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Most important assessments at a glance

Economics

Global economy loses momentum in the short term but vaccination progress helps against the Delta wave of the pandemic.
Outlook 2022 remains positive: consumers have pent-up demand, companies want to invest and politics are supportive.
Inflation will return more dynamically with the upswing — central banks will cautiously tighten their policies.

Equities

Western stock markets hit new all-time highs in August. Asia attempts a turnaround and has significant catch-up potential.
Growth and defensive stocks remain strong of late. Comeback of value and cyclical stocks possible into the end of the year.
We are positioning ourselves with a slight overweight in equities and a positive market picture, but with some existing risks.

Bonds

Government bond yields have recently been unable to escape the rise in inflation. Upward pressure is likely to persist.
New issue summer break is over. IG Corporate bonds are increasingly unattractive with low risk premiums.
We underweight bonds and focus on credit risk and off-benchmark themes. Duration: short.

Commodities

The gold price moved sideways in the absence of a fundamental driver. The focus is on the hedging character.
Crude oil experienced another volatile month. The supply shortage is likely to persist despite recent production expansion.
Industrial metals have continuous high demand in the economic upswing. The aluminium price reached new 10 year high.

Currencies

EUR/USD: “Ups and downs” after a weak phase — will the euro iron out the dip again?
The euro is gaining another cent against the pound. Still, the exchange rate continues to fluctuate at 0.86 pounds per euro.

e The euro is gaining against the franc. After falling to 1.07 francs per euro, the exchange rate rose to almost 1.09.

Current market commentary

Many equity regions continued to edge upwards in August thanks
to positive earnings revisions, ongoing inflows and share buyback
programmes. The S&P 500 marked its 54th all-time high this year
— 12 of them in August. Traditional laggards such as US small
caps and Japanese equities outperformed, supported by short
covering and strengthening economic optimism. Asia offers
catch-up potential after weak relative performance since the be-
ginning of the year. After strong global equity market perfor-
mance since the start of the year, many investors are increasingly
nervous and hedging, as seen in elevated implied volatility — the
VIX has never closed below 15 this year — and the high differen-
tial between hedging and upside participation costs. However,
systematic investors such as trend-following strategies have con-
tinued to buy stocks, making the market slightly more vulnerable
overall. But we do not expect a major pullback as investors are

likely to continue buying market dislocations.
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We are also cautiously optimistic, as above-trend economic
growth is likely to continue for the time being and investment
alternatives are scarce. Nevertheless, there are risks, such as QE
tapering, geopolitics or higher COVID-19 figures in the winter.
We therefore maintain our slight overweight in equities and focus
on high-growth quality companies as well as tactical value posi-
tions. Bond yields have recently experienced increased upward
pressure after it became clear that elevated inflation is likely to
persist for the time being. In addition, the likelihood of QE ta-
pering increased after more hawkish voices were also heard in
Europe. The potential for falling risk premiums on corporate
bonds at the current low level is limited. Our focus is therefore
on current yields and on more risk-sensitive bond segments that
can better compensate for a rise in interest rates.

Gold recently lacked fundamental drivers but is unavoidable for
hedging. Crude oil, on the other hand, was able to recover.
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ECONOMICS

A short-term damper on the economy

Global economy loses some momentum. US has reached pre-crisis level; Europe will follow in Q4.
Consumers and companies still need to catch up. Monetary and fiscal policy also continue to provide support.
Inflation momentum is stronger than expected, but central banks will only tighten policy cautiously.

e A damper: After a spurt of growth in the spring and summer, Monetary policy remains expansionary: Central banks are
the global economy is currently losing some momentum. The cautiously moving towards an exit from ultra-expansionary mon-
delta wave of SARS-CoV-2 infections is dampening consumer etary policy. The Fed will probably start to scale back its bond
sentiment and in parts of the service sector in many countries. purchases somewhat in December. The ECB will probably also
Supply bottlenecks are hampering industrial growth. In some reduce bond purchases somewhat in Q4 as part of the Pandemic
areas, labour shortages are preventing a rapid expansion of Emergency Purchase Programme (PEPP).
aggregate supply. In China and some other Pacific Rim coun-
tries, this is compounded by the short-term consequences of GDP and inflation forecasts (%)
some regional lockdowns. .

