MONITOR

Current market commentary

2020 was a challenging year for financial markets. At the beginning of the year,
optimism prevailed. After the US and China signed a trade deal, markets were pric-
ing in a global economic recovery. Many stock indices reached all-time highs in
February before the spread of Covid-19 led to a sharp sell-off. A global recession
loomed on the horizon. Extremely pessimistic investor sentiment and the coura-
geous intervention of monetary and fiscal policy led to a stock market recovery
from the end of March onwards, which until September was mainly driven by
Covid-19 beneficiaries, namely the large tech stocks. Then, in the fourth quarter,
sectors hit hard by the virus rallied strongly, thanks to Biden's election victory and
positive vaccine news. Now consensus expects a global economic recovery in 2021
and markets have largely priced it in. This has increased vulnerability. However, we

are still away from extremes in positioning.

Short-term outlook

Investors are focusing on the two run-off elections in Georgia for the US Senate on
January 5. If the Democrats capture both seats, there will be a 50-50 tie in the allo-
cation of seats in the Senate. It would then be up to Vice President-elect Kamala
Harris on tie-breaking votes to use her voting power to bring about a decision. A
change in the majority in favor of the Democrats would result in Joe Biden being
able to implement more of his plans for office. This could weigh on markets. The
Republicans' lead has recently shrunk noticeably. The betting markets are now as-
suming a neck-and-neck race. Otherwise, the market is looking forward to the Q4
reporting season, which starts in mid-January, to get deeper insights into the state of
businesses. In addition, the US labor market report on January 8 provides an oppor-
tunity to assess the constitution of the US economy.

Mixed performance picture in 2020

Markets

04 January 2021

The bi-weekly Monitor gives you a struc-
tured overview of the current capital mar-
ket environment and highlights important
developments:

* Performance

* Positioning

° Sentiment

* Surprise Indicators

* Economics

¢ Foreign Exchange

* Equities

¢ Sovereign Bonds & Central Banks

¢ Corporate Bonds

*  Commodities

Run-off elections on January 5 for the U.S. Senate
in Georgia are the focus of investors.

O4 reporting season gets underway in mid-Jannary.
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2020 Performance in EUR
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* After almost all asset classes closed 2019
in positive territory, the Covid-19 pan-
demic created a mixed picture in 2020.
Global convertibles with their high tech
index weight and gold were among the
relative winners.

* REITSs and Brent oil ended the financial
year deep in the red.

* The significantly weaker US dollar
weighed on investment returns for euro

investors in the USD area.

Explanations see page 2.
Source: Bloomberg, Time Period: 31/12/2019 - 31/12/2020




PERFORMANCE

Multi Asset

4-week & YTD

12-month periods over that last 5 years

= 4W (03/12/20 - 31/12/20)
YTD (31/12/19 - 31/12/20)

31/12/19 31/12/18 31/12/17 31/12/16 31/12/15
31/12/20 31/12/19 31/12/18 31/12/17 31/12/16

Brent o1 59 371 383 -107 02 292
Global Convertibles 4o - 273 194 09 24 94
MSCI Emerging Markets 3'78_7 8.7 20.8 -10.3 20.4 145
MSCI Frontier Markets es Pt 68 203 -122 157 58
Gold 2 ong 149 210 31 07 118
MSCI World 200 ¢ 65 302  -42 74 108
Global Treasuries O{fs 0.5 75 4.6 -5.8 4.7
REITs 152 03 452 252 31 59 40
Global Coporates o2 09 128 17 -43 68
Eonia o0 05 04 04 -04 03
Industrial Metals W e 69 91 -155 135 235
USDEUR P 8.2 2.3 47 124 3.2

MSCI World: MSCI World Net Return; MSCI Emerging Markets: MSCI EM Net Return; MSCI Frontier Markets: MSCI Frontier Markets Net Return;
REITs: MSCI World REITs Index; Global Treasuries: Bloomberg Barclays Global Agg Treasuries TR; Global Corporates: Bloomberg Barclays Global Aggregate Credit TR
Global Convertibles: Bloomberg Barclays Global Convertibles Composite TR; Gold: Gold US Dollar Spot; Brent Crude: Bloomberg Brent Crude Subindex TR;

Industrial Metals: Bloomberg Industrial Metals Subindex TR; Eonia: Eonia Capitalizaiton Index; USDEUR: Price of 1 USD in EUR

Equities

* Opver the last four weeks, most asset
classes gained. However, the weaker US
dollar weighed on EUR returns. Brent
oil was the best performer, followed by
convertibles.

* In 2020, global convertibles performed
best, thanks to their large tech exposure.
Gold and equities also gained, while
bonds were flat. REITs and Brent oil

were the worst performers.

