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Economics J

US economy loses some momentum, China’s growth stabilizes, consumption-driven upturn in Europe.

e ECB lowers key interest rates at a snail’s pace, Fed expected to follow at the end of the year. Wage pressure remains high.

e Political risks: Trump leads in US polls, shift to the right in snap elections in France could weaken Europe.

Equities .

The stock markets are trading at new all-time highs following the correction in April. US market breadth remains low.

e Small caps in Europe with rebound potential due to economic recovery, M&A activities and inflows.

e Volatile sideways movement expected until the US elections. Short-term support from seasonality in July.

Bonds J

Despite the ECB’s first interest rate cut, the path ahead remains uncertain due to volatile economic data.

e Increased rate volatility and inverse rate structure on both sides of the Atlantic continue to favor duration close to neutral.

e 1G segment valued more attractively than high-yield bonds. EM local currency bonds preferred.

Commodities ®

Gold defies higher real rates and a strong dollar. ETF, central bank and EM private buying provide structural support for gold.

e Crude oil in summer with tailwind from US travel season. Declining OPEC production cuts increase supply.

e Base metals with potential after consolidation. Long-term demand intact due to decarbonisation and digitalisation.

Currencies [

Opposing forces are currently at work in the euro-dollar exchange rate.
The widening interest rate differential is weakening the euro, while the economic recovery in the eurozone is providing support.

All'in all, we therefore expect the exchange rate to move sideways until the end of the year.

Current market commentary

The economic recovery in the second quarter weighed on bonds
but boosted equities and industrial metals. Gold also remained
robust in the face of higher real interest rates and the stronger US
dollar. The economies in Europe and China surprised on the
upside. At the same time, more and more macro data points to a
slowdown in the US economy. Investors significantly reduced
their US interest rate cut expectations. Despite this, the equity
markets continued to rise after the setback in April. European
and emerging market equities caught up. European small caps
performed significantly better than their US counterparts. Here,
the prospects of an economic recovery, combined with the pro-
spect of interest rate cuts and rising M&A activity, are providing
support. In the USA, on the other hand, the "higher for longer"
narrative, which has once again come to the fore, had a negative
impact. Despite the setback on the stock markets in April, there
was no adjustment to the positioning. This remains vulnerable at

the high levels. We are sticking to our anti-cyclical approach to
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equities over the summer: If there are stronger corrections in the
coming months, these could offer entry opportunities in our
view. If, on the other hand, the markets continue to rise, we can
imagine taking profits on equities. We believe an upward
breakout is unlikely. Especially as liquidity is likely to decrease
over the summer.

In the bond segment, we expect that yields on long-term bonds
will hardly fall if central banks are reluctant to cut interest rates in
an already recovering economy. We see better opportunities in
riskier segments such as corporate bonds with short to medium
maturities. The risk premiums on corporate bonds are unlikely to
widen much in the event of an economic recovery. We also pre-
fer local currency bonds from emerging and frontier markets.
Commodities remain attractive in the medium term, especially
gold and industrial metals, and continue to be a focus in our
portfolios.



INVESTMENT COMMITTEE MINUTES | 13 June 2024

ECONOMICS

USA lands softly, Europe emerges from stagnation — but political risks could cloud the outlook

US economy loses some momentum, China’s growth stabilizes, consumption-driven upturn in Europe.
ECB lowers key interest rates at a snail’s pace, Fed expected to follow at the end of the year, wage pressure remains high.
Political risks: Trump leads in US polls, shift to the right in snap elections in France could weaken Europe.

e US economy largely robust: Although the Fed has hit the ECB first: The ECB initiated the cycle of interest rate cuts in
June. However, it is likely to proceed only slowly, with a maxi-
mum of two further steps of 0.25 percentage points each before
the end of the year. Although the Fed could follow suit as early as
July or September, it will probably wait for the outcome of the
election, which is important for fiscal policy, before lowering the

brakes hard, the economy has so far held up better than ex-
pected. The expansive fiscal policy is supporting demand
through extensive subsidies for private investment and a rapid

