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Economics

e US economy more robust than expected, soft landing ahead. China is slowly stabilising.

e FEurope: Economy at low point, inventory correction in industry ends at the beginning of 2024, upturn from Easter.

e Inflation continues to fall, interest rate turnaround approaches: Fed, ECB and BoE cut interest rates from Q2.

Equities .

Equities with new all-time highs after bumpy start to the year. Market breadth remains low and large caps continue to dominate.

e Soft landing scenario remains market consensus. High investor positioning limits upside potential.

e We continue to feel comfortable with our balanced positioning. Small caps more attractive again as the economy recovers.

Bonds J

Yields on safe government bonds have risen since the beginning of the year in the face of hawkish central banks.

e Increased interest rate volatility on both sides of the Atlantic continues to argue for duration close to neutral.

e High yield valuation incteasingly unattractive, IG fundamentally well positioned. EM local curtency bonds favoured.

Commodities ®

Gold remains robust despite the decline in interest rate optimism and continues to offer an attractive addition to the portfolio.

e Crude oil rose due to the attacks by the Houthi rebels, but the potential is limited due to sufficient supply.

e Chinese stimulus measures support industrial metal prices, rising industrial activity could provide a tailwind.

Currencies [

EUR/USD: Recently dollar strength rather than euro weakness thanks to robust US economy.
EUR/CHE: Slightly stronger since the beginning of the year, but no real trend reversal yet.

e Future trends dependent on interest rate policy — European Central Bank sends very mixed signals.

Current market commentary

Equity markets had a bumpy start to the year. Concerns that the
interest rate cuts expected by the broad market consensus would
be premature and too severe weighed on equity prices. However,
the trend reversal following the strong year-end rally was short-
lived. The strength of equity markets continued, fuelled by the
debate on US QT tapering, the robust US labour market and Al
optimism. If the US economy remains robust for longer and the
Fed surprises on the dovish side, the strength in equity markets
could continue into the typically weak summer season and the
run-up to the US elections. However, investor positioning in
equities and the risk of higher interest rates for an extended peri-
od of time should limit the upside potential.

The bond market also saw a turnaround in bond yields at the turn
of the year: The increased probability of a "higher for longer"
scenario abruptly ended the decline in bond yields. The recent

lack of demand for new issues also put US government bonds
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under pressure. The renewed rise in oil prices and geopolitical
tensions around the Red Sea have recently increased the risk of
inflation. This does not make the central banks' situation any
easier (recently strong disinflation but rising inflation risks again).
Given the optimistic investor sentiment, we are currently com-
fortable with our broad positioning with overweights in bonds
and alternatives.

On the commodities side, gold is proving surprisingly resilient
after a consolidation at the start of the year. Given the high geo-
political risks and the low positioning of investors, gold remains
an attractive addition to portfolios. Crude oil benefited in the
short term from the attacks in the Red Sea, but its fundamental
potential remains limited in the medium term. We see upside
potential for base metals and copper in particular this year, espe-
cially if the manufacturing sector recovers as our economists

CXpCCt.
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ECONOMICS

Interest rate turnaround supports economic hopes

US economy: soft landing ahead, new momentum in the second half of 2024. China is slowly stabilising.
Europe: economy at low point, inventory correction in industry ends in winter, upturn from Easter.
Inflation continues to fall, interest rate turnaround approaches. Fed, ECB and BoE cut interest rates from Q2 2024.

e A soft landing for the US economy: Although the US Fed- Interest rate turnaround approaching: With inflationary pres-
sure continuing to ease slowly, the US Fed may cut its key inter-
est rate from May 2024, from 5.5% to presumably 4.5% at the
end of 2024 and 3.5% at the end of 2025. The ECB will probably
follow suit in June at the latest. We now expect a euro money

eral Reserve has slammed on the brakes, the US economy
continues to hold up better than expected. Interest-sensitive

