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Economics e The European economy is losing momentum in the short term. COVID-19, supply bottlenecks and high energy prices weigh.

The outlook for 2022 is positive despite omicron: consumers with pent-up demand, companies want to invest, policy supports.
Inflation: peak in sight, decline in 2022, but wage pressure rising - US Fed initiates monetary policy turnaround, ECB hesitates.

Equities

Equity markets have corrected on a more hawkish Fed and Covid 19 worries.
Growth stocks were able to prove themselves again. However, with real interest rates rising, this is likely to become more difficult.
We have taken advantage of the correction and slightly increased our equity overweight. We remain cautiously optimistic for now.

Bonds

Covid 19 worries and growth concerns caused yields on longer-dated government bonds to fall significantly.
EUR corporate bonds only conditionally attractive despite widening spreads. Asian corporate bonds under observation.
We underweight bonds and focus on credit risk and off-benchmark themes; duration short.

Commodities

Gold continues to fluctuate sideways around USD 1,800 per ounce. Rising real interest rates limit upside opportunities.
Covid and economic worries recently weighed on the oil price, but supply shortages should provide support in the medium-term.
Industrial metals are in wait-and-see mode. Positive economic signals in 2022 could give industrial metals a new boost.

Currencies

Monetary policy divergence weighs noticeably on the euro. In the meantime, however, the dollar strength has gone too far.
The sideways movement around 0.85 pound per euro is likely to continue. The UK’s interest rate advantage seems to be priced in.
The Swiss franc has risen to its highest value since 2015, but the local economy has adjusted in the meantime.

Current market commentary

After ever new highs on the stock markets, there was a significant
sell-off at the end of November. The more transmissible Covid
19 virus vatiant from South Africa and the hawkish US central
bank created a risk-off environment. Both significantly increased
uncertainty and fuelled growth concerns. In this environment,
cyclical stocks lost the most. European equities, for example,
temporarily lost more than 8%. We took advantage of this oppor-
tunity and tactically increased our equity exposure in Europe
slightly. 2022 should be characterised by declining but persistent
inflation, more normal earnings and economic growth, and valua-
tion pressures. Fundamentally, the equity markets therefore offer
significantly less potential than in 2021. However, the lack of
alternatives, high cash holdings, no extreme positioning of sys-
tematic investors and good seasonality into the spring still make
us positive for the time being. Therefore, it is important to tacti-
cally exploit opportunities. We consider this essential in view of
the limited upside potential at index level in the medium term.
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After the recent increase, we are positioning ourselves with a
moderate to medium equity overweight.

While the equity market continues to paint an optimistic econom-
ic scenario, the bond market is already pricing in a noticeable
slowdown in growth with flattening yield curves. The reasons for
this picture are probably COVID-19 concerns and uncertainty
surrounding central bank policy. Yields on 10-year German gov-
ernment bonds have fallen by about 10bp in the past four weeks
and risk premiums on corporate bonds have risen noticeably.
However, EUR corporate bonds are still not particularly attrac-
tive. After the stabilisation in China, however, the attractiveness
of Asian corporate bonds has increased.

Energy commodities and industrial metals had a difficult time due
to the COVID-19 concerns but should recover significantly as

the economy improves. Gold remains in a sideways trend.
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ECONOMICS

Positive outlook for 2022 - despite new risks from Omicron

Euro economy loses momentum at the end of 2021: Delta wave, omicron risks, supply bottlenecks and energy costs weigh.

Outlook 2022 remains positive: supply bottlenecks may ease, consumers and businesses have pent-up demand.

Inflation declines in 2022 but remains an issue - central banks tighten policy - the Fed and BoE fast, the ECB slow.
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A touch of stagflation: After a growth spurt in the spring
and summer, the European economy is currently losing mo-
mentum. New restrictions to curb the delta wave of covid in-
fections are weighing on parts of the service sector. In con-
trast, US growth regained momentum in the autumn after a
weak phase in the summer. On both sides of the Atlantic,
however, supply bottlenecks are hampering growth in indus-
try. Some sectors are also suffering from labour shortages.
Positive outlook for 2022: Employment is rising on both
sides of the Atlantic. This is supporting private consumers'
incomes and consumption. The high additional savings that
households built up during the pandemic are helping them to
cushion the still high energy prices. Companies and govern-
ments want to invest more. Fiscal policy remains expansion-
ary, more so in the US than in Europe. If the supply bottle-
necks ease, the economy may surprise positively again in
2022.