Total return of selected asset classes, in euros and in percent,
sorted by 4-week performance.
Source: Bloomberg, Time period: 31/12/2015 - 31/12/2020

4-week & YTD

12-month periods over that last 5 years

= 4W (03/12/20 - 31/12/20)
YTD (31/12/19 - 31/12/20)

31/12/19 31/12/18 31/12/17 31/12/16 31/12/15
31/12/20 31/12/19 31/12/18 31/12/17 31/12/16

MSCI USA Small Caps

MSCI EM Eastern Europe 1191
Stoxx Europe Small 200

MSCI EM Asia

DAX

S&P 500

17.9

Stoxx Europe Cyclicals

Stoxx Europe 50

Topix

Euro Stoxx 50

Stoxx Europe Defensives

MSCI UK 179

8.7 29.3 -5.9 24 228
-19.1 36.9 0.6 2.8 42.0
4.8 20.1  -129 18.1 0.5
17.9 216 -11.2 253 9.4
35 255 -183 12.5 6.9
8.8 34.1 0.4 6.9 153
-0.3 27.3 -16.6 14.4 6.3
-6.3 274 -10.2 9.0 0.6
33 222 -10.0 111 73
-3.2 282 -120 9.2 3.7
-6.3 222 10 5.0 -2.5
-17.9 233 -9.8 7.4 29

S&P 500: S&P 500 TR (US-Equity); Stoxx Europe 50: Stoxx Europe 50 TR; Euro Stoxx 50: Euro Stoxx 50 TR; Topix: Topix TR (japanese Equity);
Stoxx Europe Small 200: Stoxx Europe Small 200 TR; MSCI USA Small Caps: MSCI USA Small Caps TR; Stoxx Europe Cyclicals: Stoxx Europe Cyclicals TR;
Stoxx Europe Defensives: Stoxx Europe Defensives TR; DAX: DAX TR; MSCI United Kindom: MSCI UK TR; MSCI EM Asia: MSCI EM Asia TR;

MSCI EM Eastern Europe: MSCI EM Eastern Europe TR.

Fixed Income

* Cyclical equity regions and small caps
performed best over the last four weeks,
which were characterised by economic
optimism. In contrast, the S&P 500
barely moved.

° Asian emerging markets were the win-
ners in 2020, followed by US equities.
German equities outperformed within
Europe. Eastern European and British

equities were among the relative losers.

Total return of selected equity indices, in euros and in
percent, sorted by 4-week performance.
Source: Bloomberg, Time period: 31/12/2015 - 31/12/2020

4-week & YTD

12-month periods over that last 5 years

= 4W (03/12/20 - 31/12/20)
YTD (31/12/19 - 31/12/20)

31/12/19 31/12/18 31/12/17 31/12/16 31/12/15
31/12/20 31/12/19 31/12/18 31/12/17 31/12/16

. j— 2.7
Gilts 2.9
EM Hard Currency Bonds o 11 32
EM Local Currency Bonds 34 s
0.4
BTPs " 79
USD High Yield 50 [ o
. . 03
EUR High Yield 1.7
. . p o2
EUR Financials 24
0.2
Bunds 3.0
EUR Inflation Linkers — 31
EUR Non-Financials &L 3.0
USD Corporates Y
Treasuries 08

2.9 13.7 -0.6 -2.0 -4.5
3.2 9.5 -6.3 7.1 7.0
-3.4 115 43 0.4 9.0
7.9 10.6 -1.3 0.8 0.7
-3.9 16.9 3.4 -6.7 18.8
17 9.5 -3.4 4.8 8.1
2.4 6.1 -1.5 3.2 3.8
3.0 3.0 2.4 -1.4 4.0
3.1 6.6 Si185) 1.4 3.8
3.0 6.4 -1.1 18 54
0.7 16.2 27 -6.8 8.7
-0.9 8.8 59 -101 4.1

Bunds: Barclays Germany Govt All Bonds TR; BTPs: Barclays Italy Govt All Bonds TR; Treasuries: Barclays US Treasury TR;

Gilts: Barcl. UK Govt All Bonds TR; EUR Inflation Linkers: Barcl. Euro Govt Inflation-Linked Bond All Maturities TR; EUR Financials: IBOXX Euro Fin. Overall TR;

EUR Non-Financials: IBOXX Euro Non-Fin. Overall TR; EUR High Yield: Markit iBoxx EUR Liquid HY TR; USD Corporates: iBoxx USD Corporates TR;

USD High Yield: IBOXX USD Liquid HY TR; EM Hard Currency: Barcl. EM Hard Currency Agg Govt Related TR; EM Local Currency: Barcl. EM Local Currency Govt TR.

2/13 Joh. Berenberg, Gossler & Co. KG « Berenberg Markets - Monitor

* Opver the past four weeks, the apprecia-
tion of the euro weighed on USD bonds
in particular. Treasuries were also bur-
dened by rising yields.

° In 2020, Italian government bonds
performed best, thanks to the expansion
of the ECB purchase programs. Howev-
er, German Bunds and EUR corporate
bonds also benefited and closed the year
in positive territory.

Total return of selected fixed income indices, in euros and in
percent, sorted by 4-week performance.
Source: Bloomberg, Time period: 31/12/2015 - 31/12/2020



POSITIONING

Non-Commercial Positioning

6 Bonds Equity Commodity Currency ° Speculative investors are still only cau-

L
il
|I

While they have increased Nasdaq longs

duced their US small caps exposure. In

L —

l tiously invested in equities via futures.

| | over the past four weeks, they have re-
| addition, they are only neutrally invested
1

in the aggregate S&P 500.