residential construction has already stabilised after a strong

correction. Unlike in previous cycles, companies do not have market rate of 3.25% at the end of 2024 and 3.0% at the end of
to correct overcapacity, so they are reducing their investments 2025. If wage pressure eases noticeably at the beginning of 2024,
less than before despite high interest rates. The expansive fis- the ECB could act as early as April.
cal policy is supporting demand. However, the labour market GDP and inflation forecasts (%)
is losing some momentum. Overall, there are signs of a soft GDP growth Inflation
landing with reduced growth in the first half of 2024 before Share 2023 2024 2025 2023 2024 2025
the economy can pick up speed again. Declining inflation is
. . . World 100.0 3.0 22 25
supporting consumer confidence (chart). While the risk of a
: p . . us 24.2 2.5 1.8 1.7 4.1 2.8 23
recession has decreased further, there is an increasing chance
. . .. China 18.4 5.1 4.3 3.8 0.2 1.7 2.0
that the economy could surprise on the upside again in the
. Japan 5.2 1.9 07 1.1 3.3 241 1.9
election year 2024.
. . . India 3.3 6.0 6.5 6.0
e Stagnation in Europe: After the end of the pandemic- . )
. . . Latin America 5.2 2.0 2.2 2.5
related supply bottlenecks, many companies had built up their
stocks too much. In view of unexpectedly weak global trade Europe 26.4 1.1 0.8 1.7
in 2023, they have been reducing their stocks again since May. Eurozone 15.2 05 07 1.7 54 23 23
As a result, they are currently producing less than they are Germany 4.4 0.1 04 1.6 6.0 25 23
selling. The recession in industry and residential construction France 3.1 09 07 1.7 57 29 25
is also weighing on consumer sentiment and demand. Overall, Italy 2.2 07 07 12 59 1.4 22
the euro economy is stagnating. Spain 1.5 2.5 1.8 2.0 34 23 23
e New upswing in spring: However, there are increasing Other Western Europe
signs that the industry has bottomed out. Companies are less United Kingdom 3.2 0.3 06 1.7 73 25 2.1
pessimistic than they were three months ago. This suggests Switzerland 0.8 0.7 11 15 22 15 13
that the inventory correction will soon come to an end. Alt- Sweden 0.7 0.5 03 2.0 85 3.0 2.3

hough the purchasing power of consumers has been increas-
Eastern Europe

Russia 1.9 24 15 1.0 6.0 7.0 6.0
Turkey 0.8 40 25 3.0 54.0 50.0 30.0

ing again since the spring with falling inflation and rising wag-
es, they are holding back on purchases. However, if the econ-
omy stabilises in the winter and the news situation improves,

they will probably spend more again in the spring and thus source: Berenberg

give the economy some momentum. The mood is rising: Survey by the University of Michigan
e China weak: China's long-term problems (demographics, 110
state control, credit overhang) are becoming increasingly ap-

parent. However, China can and wants to prevent the correc- 100

tion in the property market from triggering a major financial 90

crisis. The data suggests that the situation is stabilising. 80
e Inflation declining: Despite the turmoil in the Middle East, 70

inflation has continued to fall in the USA and Europe. Oil

prices have reacted only moderately. For the eurozone, we 60

expect inflation of just under 2% in the summer. In Europe, 50

however. inflation may rise again in 2025 if cornpanies are 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023
>

able to pass on tising labour costs to consumers when the US consumer sentiment

. Q1 1966 = 100; non-seasonally adjusted monthly data. Source: University of Michigan
economy improves.
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EQUITIES

Equity markets with widening valuations and new all-time highs

Equities with new all-time highs after bumpy start to the year. Market breadth remains low and large caps continue to dominate.
Soft landing scenario remains market consensus. High investor positioning limits upside potential.
We continue to feel comfortable with our balanced positioning. Small caps more attractive again as the economy recovers.

e After a bumpy start to the year, the equity markets contin-  Performance and volatility of the S&P 500 Index
ued the trends of the previous year (low market breadth, large

cap growth and tech stocks as the dominant performance i:zzg :g
drivers) and reached new highs. The S&P 500 even reached a 4,400 70
new all-time high in January. 4,000 60

e At European sector level, technology stocks have led the 3,600 50 <
way by a clear lead over the last four weeks. Telecommuni- 3,200 /w/ \ ‘3‘8 £
cations and healthcare stocks, the relative losers of 2023, as 2.800 20
well as cyclical and consumer staples also made slight gains. 2.400 10
Utilities and basic materials stocks, on the other hand, 2,000 - ‘ ‘ ‘ ‘ 0
lagged behind. At the style level, growth stocks outper- Jan’19  Jan'20  Jan21  Jan'22  Jan'23  Jan'24
formed in Europe over the last four weeks. In Europe and S&P 500 (Ihs) VIXIndex (rhs)
the US, large caps also performed better than small caps. Source: Bloomberg, 31/01/2019 - 31/01/2024.

e Even if the "Goldilocks" hopes have faded somewhat due to
the recent robust US economy and the market's strong expec- ) . .
tations of interest rate cuts have been dampened as a result, Overview of equity markets (short/medium term)

the consensus on most markets continues to assume a "soft

landing" scenario and has already priced this in, at least in ~ Regions oid New

part, with an increase in valuations. However, risks such as us N >

higher intetest rates in the longer term and thus a possible Europe N >

tightening of financing conditions, low market breadth, (over-

L .. L Emerging markets P

ly) high investor optimism, vulnerable positioning and weaker

growth prospects in China remain risk factors. Japan > >
e If US economic data remains robust and the Fed surprises on

the dovish side, the strength in equity markets could continue

into the typically weak summer season and the run-up to the

US elections. However, given the high level of investor posi-

tioning in equities and the risk of higher interest rates for

some time to come, the upside potential is likely to be limited.

