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Economics .

Gloomy pandemic winter in Europe and the USA. However, despite virus mutations, the outlook for spring is good

e Biden delivers: calmer foreign and trade policy is good for the world, with a strong fiscal stimulus

e 2021: strong growth in large parts of the world; monetary and fiscal policy very expansionary; and inflation slowly picking up

Equities .

The global equity market recently reached an all-time high, despite temporary market dislocation. Outlook remains positive

e Small caps have the wind in their sails. Growth stocks outperformed value stocks, despite rising interest rates

e We remain medium overweight in equity and have a cyclical bias, for the time being, following the recent risk reduction

Bonds .

Inflation concerns are pushing up yields on European and US government bonds. This environment is likely to persist

e Corporate bonds with inflows and falling risk premiums. EUR high-yield bonds are becoming increasingly unattractive

e We are underweight bonds and focus on credit risk and off-benchmark themes. Duration: short

Commodities .

Gold is currently not in demand, with the price temporarily falling below USD 1,800 per ounce. We remain optimistic

e Brent oil now above USD 60 per barrel. Supply deficit thanks to restrictive OPEC+ provides tailwind

e Industrial metals continued their positive price trend. Rising demand due to the economic recovery is supporting

Currencies .

EUR/USD with slight correction. Overarching pictute remains intact, but euro tise could be delayed

e As expected, GBP is heading upwards. The Bank of England’s rate changes remain on hold

e CHF is fluctuating, with little amplitude, around CHF1.08 per-euro and, therefore, remains very stable

Current market commentary

The tailwind for risk assets does not appear to be diminishing.
Despite the temporary market dislocation at the end of January,
some equity markets such as the American S&P 500 or the Ger-
man DAX recently reached all-time highs. A positive Q4 report-
ing season so far, solid economic data, impulse progress, as well
as continued monetary policy assistance, are supporting the mar-
kets. Under the surface, things also remained exciting. Small caps
were able to continue their positive development. Value stocks
have recently underperformed growth stocks despite rising inter-
est rates and steeper yield curves. Growth stocks should continue
to perform well in the future, even though we believe there is
catch-up potential for value stocks due to tising inflation/interest
rates. In this environment, small-cap and cyclical stocks should
continue to gain alongside value stocks. However, the market has
already priced in much of the economic recovery and investor
positioning is elevated; therefore, we have slightly reduced our
equity overweight. We currently feel comfortable with our medi-
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um overweight position — with a more cyclical bias — as we see
further potential in the markets over the coming months. How-
ever, this potential is offset by increased market vulnerability. The
next step, therefore, is more of a further risk reduction.

The increased inflation expectations are now having a stronger
impact on the bond markets. In addition to US government bond
yields, European government bond yields are also starting to rise
noticeably. Only Italy is an exception here, as the hope of a gov-
ernment formation under Mario Draghi has put investors in a
positive mood. In corporate bonds, risk premiums have fallen
further in recent weeks. In our opinion, EUR high-yield bonds
are, therefore, becoming increasingly unattractive, as the balance-
sheet risk is no longer adequately rewarded.

In the commodities space, Gold has been less in demand recent-
ly, while the crude oil price has risen.
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ECONOMICS

Despite the second wave of the pandemic, economic traffic lights are green as of spring 2021

We expect a strong recovery of the global economy from spring 2021 after the mega-recession in 2020
Calm trade policy thanks to Biden: good prospects for world trade. Strong fiscal stimulus in the US

Second wave of the pandemic: economic setback in winter for Europe, but far milder than in the first wave

e Upswing without inflation: Despite the current setback in Too early for big inflation worries: Inflation and interest rates
Europe and - to a lesser extent - in the US, the traffic lights will rise in this yeat’s economic upswing, with special effects and
should turn green for the global economy in spring 2021. The higher transport costs also contributing to this in 2021. The US
early phase of a new upswing is usually characterised by Federal Reserve and the ECB will allow this for the time being,
strong growth, with low inflation initially. Economic policy is after years of falling short of their inflation targets. They want to
boosting the economy more than ever before. China remains support the economy for a long time and will only take counter-
robust for the time being thanks to its own credit stimulus, measures when inflation is much higher.
despite significant long-term risks. Strong growth in key con-
sumer countries, coupled with low interest rates, is also posi- GDP and inflation forecasts (%)
tive for many emerging markets. GDP growth Inflation

e Limited setback: The second major wave of the pandemic is % 2019 2020 2021 2019 2020 2021
slowly subsiding in the US and Europe. Even in countries like