The Commodity Futures Trading Commission (CFTC) publishes
the Commitments of Traders Reports every Friday. A distinc-
tion is made between "non-commercial’ and "commercial
traders" positions. Non-commercial traders enter into purely
-6 speculative positions. Commercial traders hedge underlying

A N} o
—_—
T
USSR A G—

E E Lgn § E g.' % an> @ g >S< g § g _g % g £ % % :I: E g % 5 g )é é tr-ansa-ctions with‘futurgs or qptic‘ons. The chart -sh-ows the
Jd < <2 S gla 53 %’ o @ Q B8 - 2 2 g historical, normalized distribution in standard deviations and
3 < < S 3 ﬁ o o o - 3 g ; focuses on the net future position (long positions minus short
@ 9‘; S g,’ g positions) of non-commercial traders, thus indicating how
2 speculative investors have positioned themselves.
4 weeks ago  # current *Duration weighted average bond position.
Source: Bloomberg, CFTC, Time period: 22/12/2010 -
22/12/2020
Put-Call Ratio
2.9 .

Euro Stoxx 50 At the index level, put-call ratios are not

21
v M{v

f

particularly low for either the FEuro
Stoxx 50 or the S&P 500. A good sign!

I \ | J | t can therefore be assumed that inves-
”«W%%M M Wﬁtwi o s b e s s

11 they are not caught on the wrong foot in
08 the event of a sell-off.
2.6
S&P 500
2.4
2.2 A
2.0 The put-call ratio is the ratio of traded put options (specula-
18 tion on falling prices) to call options (speculation on rising
1.6 prices) across all maturities. The higher (lower) the ratio, the
1.4 more cautious (optimistic) are the market participants. The
12 data have been available for the S&P 500 since 20 December
10 1993 and for the Euro Stoxx 50 since 24 February 2006.
Jan 2018Apr 2018 Jul 2018 Oct 2018 Jan 2019Apr 2019 Jul 2019 Oct 2019 Jan 2020 Apr 2020 Jul 2020 Oct 2020 Jan 2021 Source: Bloomberg, Time period: 20/12/1993 - 31/12/2020
——1-week-average 3-week-average —— Historical average
ETF Flows
-50% -40% -30% -20% -10% 0% 10% 20% 30% ° Reduced uncertainty regarding the US
Mixed Allocation elections, Brexit and vaccines has led
EM Equity ETF investors to withdraw more funds
US Bonds from money matket vehicles recently.
Bonds . .. .
Emerging market equities were the main
EMU Bonds . .
beneficiaties of the rotation.
EM Bonds
L]
Equities Emerging market bonds, on the other
Commodity hand, have recently seen outflows.
EU Equity
Japan Equity
US Equity
Money Market °
Estimated ETF flows in percent of assets under management,
5% -4% -3% 2% -1% 0% 1% 2% 3% sorted by 2-week average.
m2Wavg 4Wavg ®YTD (top) Source: Bloomberg, Time period: 04/12/2020 - 01/01/2021
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SENTIMENT

AAIl Sentiment Survey (Bulls vs Bears)
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Realised Volatilities

* There has been little change in the sen-
timent of US private investors recently.
The optimists clearly dominate the pes-
simists. The bull-bear spread is currently
at 19.3%, 12 pp higher than the histori-
cal average.

The sentiment survey conducted by the American Association
of Individual Investors determines the percentage of private
investors who are optimistic, pessimistic or neutral regarding
the US equity market outlook for the upcoming six months. It
has been carried out since 1987. The survey is conducted from
Thursday to Wednesday and the results are published every
Thursday. For the stock market, it tends to be supportive
when there is a high proportion of bears and a low proportion
of bulls. However, it is a negative indicator when there are
significantly more optimists than pessimists.

Source: Bloomberg, AAll, Time period: 23/07/87 - 31/12/20

REITs
Commodities

DM equities

EM equities

G10 Fx

EUR high yield
EUR inflat. linkers
EUR sovereigns

EUR credit

* Compared to their own 5-year history,
volatility remains elevated for developed
market equities and REITs.

* In contrast, volatility for EUR corporate
and government bonds is historically
low and low compared to all other asset
classes. The ECB's ultra-loose monetaty
policy is the main reason for this.

Realised volatility (in percent) measures the historical range
of variation of a time series and is defined here as the

0 5 10 15 20 25
standard deviation of the daily returns over the last 60 trading
= 60D realised annualised volatility ®5Y average days. Volatility is often used as a measure of risk.
Source: Bloomberg, Time period: 31/12/2015 - 31/12/2020
Implied Volatilities
350 18 * Opver the past few weeks, implied volatil-
ities for many asset classes have fallen.
300 16 o .
This is not unusual for the time of year.
250 14 The VIX is now trading near the 20
12 mark again. Going below 20 would be a
200 positive sentiment signal for equity mar-
10
kets.
150
8
100 6 The price of options depends on the volatility of the underly-
ing instrument. Implied volatility can therefore be interpreted
50 as a measure of the currently expected fluctuation range of
A 4 the underlying compared to the market over the remaining
WWM_J term of the option. It is a measure of prevailing uncertainty in
0 r T T T " 2 the financial markets.
2016 2017 2018 2019 2021 Stocks = VIX Index, Oil = OVX Index, Government Bonds =

——Equities (%) Oil (%)

——Bonds (Bps)
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——Currencies (%, RHS)

MOVE Index, Currencies = CVIX Index
Source: Bloomberg, Time period: 01/01/2016 - 31/12/2020




SURPRISE INDICATORS

Global
20— onomic Surprises * The momentum of positive economic
150

surprises has recently weakened for the
G10 nations. For emerging markets,
however, the surprise indicator contin-
ued to rise. For example, Polish export
figures and Mexican industrial produc-

tion were positive surprises.

