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Current market commentary

Option expiries often mark turning points. Options market maker tend to influence
stock markets less afterwards because the number option contracts to be hedged
lessen. The market can breathe more freely. As a result, volatility often increases,
especially if there is an external trigger. After the option expiry a week ago, the new,
more transmissible Covid-19 virus variant from South Africa is one such trigger. It
has significantly increased uncertainty and weighed on oil and cyclical equity market
segments in particular, while safe havens such as gold and US government bonds
were among the relative winners. Recently, we have increasingly warned that equity
markets have become more vulnerable from a positioning and sentiment perspec-
tive. Looking ahead, the crucial question is how dangerous the new variant really is.
Little is known at the moment. However, if Covid-19 vaccinations also work with
this variant, markets should rise again towards the end of the year. Otherwise,
things are likely to get more uncomfortable.

Short-term outlook

With high inflation, an increased number Covid-19 infections and new Covid-19
variant, markets will be eagerly watching the monthly meeting of central banks. The
Fed meets on 15 December and the ECB and Bank of England meet on 16 De-
cember. Recently, the tone of the central banks has become increasingly hawkish as
inflation readings remain high.

Today the preliminary inflation data (Nov.) for Germany and the Eurozone eco-
nomic confidence (Nov.) will be published. On Tuesday, Chinese Purchasing Man-
agers' Indices (PMIs) for November, preliminary inflation readings (Nov.) for the
Eurozone and US Consumer Confidence (Nov.) will follow. On Wednesday, in
addition to German retail sales (Oct.), the industrial PMIs (Nov.) for Europe and
the US (ISM) will be published. The corresponding service PMI (Nov.) and US new
orders (Oct.) as well as French industrial production data (Oct.) will then follow on
Friday.

Back and forth in bond and gold markets

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

Central banfks under inflation and Covid-19

pressure.

Purchasing managers' indices for November provide
economic insight against the backdrop of the current
Covid-19 wave.
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* In recent weeks, both the bond and gold
market were distinguished by high vola-
tility. Stagflation worries (high inflation,
low growth) and temporarily rising in-
terest rates favoured the back and forth.

* The new Covid-19 virus variant and the
current Covid-19 wave caused yields to
fall significantly again last Friday. The
prospect of more restrictive central
banks has diminished and investors
headed for safety, which also supported
gold.

See explanations on pages 10 and 12.
Source: Bloomberg, Time period: 01/10/2021 - 26/11/2021



PERFORMANCE

Multi Asset

4-week & YTD 12-month periods over that last 5 years °
B AW (29/10/21 - 26/11/21) 26/11/20 26/11/19 26/11/18 26/11/17 25/11/16 OVCI‘ the laSt fOur Weeks’ gOId haS been
YTD (31/12/20 - 26/11/21) 26/11/21 26/11/20 26/11/19 26/11/18 26/11/17 the Strongest performer Since the start
Gold 2 45 146 229 -01 33 o
. h23 of the year, gold has turned positive
Global Treasuries 15 0.4 0.0 11.3 2.0 -5.5
USDEUR 2, 52 75 28 53 -112 now.
REITs Y e 318 -154 199 18  -09 * Concerns about a more dangerous
15 . .
Global Coporates a4 33 09 144 13 33 Covid-19 mutation on the other hand,
0.8 . . .
MSCI World o 276 292 61 205 41 83 have recently weighed on crude oil in
Eonia & 05 05 -04 -04 04 articular
Industrial Metals 3 s 328 60 44 79 20 p - )
- .
Global Convertibles 1 g 164 232 151 28 52 Meanwhile, the US dollar continued to
MSCI Frontier Markets = 206 321 58 132 72 155 strengthen against the euro, supported
MSCI Emerging Markets 220 4 70 110 133 -88 225 by increasing expectations of US interest
109 | .
Brent a9 [ 705 373 172 68 110 rate hikes next year. The euro was also

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 Dolar Spot; Brent Crude: Bloomberg Brent Crude Subindex TR; idual E .
Industrial Metals: Bloomberg Industrial Metals Subindex TR; Eonia: Eonia Capitalizaiton Index; USDEUR: Price of 1 USD in EUR. vidua uropean countries.