The omicron risk: It is not yet possible to predict whether
the new and more contagious virus variant will prove so dan-
gerous that many countries will have to react with long and
severe restrictions. That would put a short-term strain on the
economy. But experience with previous waves suggests that
many countries would be able to recover such losses quickly
afterwards. Growth would be pushed back a little, but it
would not fail.

In China, the government's attempt to persuade investors to
behave more cautiously in the real estate sector and not to ab-
sorb all losses on the government's account is causing turbu-
lence. But the risk of a real financial crisis remains low. As a
capital-rich country with a high savings rate, China can launch
a stimulus if needed. As its own domestic demand is robust,
the US and Europe are not currently dependent on a growing
Chinese market.

High inflation in autumn 2021, decline in 2022: Supply
constraints, delivery problems, exceptionally strong US con-
sumer demand for durable goods and high energy prices have
pushed inflation up more than expected. However, the infla-
tion peak is in sight (USA) or has probably already been
reached (Eurozone). With the expiry of some special effects,
the price climate should calm down again in 2022 with year-
end inflation rates around 1.6% in the euro area and 3% in
the US. After that, however, inflation is likely to rise slowly

again in the euro area as well, with stronger wage pressure.
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Monetary policy turnaround: Inflation remains well above
2022 and raise its key interest rates six times by 0.25% each

bond purchases in 2022 with less inflationary pressure but
not end them until spring 2023. The first ECB interest rate s
in June and December 2023.

GDP and inflation forecasts (%)

2%.
The US Fed is expected to end its bond purchases before mid-
be-
tween June 2022 and the end of 2023. The ECB will reduce its

will
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GDP growth Inflation
Share 2021 2022 2023 2021 2022 2023
World 100.0 2.8 3.9 3.1
USA 24.5 5.5 4.1 3.3 4.6 4.2 3.1
China 16.4 8.0 5.2 5.1 0.8 1.9 2.3
Japan 5.8 2.2 3.1 1.4 -0.1 1.1 0.7
India 3.3 12.5 6.9 6.8
Latin America 5.9 4.6 3.1 2.7
Europe 24.4 4.4 4.6 2.9
Eurozone 15.3 5.0 4.9 2.9 2.6 2.5 1.9
Germany 4.4 2.7 4.9 2.9 3.2 2.7 2.0
France 3.1 6.8 4.7 2.6 2.1 2.1 1.8
Italy 2.3 6.4 5.0 1.8 1.9 2.4 1.7
Spain 1.6 4.5 6.5 3.3 2.9 2.7 2.0
Other Western Europe
United Kingdom 3.2 6.8 5.0 2.3 2.4 3.8 2.6
Switzerland 0.8 3.5 2.8 1.6 0.1 0.3 0.8
Sweden 0.6 3.1 3.0 2.3 1.5 1.4 1.7
Eastern Europe
Russia 1.9 3.8 3.3 2.3 4.5 3.4 3.8
Turkey 0.9 6.0 3.5 3.0 18.5 16.0 13.0
Source: Berenberg
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rate, GB: Bank rate; Sources: Federal Reserve, ECB, BoE, Berenberg; Q1 2001 - Q4 2023.
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EQUITIES

Seizing opportunities

Equity markets corrected on a more hawkish Fed and Covid 19 concerns.
Growth stocks were able to prove themselves again. but with real rates rising, this is likely to become more difficult.

We have taken advantage of the correction and increased our equity overweight. We remain cautiously optimistic for now.

e After ever new highs on the stock markets, there was a  Performance and volatility of the S&P 500 Index
sharp sell-off at the end of November. The more transmissi-

ble Covid 19 virus variant from South Africa as well as a more 4800 105
hawkish stance by US central bank created a risk-off envi- 4,400 90
ronment. Both significantly increased uncertainty and fuelled 4,000 -
growth concerns. In this environment, cyclical equities lost

the most. This is evident at the regional index level. In No- £ 3,600 60 o
vember, US equities lost 0.7%, while European equities lost § £

more hawkish Fed. Some investors, like us, saw the setback as 2400
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more than 2%. In early December, however, it was mainly
unprofitable tech stocks that lost value in the context of a 2:800 ,,/ lﬂ %
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styles recently. European value stocks, for example, lost just
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under 4% in November, while cyclical stocks lost more than
Source: Bloomberg, 08/12/2016 - 08/12/2021.