30 _ .
Inflation Surprises
20
10
o A .
-10
-20
-30
-40 See explanations below.
2015 2016 2017 2018 2019 2020 Source: Bloomberg, Time period: 01/01/2015 - 31/12/2020
——Global G10 ——Emerging Markets
Eurozone and US
300 Economic Surprises * In the eurozone, the preliminary put-
200 ; chasing managers' indices beat expecta-
100 . . ..
A y"“v o tions by a wide margin in some cases.
0 hM’l‘#\fw#gﬁﬁ— e — «q .
100 (% e Vg | The French services PMI was the most
200 significant positive surprise, arriving at
300 49.2 vs. expectations of 40.
-400 * In the US, on the other hand, most of
80 ; : :
o Inflation Surprises the economic data surprised negatively.
0 The December Philly Fed Index and re-
20 ,\/\ tail sales excluding autos disappointed.
0 ‘ ‘ N ‘ ‘ /
7 J A\ =S
20 M ~
-40 Y \'\/*/ N\
-60 See explanations below.
2015 2016 2017 2018 2019 2020 Source: Bloomberg, Time period: 01/01/2015 - 31/12/2020
= Eurozone us
UK and Japan
zzg Economic Surprises * The economic surprise indicators for

150 both Japan and the UK are in the green

zone. In the UK, moreover, inflation da-

100

50 A M — A J W{\/ h ta recently also surprised to the upside.
0 Pham— o LA . ma » 20 1 L.

o e A v o "ﬁf \‘T/ N 7’”‘; jw

-100
-150
40 Inflation Surprises
Citigroup Economic Surprise Indices are defined as weighted
20 /'\ historical, normalized data surprises (actual releases vs.
. Bloomberg survey median) over the last three months. A
vl /\ VAR /
0« T /‘\ ‘/V T ‘[\ T \\/ T — positive value of the index indicates that the economic data
vV \/\f have exceeded the consensus on balance. The indices are
-20 N\ \ calculated daily based on a rolling three-month period. The
\'] indices use a time decay function to replicate the markets
-40 limited memory, i.e. the weight of a data surprise decreases
60 over time.
2015 2016 2017 2018 2019 2020 Source: Bloomberg, Time period: 01/01/2015 - 31/12/2020
UK Japan
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ECONOMICS

OECD Leading Indicator

102
Global OECD Leading Indicator:
« Expansion - over 100 and rising
« Downturn - over 100, but falling
« Slowdown - below 100 4 alling
« Recovery - below 100, reasing
100
98
96
94 T T T T T T T T T T T T T
1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

——Global OECD Leading Indicator

Manufacturing Purchasing Managers Index (Manufacturing PMI)

——Percentage of countries with a monthly improvement in the OECD indicator (RHS)

100%

75%

50%

25%

0%

* The leading indicator for all OECD
economies was slightly up at 99,3 points
for November. The indicator continues
to recover from the lows of the Covid-
19 crisis in most major economies. The
sub-indicators for the seven largest

economies - the US, Japan, Canada,

France, Italy, Germany and the UK -

point to stable growth momentum.

The OECD Leading Indicator is composed of a series of select-
ed economic indicators whose composition provides a robust
signal for future turning points. A turning point in the indica-
tor usually signals a turning point in the economic cycle in 6-9
months. However, lead times are sometimes outside this
range and turning points are not always correctly detected.