burdened by the new lockdowns in indi-

Total return of selected asset classes, in euros and in percent,
sorted by 4-week performance.
Source: Bloomberg, Time period: 26/11/2016 - 26/11/2021

Equities

4-week & YTD 12-month periods over that last 5 years ° e : _

= 4W (29/10/21 - 26/11/21) 26/11/20 26/11/19 26/11/18 26/11/17 25/11/16 US Cqultles recently Contlnued to out
YTD (31/12/20 - 26/11/21 26/11/21 26/11/20 26/11/19 26/11/18 26/11/17 1 1
_ ( 20n120) perform, supported by massive equity

Topix 05 108 34 148 32 118 ’ .

b 20 redemptions, ETF inflows and a strong-
S&P 500 uo| 354 89 233 102 65
MSCI USA Small Caps 01 G 325 53 150 61 27 er US dollar.
MSCI EM Asia Rl P 47 199 142 -103 269 * Eastern Europe has recently been the

21 m . . . .
Stoxx Europe 50 100 201 55 183 46 154 worst performer. Oil price consolidation
Stoxx Europe Defensives 22 . 162 165 54 157 39 110 and profit-taking have exerted pressure.
MSCI UK 27 - 0 214 -162 125 02 70
DAX 28 m 12 14.8 04 166 -131 22.1
Stoxx Europe Small 200 31 - . 243 26 187 51 206
Stoxx Europe Cyclicals 36 = 107 231 10 164 95 104
Euro Stoxx 50 37 . w8 188 33 201 91 204
F12.1 p—

MSCI EM Eastern Europe 23.6 297 192 305 00 160 Total return of selected equity indices, in euros and in
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); percent, sorted by 4-week performance.
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; SOUrCe: Bloomberg T'lme period: 26/1 1 /201 6 _ 26/1 1 /2021

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

4-week & YTD 12-month periods over that last 5 years ° : :
= 4W (29/10/21 - 26/11/21) 26/11/20 26/11/19 26/11/18 26/11/17 25/11/16 US Treasuries have recently been in
YTD (31/12/20 - 26/11/21) 26/11/21 26/11/20 26/11/19 26/11/18 26/11/17 demand again as a safe haven. Yields on
Treasuries 3.1 -0.8 135 3.6 -9.1 .
, 10-year bonds fell by 16bps last Friday
Gilts 35 1.6 145 0.4 -15

alone after concerns about the new virus

USD Corporates 5.2 0.6 18.5 2.2 -5.6

Bunds 43 16 55 09 -08 variant from South Africa increased sig-
EM Local Currency Bonds 45 .18 117 1.2 14 njﬁcantly_
BTPs 1.2 66 154  -59 42 .

Hard EM government bonds on the

EUR Inflation Linkers 6.2 243 7.4 -2.3 4.2 .
other hand, lost value and remain the

USD High Yield 103 9.3 -2.9 13.6 57 -3.8 f . b d .

EUR Financials 05 21 61 -18 40 worst-performing bond segment  since

EUR Non-Financials 13 28 68 17 27 the beginning of the year.

EUR High Yield 3.2 21 7.3 -2.7 6.8

EM Hard Currency Bonds 45 -30 35 94 74 78 Total return of selected fixed income indices, in euros and in

Bunds: Barclays Germany Govt All Bonds TR; BTPs: Barclays Italy Govt All Bonds TR; Treasuries: Barclays US Treasury TR; percent, sorted by 4-week performance.

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; Source: Bloomberg’ T.Ime per.iod: 26/1 1 /201 6 _ 26/1 1 /2021

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
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POSITIONING