6%. Defensive stocks did not really fare any better, with a

loss of around 5%. Growth stocks and large caps, on the

other hand, lost only about 2%. Our hlgh exposure to growth Overview of equity markets (short/medium term)

stocks thus helped us to weather the sell-off well.

e 2022 is likely to be characterised by persistent inflation, more  Regions oud New
normal profit and economic growth, and valuation pressures. US 2
Fundamentally, the equity markets therefore offer significant-
ly less potential than in 2021. However, the lack of alterna- Europe 7
tives, high money holdings, the absence of extreme position- Emerging markets 7
ing by systematic investors, and good seasonality at the be-  japan 2
ginning of the year make us positive for the time being.

Therefore, it is important to take advantage of opportunities.
We consider this essential in an environment with limited
medium-term potential at the index level.

e We position ourselves with a medium equity overweight
and continue to tactically supplement our quality-growth
exposure with positions of a cyclical nature.

Performance in local currency
As of 08/12/2021 ytd 1-year 3-year P/E Dividend yield

DAX 15,960 +16.3% +32.0% +38.6% 15.4 2.5%

SMI 12,383 +19.0% +27.5% +51.4% 19.4 2.6%

MSCI UK 2,039 +16.6% +30.9% +12.4% 12.2 4.2%

EURO STOXX 50 4,310 +24.3% +42.6% +46.6% 16.9 2.7%

STOXX EUROPE 50 9,055 +23.1% +35.9% +38.1% 16.2 3.1%

S&P 500 4,661 +25.5% +40.3% +80.6% 22.5 1.3%

MSCI Em. Markets 1,262 -0.3% +15.3% +36.9% 13.3 2.8%
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BONDS

Growth concerns dominate

Covid 19 worries and growth concerns caused yields on longer-dated government bonds to fall significantly.
EUR corporate bonds are only conditionally attractive despite widening spreads. Asian corporate bonds under observation.
We underweight bonds and focus on credit risk and off-benchmark themes; duration — short.

e Yields on 10-year European government bonds have fallen in Yields on 10-year government bonds

recent weeks despite record-breaking inflation figures. Uncer-

4.0
tainty about monetary tightening as well as Covid 19 risks and 35
related growth concerns pushed yields down at the long end of 2.0
the curve. Yield volatility increased significantly. Yields on 10- 25
year German government bonds, for example, have fallen 20
about 10 basis points (bps) in the last four weeks. At the short S5
T 1.
end, seasonal special effects are keeping yields near their lows T 10
for the year. 05
e Yields on 10-year US government bonds, on the other hand, 0.0
are at similar levels to four weeks ago. But here, too, yield vola- 0.5
tility was clearly elevated. The yield curve has flattened noticea- -1.0
bly in the US despite high inflation expectations and due to the Dec'16 bec 17 Dec'18 bec'19 Dec 20 Dec'21
hawkish Fed. Germany us Italy France
e The corporate bond market was also characterised by high Source: Bloomberg, 08/12/2016 - 08/12/2021.
inflation figures, central bank rhetoric and COVID-19 fears.
Risk premiums have risen across the board in recent weeks. . .
. . Overview of bond markets (short/medium term)
Spreads on investment-grade corporate bonds widened by
around 10bp, while those on riskier high-yield bonds widened Orientation old N
. ew
by around 15bp. Although yields on EUR corporate bonds are
now much more attractive again, we maintain our cautious posi- Duration i i
tioning and wait for the normally supply-intensive start to the Government bonds N A
year. In emerging market bonds, we prefer local currency Corporate bonds EN >
heir high yiel low i itivi
bonds due Fo their high yields and ow interest rat.e sensitivity High-yield bonds > >
and find Asian corporate bonds particularly attractive after the
e . Emerging market bonds 7
recent stabilisation in China.
¢  We underweight bonds. We maintain our focus on corporate )
and emerging market bonds and keep duration short. Yields (10-year) old New
Germany 7
UK |
us |
Performance in index currency
As of 08/12/2021 ytd 1-year 3-year
Government bonds
(iBOXX Europe Sovereigns Eurozone) 255.96 -2.9% “2.7% +10.6%
Covered bonds
(iBOXX Euro Germany Covered) 203.67 -1.8% -1.9% +2.8%
Corporate bonds
(iBOXX Euro Liquid Corporates 100 Non-Financials) 161.74 -0.8% -0.2% +7.8%
Financial bonds
(iBOXX Euro Liquid Corporates 100 Financials) 160.59 -0.5% +0.3% +6.3%
Emerging market bonds )
(Bloomberg Barclays EM USD Aggregate TR Index Unhedged) 1,264.48 1.8% *2.4% +19.5%