. . . . World 100.0 2.3 -3.4 4.6
the UK and Spain, where the particularly contagious virus
. . . us 24.5 22 -35 6.5 1.8 13 25
mutations have spread rapidly, case numbers are falling fast.
. - . China 16.4 6.0 2.0 10.0 29 25 1.4
Despite significant restrictions that can only be eased slowly,
. . Japan 5.8 0.3 -53 3.4 0.5 0.0 0.0
the economy suffers far less now than in March and April indi 13 48 90 80
. ndia . 8 9. .
2020. This is because measures are more targeted and do not ) )
. . Latin America 5.9 0.0 -8.1 4.0
come as a shock. Instead of disrupted supply chains, strong
demand from China and the US is shaping the state of the in- Europe 24.4 1.3 -6.5 4.1
dustry. Overall, economic data in the US and Europe has Eurozone 15.3 1.3 -6.8 4.1 1.2 03 1.3
been less bad than feared in recent months. Germany 4.4 0.6 -53 3.6 1.4 04 1.6

e Hope for spring: Most countries have started vaccinating France 3.1 15 83 62 1305 13
citizens. The UK and the US ate far ahead of the EU. The Italy 2.3 0.3 -89 43 0.6 -0.1 1.1
situation should ease noticeably in spring thanks to warmer Spain 1.6 20 -11.0 6.2 08 -03 1.2
weather and vaccination progress, somewhat later in the EU Rest of western Europe
than in the UK and the US. After the first wave, the eurozone UK 3.2 1.4 101 6.1 18 09 1.3
had made up almost all of its Q22020 losses in Q3. This sug- Switzerland 0.8 0.8 -3.1 2.5 0.4 -0.7 0.0
gests that the economy will also be able to recover from the Soveslan 0.6 13 31 2.9 18 05 1.0

current setback in spring 2021. Pent-up demand for services
Eastern Europe

Russia 1.9 1.3 -3.4 25 45 3.4 3.0
Turkey 0.9 1.0 -1.3 23 15.2 12.0 10.0

may spur the recovery. Unlike what is typically seen after re-
cessions, many households have high savings (see chart).
e Biden delivers: The new US president stands for a calm
foreign and trade policy. This will benefit world trade and Eu- Source: Berenberg
rope, which is particularly dependent on exports, in 2021. For

the US, a new fiscal stimulus of at least $1.2 trillion is on the

Households can spend money - they have saved a lot

280
horizon, followed by a large infrastructure package in the 260
summet. We have, therefore, raised our US growth forecast 240
for 2021 from 5.3% to 6.5%. Given the Democrats' only slim 222
majority in US Congress, Biden is likely to only marginally 180
burden the economy with higher taxes and regulations. 160
140
120
100
80

2017 2018 2019 2020
® Eurozone ~ US ®mUK

Household savings (Berenberg estimate for Eurozone and GB in Q4), 2019=100. Figures in US
dollars for the US, in euros for Europe (GB converted at the respective GBP/EUR exchange
rate). Source: BEA, Eurostat, ONS, BoE, Berenberg
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EQUITIES

Risk assets remain in demand

The global equity market recently reached an all-time high, despite temporary market dislocation. Outlook remains positive
Small caps continue to deliver returns. Growth stocks outperformed value stocks, despite rising interest rates

We remain medium overweight in equity, with a cyclical bias, following the recent risk reduction

®  The global equity market (MSCI Wotld) reached anoth-  Performance and volatility of the S&P 500 Index
er all-time high recently. A positive Q4 reporting season to

this point, solid economic data, impulse progress, as well as :Zgg ;ZO
continued monetary and fiscal policy support, are buttressing 3,600 I
the markets. This is in spite of the short-term market disloca- 3,400 o
tion at the end of January. In this environment, US equities, 3.200
in particular, proved their worth as they outperformed euro- £ 3,000 60 <
zone equities by 3% over the past four weeks. However, not 8 2,800 e
all market participants trust the current bull market. Implied = 2,600 40
volatility remains at elevated levels and investor sentiment 2,400 30
fluctuates between optimism and pessimism. 2,200 ekl 20

e In the last four weeks, small caps have been the winners, 2,000 r ! 10
with a return of around 3%, while cyclical stocks have only 1’80,995 16 Feb17 Feb18 Feb19  Feb20  Feb .201
made slight gains. Growth stocks, on the other hand, ate S&P 500 (Ihs) VIX Index (rhs)

experiencing a new upward thrust both in Europe (+1%) Source: Bloomberg, 10/02/2016 - 10/02/2021.
and on a global level (+4%). Conversely, Value stocks were
only able to gain slightly on a global level, with a 1% return.
However, value stocks should remain supported as interest Overview of equity markets (short/medium term)

