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Economics J

Weak growth in the eurozone, with no additional momentum expected until spring 2025.

e France and Germany are weighing on the eurozone. 2025 will see more growth due to falling interest rates and rising real wages.

e For central banks, the last few metres of monetary easing are the most difficult.

Equities .

Positive economic data, favourable seasonality and gradual interest rate cuts are supporting the US equity market.

¢ Global liquidity, hopes of a soft landing and Donald Trump's election victory are adding breadth to the market.

e We remain optimistic for the end of the year. In Europe, the negatives seem to be largely priced in.

Bonds J

Trump's policy agenda (tariffs, immigration, debt) increases the risk of inflation. We are keeping duration close to neutral.

e FEuro IG credit has positive fundamentals, but increased risk of setbacks. HY offers selective opportunities.

e EM local currency bonds are an attractive portfolio addition.

Commodities ®

Gold corrects after Trump victory, but remains supported by central bank buying and geopolitical risks.

e Crude oil sideways for now. Price rise unlikely without geopolitical escalation and strong demand growth.

e Industrial metals weighed down by potential trade wars following Trump's victory. Long-term drivers remain intact

Currencies e DPolitics, not central banks, are driving exchange rates.

e The US dollar currently has a lot going for it — but the wind could change somewhat in the coming year.

e The strong franc is a cause for concern for the Swiss National Bank.

Current market commentary

Donald Trump's election victory in early November triggered a
strong rally in risky assets, particularly US banks (on hopes of less
regulation and more M&A activity), US mid-caps and cryptocur-
rencies (Trump is seen as crypto-friendly). The US dollar also
strengthened significantly against the euro. European equity mar-
kets, on the other hand, have underperformed since Trump's
victory, weighed down by fears of tariffs, concerns about trade
conflicts, weaker economic data and political uncertainties. Our
decision to increase the equity allocation, favour US equities and
tactically add a US mid-cap ETF has paid off. Since Trump's
election victory, the gap between US equities and international
markets has widened on the back of the "America First" agenda
and rising tariff fears. We remain optimistic for the end of the
year, supported by a robust US economy, positive seasonality and
strong support from share buyback programmes and fund in-
flows.
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In the bond market, we favour IG financials as they are less ex-
posed to tariffs and should benefit from the deregulation of the
US financial sector. In the area of safe bonds, we prefer covered
bonds to government bonds, even though the potential for nar-
rowing swap spreads is limited. In Europe, we see selective op-
portunities in high-yield bonds, while in emerging markets we
prefer local-currency bonds, which offer more attractive yields.

In alternatives, we have taken advantage of the fall in gold prices
since Trump's election victory to increase our overweight posi-
tion. While the high positioning is a short-term risk, factors such
as central bank buying, rising government debt, geopolitical ten-
sions and falling interest rates will support gold in the long term.
Given the uncertainty surrounding Trump's policy plans and
developments in China, cyclical commodities are likely to move

sideways in a volatile manner for the time being.
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ECONOMICS

Politics determines the economic outlook.

In the short term, new growth impulses in the US thanks to Trump, but trend growth could suffer in the longer term.

France and Germany are a drag on the Eurozone. 2025 more growth due to falling interest rates and rising real wages.

For central banks, the last metres of monetary easing are the most difficult.
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Ultra-smooth landing in the US followed by a Trump
boost: The US economy remains very robust and re-elected
US President Donald Trump could even unleash further
growth impulses in the coming year through tax cuts and de-
regulation. In the medium term, however, the announced
tightening of immigration policy and tariffs could weaken
trend growth in the US.

France and Germany are a burden on the eurozone: The
leading economic indicators for the eurozone suggest that
growth momentum will slow towards the end of the year.
Sentiment is particularly poor in the two largest economies in
the eurozone, France and Germany. What the two countries
have in common is that political uncertainty is dampening
economic development. For the coming year, however, we
expect a certain revival of the economy in the eurozone due
to the increasing purchasing power of consumers and falling
interest rates. In addition, the measures to support the econ-
omy in China and the growth impulses from Trump in the
USA will revive foreign demand. The recent devaluation of
the euro against the US dollar will also have a positive effect
on exports. On the other hand, the biggest risk for the euro-
zone economy comes from possible US tariffs.