For these reasons, we feel currently comfortable with our

broad, balanced positioning.

Total return in local currency
As of 31/01/2024 ytd 1-year 3-year P/E Dividend yield

DAX 16,904 +0.9% +11.7% +25.8% 12.6 3.3%
SMI 3,583 +1.6% +1.5% +10.7% 20.2 3.0%
MSCI UK 2,187 -1.2% +2.0% +36.7% 11.4 4.0%
EURO STOXX 50 4,648 +3.0% +15.4% +46.7% 13.3 3.2%
STOXX EUROPE 50 10,797 +3.0% +12.3% +48.2% 14.8 3.2%
S&P 500 9,119 7% +20.2% +34.8% 22.8 1.5%
MSCI Em. Markets 976 -4.6% -2.6% -20.1% 13.5 3.2%
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FIXED INCOME

Central banks back in the spotlight, expectations of interest rate cuts recently dampened

Yields on safe government bonds have risen since the beginning of the year in the face of hawkish central banks.
Increased interest rate volatility on both sides of the Atlantic continues to argue for duration close to neutral.

High yield valuation increasingly unattractive, IG fundamentally well positioned. EM local currency bonds favoured.

e Robust economic data in the USA and rising inflationary risks Yields on 10-year government bonds
on both sides of the Atlantic have dampened market partici- 5 \
pants' expectations of sharp interest rate cuts in the near future 4 \

since the beginning of the year. Rising real interest rates and in-

flation expectations, which were once again fuelled by geopolit- 5,
ical tensions in the Red Sea, weighed on safe government Z 2 \'Q m
bonds last month. US government bonds were recently sup- 1 ‘

ported by a better-than-expected refinancing announcement by

the US Treasury Department. As a result, the yield on 10-year
government bonds in the USA was 4.0% and 2.2% in Get- _Jlan 19 Jan 20 Jan 21 Jan 22 Jan 23 Jan 24
many. Falling debt ratios and the low level of planned new is-

Germany us Italy France
sues compared to the European core countties, on the other
. . Source: Bloomberg, 31/01/2019 - 31/01/2024.
hand, gave government bonds from the peripheral countries a
tailwind — the BTP-Bund spread narrowed to about 150 bp.
e Corporate bonds once again benefited from the further nat- Overview of bond markets (medium term)
rowing of spreads in Januaty. In a long-term compatison, the o
. . . . . rientation
relative valuation of the IG segment, combined with solid bal- old New
ance sheets and generous liquidity reserves of most issuers, re- Duration Neutral Neutral
mains more attractive than the risk premiums in the HY seg- Government bonds > >
ment. The IG segment is also supported by technical factors,
. . Corporate bonds P
above all cash inflows. A short supply of new issues and nar-
rower spreads also supported emerging market bonds. High-yield bonds > >
e In the case of safe bonds, we continue to favour covered AT [WEEE e »
bonds and their European counterparts over government
bonds due to the attractive additional yield. In Europe, we fa- Yields (10-year) old New
vour corporate bonds from the financial sector and avoid cycli- Germany > >
cal sectors. In emerging markets, we continue to favour the lo- UK > >
cal currency segment. In the hard currency segment, we favour Us BN >
government bonds over IG corporate bonds due to their higher
yields and longer duration. Due to the high interest rate volatili-
ty, we continue to keep the duration at neutral.
Performance in index currency
As of 31/01/2024 ytd 1-year 3-year
Government bonds
(iBOXX Europe Sovereigns Eurozone) 221.12 -0.6% +4.1% -15.6%
Covered bonds
(iBOXX Euro Germany Covered) 185.53 -0.3% +3.6% -10.4%
Corporate bonds
(iBOXX Euro Liquid Corporates 100 Non-Financials) 147.28 -0.2% *5.7% -9.6%
Financial bonds
(iBOXX Euro Liquid Corporates 100 Financials) 155.20 +0.2% +6.5% -3.7%
Emerging market bonds
(J.P. Morgan EMBI Global Diversified unhedged Return EUR) 570.91 +0.7% +6.6% +0.4%
High-yield bonds 447.40 +0.1% +8.9% -0.3%

(ICE BofA Global High Yield Index)
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COMMODITIES CURRENCIES

Between geopolitics and a robust economy US dollar on the rise since the turn of the year

Gold defies strong US economy. EUR/USD: dollar strength rather than euro weakness.
Crude oil benefits from attacks by Houthi rebels. EUR/GBP: Euro remains at 0.85.