Source: Bloomberg, Time period: 31/01/1994 - 30/11/2020

2016 2017 2018 2019 2020 . . .
Nov  Dec * Almost all purchasing managers' indices
Global PMI 53.7 a . .
— published so far for December signal a
US (ISM) 57.5 -
Canada il further recovery in industry compared
Eurozone 53.8 m - . .
Germany 578 a with the previous month. For the euro-
u EXN BH| - . :
France 496 511 & zone, for example, the index improved
Netherlands EDBEAE| ~
Italy 515 - from 53.8 to 55.5.
Spain 498 510 | &
Sweden a
Switzerland [ 55.2] a
" China (offical) = (516 | v The PMI is an overall index that provides a general overview of
China Caixin Bx 6| v the economic situation in industry. The PMI is derived from a
Japan 49.0 = total of eleven sub-indices, which reflect the change from the
South Korea 52.9 - previous month. A value of 50 is regarded as neutral, a value
Taiwan A N i e PR
Australia EX - of over 50 points as an indicator of rising activity in industry
Brazil - and a value of less than 50 points for falling activity in
Mexico N R 48.9 - industry compared with the previous month. The index has an
Russia | | [463 407 | & average lead time before actual industrial production of three
india | i LB | EX Ex| ~ o S months. The PHI 1 based vey of a relevant
south africa | I N 0 N E mE =x - o six months. The is based on a survey of a relevan
Fo—— o selection of purchasing managers regarding the development
40 44 46 48 49 50' 51 52' 54 56 60 of parameters such as incoming orders.
Source: Bloomberg, Time period: 31/12/2015 - 31/12/2020
Headline Inflation
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 . .
T T T T T T T Nov Dec * The inflation figures for November have
Aggregation* | ] 0.6 d
T [ — I also been very subdued. Global aggre-
Canada | NI - - n = ; = gate inflation, for example, has fallen to
Eurozone -
Germany l. - 1] : [z - 0.6%. It will be exciting next spring
UK _ 0.3 hd
France | ] || I o2 - when inflation is compated with the
Netherlands [ | | 1| || [ 1] | 0.7 - .
italy [ | | W11 I | ol ) - Covid-19 lows of 2020.
spain | [T [ | I 1T o les -
Sweden I I 0.2 -
Switzerland . m mmEE |~
crine | NN | W s |~
Japan | 0 [ 1 1. 09 v
south korea | I Il 06 [05 | +
Taiwan 1 1 1 | ] 1 1 0.1 a
A”SE:":'Z': -I_ ﬁ : Inflation is measured (in percent, year-on-year comparison)
vexico | IR I R I i - using a consumer price index, also known as a shopping basket
russia | [N 1S of goods. This shopping basket contains all goods and services
India [ T F e w [69] v that a household purchases on average per year. * = weighting
south Africa | EN I I e e A by gross domestic product.
niaton SN [ Oetaton Source: Bloomberg, Time period: 31/12/2010 - 31/12/2020
90 60 40 30 25 20 15 10 00 -1.0 -20
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FOREIGN EXCHANGE

Trade-Weighted Currency Development

110 * The dollar continues to fall. In turn, the
| 31/12/2019 = 100

euro and emerging market currencies in

105 particular are gaining. The yen, on the
other hand, is holding steady. Many in-
100 vestors expect the USD to remain weak
due to the massive increase in US debt.
95
90
85
A trade-weighted index is used to measure the effective value
of an exchange rate against a basket of currencies. The
80 importance of other currencies depends on the share of trade

Jan 2020 Apr 2020 Jul 2020 Oct 2020 with the country or currency zone.

Source: Bloomberg, Time period: 01/01/2020 - 31/12/2020
——EUR usDb —JPY ——EM

Currency Moves vs Euro

48 480 ° The big winners in 2020 in currencies
36 : 360 were crypto currencies. Ethereum
N gained more than 400%, Bitcoin 240%.
24 240 One reason for the increased demand
A
12 120 was the fear among some investors that
N . . .
(N B N S S — I 1 .0 , fiat currencies would increasingly lose
L e A ‘ . s 4 | value due to extreme monetary policy.
A A R i
12 . L 120 * Among the big losers in 2020 were the
-24 A . -240 BRL, TRY and RUB
A
-36 -360
O>0 000WLY X NM[>@xroeorn ; QO ZuWwum>cxg|laooZzzZ|leEo e
I 4 N 2 o 4
%%862'2‘083o%zggggéioizéﬁfﬁmuSéEQ&%@§
m L =
£ -
w Performance of selected currencies against the euro, in
G10 Asien EMEA LatAm Krypto (RS) percent.
= Seit 4 Wochen (vs. Euro) 42020 Source: Bloomberg, Time period: 31/12/2019 - 01/01/2021

EUR/USD Exchange Rate and Interest Rate Differential

14 05 * The interest rate differential between
USD and EUR has increased again over
the last few months. This has not

13 1.0
weighed on EUR/USD, yet. However, it
—eol - makes USD hedging more expensive
12 . o again for euro investors. We are still far
from the recent highs in the interest rate
11 20 differential of 10-year yields. The spread
was almost 3 percentage points at the

10 25 end of 2018.
EUR/USD exchange rate and interest rate differential (in
0.9 T T T T T 3.0 percentage points) of 10-year US Treasuries and 10-year
2016 2017 2018 2019 2020 2021 Bunds.
—— EUR/USD - — - Forecast EUR/USD —— 10Y Interest Spread (inv., rhs) - - - Forecast Spread (inv., rhs) Source: Bloomberg, Time period: 01/01/2016 - 31/12/2021
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EQUITIES — PERFORMANCE & EARNINGS

European Sector & Style Performance

4-week & YTD 12-month periods over that last 5 years °
m 4W (03/12/20 - 31/12/20) 31/12/19 31/12/18 31/12/17 31/12/16 31/12/15 Over the last month’ Europ can growth
YTD (31/12/19 - 31/12/20) 31/12/20 31/12/19 31/12/18 31/12/17 31/12/16 companies aga.in outperformed value
Information Technology = 145 376 68 196 42 . .

. 34 stocks, driven by the rise in IT compa-
Materials 94 9.4 264 -139 18.7 28.6 K . . g
Utilties s W7 p 20 05 59 nies. Financials were among the relative
Growth ) 59 324 95 123 22 losers.