New elections in Germany open up opportunities: The
German economy has been treading water for three years
now. There are many reasons for this. On the one hand,
global demand continues to weaken, which hits Germany par-
ticulatly hard as an export nation. In addition, Chinese prod-
ucts are increasingly competing with German products in
global markets. The labour shortage and excessive bureaucra-
cy are also having a negative impact. The coalition govern-
ment's disputes have also had a paralysing effect, as they have
been more controversial than necessary reforms. The new
elections on 23 February 2025 therefore also offer the oppor-
tunity to tackle overdue reforms.

Difficult last metres for central banks: Central banks have
recently made little progress on either side of the Atlantic in
combating core inflation. The ECB will therefore probably
only lower its interest rates by 25 basis points at each of the
next three meetings and leave the deposit rate at 2.5% from
the end of Q1 2025. In the US, by contrast, Trump's return to
the White House has significantly complicated the situation
for the Fed. This is because Trump's plans to loosen fiscal
policy further, impose extensive tariffs and severely restrict
immigration are likely to drive up inflation, provided Trump
actually implements these plans. This is likely to force the Fed

to lower key rates more cautiously and to a lesser extent than
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we had previously expected. We therefore now only expect the
Fed to lower key rates once in Q1 2025, leaving the key interest
rate spread at 4.25% to 4.50%.

GDP and inflation forecasts (%)

GDP growth

Inflation

Share 2024 2025 2026 2024 2025 2026

World 100.0 2.5 2.6 2.7
us 26.1 2.7 2.4 241 29 2.7 2.6
China 16.9 4.7 4.5 4.3 0.3 0.8 1.4
Japan 4.0 -0.3 1.1 1.0 2.6 2.1 1.7
India 3.4 7.0 6.5 6.5
Latin America 6.3 2.2 2.5 2.5
Europe 24.3 1.0 1.3 1.6
Eurozone 14.8 0.7 1.0 1.5 2.3 2.1 2.3

Germany 4.3 -0.2 0.3 1.2 2.5 2.4 2.3

France 2.9 1.1 0.7 1.2 2.3 1.8 2.3

Italy 2.2 0.5 0.8 1.2 1.1 20 23

Spain 1.5 3.1 2.2 2.1 28 23 2.6
Other Western Europe
United Kingdom 3.2 0.9 1.4 1.5 2.5 2.7 2.6
Switzerland 0.8 1.3 1.5 1.5 1.4 1.3 1.3
Sweden 0.6 0.7 1.6 1.8 3.0 2.2 2.2
Eastern Europe
Russia 1.9 3.3 1.4 1.4 8.1 9.0 8.0
Turkey 1.1 2.9 3.0 3.0 56.0 28.0 20.0
Source: Berenberg
Real GDP growth since Q4 2019
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EQUITIES

Equity markets likely to remain supported until the end of the year

Positive economic data, favourable seasonality and gradual interest rate cuts are supporting the US equity market.
Global liquidity, hopes of a soft landing and Donald Trump's election victory ate adding breadth to the market.
We remain optimistic for the end of the year. In Europe, the negatives seem to be largely priced in.

e Donald Trump's election victory triggered a strong rally in  Performance and volatility of the S&P 500 Index
equities in November, especially in the US. US banks, US

mid-caps in particular, but also the US dollar and bitcoin ben- 21388 zg
efited significantly. A continued robust US economy, gradual g'ggg 70
interest rate cuts and positive seasonality, combined with the 4.800 60
end of the buyback blackout petiod, provide good conditions 4,400 0.
for equity markets to perform well in the new year. We in- 3’288 40 =
creased our US equity exposure to a moderate overweight 3200 A ¢ A %0
immediately after the US elections, focusing on US mid-caps. gvigg ig

e The uncertainty surrounding the US election was quickly and 2,000 - : : : : 0
positively resolved in favour of the US equity markets with Dec'19  Dec'20  Dec21  Dec'22  Dec'23  Dec'24
Donald Trump's clear victory. In particular, planned deregula- S&P 500 (Ihs) VIX Index (rhs)
tion measures and the proposed reduction in corporate taxes,  Source: Bloomberg, 04/12/2019 - 04/12/2024.