increase in government spending. However, many data points

indicate that the domestic economy is slowly losing momen- upper limit of its key interest rate band in four steps to 4.5%
tum after a strong start to the year. For the remainder of the from December.
year, we expect growth in private consumption and GDP to GDP and inflation forecasts (%)
be slightly below the respective annualized trend rate of 2%. GDP growth Inflation
This still results in GDP growth of 2.4% for 2024. Share 2024 2025 2026 2024 2025 2026
e Europe's recovery has begun: The eurozone economy is
.. . . World 100.0 2.5 2.6 2.6
slowly regaining momentum after near-stagnation in 2023.
. . . . us 26.1 2.4 1.8 2.0 3.2 28 27
The inventory correction in the manufacturing sector is large- .
. . China 16.9 50 43 4.2 0.5 1.8 2.0
ly complete. In addition, consumer purchasing power has
. . S . - Japan 4.0 0.1 1.2 141 23 20 1.7
been increasing again since spring 2023 due to rising wages Indi 3.4 70 65 6.0
ndia . . . .
and falling inflation. As expected, this is stimulating demand ) )
. K . . ’ . Latin America 6.3 2.2 2.5 2.6
for services in particular. Exports are also increasing again
somewhat after a decline in 2023. The economy could grow at Europe 24.3 1.0 1.6 1.5
a rate of 0.4% quarter-on-quarter from the summer onwards Eurozone 14.8 0.8 1.6 15 23 22 25
and achieve overall growth of 1.6% in 2025. Germany 4.3 02 1.4 13 25 22 24
e China structurally weak: China's long-term problems (de- France 2.9 116 16 24 23 25
mographics, state control, credit overhang) are becoming in- Italy 2.2 1.0 13 12 2 20 23
creasingly apparent. However, China can and wants to pre- Spain 1.5 22 20 2.1 30 25 26
vent the correction on the real estate market from triggering a Other Western Europe
major financial crisis. The situation is slowly stabilizing. For- United Kingdom 3.2 08 1.7 1.7 25 24 25
eign trade picks up again somewhat. Unlike in 2023, China is Switzerland 0.8 12 15 15 14 14 15
unlikely to weigh on the global economy in 2024 and 2025. Sweden 0.6 05 2.0 2.0 3.0 22 25

e A mixed picture for inflation: in the US, the inflation rate
has stabilized at around 3% since the end of 2023. In view of
the robust economy, price pressure in the USA will not de-

Eastern Europe
Russia 1.9 2.3 1.1 0.0 7.0 6.0 6.0

: Turkey 1.1 29 3.0 25 560 28.0 20.0
crease any further. In the eurozone, on the other hand, infla-

. Source: Berenberg

tion may fall to around 2% by the start of 2025 as gas and

electricity prices decline. However, inflationary pressure is al- Bloomberg economic surprise index: USA loses momentum
so likely to increase again in Europe by 2026 at the latest if 1.2

companies are able to pass on wage costs, which continue to 10

rise by around 4% per year, to consumers when the economy 8'2

improves. 0.4

e DPolitical risks: Donald Trump is narrowly ahead in the polls 0.2 7

for the US election in November. His return to the White 00 “wbﬁh:’f BIAL T
House could contribute to geopolitical risks and trade ten- :8:421

sions. This would be neutral for the US economy but could 06

have a negative impact on Europe. A possible shift to the -0.8

2020 2021 2022 2023 2024

right in the snap elections in France could also make political

decisions more difficult at EU level. USA Eurozone

Source: Bloomberg

2/6 Joh. Berenberg, Gossler & Co. KG




INVESTMENT COMMITTEE MINUTES | 13 June 2024

EQUITIES

Stock markets tend to be weak in summer — except for seasonality at the beginning of July

The stock markets are trading at new all-time highs following the correction in April. US market breadth remains low.
Small caps in Europe with recovery potential due to economic recovery, M&A activities and inflows.
Volatile sideways movement expected until the US elections. Short-term support from seasonality in July.

e FPollowing the correction at the end of April, the stock mar-  Performance and volatility of the S&P 500 Index
kets continued to soar in May and June. The S&P 500 and

5,600 90
Nasdaq even reached new all-time highs. However, market 5.200 80
breadth in the US was again very low and the equally 4,800 70
weighted S&P 500 was relatively underperforming. US small 4,400 60
caps also struggled. The market focus was once again on the 4,000 %0
large tech stocks and the solid reporting season. At the same 3,600 N 40 g
. . 3,200 i 30
time, however, the large number of current interest rate and ” b
o . . 2,800 20
economic risks created uncertainty about the US Fed's inter- 5 400 10
est rate policy. 2,000 . ‘ ‘ ‘ ‘ o
e European stock markets have developed very heterogeneous- Jun19  Jun'20  Jun21  Jun22  Jun’23  Jun’24
S&P 500 (lhs) VIX Index (rhs)

ly at sector level over the last four weeks. Information tech-
nology stocks were clearly ahead. Healthcare and tele-  source: Bloomberg, 12/06/2019 - 12/06/2024.

communications stocks as well as industrials also gained.