. . 3.1 ;

Consumer Discretionary 6.5 6.5 33.0 -144 9.7 -0.5 * 'The best performlng European sectors
Consumer Staples as o[ 20 35 253 -89 88 03 in 2020 were I'T and utilities. Energy and
Industrials o 37 351 -132 153 108 .

3 financials underperformed the most.
Health Care 19 ’ -1.9 31.8 -0.6 29 -9.4

02
Value 12,9 -12.9 19.6 -11.6 8.3 7.4 .

o 00 Total return of European equity sectors and European style
Telecommunications 135 : -13.5 4.7 -9.6 17 -133 indices, in euros and in percent, sorted by 4-week perfor-
Finance B -15 -15.6 223  -19.3 12.0 0.1 mance. The difference between Value and Growth lies in the
£ 19 339 87 06 52 28 valuation. A growth stock is highly valued because the compa-

nergy -33.9 e . e : - ny is expected to grow strongly. Value stocks generally have
Consumer Discretionary: MSCI Europe Consumer Discretionary NR; Consumer Stables: MSCI Europe Cons. Staples NR; Energy: MSCI Europe Energy NR; less growth potential and are valued lower.
Finance: MSCI Europe Financials NR; Health Care: MSCI Europe Health Care NR; Industrials: MSCI Europe Industrials NR; Information Tech.: MSCI Europe Inform. Tech. NR; Source: Factset, Time period' 31/12/2015 - 31/12/2020
Materials: MSCI Europe Materials NR; Te ications: MSCI Europe T Senvices NR; Utiliies: MSCI Europe Utilities NR; ) ’ :

Value: MSCI Europe Value NR; Growth: MSCI Europe Growth NR.

Changes in Consensus Earnings Estimates

25 ° In line with our expectations, analysts
have recently revised their earnings es-

20

timates upwards across almost all re-
1 gions - particularly strongly for Latin
10 America and Eastern Europe, which are
5 benefiting from rising commodity pric-

€s.

* However, the UK and Germany have

-5 also seen recent increases in earnings es-

> § f|E8 § 3 £ ¢ § ¢ § [ ¢ :

Z g &1z 8 3 3 8 s s 3 timates.

= = 2 > e O H El 3 N o

H 5 | 3 3 2 2 2 5
@ (] ju o o =1

5 g |z 5§ 2 =

= z B E

71 %. 1-month and 3-month changes in consensus earnings estimates
2 for the next 12 months, in percent.

APAC ex Japan = Asia Pacific ex Japan
®1M changes ... 3M changes to consensus earnings estimates for the next 12 months Source: FactSet, as of 01/01/2021
: 3

Earnings Growth

200 * While analysts expect a decline in earn-

150 ings for all regions in 2020, they are all
the more optimistic for 2021.

0 e It is particularly noteworthy that they

%0 expect a smaller drop in profits for

emerging markets in 2020 than for the

j

developed markets, but a stronger in-
crease in earnings for 2021.

-100
m 5 > (%) c o m m c m [
T § 2| % £ &6 ¢ & £ £ 5 g &
[+ = a 2 ] 3 2 o o 2 5
< o 2 o ® o > B ) g >
5 o 0] = =1 3 =1 3
@ 2 x P < @ m 0]
@ o 3 : ;
< ® ) [ g = Calendar year earnings growth consensus expectations for
9* ; § 3 o selected equity regions, compared to the previous year and in
% %- percent. The earnings estimates of the individual companies
2 are aggregated using the index weights (bottom-up).
2020 G Earnings Growth (v/y. in % 2021 G Earmings Growth (v/v. in % APAC ex Japan = Asia Pacific ex Japan
L]
onsensus Earnings Growth (y/y, in %) onsensus Earnings Gro\ (yly, in %) Source: FactSet, as of 01/01/2021
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EQUITIES - VALUATION

Contribution Analysis

60 . . . .
Stoxx Europe 50 The contribution analysis shows that for
40 the Stoxx Europe 50 in particular, price
20 development was rarely driven by earn-
o ings in recent years, but frequently by
P/E expansion.
-20
-40
80
S&P 500
60
40
20
0 T T
-20 Analysis of the stock market drivers over the last 12 months.
This takes into account the change in earnings estimates and
-40 the change in valuation (price/earnings ratio). EPS = earnings
2011 2013 2015 2017 2019 per share
EPS (A YoY, %) = P/E (A YoY, %) —— Index-Performance (A YoY, %)

Source: Bloomberg, Time period: 01/01/2010 - 01/01/2021

Price-Earnings Ratio (P/E Ratio) of European and US Equities

28 e Although ecarnings estimates have re-
cently risen, valuations have continued

to climb. Stock indices have risen cotre-

24 . .
spondingly faster than earnings expecta-
tions.

20 ° Extremely low interest rates have meant
that we are now at valuation levels simi-

16. -

" 408 lar to those seen during the technology
bubble at the turn of the millennium.