GDP growth Inflation

e Correction at a very high level: Despite a slight setback in Share 2020 2021 2022 2020 2021 2022
August, the purchasing managers' indices for the US and Eu-
rope continue to point to high growth. Moreover, employ- World 100.0  -3.1 51 3.8
ment is rising strongly on both sides of the Atlantic. In the USA 24.5 34 65 44 1.2 41 32
long run, this will continue to boost incomes and consumer China 16.4 20 88 53 25 09 20
spending, even if some consumers are likely to hold back on Japan 5.8 47 25 24 0.0 -03 0.6
some spending in view of the current wave of infections. In India 33 73 100 65
the short term, the risks to our economic forecasts are tilted Latin America 5.9 70 44 33
to the downside. However, this does not hold true for 2022. Europe 24.4 6.1 50 4.6
In fact, we see a chance that growth could surprise on the up- Eurozone 15.3 65 5.1 49 03 22 1.8
side in 2022 if supply bottlenecks ease. Germany 4.4 49 28 54 0.4 2.7 1.7

e China's economy is suffering from measures against the France 3.1 80 6.2 4.7 05 19 1.8
delta wave as well as a new wave of regulations. But as usual, Italy 2.3 89 5.9 49 0.1 1.6 1.6
the country can launch a new stimulus if growth slows too Spain 16 -10.8 5.8 6.9 03 23 2.0

much.
Other Western Europe

e Delta wave: Even in countries such as the UK and the USA, United Kingdom 3.2 9.8 69 55 0.9 23 2.7

where the number of new Corona infections has risen sharp-

, HECHONS . Switzerland 08 27 35 28 -07 04 05
ly, it can be seen how much vaccination is working. The Sweden i T TR
number of severely ill people and deaths is far lower than in
previous waves. The public health situation has somewhat de- Eastern Europe
coupled from incidence. This supports our hope that new Russia 1.9 3.0 3.0 25 3.3 52 40

lockdowns can be avoided. Turkey 09 1.6 45 35 123 150 12.0

e Inflation momentum likely to ease in the medium term: Source: Berenberg

Special effects such as the return to a normal oil price and . .
o o i Eurozone business climate
supply bottlenecks are contributing to rising inflation rates. In

November, the inflation rate in the eurozone could climb to 120 30

around 3.5%. The shortage of containers, which is contrib- 110 ” 10
uting to the high transport costs, should be resolved after the 100 M / o
Christmas shopping season at the latest. However, as the spe-

cial effects expire, the price climate will calm down again in 90 / -30

2022, with inflation of around 1.8% in the eurozone. For the 80 50

US, however, we expect stronger price buoyancy in the medi-

um term as well, driven primarily by a shortage of labour and 70 70
2011 2013 2015 2017 2019 2021

higher wage pressure.

Employment expectations Industry (RHS)

Services (RHS)
Source: European Commission, 01/01/2011 - 30/08/2021.
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EQUITIES

From all-time high to all-time high

Western stock markets hit new all-time highs in August. Asia attempts a turnaround with significant catch-up potential.
Growth and defensive stocks remain strong of late. Comeback of value and cyclical stocks possible into the end of the year.
We are positioning ourselves with a slight overweight in equities and a positive market picture but with some existing risks.

e The series of strong months for equities continued in  Performance and volatility of the S&P 500 Index
August. The S&P 500 hit 54 all-time highs since the begin-

ning of the year — 12 in August alone. Strong corporate earn- 4,800 105
ings performance and continued expansionary monetary and 4,400 90
fiscal policy continue to outweigh the negative impact of the 4,000 .
Delta spread and concerns about possible QE tapering in the

US. The S&P 500 was among the biggest gainers in August £ 3,600 60 o
but was beaten by Japanese equity indices such as the Topix, § £

COVID-19 concerns are easing and stimulus hopes are rising. 2400

3,200 45
which returned over 3%. Asia appears to be turning the cor-
ner after relative weakness since the start of the year. 2,800 /l lm 30
- t

e Growth and defensive stocks continued to lead the way in

August, which benefited our strategic investment style. How- Z'OOSOep‘ 16  Sepl7 Sep'l8  Sep'l9  Sep20  Sep .201
ever, value and cyclical stocks also performed well. We be- S&P 500 (lhs) VIX Index (rhs)

lieve a catch-up movement in these is quite possible as eco- Source: Bloomberg, 08/09/2016 - 08/09/2021.

