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Economics J

Initially weak growth in the eurozone, German reforms could contribute to more momentum from spring onwards.

e The US economy remains robust. Trump's programme gives economy a short-term boost with long-term risks.

e Inflation remains stubborn, especially in the USA (tariffs, wage pressure). Fed interest rates remain high, ECB can cut further.

Equities e Europe is outperforming, at least temporarily. However, structural problems and weak growth remain.

e Global liquidity, rate cuts and growth provide support. Market breadth should increase.

e US policy remains a source of uncertainty. Counter-cyclical action and balanced positioning needed.

Bonds e The Fed's surprisingly hawkish outlook for this year and the robust US economy supported US yields.

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

e High cash inflows and solid fundamentals continue to speak in favour of credit despite high valuations.

Commodities ®

Gold remains well supported by falling interest rate expectations and geopolitical uncertainties.

e New sanctions on Russian energy exports and colder temperatures are supporting oil.

e Industrial demand for copper and aluminium remains firm.

Currencies e The dollar has appreciated significantly in Q4 2024 as the market is pricing in an end to interest rate cuts in the USA.

e However, the tailwind for the greenback is likely to ease somewhat as the year progresses.

The Swiss National Bank continues to try to limit the strength of the Swiss franc by lowering the key interest rate.

Current market commentary

Equity markets had a mixed start to the year. Rising yields, the
stronger US dollar, the market's more hawkish expectations of
the Fed and one-sided positioning weighed on investor sentiment
and made highly valued US equities look particularly vulnerable.
European equities, on the other hand, benefited from the weak
euro and relatively better financing conditions. The outperfor-
mance of European equities could continue in the short term as
many of the negative factors for Europe are already priced into
valuations. This means that Europe has the potential for positive
surprises (softer tariffs, reforms, positive earnings revisions, bet-
ter economic data, Chinese stimulus, peace in Ukraine, positive
effects of the weaker euro). In the medium term, however, Eu-
rope needs to address its current weak growth and structural
problems. By contrast, the US economy remains rosy at the start
of the year. Sustained economic strength should support the
earnings performance of US companies, thereby increasing mar-

ket breadth. However, high valuations and optimistic earnings
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expectations leave little room for disappointment. Interest rate
developments, the US dollar and Trump's next steps remain
uncertainties for the markets. However, the M&A and deregula-
tion narrative, rebalancing and the current bearish sentiment
(bull/beat spread temporarily at its lowest since 2023) ate positive
signals. We continue to favour counter-cyclical trading.

On the bond markets, robust US economic data and inflation
concerns on both sides of the Atlantic have led to a significant
rise in yields. We continue to favour covered bonds over gov-
ernment bonds. In emerging markets, we prefer the local curren-
cy segment and in hard currency government bonds over corpo-
rate bonds due to higher spreads and attractive carry. We remain
neutral on duration.

Our allocation to commodities has paid off since the beginning
of the year. Oil, gold and metals have even outperformed equities
year-to-date.
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ECONOMICS

Trump is back: new risks (trade wars?), new opportunities (ceasefire in Ukrainer)

Initially, growth in the eurozone will be weak, with additional momentum not expected until spring 2025.
President Trump: more US growth, more inflation and higher yields in the short term - but long term risks.
Inflation remains stubborn, especially in the US (higher tariffs, fewer immigrants). US Fed stable, ECB cuts interest rates.

e Weak growth in Europe: While Germany is in a mini reces- Interest rates bottom out: Inflation is sufficiently under control
on both sides of the Atlantic. With the European economy ini-
tially weak and wage pressure easing, the ECB will be able to
reduce its deposit rate from 3.0% to 2.25% by June 2025. In the
US, however, Trump's agenda is inflationary. This leaves the Fed
with little room to cut rates further.