12

/"\M P/E valuation based on earnings estimates for the next twelve
! months for European and US equities and the respective P/E
8 . . . . . . average since 1988 * For the Stoxx 600, the history prior to
1988 1993 1998 2003 2008 2013 2018 2000 is of MSCI Europe. ] )
——S&P 500 — — — Average S&P 500 Stoxx 600* Average Stoxx 600* Source: Bloomberg, IBES Time period: 31/12/1987 -
01/01/2021
Historical Distribution: Price/Earnings and Price/Book Ratio

28 5 * All equity regions are priced expensively

P/E-Distribution since * P/B-Distribution since ) . .
01/01/2006 (LS) 01/01/2006 (RS) relative to their own history on a P/E

24 v . - 4 basis. In relative terms, emerging market
equities are the most favorably valued

20 .. .

s and US equities the most expensive at
N the index level. The comparison lags,
16 A
-
however, due to the sector structure of
A 2 T .. . .
1 A . . e - the individual stock indices differing
A
4 greatly.
1
8
Historical distribution of valuation indicators for selected
stock regions since 2006, showing the current value, the
4 Euro S T s 600 T S&P 500 MSCIEM  Euro S T s 600 T S&P 500 T MSCl EM 1 0 observation four weeks ago and the historical median, the
urosotoxx toxx urosotoxx toxx maximum (upper limit of the grey bar) and the minimum
) ) (lower limit of the grey bar).
Min/Max-Spread A Median 4-weeks ago « Current

Source: Bloomberg, Time period: 01/01/2006 - 01/01/2021
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SOVEREIGN BONDS & CENTRAL BANKS

10-Year Government Bond Yields

40 * Recently, there has been a clear diver-
35 gence between US yields and European
30 government bond yields. While US 10-
25 year yields have risen in line with the
spreading economic optimism, German
20 . .
Bund yields, for example, have contin-
15 . :
?i-g-?l% ued to tread water. One reason for this
+1Bp . .
10 IT: 0.54% is the scarcity of German Bunds due to
-6B . i
05 \Mn M coen) loose ECB policy. In addition, the mat-
UK: 0.20% X . L.
00 . v W . (-13Bp) ket expects inflation to rise in the US,
os rather than in the eurozone.
DE: -0.57%
-1.0 (-1Bp)
2016 2017 2018 2019 2020 Effective yield of 10-year government bonds and change in the
——Germany (EUR) France (EUR) —— ltaly (EUR) ——UK (GBP) ——US (USD) last four weeks in basis points (in brackets).
Source: Bloomberg, Time period: 01/01/2016 - 31/12/2020
Yield Curve Steepness (10Y - 2Y)
350 1Y 2y  Spread ° The US. yield curve has steepened
200 Us  091% 012% 79Bp further. The spread between 10-year and
DE -0.57% -0.70% 13 Bp . .
2-year U.S. vyields were at 80 basis
250 points, the highest level since October
200 2017.
|
150 §
“‘ i
100 \
0 W
) ' The yield curve distinguishes between the so-called short and
0 v L the long end. The reason for this lies in the way in which
factors influence returns. Central banks control the short end
-50 of the curve through their monetary policy and key rates. By
contrast, the long end is influenced less by central banks than
-100 by inflation expectations, supply, demand and risk premia.
1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 Source: Bloomberg, Time period: 01/01/1998 - 31/12/2020
——US Treasury-Steepness (10Y-2Y, in Bps) DE Bund-Steepness (10Y-2Y, in Bps)
Implicit Changes in Key Interest Rates
0.9 * The market neither expects interest rate
0.8 - cuts nor rate hikes by the major central
07 - banks over the next few months. It is
0.6 _ pricing in the highest probability of an
05 interest rate cut for the ECB. For the
04 - Fed and BoE, this is virtually ruled out
03 - until at least September 2021.
02 - = =M
0.1 _ -
0.0 e = : e e
- — — - - - - - — — - - — — - — - - — i -
N N N N N N N N N N N N N N N N N N N N N
o o o o o o o o o o o o o o o o o o o o o
D e T P Derivatives on money market rates - such as the Fed funds
s 8 2 5 3 © ol &8 2 5 3 o Bl & T 5 3 o © ;
s = < A zZ al»s = < 5 w Ol = = » & v =z futures - can be used to determine changes (number of steps)
Fed (25bp) EZB (10bp) BoE (25bp) in the key interest rate priced by the market
Source: Bloomberg, Time period: 03/12/2020 - 31/12/2020
= Market priced rate hike ... rate cut — ... interest rate change 4 weeks ago
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CORPORATE BONDS

Credit Spreads Financial and Non-Financial Bonds

400
350
300
250
200
USD Non-Fin.:
121 Bp
150
USD Fin.:
94 Bp
100 EUR Non-Fin.:
69 Bp
50
0 - T T T T |
2015 2016 2017 2018 2019 2020

——USD Financial EUR Financial ——USD Non-Financial ——EUR Non-Financial

Credit Spreads High Yield and Emerging Markets Bonds

* The extremely loose monetary policy of
the major central banks has recently led
to a further decline in credit spreads on
corporate  bonds. In pure valuation
terms, corporate bonds thus appear un-
attractive.