Non-Commercial Positioning

6 Bonds Equity Commodity Currency * 'The distinct short pOSitiOﬂing of hedge
| funds in US government bonds limits
4 . . . .
i l upside potential of US yields, while ad-
2 l I I verse news led to a sharp decline in
Lt Im Ll
0 % — T T . .
1 ! *1 * Speculative investors have recently be-
1
2 | i I | M come somewhat more risk-averse again,
| ] | I especially on the equity side.
-4 The Commodity Futures Trading Commission (CFTC) publishes
the Commitments of Traders Reports every Friday. A distinc-
-6 tion is made between "non-commercial” and “commercial
4 o P i . :
g 8 8 g % 3 g z % % ; g 5 g o Czﬁ g ;I_; g g 9 < g § % g JC> 8 traders' 'pos1t1or'15'. Non commerc'1al traders enter into pur?ly
N 95 g 58 g 2 v 5 a5 = 8 3 5 g T v W< ®wz ™~ O OO speculative positions. Commercial traders hedge underlying
g <=2 =X%p g a8 3 o B 2 5§ £ i transactions with futures or options. The chart shows the
& é § o = 3 § historical, normalized distribution in standard deviations and
* § ~ focuses on the net future position (long positions minus short
4 weeks ago current positions) of non-commercial traders, thus indicating how
speculative investors have positioned themselves.
*Duration weighted average bond position.
Source: Bloomberg, CFTC, Time period: 16/11/2011 -
16/11/2021
Put-Call Ratio
22 Euro Stoxx 50 * The put-call ratio for European equities
2.9 has recently jumped significantly. Inves-
2'2 tors are likely to have demanded more
2.0 "1 !\n‘ » hedging. For US equities, however, the
17 }'_h,y_v %J}V -b% -IH picture looks different, with the put-call
L4 \\. . N e
11 ratio remaining close to its historical av-
08 erage.
2.6
4 S&P 500 »

The put-call ratio is the ratio of traded put options (specula-
tion on falling prices) to call options (speculation on rising
prices) across all maturities. The higher (lower) the ratio, the
more cautious (optimistic) are the market participants. The
data have been available for the S&P 500 since 20 December
1993 and for the Euro Stoxx 50 since 24 February 2006.

Jan 2018 Jul 2018 Jan 2019 Jul 2019 Jan 2020 Jul 2020 Jan 2021 Jul 2021 Source: Bloomberg, Time period: 20/12/1993 - 26/11/2021
——1-week-average 3-week-average —— Historical average
ETF Flows
0% 5% 0% 5% 10%  15%  20%  25%  30%  35% * ETF investors have recently been de-
Mixed Allocation . manding multi-asset vehicles, European
EMU Bonds bonds and commodities in particular.
US Equity * Money market ETFs, on the other hand,
CommOdfty have been heavily reduced.
EM Equity
Equities
Bonds
US Bonds
EU Equity

Japan Equity
EM Bonds
Money Market

) 0 o o o 5 N o o . Estimated ETF flows in percent of assets under management,
-2.5% -2.0% -1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5% 2.0% sorted by 2-week average.

m2Wavg ©4Wavg @YTD (top) Source: Bloomberg, Time period: 31/12/2020 - 26/11/2021
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SENTIMENT

AAII Sentiment Survey (Bulls vs Bears)

45

40 38.8 38.0

35.7
35 3338 339

314 305

27.2

11.6

75

0 L L
-1.9

Bulls Neutral Bears Bull/Bear Spread

= Current Last week = Historical average

Realised Volatilities

* The mood among US private investors
has turned noticeably in the last two
weeks. Recently, there were more pes-
simists than optimists again. The recent
setback on the stock markets was there-
fore not unexpected.

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 - 25/11/21

Commodities

EM equities
REITs

DM equities

EUR inflat. linkers
G10 Fx

EUR sovereigns
EUR credit

EUR high yield

* Almost all of the investment segments
shown currently have below-average re-
alised volatility.

* EUR inflation-linked bonds are an ex-
ception. Here, it is primarily the recent
strong fluctuations in inflation expecta-
tions that have caused volatility.

* The yields of government and corporate
bonds have also fluctuated strongly un-
der this influence recently, which led to
increased volatility in the segments.