sion, the southern member states are benefiting from a mix of
reforms and slightly expansionary fiscal policies (partly fi-
nanced by EU funds). However, the ongoing weakness in
wortld trade and China's attempts to buy market share through

subsidies are weighing on the manufacturing sector, more so GDP and inflation forecasts (%)
in Germany than in other countries less dependent on ex- GDP growth inflation
ports. Leading economic indicators suggest that growth in the Share 2024 2025 2026 2024 2025 2026
euro area will continue to slow for the time being.
e New impetus from spring 2025: Dutring this yeat, the Eu- World 100.0 26 27 27
ropean Central Bank's interest rate cuts, an end to the housing us 26.1 28 24 22 30 29 26
slump and Chinese stimulus should also provide a boost to China 16.9 5.0 5.0 4.3 02 08 1.4
the eurozone economy. Another positive factor is that falling Al =2 NI T
inflation and rising real wages will encourage eurozone con- India 3.4 70 65 65
sumers to spend more in the medium term. German reforms Eatl e i o0 22 JoD
after the election on February 23 could strengthen the econ- Europe 24.3 1.0 12 1.6
omy. That would help the whole of Europe. Eurozone 148 07 1.0 15 24 21 24
e Robust US economy: An expansive fiscal policy, rising Germany 4.3 02 02 1.2 25 2.1 241
corporate investment and strong private consumption con- France 2.9 1.1 05 1.0 23 1.8 2.1
tinue to support the US economy. Although many homeown- Italy 2.2 0.5 0.8 1.2 1.1 1.6 2.1
ers currently have to extend their mortgages at higher interest Spain 1.5 3.0 23 23 29 23 23
rates, the Fed's ir.ltefe.st rate cuts fro@ the previo.us year will Other Western Europe
slowly have a revitalizing effec.t. The hlgh ajsset prl(.:es ar? also United Kingdom > 95 10 4 TR T
enabling consumers to cope with the still slightly higher inter- switzerland . 13 15 15 14 13 13
estrates. Sweden 06 07 16 18 30 22 22
e Stimulus in China: After much hesitation, China has
launched a stimulus package aimed primarily at boosting pri- Eastern Europe
vate consumption and ending the slump in residential con- RiSia =2 Sl L L i N _cT)
struction. We expect China to ramp up this year to stabilize Turkey 11 29 30 30 360 280 280
demand. However, this does not change the fundamental Source: Berenberg
problems of an economy that is being increasingly controlled Key policy rates
by the party. 7
e The Trump effect: The new US president stand for deregu- Projection

lation and cutting taxes. Both are initially good for the US Fed funds rate

economy, equities and the US dollar, but bad for bonds. The BoE bank rate

markets have already priced in much of this. However, higher —ECB deposit rate
tariffs and the deportation of immigrants will increase infla-
tionary pressure and weaken trend growth in the long run.
Tariffs could hit trading partners hard. But sharp price in- 1
creases would be unpopular in the US, and we expect Trump

to follow through on only some of his threats, instead using

L . . -1
them as a tool to open negotiations with Europe, China, Can- 2000 2003 2006 2009 2012 2015 2018 2021 2024 2027
ada and Mexico. Should he be able to end the war in Ukraine Upper limit of Fed funds target rate, BoE bank rate, money market rate for ECB until 2017,
on terms acceptable to Ukraine. this would be pOSitiVC for deposit rate thereafter. Sources: ECB, Fed, BoE, Berenberg projections.
bl

Europe.
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EQUITIES

Europe with chances for positive surprises.
Europe is outperforming, at least temporarily. However, structural problems and weak growth remain.

Global liquidity, rate cuts and growth provide support. Market breadth should increase.
US policy remains a source of uncertainty. Counter-cyclical action and balanced positioning needed

e Equity markets had a mixed start to the new year, having  Performance and volatility of the S&P 500 Index

closed 2024 with double-digit gains on an aggregate basis (de- 4509 90

veloped equities 2024 in EUR: 26.9%, emerging markets: 6,000 80

14.9%). The combination of a stronger dollar and higher 5500 70

yields (due, among other things, to lingering concerns about 5,000 60

more persistent inflation, public debt and increased govern- 4,500 50 o

ment and corporate bond issuance) was increasingly perceived 4,000 40 =

as a drag on equity market sentiment. The rise in yields put 3500 J.'.# 30

pressure on some large US technology companies in particu- 3900 w 20

lar, as concerns arose about high valuations. The turnaround 2,300 10

followed cooler US core inflation data for December and a 2’00‘?&”‘ 20 Jan ‘21 Jan 22 Jan'23 Jan 24 Jan -2%

solid start to the fourth-quarter reporting season. S&P 500 (lhs) VIX Index (ths)
e While US equities have had a mixed start to the year, Euro-  source: Bloomberg, 22/01/2020 - 22/01/2025.