Energy stocks, on the other hand, lagged behind, weighed

down by the weak oil price. Utilities and basic materials al- Overview of equity markets (short/medium term)
so fell.

e TFollowing the recent high level of risk appetite on the equity ~ Regions oid New
markets, investor sentiment is now somewhat more balanced us > >
again after the setback. However, the market correction in Europe >
April did not lead to an adjustment in positioning. It is there-

. Emerging markets |
fore still vulnerable, but not extremely so.

e Even though summer historically means weaker equity mar- Japan > >
kets, the seasonality at the beginning of July tended to be
very supportive. Market breadth in Europe should continue
to increase as the economy recovers. Small caps are likely to
recover, supported by increasing M&A activity and stronger
inflows. In this environment, commodity stocks should also
continue to benefit, especially as investor positioning in
these sectors is not high. As we expect higher volatility in
the summer and the ECB has cut interest rates for the first
time, we are also considering more defensive sectors such as
utilities or consumer staples as tactical additions.

Total return in local currency
As of 12/06/2024 ytd 1-year 3-year P/E Dividend yield
DAX 18,631 +11.2% +15.7% +18.7% 13.5 3.1%
SMI 3,889 +10.3% +7.9% +4.6% 19.0 3.0%
MSCI UK 2,346 +8.2% +12.8% +32.1% 11.8 3.9%
EURO STOXX 50 5,034 +14.3% +20.5% +35.1% 14.1 3.3%

STOXX EUROPE 50 11,907 +13.6% +17.9% +39.7% 15.3 3.2%

S&P 500 10,242 +14.2% +26.3% +31.9% 22.5 1.4%

MSCI Em. Markets 1,069 +5.6% +9.8% -15.4% 12.9 2.9%
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FIXED INCOME

ECB makes first interest rate cut, uncertainty surrounding Fed's first rate cut

Despite the ECB’s first interest rate cut, the path ahead remains uncertain due to volatile economic data.
Increased rate volatility and inverse rate structure on both sides of the Atlantic continue to favor duration close to neutral.

IG segment valued more attractively than high-yield bonds. EM local currency bonds preferred.

e - A robust labour market and volatile inflation data in the US Yields on 10-year government bonds
are keeping uncertainty about possible interest rate cuts by the 6

Fed this year high and are causing continued volatility on the 5 S
bond market, with the yield on 10-year US government bonds 2 4 '\M
recently standing at 4.32%. The yield on 10-year German gov- 3 M W
ernment bonds recently rose to 2.55%, close to its high for the Z )
year, following higher inflation expectations from the ECB and L
the strength of the right-wing spectrum in the European elec-
tions. Following the announcement of snap elections in France, 0 ' '
. . . . -1
the OAT-Bund spread widened to its highest level since Oc- Jun 19 Jun 20 Jun 21 Jun 22 Jun 23 Jun 24

tober. The uncertainty surrounding the path of interest rate cuts

Germany us Italy France
continues to cause interest rate volatility and inverted yield
. . Source: Bloomberg, 12/06/2019 - 12/06/2024.
curves on both sides of the Atlantic.
e IG corporate bonds continue to offer more attractive valua-
tions on a spread basis compared to the high-yield segment. Overview of bond markets (medium term)
The months of July and August generally represent a seasonal
: Orientation
opportunity for corporate bonds due to the low volume of old New
new issues and low market liquidity. Both the high-yield and 1G Doration Neutral Neutral
segments continue to be supported by positive fund flows. In Government bonds > >
emerging markets, high-yield hard currency bonds from
) . . . Corporate bonds .
commodity-exporting countries offer attractive carry due to sol-
id trade balances. High-yield bonds > >
e When it comes to safe bonds, we continue to prefer covered Emerging market bonds ”
bonds to government bonds. In Europe, we prefer financial
bonds from the IG segment. In emerging markets, we con- Yields (10-year) oud New
tinue to prefer the local currency segment and in hard currency Germany > >
government bonds over corporate bonds due to the higher UK > >
spreads and attractive carry. Due to the interest rate volatility, Us E >
we are leaving the duration at the overall bond level at neutral.
Performance in index currency
As of 12/06/2024 ytd 1-year 3-year
Government bonds
(iBOXX Europe Sovereigns Eurozone) 218.24 -1.8% *2.6% -14.9%
Covered bonds
(iBOXX Euro Germany Covered) 184.72 -0.7% +2.9% -10.1%
Corporate bonds
(iBOXX Euro Liquid Corporates 100 Non-Financials) 146.27 -0.9% +4.4% -9.9%
Financial bonds
(iBOXX Euro Liquid Corporates 100 Financials) 156.00 +0.8% +6.2% -3.2%
Emerging market bonds
(J.P. Morgan EMBI Global Diversified unhedged Return EUR) 592.72 +4.5% *9.7% *2.9%

High-yield bonds -
(ICE BofA Global High Yield Index) 460.21 *2.9% +11.6% 0.0%
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COMMODITIES CURRENCIES

In particular (precious) metals with potential Opposing forces in the euro-dollar exchange rate

ETF, central bank and EM private purchases support gold. The widening of the interest rate differential is roughly

Oil with tailwind in summer due to US travel season. offset by a simultaneous reduction in the growth differen-

Metals benefit from strong demand in data centers. tial.