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 L . .
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: 26/11/2016 - 26/11/2021
Implied Volatilities
350 18 * Implied volatility in equities and oil has
6 increased significantly in recent days due
300 .
to Covid-19 concerns.
250 14 * The implied volatility of currencies, and
12 to a lesser extent government bonds, has
200 also increased markedly.
10
150
8
100 6 The price of options depends on the volatility of the underly-
ing instrument. Implied volatility can therefore be interpreted
as a measure of the currently expected fluctuation range of
50 4 the underlying compared to the market over the remaining
wmw’ term of the option. It is a measure of prevailing uncertainty in
0 . ; - . . . 2 the financial markets.
2016 2017 2018 2019 2020 2021 Stocks = VIX Index, Oil = OVX Index, Government Bonds =

—— Equities (%) Qil (%) ——Bonds (Bps) ——Currencies (%, RHS)
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MOVE Index, Currencies = CVIX Index
Source: Bloomberg, Time period: 01/01/2016 - 26/11/2021



SURPRISE INDICATORS

Global

200 . R
Economic Surprises

150

* Despite the 4th Covid-19 wave, the G10
economic surprise index has risen nota-
bly in the past four weeks. While eco-
nomic sutrprises in the Eurozone were
subdued, US economic data were able to
surprise noticeably upwards.

* The economic surprise index for emerg-

-150
80 : i ing markets, on the other hand, rose on-
Inflation Surprises

60 ly marginally. In China, retail sales and
40 industrial production surprised to the
20 upside.

0

20

-40 See explanations below.

2016 2017 2018 2019 2020 2021 Source: Bloomberg, Time period: 01/01/2016 - 26/11/2021

= Global G10 - Emerging Markets

Eurozone and US

300 Economic Surprises * Economic data in the US continues to
200 surprise on the upside. Most recently,
100 DA, !,rk,n retail sales, industrial production data,

0 %wgv —— a e sl (* T Sid i . . . .

v M A S ﬂ’ W’ various sentiment indicators and labour

-100

200 market data have beaten expectations.
300 ° The economic surprise index for the
-400 Eurozone is still on its way to positive
100

Inflation Surprises

80 r
60
. /_/\/\\/\
20
0 /\f\
7 SaaPaq

o\ \/‘N‘\/j

2016 2017 2018 2019 2020 2021
——Eurozone us

UK and Japan

territory. However, this trend could
break due to the current Covid-19 wave.
Most recently, the putchasing managers'
indices have surprised positively, while
the German Ifo index has disappointed.

See explanations below.
Source: Bloomberg, Time period: 01/01/2016 - 26/11/2021
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* The UK continues to record positive
surprises. Most recently, the purchasing
managers' indices, retail sales and labour
market data have surprised positively.

* Japan, on the other hand, continues to
struggle with a sideways trend in nega-
tive territory.

Citigroup Economic Surprise Indices are defined as weighted
historical, normalized data surprises (actual releases vs.
Bloomberg survey median) over the last three months. A
positive value of the index indicates that the economic data
have exceeded the consensus on balance. The indices are
calculated daily based on a rolling three-month period. The
indices use a time decay function to replicate the markets
limited memory, i.e. the weight of a data surprise decreases
over time.