Metals supported by hopes of stimulus in China. EUR/CHEF: Swiss franc strong in long-term compatison.

e Gold is holding up remarkably well in view of the surprisingly e EUR/USD: The single curtency temporatily reached over

strong US economy and the somewhat less optimistic expec- USD 1.10 per euro, but fell back to 1.08 recently. This
tations of interest rate cuts in the near future. With investor movement reflects recent dollar strength rather than euro
positioning now low and geopolitical risks high, gold remains weakness. The euro remains stable against a broad basket of
an attractive addition to the portfolio. currencies, while the dollar has appreciated. Future devel-
e Crude oil has risen sharply since the beginning of the year. opments will depend on the expected recovery of the euro
Most recently, attacks by Houthi rebels on oil tankers in the economy and the timing and extent of interest rate cuts.
Red Sea have driven up the price. Ships are switching to long- The European Central Bank has sent mixed signals regard-
er routes, which is driving up delivery times and costs. How- ing a first rate cut and although the markets are pricing in 25
ever, supply remains plentiful thanks to high free capacities, basis points for April, June seems more likely.
meaning that the potential appears fundamentally limited. e EUR/CHEF: Since the start of the yeat, the euro has risen

o Industrial metals recently benefited from the reduction in slightly to 0.94 against the franc. Compared to the long-

the Chinese minimum reserve rate and the surprisingly robust term trend of a strengthening franc, however, such correc-

economic data. In addition, "green" demand remains high. tions are hardly significant. It remains to be seen whether

Meanwhile, copper producers, for example, are struggling the expected recovery in the eurozone economy over the

with disruptions. Rising activity in the industry would further course of the year will give the euro more lasting support, as

support the price trend. we anticipate.

Price development Exchange rates

2,200 140 1.20 1.25
2,000 . 120 1.15 1.20
1,800 3\ 100 1.10 . 115
o \ W
2 1 600 o 80 1.05 H 1.10
£
1,400 4 60 1.00 \.( 1.05
0.95 : 1.00
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0.90 « ; ; ; ; , 0.95
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Gold (lhs) Brent-Qil (rhs) Source: Bloomberg, 31/01/2019 - 31/01/2024.

Source: Bloomberg, 31/01/2019 - 31/01/2024.

Overview of commodities (short/medium term) old New Overview of currencies (short/medium term)  old New
Gold > -> EUR/USD | Euro/US dollar 7|
Oil (Brent) > 4 > 2 EUR/CHF | Euro/Swiss franc > e 2
Industrial metals > 4 EUR/GBP | Euro/Sterling > =>
EUR/JPY | Euro/Japanese yen > > 2
Performance Performance
31/01 /Azi)gi ytd 1-year 3-year 31/01 /%20; ytd 1-year 3-year
Gold USD/ounce 2,040 -1.1% +5.8% +10.4% EUR/USD 1.08 -2.0% -0.4% -10.9%
Silver USD/ounce 23.0 -3.5% -3.3% -14.9% EUR/CHF 0.93 +0.3% -6.4% -13.8%
Copper USD/pound 390.6 +0.4% -7.6% +9.8% EUR/GBP 0.85 -1.7% -3.3% -3.7%
Brent USD/bbl 81.71 +6.1% -3.3% +46.2% EUR/JPY 158.95 +2.1% +12.5% +25.0%
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IMPORTANT NOTES
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Disclaimer

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 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.

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 infor-
mation on the opportunities and risks of the relevant fund. In the case of

securities for which a securities prospectus is available, investment deci-
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sions 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 ad-
dress https://docman.vwd.com/portal/berenberg/index.html. The sales
documents of the funds can also be requested from the respective in-
vestment 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 fore-
casts are not a reliable indicator of future performance. Please refer to
the online glossary at www.betenberg.de/glossat for definitions of the
technical terms used in this document. For important disclosures and
index- and market data,

information on see

https:/ /www.berenberg.de/en/legal-notice/license-notice/.
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