rates continue to rise. At the sector level in Europe, stocks

from the technology sector gained the most in the last four  pegions old New

weeks (over 5%), while utilities lost over 7%. i p
e  Equities remain attractive, especially compared to other asset

classes. Nevertheless, we have recently reduced our equity Europe 7

overweight somewhat, as market vulnerability has increased ~ Emerging markets 2

and investor positioning is already very pronounced. How-  japan > >

ever, we anticipate further potential in risk assets over the

next month thanks to: falling infection figures; foreseeable

economic recovery; loose monetary and fiscal policy; high li-

quidity levels; and good corporate figures.
e We are maintaining a medium equity overweight and a

cyclical bias for the time being. However, our next step will

be to reduce risk, rather than to increase it.

Performance in local currency
As of 10/02/2021 ytd 1-year 3-year P/E Dividend yield

DAX 13,933 +1.6% +3.3% +15.1% 15.7 2.8%
SMI 10,826 +1.1% +1.4% +37.9% 18.0 3.0%
MSCI UK 1,827 +1.0% -11.1% +0.7% 14.5 4.1%
EURO STOXX 50 3,648 +3.0% 1.2% +20.9% 18.2 2.9%
STOXX EUROPE 50 7,517 +2.2% -6.5% +17.0% 17.0 3.3%
S&P 500 3,910 +4.2% +18.7% +58.0% 22.9 1.5%
MSCI Em. Markets 1,423 +10.2% +34.2% +35.1% 16.8 2.2%
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BONDS
Yields on the way up

Inflation concerns are pushing up yields on European and US government bonds. This environment is likely to persist

Corporate bonds with inflows and falling risk premiums. EUR high-yield bonds are becoming increasingly unattractive

We underweight bonds and focus on credit risk and off-benchmark themes. Duration: short

e Inflation concerns continued to put pressure on yields over the
past four weeks. The reflationary trend is, therefore, continuing
and is likely to persist as the economy recovers. We saw rising
yields in European government bonds, with yields on Get-
man, French and British government bonds, among others,
all rising. Italian government bonds, on the other hand, saw fall-
ing yields, thanks to hopes for a Mario Draghi government. The
yield differential between German and Italian government
bonds recently fell to levels last seen in 2015. However, we an-
ticipate little potential for further spread-narrowing at the cur-
rent low level.

e The yield on 10-year US government bonds has also risen
significantly in the last four weeks, by almost 5 basis points (bp).
The steepness of the US yield curve (10y-2y) has also recently
jumped above the 100bp-mark.

e New issuance activity in corporate bonds has remained high so
far in 2021, with continued inflows into the corporate bond
market. While spreads for investment-grade corporate bonds
fell only slightly, risk premiums for USD high-yield bonds
have declined by almost 20bp and for EUR high-yield bonds
by a good 10bp in the last four weeks. EUR high-yield bonds
are increasingly unattractive at current spread levels, as we be-
lieve the spreads no longer reflect the balance-sheet health of is-
suers. Emerging market bonds also remain an attractive seg-
ment. We prefer sovereign over corporate bonds and local cur-

rency over hard currency.

¢ We significantly underweight bonds. We keep our focus on
corporate and emerging market bonds, and keep the duration

comparatively short.

As of 10/02/2021

Government bonds

(iBOXX Europe Sovereigns Eurozone) 261.15
Covered bonds

(iBOXX Euro Germany Covered) 206.67
Corporate bonds 162.78
(iBOXX Euro Liquid Corporates 100 Non-Financials) :
Financial bonds 161.43
(iBOXX Euro Liquid Corporates 100 Financials) :
Emerging market bonds 1.281.71
(Bloomberg Barclays EM USD Aggregate TR Index Unhedged) ’ .
High-yield bonds 1,525.08

(Bloomberg Barclays Global High Yield Total Return Index, USD)
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Yields on 10-year government bonds
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Overview of bond markets (short/medium term)
Orientation old New
Duration Short Short
Government bonds A AV
Corporate bonds > ->
High-yield bonds 2 >
Emerging market bonds 7
Yields (10-year) old New
Germany 7
UK 7
us |
Performance in index currency
ytd 1-year 3-year
-0.9% +1.7% +12.7%
-0.4% +0.3% +5.1%
-0.2% +1.1% +8.1%
+0.0% +1.4% +6.7%
-0.5% +4.1% +19.2%
+17.5%

+0.7% +7.4%
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COMMODITIES

Crude oil soaring

Gold continues to suffer from the risk-on environment
Oil market still supported thanks to supply deficit
Industrial metals benefit from the cyclical upswing

Gold has been in scant demand in the risk-on environment
and its price temporarily fell below USD1,800 per ounce. In
addition, the strong USD and rising nominal interest rates
weighed on the price. However, real interest rates should re-
main negative in the longer term and gold should, therefore,
rise again. With rising uncertainty, gold should come back in-
to focus.