¢ Gold consolidated above USD 2,300 after reaching new highs e Increasing interest rate differential tends to weaken the
in May. Strong buying by central banks and private investors euro: The fact that the ECB already initiated the interest
in the emerging markets counteracted the appreciation of the rate turnaround in June weakens the euro. This is because
US dollar and real interest rates in the second quarter and the Fed is not expected to follow suit until December. Until
kept the gold price robust. ETF inflows were also positive then, every interest rate cut by the ECB will increase the in-
again for the first time in twelve months. Rising purchases by terest rate differential with the Fed, and the greater the dif-
ETFs, central banks and EM private investors as well as the ferential, the more capital will tend to flow into the USA.
turnaround in interest rates should give gold a tailwind in the However, a large part of this future development has al-
medium term. ready been priced into the markets, so that we expect only

e Crude oil (Brent) is trading above the USD 80 mark again limited downward pressure on the euro over the rest of the

following the sell-off since April. The US driving season is year due to an increasing interest rate differential

likely to support the oil price in the short term. However, the e Economic recovery in the eurozone supports the
gradual withdrawal of OPEC cuts should bring more supply common cutrency: The euro could be supported by the
back onto the market after the summer. fact that the economy in the eurozone is likely to recover

e Industrial metals corrected after the strong rise in May. somewhat over the course of the year, while a slight eco-
Concerns about weaker demand in particular from China nomic slowdown is expected in the USA. On balance, we
have recently had a negative impact. In the long term, decat- therefore expect the exchange rate to move sideways.

bonization and investments in data centers are providing sup-

port.
Price development Exchange rates
2,600 140 0.96 1.25
2,400 125 0.94 1.20
2,200 110 0.92 l ‘ 1.15
A 2000 AML 95 0.90 'q : 1.10
) A A Lp
> 1.800 e ' 8 0.88 h 1.05
~ 1,600 65
WAt 0.86 1.00
1,400 p* 50
0.84 0.95
1,200 35
0.82 - ; . . . » 0.90
1,000 - . . . . » 20 ) \ . , . .
Jun'19  Jun'20  Jun'2l  Jun'22  Jun'23  Jun'24 Jun'l9  Jun'20 - Jun2l - Jun22 Jun23 - Jun'24
) EUR/GBP (Ihs) EUR/USD (rhs)
Gold (Ihs) Brent-Gil (hs) Source: Bloomberg, 12/06/2019 - 12/06/2024.
Source: Bloomberg, 12/06/2019 - 12/06/2024.
Overview of commodities (short/medium term) old New Overview of currencies (short/medium term)  old New
Gold > EUR/USD | Euro/US dollar > >
Oil (Brent) > - EUR/CHF | Euro/Swiss franc > -
Industrial metals ? EUR/GBP | Euro/Sterling > =
EUR/JPY | Euro/Japanese yen N A"
Performance Performance
As of As of
12/06/2024 ytd 1-year 3-year 12/06/2024 ytd 1-year 3-year
Gold USD/ounce 2,325 +12.7% +18.8% +23.8% EUR/USD 1.08 -2.1% +0.5% -10.7%
Silver USD/ounce 29.7 +24.9% +23.6% +6.5% EUR/CHF 0.97 +4.1% -1.1% -11.1%
Copper USD/pound 456.7 +17.4% +21.7% +0.7% EUR/GBP 0.84 -2.6% -1.8% -1.6%
Brent USD/bbl 82.60 +7.2% +15.0% +13.6% EUR/JPY 169.41 +8.8% +12.8% +27.6%
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Disclaimer

This information is a matketing 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 in-
vestment. 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. The purchase, holding, conversion
or sale of a financial instrument, as well as the use or termination of an
investment service, may give rise to costs that affect the expected in-
come. In the case of investment funds, you should always make an
investment decision on the basis of the sales documents (key investor

document, presentation of past performance, sales prospectus, current
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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-
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 address
The

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

https://docman.vwd.com/portal/berenberg/index.html. sales
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 con-
tained in this document are based either on own company sources or on
publicly accessible third-party sources, and reflect the status of infor-
mation 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. For important disclosures and information on index-
and market data, see https://www.berenberg.de/en/legal-notice/license-
notice/. Past petformance, simulations and forecasts are not a reliable
indicator of future performance. Please refer to the online glossary at
www.berenberg.de/glossar for definitions of the technical terms used in
this document. Date 13.06.2024
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