, UK equities
have a more defensive and
commodity-rich profile, which
should pay off in an
environment of high inflation
and geopolitical risk.

Europe ex. UK
Slightly overweight

Despite the positive
performance since the
beginning of the year, European
companies are not highly
valued. Weaker growth
prospects therefore appear to
be largely reflected in prices. If
the economy recovers, there is
considerable catch-up potential.
The Trump policy remains a
risk.

We are slightly overweight in
Europe ex UK. We see
opportunities particularly in
European small caps.

]
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Emerging markets
Underweight

Given the uncertainty
surrounding the consequences
of Trump's policies and the
associated potential trade wars,
we are comfortable with an
underweight position in
emerging market equities.



1 2 3 4 5 6  Equities

qulty market forecas?ts_
Estimates for selected indices BERENBERG

Current ?‘:; ;F'i; o

s Ak

Index forecasts 17/12/2024 30/06/2025 31/12/2025 in 12 months
S&P 500 6,051 6,200 6,500 6,649
DAX 20,246 21,000 22,000 22,886
Euro Stoxx 50 4,943 5,100 5,300 5,624
MSCI UK 2,337 2,450 2,600 2,728
Index potential (in %)
S&P 500 - 2.5 7.4 99
DAX : 3.7 8.7 13.0
Euro Stoxx 50 - 3.2 7.2 13.8
MSCI UK - 4.8 11.2 16.7

Source: Bloomberg, Berenberg as of 17/12/2024.
*Average based on bottom-up estimates.

19
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4 Bonds

Govern?nent bonds

Expectations of further interest rate cuts are diminishing

Bond markets between politics and economics

In the past four weeks, government bond yields have risen
overall, with yields on longer-dated bonds in particular
rising due to higher consumer prices and higher-than-
expected producer prices in the US.

In addition to the ongoing Russian war against Ukraine
and the conflicts in the Middle East, the US elections and
the “red sweep” as well as the break-up of the German
governing coalition complicated the situation in recent
months. The consequences of these developments will not
leave the bond markets untouched in the new year either.

10-year yields (%) recently volatile

Source: Bloomberg
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Safe government bonds with a cautious outlook

In the US, optimism about interest rate cuts was
dampened by the prospect that the change of
administration will be accompanied by higher tariffs,
stricter immigration policies, increasing price pressure and
a growing budget deficit.

But even in Europe, inflation will not return to pre-
pandemic levels, which means that there is no room for
falling yields, unless there is an economic downturn or a
further escalation of (geo)political conflicts. Against this
backdrop, we consider safe government bonds to be
interesting at most as an addition for hedging purposes.

Fewer interest rate cuts expected in the US
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4 Bonds

Corporate & EM bonds
European Credit offers fair yields

Corporate bonds: Perspective matters

« Corporate bonds were the main beneficiaries of 2024.
However, after the strong performance, risk premiums in
the IG segment can be described as fair at best and even
unattractive in the high yield segment. However, a look at
yields reveals a historically fair, and in some cases
attractive, valuation. Combined with a more expansionary
monetary policy and a stable economy, this makes us
cautiously positive on corporate bonds.

* However, further spread tightening is unlikely in 2025,
meaning that the upside potential is capped by current
yields. A market correction could brighten the picture and
provide opportunities for better valuation levels.

Corporate bonds: yield levels remain attractive

014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Euro IG Corporates Euro High Yield

Source: ICE, own presentation; monthly data. Time period: 31/12/2013-30/11/2024
IG = Investmentgrade; Euro-denominated corporate bond yields since the European Central
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EM: focus on the “phoenix from the ashes” countries

« Trump's victory has clearly affected investor sentiment
towards emerging market bonds. However, there are
emerging market issuers that have regained investor
confidence thanks to fiscal reforms and the strengthening
of institutional independence from fiscal and monetary
policy. These positive "recovery stories" (Turkey, Egypt,
Argentina, Serbia and India) have outperformed the
broader emerging markets because of their idiosyncratic
nature. We see good opportunities for positive returns due
to high real yields, stable fundamentals, moderate
currency risks versus the euro and low correlation to other
asset classes, especially in the local currency segment.

EM: country selection continues to pay off
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Source: Factset, own calculations Time period: 18/12/2019-18/12/2024
Performance of an equal-weighted basket of EM currencies (Turkish lira, Egyptian pound,
Argentine peso, Serbian dinar, Indian rupee).




4 Bonds

Capital market strategy
Bonds

Core segments

Government bonds
Underweight

+

« Since the degree of fluctuation in macro data remains
elevated, interest rate volatility for safe government bonds is
also likely to remain elevated.

« Secured covered bonds have a similar credit risk profile but
offer a higher yield. We consider this risk-return profile to be
more attractive than that of government bonds, even though it
has become less attractive in relative terms due to tighter
swap spreads.

Corporate bonds
Underweight

+ +

* The risk-return ratio has recently deteriorated gradually with
the current valuations compared to safer government bonds,
especially in the IG corporate bond segment. We still see
selective opportunities in the high-yield bond segment. In
sector selection, we are focusing on defensive industries and
avoiding cyclical ones.
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Other segments

Emerging markets
Overweight

» Local currency bonds remain attractive due to high real
yields, solid fundamentals combined with the ongoing
disinflationary trend in emerging markets and offer good
risk/reward.

* In hard currency emerging market debt, we favour
government bonds over IG corporate bonds due to higher
yields, longer duration and higher cash inflows.

High yield bonds
Overweight

* The high-yield bond segment remains attractive for many
investors due to the positive economic outlook and the high
carry. Although risk premiums are at historic lows, the
average quality of companies in the segment is also better
than it used to be.