nomic optimism returns towards the end of the year. We

would take advantage of this movement with some of our tac-

tical pOSitiOIlS, even though we have already taken some ptOf— Overview of equity markets (short/medium term)

its there.

e Tollowing the strong equity market performance since the  Regions old New
beginning of the year, many investors have now ramped up us > >
their hedges, which can be seen in the further increase in im-
plied volatility — the VIX has never closed below 15 this year - Europe 7
and the high differential between hedging and upside partici- ~ Emerging markets 2
pation costs. However, systematic investors such as trend-  japan >
following strategies have continued to buy stocks, making the
market slightly more vulnerable overall. However, we do not
expect a setback above 10%. In the medium term, we remain
optimistic about risk assets.

e We are positioning ourselves with a slight equity over-
weight and some tactical positions with a cyclical and
value focus.

Performance in local currency

As of 08/09/2021 ytd 1-year 3-year P/E Dividend yield
DAX 15,610 +13.8% +20.4% +30.5% 14.4 2.8%
SMI 12,215 +17.3% +22.7% +51.9% 19.1 2.7%
MSCI UK 1,988 +13.5% +24.0% +7.1% 12.0 4.4%
EURO STOXX 50 4,177 +20.0% +30.8% +38.5% 17.5 2.7%
STOXX EUROPE 50 8,676 +17.9% +24.9% +31.5% 16.2 3.2%
S&P 500 4,514 +21.4% +37.5% +65.9% 22.2 1.3%
MSCI Em. Markets 1,314 +3.4% +23.5% +38.7% 13.7 2.6%
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BONDS

Yields with upward pressure

Government bond yields have recently been unable to escape the rise in inflation. Upward pressure is likely to persist.
New issue summer break is over. IG Corporate bonds are increasingly unattractive with low risk premiums.

We underweight bonds and focus on credit risk and off-benchmark themes. Duration: short.

e The significantly higher inflation values and the renewed rise in
inflation expectations among market participants, as well as
motre hawkish tones from some ECB members, caused bond
yields on European government bonds to rise noticeably over
the past four weeks. Yields on Italian government bonds, for
example, have risen by almost 20 basis points (bp), compared
with 14bp for German government bonds, which are consid-
ered very safe. We expect the rise in yields to continue, as cur-
rent nominal yields do not compensate for the inflation risk.

e US government bond yields have also risen. Higher inflation
amid rising employee costs has led to upward pressure, which is
likely to continue, even if the September Fed meeting is unlikely
to provide a tapering announcement due to the labour market
situation.

e In recent weeks, the European corporate bond markets have
returned from their summer holiday, as evidenced by the nu-
merous new issues. Since the beginning of the year, however,
these have been below the level seen in 2020. Risk premiums
nevertheless remain at a historically very low level. Recently,
however, EUR-IG corporate bonds saw a marginal widening
of spreads, while EUR high-yield bonds experienced a slight
narrowing of spreads. Price gains are becoming increasingly dif-
ficult, which means that the focus is on carry. However, rising
interest rates pose a noticeable risk, especially for IG corporate
bonds, which is why we prefer more risk-sensitive bonds. In
emerging market bonds, we like local currency bonds due to

higher local interest rates and lower interest rate sensitivity.

¢ We underweight bonds. We maintain our focus on corporate
and emerging market bonds and keep duration short.

As of 08/09/2021

Government bonds

(iBOXX Europe Sovereigns Eurozone) 257.98
Covered bonds

(iBOXX Euro Germany Covered) 205.58
Corporate bonds 162.92
(iBOXX Euro Liquid Corporates 100 Non-Financials) :
Financial bonds 161.41
(iBOXX Euro Liquid Corporates 100 Financials) :
Emerging market bonds 1.294.99
(Bloomberg Barclays EM USD Aggregate TR Index Unhedged) ’ .
High-yield bonds 1,558.84

(Bloomberg Barclays Global High Yield Total Return Index, USD)
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Yields on 10-year government bonds