which could add around 4% to S&P 500 earnings, are sup-
porting US equities. However, elevated valuations and high
growth and earnings estimates leave little room for economic ~ Overview of equity markets (short/medium term)

or political disappointment.

e The rest of the world, on the other hand, has been left behind ~ Regions oud New
since Donald Trump's election victory. There ate many rea-  US r
sons for this. In particular, fears of tariffs, worries about new Europe 2
trade wars, increasingly disappointing economic data and po-
Emerging markets r

litical uncertainty have weighed on European equities. How-

ever, we believe that these issues are already largely reflected
in equity prices due to a significant valuation discount and low
investor positioning. Europe is therefore susceptible to posi-
tive surprises, such as a timely end to the war in Ukraine or a

new reform-friendly government in Germany.

Total return in local currency

As of 04/12/2024 ytd 1-year 3-year P/E Dividend yield
DAX 20,232 +20.8% +23.3% +33.4% 15.5 2.7%
SMI 3,774 +7.0% +8.7% -1.0% 18.7 3.1%
MSCI UK 2,377 +11.4% +14.7% +32.8% 12.2 3.9%
EURO STOXX 50 4,919 +12.4% +15.1% +33.5% 14.5 3.3%
STOXX EUROPE 50 11,557 +10.2% +12.3% +31.7% 14.8 3.4%
S&P 500 11,550 +28.7% +34.5% +38.5% 25.8 1.3%
MSCI Em. Markets 1,100 +10.3% +15.4% -1.7% 13.7 2.8%
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FIXED INCOME

Fed: In December between a pause and a cut.

Trump's policy agenda (tariffs, immigration, debt) increases the risk of inflation. We are keeping duration close to neutral.
Euro IG credit has positive fundamentals, but increased risk of setbacks. HY offers selective opportunities.
EM local currency bonds are an attractive portfolio addition.

e After its scheduled meeting in November, the Fed cut the key Yields on 10-year government bonds
interest rate by 25 basis points, as expected by market partici- 5 y

pants. In his speech, Fed Chairman Powell did not give a spe- 4 /‘/W 4 "\A }(t

cific forecast for the interest rate decision in December, but he

. . 3
did admit that the strength of the economy had recently come
. . . . . 2
as a positive surprise and that core inflation was proving some- c 2 4\‘
what more persistent than forecast in September. Donald 1

Trump's new term in office and the associated realignment of

economic and trade policy harbour increased inflation risks for
-1

the US, which, in addition to the strong US economy, could Dec 19 Dec 20 Dec 21 Dec 22 Dec 23 Dec 24

cause the Fed to take a break in its cycle of interest rate cuts.

Germany us Italy France
The yield on 10-year US government bonds was recently at
. . Source: Bloomberg, 04/12/2019 - 04/12/2024.
4.2%, while the yield on 10-year German government bonds
remained at 2.1%. On the other side of the Atlantic, political
and fiscal uncerta.lntleé in France le<'1 to a widening of the OAT- Overview of bond markets (medium term)
Bund spread to its highest level since 2012, most recently to
almost 81 basis points. Orientation old New
e The IG segment of corporate bonds continues to be support- Duration Neutral Neutral
ed by good fufldament.als., but there is a high risk of 2.. setback in Government bonds > >
current valuations. Within the IG sector, we consider finan- >
cials to be attractive, as we expect these issuers to be less af- LLEEIR D ”
fected by possible US tariffs and believe that the deregulation High-yield bonds > >
of the US financial market should provide additional support. Emerging market bonds P

e In the area of safe-haven bonds, we continue to favour covered

bonds over government bonds, although technical factors may Yields (10-year) old New
continue to pose obstacles for the former. In Europe, we see Germany > >
selective opportunities in the high yield bond segment. UK > EN
¢ In emerging markets, we favour the local currency segment us > >
due to its better risk-return profile, particulatly for euro inves-
tors. Due to increased interest rate volatility, we are maintaining
a neutral duration at the overall bond level.
Performance in index currency
As of 04/12/2024 ytd 1-year 3-year
Government bonds
(iBOXX Europe Sovereigns Eurozone) 230.25 +3.6% +6.4% 11.1%
Covered bonds
(iBOXX Euro Germany Covered) 192.72 +3.6% *5.3% -5.8%
Corporate bonds
(iBOXX Euro Liquid Corporates 100 Non-Financials) 154.05 +4.4% +6.8% -5.1%
Financial bonds
(iBOXX Euro Liquid Corporates 100 Financials) 164.42 +6.2% +7.9% *2.3%
Emerging market bonds
(J.P. Morgan EMBI Global Diversified unhedged Return EUR) 644.14 +13.6% +15.8% +6.3%

High-yield bonds
(ICE BofA Global High Yield Index) 484.60 +8.4% +12.2% +8.0%
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COMMODITIES CURRENCIES

Gold and metals structurally supported in long term Politics as an exchange rate driver.