pean equities have benefited from more favourable financ-

ing conditions and the weak euro. With the exception of

consumer staples, all European sectors have performed pos- ~ Overview of equity markets (short/medium term)

itively year-to-date. The macroeconomic environment, earn-

ings petformance and Trump's next steps remain risk fac-  Regions old New

tors, but on a P/E basis many negative factors for Europe us ?

have already been priced in. Positive triggers have the po- Europe »

tential to surprise and could continue the outperformance in

the short term. However, structural problems and weak B »

growth remain. The US economy, on the other hand, re-

mains solid and should drive market breadth through a posi-

tive fundamental earnings trend. However, uncertainties

such as the USD and interest rate trends remain. We con-

tinue to favour counter-cyclical trading.

Total return in local currency
As of 22/01/2025 ytd 1-year 3-year P/E Dividend yield

DAX 21,254 +6.8% +27.4% +36.2% 15.9 2.6%
SMI 3,914 +5.2% +9.9% +1.7% 19.1 3.0%
MSCI UK 2,436 +4.5% +17.9% +28.7% 12.6 3.9%
EURO STOXX 50 5,206 +6.5% +20.1% +36.3% 15.4 3.1%
STOXX EUROPE 50 11,873 +4.7% +13.7% +29.2% 15.1 3.4%
S&P 500 11,563 +3.5% +26.7% +43.0% 25.6 1.3%

MSCI Em. Markets 1,082 +0.8% +15.5% -4.8% 13.3 2.8%
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FIXED INCOME

Robust US labour market and rising inflation expectations lead to renewed rise in yields.

The Fed's surprisingly hawkish outlook for this year and the robust US economy supported US yields.
Trump's policy agenda (tariffs, immigration, debt) increases the risk of inflation. We are keeping duration close to neutral.
High cash inflows and solid fundamentals continue to speak in favour of credit despite high valuations.

e Renewed positive economic surprises in the US, rising inflation Yields on 10-year government bonds
expectations (partly due to rising energy prices) and a sutpris- 5 ,
ingly hawkish outlook from the Fed for this year led to a re- 4 A "\A ff
newed rise in bond yields, particularly at the long end. The yield fvj\ W
on 10-year US government bonds has risen from 4.2% at the

beginning of December to 4.6% recently. Expectations of in- Z 2

terest rate cuts have also diminished. The market now only ex- 1 4

pects rates to be cut by 25 basis points by the end of the year.

. . 0 T T |

The US yield curve has steepened and thus normalised further.

Rising energy prices also led to renewed inflationary concerns in -1

) Jan '20 Jan 21 Jan '22 Jan '23 Jan '24 Jan '25
Europe and caused the yield on 10-year German government
Germany us Italy France

bonds to rise to around 2.6% recently. However, the weak

economic situation in the eurozone gives the ECB leeway for Source: Bloomberg, 22/01/2020 - 22/01/2025.

the next rate cut after the regular meeting on 30 January.

e The high-yield and IG segments continue to be supported by Overview of bond markets (medium term)
solid balance sheets and cash inflows, while new issues continue
to be very well received by the market. However, due to histori- Orientation old New
.cally low spread.s, the r.15k of valuation corre.cnon.s has rec.ently — T —
increased. Continued inflows, more attractive risk premiums
. . Government bonds 4 >
than for corporate bonds and potential upgrades are in favour
of emerging market government bonds, particulatly in the Corporate bonds »
high-yield segment. High-yield bonds > >
e 1In the case of safe bonds, we continue to favour covered Emerging market bonds »
bonds over government bonds, although the swap spread of-
fers little potential for narrowing. In Europe, we are primarily Yields (10-year) old New
focussing on good qualities from the IG segment. Ir? emerging @iy > >
markets, we favour the local currency segment and in hard cur- UK S5 >
rency government bonds over corporate bonds due to the
us > >

higher spreads and attractive carry. Due to the increased inter-

est rate volatility, we continue to leave the duration at the over-

all bond level at neutral.