High-yield bonds 9
(Bloomberg Barclays Global High Yield Total Return Index, USD) 1,530.41 *1.1% +7.9% +19.2%
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COMMODITIES

Covid worries put commodities under pressure

Strong USD prevents gold appreciation this year.

Crude oil price suffered from covid and economic worries.

Industrial metals await economic signals.

The sideways movement of gold continues. The precious
metal is currently caught between high inflation expectations
and the strong US dollar, which has prevented a significant
appreciation of gold this year.

Crude oil has come under strong pressure in the wake of the
increase in new covid infections and the associated uncertain-
ties for the global demand outlook. The sell-off was exacer-
bated by vulnerable positioning. The oil price should regain
ground as the fourth wave of the pandemic subsides. On the
supply side, the reluctance to invest is likely to lead to a grad-
ual tightening of supply in the medium term.

Industrial metals fluctuated volatile sideways in November.
If we return to a phase of economic expansion in the coming
months, which is in line with our expectations, then industrial

metals should gain ground again.

Price development

CURRENCIES

Monetary policy divergence weighs on the euro

EUR/USD: Euro weaker than expected.
EUR/GBP: Sideways trend continues.
EUR/CHF: Swiss franc reaches post-2015 high.

e EUR/USD: The ECB's wait-and-see attitude is now prov-
ing to be a considerable burden for the euro exchange rate.
While the US Federal Reserve, the Bank of England and
other central banks are initiating a change of course in
monetary policy, the ECB is remaining emphatically calm.
Since it considers inflation to be temporary, it will keep its
key interest rate at 0% well beyond next year. Moreover, at
its meeting on 16 December, the ECB is likely to turn its at-
tention back to economic risks because of the current
COVID-19 news situation. This would not help the euro
exchange rate.

e EUR/CHEF: The Swiss franc has risen strongly. Neverthe-
less, the Swiss National Bank has only taken moderate
countermeasures. Overall, the unease about the strength of
the franc is limited. This is often justified by the significantly
higher eurozone inflation, which offsets the exchange rate
effect. More importantly, the Swiss economy can now cope

with the strong franc.

Exchange rates

2,200 140 0.95 1.30
2,000 120 0.90 . 1.25
'S
1,800 100 0.85 fdy 100
a
8 1,600 80 0.80 1.15
£ h
1,400 60 0.75 1.10
"
1,200 f 40 0.70 1.05
1,000 -« . . . . . 20 0.65 T T T T 1.00
2011 2013 2015 2017 2019 2021 Dec '16 Dec '17 Dec '18 Dec '19 Dec '20
Gold (lhs) Brent-Oil (rhs) EUR/GBP (lhs) EUR/USD (rhs)
Source: Bloomberg, 01/01/2011 - 08/12/2021. Source: Bloomberg, 08/12/2016 - 08/12/2021.
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Performance Performance
As of As of
08/12/2021 ytd 1-year 3-year 08/12/2021 ytd 1-year 3-year
Gold USD/ounce 1,770 -6.8% -7.3% +43.6% EUR/USD 1.16 -4.9% -0.9% +2.0%
Silver USD/ounce 23.5 -10.9% -2.9% +59.8% EUR/CHF 1.06 -2.1% -1.0% -7.3%
Copper USD/pound 432.1 +22.8% +39.7% +53.9% EUR/GBP 0.85 -5.1% -5.4% -3.4%
Brent USD/bbl 81.99 +58.3% +106.5% +12.6% EUR/JPY 132.38 +4.9% +8.1% +2.7%
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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 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 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 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 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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Robert Reichle | 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-

Internet
index.html.

word “berenberg” at

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.
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