*  We continue to consider catastrophe bonds and high-yield
bond funds with a more defensive profile to be attractive.



4 Bonds

Forecasts
Estimates for selected bond markets BERENBERG
17/12/2024 30/06/2025 31/12/2025
: So Sy
sovermment bong yields (n o) CUTent " Z)
us
Base interest rate 5.00-4.75 4.25-4.50 4.03 4.25-4.50 3.75
10Y US yield 4.40 4.70 4.17 4.90 4.13
Eurozone
Base interest rate 3.15 2.40 2.35 2.40 2.20
10Y Bund yield 2.23 2.30 2.25 2.50 2.30

United Kingdom
Base interest rate 4.75 4.25 4.15 4.25 3.70

10Y Gilt yield 4.52 4.60 4.16 4.70 4.07

Source: Bloomberg. Berenberg. as of 17/12/2024.
*Average of estimates by other experts (Bloomberg) consensus.
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5 Commodities

Crude oil
Oil supply surplus ahead BERENBERG
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rude oil continues sideways without geopolitical escalation

Crude oil remained trapped in a volatile sideways range in the fourth quarter. There was no new impetus from OPEC+, which
has been keeping production artificially low for several months: at the beginning of December, the cartel again postponed the
planned production increases by three months to April. While Donald Trump's election victory had little impact, China's newly
announced stimulus measures and geopolitical developments caused the oil price to fluctuate sharply. A significant price
increase remains unlikely without strong demand growth in China or a geopolitical escalation, as supply is ample and demand
prospects are weak. However, a sharp price decline is also unlikely. The risks are well known and offer little potential for
negative surprises. Trump's “drill, baby, drill” policy is also likely to be limited by oil companies' focus on profit distribution
rather than production expansion. The oil price is therefore likely to trend sideways in volatile fashion for the time being.

This is also supported by weak oil demand from China, the most important consumer. The latest data from the National
Bureau of Statistics (NBS) show that crude oil processing is at its lowest level in five months. This could be the second time
that China has recorded a year-on-year decline. More recently, weaker economic data, in particular lower growth in Chinese
retail sales, weighed additionally on crude oil.

C

So

26

rude oil is trending sideways for the time being OPEC's spare capacity is weighing on oil prices
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5 Commodities

Precious and industrial metals
rising prices next year

120

Gold has further potential after consolidation

Gold continued its upward trend in the fourth quarter, reaching
new all-time highs. At the beginning of November, the gold
price consolidated and temporarily fell by up to 8 %. This was
triggered by Donald Trump's election victory, which favoured a
strong dollar appreciation, temporarily rising bond yields and a
risk-on mode in markets. A strong performance, geopolitical
easing and high positioning made gold particularly susceptible
to a consolidation.

Nevertheless, increased central bank and ETF purchases,
rising government debt, geopolitical risks and likely falling
central bank interest rates should continue to support the gold
price next year.

ETF holdings have recently stagnated
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Industrial metals remain structurally supported

* Industrial metals were under pressure in the fourth
quarter due to the continued weakness in manufacturing
activity. Donald Trump's election victory also had an
impact, as the tariffs he plans to impose could weigh on
Chinese exports, which in turn could weaken demand for
industrial metals.

* Nevertheless, the downside potential is limited by factors
such as structural supply shortages, high demand from
decarbonisation and economic recovery. In the short
term, however, a noticeable recovery in the
manufacturing sector is needed to boost industrial metal
prices significantly.

More industrial activity = increasing demand for metal
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6 Currencies

Market Development
FX markets

There is still alot to be said for the dollar

+ Significantly stronger US economic data compared to the
eurozone, geopolitical uncertainties and Trump's election
victory have recently caused the dollar to appreciate
against the euro. However, all of the factors mentioned
are now largely priced into the exchange rate.

+ Should geopolitical tensions ease somewhat, economic
momentum in the US slow or the eurozone gain some
momentum, the dollar is likely to lose some of its current
strength next year. We expect an exchange rate of 1.08
for the coming year.

There is a lot going on in favour of the USD

2018 2019 2020 2021 2022 2023 2024
Euro/US-Dollar

Source: Bloomberg Period: 01/2018 — 12/2024
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Switzerland flirts with deflation

« Geopolitical risks are leading to a sustained strength of
the Swiss franc. This makes Swiss imports cheaper,
which, together with falling energy prices, means that
Switzerland is at risk of sliding into deflation. In October,
the inflation rate fell again and, at 0.6 % year-on-yeatr,
reached its lowest level since July 2021.

« The SNB tried to counteract this in December by lowering
interest rates by 50 basis points. However, with the key
interest rate now at 0.5%, there is limited further scope.
Direct exchange rate interventions are therefore more
likely.

Strong franc worries the SNB
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Source: Bloomberg Period: 01/2018 — 12/2024
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Forecasts
Estimates of key currencies BERENBERG
17/12/2024 30/06/2025 31/12/2025
Exchange rate forecasts Current ‘EJ ; a* ﬁ@f a*
EUR/USD 1.05 1.06 1.04 1.08 1.05
EUR/GBP 0.83 0.84 0.82 0.84 0.82
EUR/CHF 0.94 0.94 0.94 0.95 0.94
EUR/JPY 161 154 154 151 156

Change against the Euro (in %)

uUsb - -1.0 0.9 -2.9 -0.1
GBP - -1.7 0.7 -1.7 0.7
CHF - -0.4 -0.4 -1.4 -0.4
JPY - 4.5 4.5 6.6 3.2

Source: Bloomberg. Berenberg as of 17/12/2024.
*Average of estimates of other experts (Bloomberg); consensus.
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