Gold remains attractive despite pullback. There is currently a lot to be said in favour of the US dol-
Crude oil sideways for now. lar, but the wind could change somewhat in the coming
Base metals remain structurally supported. year. The strong franc is a cause for concern for the SNB.

¢ Gold underwent a cotrection in eatly Novembert, triggered by * The dollar still has a lot going for it: Significantly strong-

Trump's election victory, the dollat's appreciation and rising er US economic data compared to the eurozone, geopoliti-

bond yields. Although high positioning continues to make cal uncertainties and Trump's election victory have recently

gold vulnerable in the short term, central bank buying, rising caused the dollar to appreciate against the euro. However,

government debt, geopolitical risks and falling interest rates all of these factors are already priced into the exchange rate.

provide support in the longer term. If the geopolitical tensions ease somewhat, the economic

. L . momentum in the US slows or the eurozone picks up some

e Crude oil fluctuated volatile sideways in November. In the - .
o ; ) momentum, the dollar is likely to lose some of its current

absence of geopolitical escalation or strong demand growth in . .
Chi ignificant price increase remains unlikely given the strength in the coming year.
fa, @ Sig p ye + Switzerland flirting with deflation: Geopolitical risks are
abundant supply and weak demand outlook. However, a . . .
) o0 ) ) ) leading to a sustained strength of the franc. This makes

sharp fall in prices is also unlikely as Trump's 'drill, baby, drill' . h hich h h fall
licy will have limited impact as oil companies focus on dis- Swiss imports cheaper, which, together with falling encrgy
potiey w p P prices, means that Switzerland is at risk of sliding into defla-

tributing profits rather than expanding production. tion. The Swiss National Bank (SNB) will take counter-

i ; { .
* Industrial metals have been weighed down by Trump's measures by cutting interest rates further. However, as the
clection victory and concerns about trade conflicts, but supply key interest rate is already at 1%, its room for manoeuvre is
shortages, the demand for decarbonisation and an economic limited. Direct exchange rate interventions are therefore
recovery should provide tailwinds in the long term. more likely.
Price development Exchange rates
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Source: Bloomberg, 04/12/2019 - 04/12/2024. Source: Bloomberg, 04/12/2019 - 04/12/2024.

Overview of commodities (short/medium term) old New Overview of currencies (short/medium term)  old New
Gold r | EUR/USD | Euro/US dollar > ->
Qil (Brent) > - EUR/CHF | Euro/Swiss franc > -
Industrial metals r | > EUR/GBP | Euro/Sterling > =
EUR/JPY | Euro/Japanese yen > e 2
Performance Performance
04/12 /AZ?)SI ytd 1-year 3-year 04/12 /AZZZOI ytd 1-year 3-year
Gold USD/ounce 2,650 +28.5% +30.6% +48.6% EUR/USD 1.05 -4.8% -3.0% -7.1%
Silver USD/ounce 31.3 +31.5% +27.7% +39.0% EUR/CHF 0.93 +0.1% -1.7% -10.5%
Copper USD/pound 414.2 +6.5% +8.4% -2.9% EUR/GBP 0.83 -4.5% -3.5% -3.2%
Brent USD/bbl 72.31 -6.1% -7.3% +3.5% EUR/JPY 158.30 +1.7% -0.8% +24.0%
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IMPORTANT NOTES

Members of the Investment Committee

Prof Dr Bernd Meyer | Chief Investment Strategist, Chairman
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Matthias Born | Head Portfolio Management Equities

Ulrich Urbahn | Head Multi Asset Strategy & Research

Dej an Djukic | Head Portfolio Management Multi Asset
Oliver Brunner | Head Multi Asset Income & ESG

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 05/12/2024
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