Performance in index currency

As of 22/01/2025 ytd 1-year 3-year
(ci;go‘;g(rgjrr‘;s:go?:rre‘g:s Eurozone) 225.05 -0.5% +2.6% -11.1%
(Bon Eao-Germany Covere 191.10 0.2% #3.7% 5.5%
(Cig(;)g(o;uarf)el_ig&g%ts)rporates 100 Non-Financials) 152.05 -0.2% +4.3% -5.1%
Eliarc;;Q (E:Li! quu':éj f:orporates 100 Financials) 163.05 +0.0% +5.9% +2.2%
(EJn;eAa%::i I’I;'Ilva;l'lé?c?bIaalol;’ii\trjesrs.ified unhedged Return EUR) 646.24 +0.3% +14.3% +9.7%

High-yield bonds
(ICE BofA Global High Yield Index) 485.17 +1.0% +8.9% +8.3%
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COMMODITIES CURRENCIES

Mid-term support for precious and industrial metals Central banks final stretch

Gold remains structurally supported, crude oil fluctuates in US dollar at two-year high against the euro.

view of geopolitical tensions, industrial metals benefit from Dollar strength could ease over the course of the year.
stable industrial demand. SNB struggles with the strength of the franc.

e Gold: Gold posted its third consecutive weekly gain. While

(geo)political uncertainties such as the Middle East conflict in- ¢ USD flirts with parity against EUR: Due to the strong

itially supported the price, falling rate expectations and a US economic data, the markets have recently increasingly

weaker US dollar are now taking centre stage. Central bank priced in the possibility that the Fed will not cut key interest

and ETF buying should support gold in the medium term. rates any further. For the ECB, however, the markets and

we expect further cuts in the deposit rate in 2025. As a re-

* Crude oil (Brent): Oil got off to a flying start to the new sult, the dollar has strengthened against the euro since Oc-

year. First, the US and Europe announced a series of sanc- tober. However, if the US cconomy disappoints the high

tions targeting Russian energy exports. The sanctions cover . .
expectations or the eurozone economy gains some momen-

183 new vessels. In addition, much of the northern hemi- . .
tum in the spring, as we expect, the dollar could lose some

sphere experienced much colder temperatures than in previ- .
of its current strength.

ous years. In the medium term, despite more optimistic de- . . .
Y i P p e SNB braces itself against strong franc: The Swiss Na-

mand forecasts, the potential is likely to be limited as supply is

. : tional Bank (SNB) continues to try to stabilise inflation and
also likely to be plentiful.

limit the strength of the Swiss franc by cutting key interest

¢ Industrial metals: Industrial demand for copper and alumin- rates. As both the SNB and the ECB are likely to case their
fum remains stable, supported in particular by the increasing monetary policy further in the coming months, we expect
production of green technologies such as solar cells (+17%, the euro-franc exchange rate to move sideways.

2024, year-on-year), lithium-ion batteties (+13.5%) and new
energy vehicles (+41.4%).

Price development Exchange rates
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Source: Bloomberg, 22/01/2020 - 22/01/2025. Source: Bloomberg, 22/01/2020 - 22/01/2025.
Overview of commodities (short/medium term) old New Overview of currencies (short/medium term)  old New
Gold r EUR/USD | Euro/US dollar >
Oil (Brent) > e 2 EUR/CHF | Euro/Swiss franc > e 2
Industrial metals 7 EUR/GBP | Euro/Sterling -> =
EUR/JPY | Euro/Japanese yen > > 2
Performance Performance
22/01 /Azf)gsf ytd 1-year 3-year 22/01 //;?)ZOSf ytd 1-year 3-year
Gold USD/ounce 2,756 +5.0% +36.3% +50.2% EUR/USD 1.04 +0.5% -4.4% -8.2%
Silver USD/ounce 30.8 +6.7% +39.5% +26.9% EUR/CHF 0.94 +0.4% -0.2% -8.7%
Copper USD/pound 430.1 +6.8% +14.3% -4.9% EUR/GBP 0.85 +2.1% -1.3% +1.0%
Brent USD/bbl 79.00 +5.8% -1.3% -10.1% EUR/JPY 162.93 +0.1% +1.1% +26.3%
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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 (matket
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.betenberg.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 22/01/2025
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