Explanations see middle and bottom illustration.
Source: FactSet, Time period: 01/01/2015 - 31/12/2020

1300

1100

EM High Yield:
495 Bp

USD High Yield:
361 Bp

EM High Grade:
168 Bp

100 - T T T T
2015 2016 2017 2018 2019 2020

——USD High Yield EUR High Yield ——EM High Yield (USD) ——EM High Grade (USD)

Historical Distribution of Credit Spreads (in bp)

* Credit spreads of high-yield bonds from
emerging markets also came down
sharply recently. However, compared to
pre-Covid-19 levels, they still appear at-
tractively valued.

* EUR and USD high-yield bonds are
once more valued similarly to mid-2019.

The extent of the risk associated with a corporate bond is
shown by its asset swap spread (in basis points). This indicates
the yield that the issuer must pay in addition to the swap rate
for the respective term to offset its credit risk. See further
explanations below.

Source: FactSet, Time period: 01/01/2015 - 31/12/2020

400 LHS RHS 1,200
350 1,050
300 900
250 750
200 A 600
150 ¢ 450
A A
* * ‘
100 . A 300
* ‘ ‘
50 150
0 - T T T T T T 0
usD EUR USD Non- EURNon- USDHigh EURHigh  EM High EM High
Financial Financial Financial Financial Yield Yield Yield Grade
Min/Max A Median 4 weeks ago # Current
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* All bond segments considered here are
expensively valued relative to their own
history. The highest credit spread is cut-
rently for EM high-yield bonds, while
the lowest is for EM high-grade bonds.

USD Financial = ICE BofAML US Financial; EUR Financial = ICE
BofAML Euro Financial; USD Non-Financial = ICE BofAML US
Non-Financial; EUR Non-Financial = ICE BofAML Euro Non-
Financial; USD High Yield = ICE BofAML US High Yield; EM High
Yield = ICE BofAML High Yield Emerging Markets Corporate
Plus; EM High Grade = ICE BofAML High Grade Emerging
Markets Corporate Plus. The EM indices shown here are hard
currency bonds.

Source: FactSet, Time period: 31/12/2010 - 31/12/2020



COMMODITIES

Commodities Performance

Silver (USDJounce) ° * Silver has outperformed all other pre-
Tin (USDHY) ° cious metals over the last four weeks.
Brent Crude Oil (USDbb) ° Additionally, in 2020 as a whole, it is the
Palladium (USD/ounce) [ . .
commodity with the strongest perfor-
WTI Crude Oil (USD/bbl) ° . .
Gasoil (USDIMT) N mance. In particular, it has benefited
Nickel (USD/t) from its cheap relative valuation com-
Platinum (USD/ounce) pared to gold in the spring of 2020.
Gold (USD/ounce, ° . . .
¢ ) * Crude oil remains the worst performing
Gold (EUR/ounce) ditv i f
Copper (USDHY) N commodity in 2020 even after the recent
Natural Gas (USD/MMBtu) o recovery rally, mainly due to the sharp
Zinc (USD/t) ° drop in oil demand caused by the Covid-
Lead (USD/Y 19 pandemic.
Aluminium (USD/t)
-60 -40 -20 0 20 40 60 Total return of selected commodity prices, in percent, sorted
=4 weeks ©2020
by 4-week performance.
Source: Bloomberg, Time period: 01/01/2020 - 31/12/2020
Crude Oil
100 350 ° The price of crude oil continued to
80 400 stabilise in December, trading above
USD 50 per barrel. This was boosted in
60 450 . . L.
particular by increased optimism about
40 500 the future due to the positive news on
20 550 vaccines.
——Brent Crude Oil (USD/barrel) ——US Oil Inventories (in thousand barrel, inv., rhs) ° The sharp dfOp in Oll prices il’l 2020 iS
14 1,900 . ] . .
also reflected in US oil production. This
13 1,600 . .
is still just under 40% below the pre-
12 1,300 . .
Covid-19 highs.
11 1,000
10 700 Higher oil production and higher inventories tend to depress
9 400 oil prices and vice versa. An increase in active oil rigs indi-
cates a future increase in oil production.
8 . . . . . 100 Source: Bloomberg, Time period: 01/01/2016 - 01/01/2021
2016 2017 2018 2019 2020 2021
——US Qil Production (in million barrel per day) ——US Rig Counts (rhs)
Gold
2,000 W 160 e After gold had a lackluster performance
1,800 140 in October and November, it was able
120 1: .
1,600 to stabilise recently. Low real interest
100 .
1,400 & rates and a falling US dollar are support-
1,200 60 1wve.
1,000 40
——Gold (USD per ounce) ——Gold ETF-holdings (million ounces, rhs)
-150 80
-100
50 85
0 90 The US dollar and the real interest rate, i.e. adjusted for
50 inflation, are among the fundamental price factors of the gold
100 95 price. Rising real interest rates tend to depress the price of
150 00 gold, while falling real interest rates have a supportive effect.
200 1 The same applies to the US dollar. The development of gold
250 105 ETF holdings reflects the demand for gold from financial
2016 2017 2018 2019 2020 2021 investors.

——US real interest rate (inv., in bps)

——USD trade weighted (inv., rhs)
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Source: Bloomberg, Time period: 01/01/2016 - 01/01/2021
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