4.0
3.5
3.0
25
2.0
X
= 1.5
1.0
0.5
0.0
-0.5
-1.0
Sep '16 Sep '17 Sep '18 Sep '19 Sep '20 Sep 21
Germany us Italy France
Source: Bloomberg, 08/09/2016 - 08/09/2021.
Overview of bond markets (short/medium term)
Orientation old New
Duration Short Short
Government bonds A AV
Corporate bonds > -
High-yield bonds r
Emerging market bonds v
Yields (10-year) old New
Germany |
UK r
us |
Performance in index currency
ytd 1-year 3-year
-2.1% -0.2% +10.8%
-0.9% -0.7% +3.4%
-0.1% +1.3% +8.2%
+0.0% +1.2% +6.6%
+0.5% +3.6% +22.7%
+21.4%

+3.0% +9.1%
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COMMODITIES
Gold in the sideways phase

Gold has recently lacked fundamental drivers.

Crude oil with volatile month but positive outlook.

Industrial metals in demand thanks to economic upswing.

Gold continued its recovery after the “flash crash” in August
at a reduced pace — and that is despite slightly higher real in-
terest rates. The gold market does not seem unprepared for a
somewhat tighter Fed. Most recently, the precious metal was
trading close to USD1,800 per ounce again. However, fun-
damental drivers for gold are currently lacking, which is why
significant price rises are unlikely for the time being. We con-
tinue to like gold as a hedging instrument.

The price of crude oil experienced significantly increased
volatility in recent weeks, falling to below USDG66 per barrel at
one point due to COVID-19-related demand concerns. How-
ever, the recovery followed promptly. This is because the oil
market is still undersupplied and is likely to remain so in the
coming months.

Among the industrial metals, the aluminium price in par-
ticular was able to gain recently and recorded a new 10-year
high. Industrial metals remain essential for the economic up-

swing and are therefore in high demand.

Price development

CURRENCIES

Euro can stop the fall against the dollar

EUR/USD: Euro makes a tentative comeback.
GBP/EUR fluctuates around 0.86 pounds per euro.
Franc temporarily sought as a safe haven.

e EUR/USD: Central bank policy was and is an important
driver. The US Fed is being virtually forced by the strong
rise in inflation rates to exit its ultra-expansive monetary
policy eatlier than expected. Nevertheless, thetre are still no
clear statements on the exact timing and scope of the taper.
Now that the inflation rate in the eurozone has risen to 3%,
the focus is also on the ECB. The ECB has the flexibility to
reduce bond purchases as part of its pandemic purchase
programme. Even if it reduces the volume of purchases by
EUR10bn or EUR20bn per month, monetary policy will
still remain extremely expansionary. Still, the euro exchange
rate can profit from this prospect.

e EUR/GBP: There has been no clear trend since the beat-
ish first quarter. The exchange rate is fluctuating around the
level of 0.86 pound per euro. The focus is on the central
banks of both currency areas: who will make the first move

in exiting the ultra-loose monetary policy?

Exchange rates
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Source: Bloomberg, 01/01/2011 - 08/09/2021.
Overview of commodities (short/medium term) old New Overview of currencies (short/medium term)  old New
Gold > > EUR/USD | Euro/US dollar 2
0il (Brent) | EUR/CHF | Euro/Swiss franc > e 2
EUR/GBP | Euro/Sterling > =
EUR/JPY | Euro/Japanese yen 7| -
Performance Performance
As of As of
08/09/2021 ytd 1-year 3-year 08/09/2021 ytd 1-year 3-year
Gold USD/ounce 1,789 -5.7% -7.4% +49.5% EUR/USD 1.18 -3.3% +0.3% +2.3%
Silver USD/ounce 23.9 -9.3% -10.2% +69.0% EUR/CHF 1.09 +0.8% +0.8% -2.7%
Copper USD/pound 423.2 +20.3% +40.5% +62.6% EUR/GBP 0.86 -4.0% -5.4% -4.0%
Brent USD/bbl 72.60 +40.2% +82.5% -5.5% EUR/JPY 130.27 +3.2% +4.3% +1.6%
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Oliver Brunner | Co-Head Portfolio Management Multi Asset

Ansgar Nolte | Co-Head Portfolio Management Multi Asset

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 Regulaton (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 wete 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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Till Budelmann | US Equities

Felix Stern |Bonds

Ludwig Kemper | 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-

word “berenberg” at Internet

index.html. 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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