The price of crude oil (Brent) continued its positive momen-
tum and was able to crack the USDG0 per-barrel mark. Falling
inventories and the restrictive policy of OPEC+ drove the
price up. The organisation’s meeting in March is likely to be
decisive. An expansion of production would slow down the
oil price.

Industrial metals have shown almost consistently positive
returns since the beginning of the year. Although the metal
market appears to be overheated in the short term, industrial
metals remain well supported and should, therefore, continue

to gain in the future.

Price development

in USD
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Source: Bloomberg, 01/01/2011 - 10/02/2021.

Overview of commodities (short/medium term) old New

CURRENCIES

Euro/US dollar correction

Euro with slight problems, US dollar stronger
Pound further strong after Brexit follow-on agreement

Swiss franc structurally strong, only minor fluctuations

e EUR/USD: After reaching a high of over USD1.23 per
euro, the exchange rate corrected and even briefly fell below
the 1.20 mark. Difficulties in the eurozone — the sluggish
vaccination start and the government crisis in Italy — helped
to contribute to this. More positive news boosted the US
dollar, including good US economic data and the increased
likelihood of a new stimulus package. Our general picture of
a higher euro/dollar exchange rate remains intact. In a posi-
tive economic environment, with good market sentiment,
capital is more likely to flow from the US to emerging mar-
kets. However, a rise in the euro could be somewhat slower
if Europe continues to lag behind the US economically for
the time being.

e EUR/GBP: As expected, the pound has gained. The suc-
cessful start of the UK’s vaccination programme provides
optimism. Meanwhile, the Bank of England remains on
hold and did not change its monetary policy at the February
meeting,.

Exchange rates

0.95 1.30
0.90 . 1.25
"y
0.85 1.20
0.80 ‘) . 1.15
0.75 = 1.10
0.70 1.05
0.65 T T T T » 1.00
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EUR/GBP (lhs) EUR/USD (rhs)

Source: Bloomberg, 10/02/2016 - 10/02/2021.

Gold 7
Oil (Brent) > -
Performance
As of
10/02/2021 ytd 1-year 3-year
Gold USD/ounce 1,843 -2.9% +17.2% +40.0%
Silver USD/ounce 27.0 +2.4% +52.1% +65.1%
Copper USD/pound 377.3 +7.2% +47.9% +24.4%
Brent USD/bbl 61.47 +18.7% +15.4% -2.1%
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Overview of currencies (short/medium term)  old New
EUR/USD | Euro/US dollar v
EUR/CHF | Euro/Swiss franc > e 2
EUR/GBP | Euro/Sterling N A"
EUR/JPY | Euro/Japanese yen |
Performance
10/02 //;?)20 1f ytd 1-year 3-year
EUR/USD 1.21 -0.8% +11.1% -1.1%
EUR/CHF 1.08 -0.2% +1.2% -6.3%
EUR/GBP 0.88 -2.0% +3.7% -1.2%
EUR/JPY 126.76 +0.5% +5.8% -4.9%
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Disclaimer

This document 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 Regulaton (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 recom-
mendations and investment strategy recommendations and is not subject
to the ban on trading prior to the publication of investment recommen-

dations 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 indi-
vidual financial advice. Your investment objectives and your personal
and financial circumstances wete 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 catego-
ries. 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.

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 rele-

vant fund. In the case of securities for which a securities prospectus is
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Till Budelmann | US Equities

Christian Bettinger | Bonds

ChriStOph Mider | Bonds

Ludwig Kemper | Commodities

Marco Hoéchst | Commodities

Karsten Schneider | Multi Asset Strategist, Minutes

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. 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 pass-
the

https://docman.vwd.com/portal/berenberg/

address
The

documents of the funds can also be requested from the respective in-

word “berenberg” at Internet

index.html. sales
vestment management company. We will be pleased to provide you with

the specific address details upon request.

The statements contained in this document are based either on the
company’s own 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
the online

www.berenberg.de/glossar for definitions of the technical terms used in

overall performance. Please refer to

glossary  at
this document.

Date: 11 February 2021.
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