Source: Bloomberg, Time period: 01/01/2016 - 26/11/2021




ECONOMICS

OECD Leading Indicator

103 _— 100% * The economic recovery in the OECD
Global OECD Leading Indicator:
« Expansion - over 100 and rising 11—
D e 100, bt fane area has probably now peaked, as im
* Slowdown - below 100 and falling : H H H
* Recovery - below 1dD, but increasing phed by the OECD 1ndex, Wthh 1s now
101 75% falling.
* This picture has also sharpened at a
country level in the last two weeks. Only
99 50% half of countries improved compared to
the previous month
97 25% 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
95 i i i i i i i i i i i i i 0% range and turning points are not always correctly detected.
1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 Source: Bloomberg, Time period: 31/01/1994 - 31/10/2021
——Global OECD Leading Indicator ~——Percentage of countries with a monthly improvement in the OECD indicator (RHS)
Manufacturing Purchasing Managers Index (Manufacturing PMI)
2017 2018 2019 2020 2021 . . . .
T oct Nov ° Despite the recent rise in Covid-19
Global PMI | o a ..
— concerns, the Eurozone PMI surprising-
US (5m) H T v
Canada 'l "H N N 54 -~ ly posted a Shght galn.
Eurozane 5 - i .
Germany | B TlsisfeiclRg * Moreover, the improved sentiment of
K NI 0N DR 52 EE | - : . .
France I 535 B | ~ managers in Australia and Japan contin-
Netherlands | a
ttaly I a ues.
spain | -
Sweden | -
Switzerland I A
China (offical) 492 = The PMI is an overall index that provides a general overview of
China Caixin [ ] 50.6 a the economic situation in industry. The PMI is derived from a
Japan 532 - total of eleven sub-indices, which reflect the change from the
S°“‘“T:i‘;::: é & : previous month. A value of 50 is regarded as neutral, a value
Australia IEN DEEERY s2i ED| - of over 50 points as an indicator of rising activity in industry
Brazil B osu7 - and a value of less than 50 points for falling activity in
Mexico 50.7 - industry compared with the previous month. The index has an
Russia 516 -~ average lead time before actual industrial production of three
o E2 - i hs. The PMI is based f a relevant
South Africa =05 - to s1x‘mont s. The PMI is based on a survey of a relevan
Pem— P 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: 31/10/2016 - 31/10/2021
Headline Inflation
2012 2013 2014 2015 2016 2017 2018 2019 2020 . . . .
| * After the publication of high US infla-
Aggregation* rS . - . o qe
— — tion figures, the remaining industrialised
rY
Canada n - - countries, except Japan, also followed
Eurozone r'y
Germany : ] - with significant inflationary spurts.
UK rS
France 1 - * Globally, inflation rose to 4.1% year-on-
Netherlands 1 a
Italy . - =
Spain . N year.
Sweden 1 a ° : : : A
ueden o — - The UK recorded its highest price in
China RN a crease in a decade with 4.2%. Here, too,
sapan I . - . )
South Korea | I | - higher energy and food prices led the
Taiwan | 1 . 1 v
Australia 1 r'S ﬁeld.
Brazil | B BN N | -
Mexico Il 200 T | a Inflation is measured (in percent, year-on-year comparison)
russia | [ I N B 0 | a using a consumer price index, also known as a shopping basket
India N Bl | - of goods. This shopping basket contains all goods and services
south rrca | I B Bl 0 . - e
that a household purchases on average per year. * = weighting
In!lalmn“ Deflation b d tic product
9.0 6.0 40 30 25'20'15'10'00—10 20 ygross omes p :
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Source: Bloomberg, Time period: 31/10/2011 - 31/10/2021



FOREIGN EXCHANGE

Trade-Weighted Currency Development

mo ° In trade-weighted terms, the euro has
| 31/12/2019=100 lost considerable value in recent weeks.

105 I oo ‘ Asian currencies and the US dollar have
T, gained in value against the euro. One

100 oo / . reason was the Covid-19 ctrisis, which is

particularly affecting Europe.

95 *  EM currencies, however, lost even motre
value. The reasons were the oil price

% setback and the currency crisis in Tur-
key.

85

A trade-weighted index is used to measure the effective value
of an exchange rate against a basket of currencies. The

80 ‘ ‘ ‘ ‘ ‘ ‘ ‘
Jan 2020 Apr 2020 Jul 2020 Oct 2020 Jan2021  Apr2021 Jul 2021 Oct 2021 importance of other currencies depends on the share of trade
with the country or currency zone.
—EUR usb —JPY —EM Source: Bloomberg, Time period: 01/01/2020 - 26/11/2021
Currency Moves vs Euro
15 600 * The euro has also shown its weak side in
A . .
10 A i : 400 recent weeks, after several countries in
A A .
5 A R Aa o, A 200 Europe again took lockdown measures.
A A A A A A . .
0 HW-TTTE-I—T*M%-#HTM jw—vITr-*T—j-ﬁ 0 The bulk of Asian currencies as well as
A A A .
-5 -200 the US dollar, for example, have gained
A A . .
-10 -400 significantly against the euro.
-15 -600 * 'The Turkish lira, on the other hand, has
-20 -800 depreciated significantly against the eu-
25 -1000 ro. The currency crisis due to unchecked
-30 -1200 very high inflation rates thus continues
-35 N -1400
T I e unabated.
:ﬂoo<zozwoo——§8§|§»—on.:n:n—Nmngu..gﬁ-ﬁg
o L =
E - Performance of selected currencies against the euro, in
. percent.
G10 Asia EMEA LatAm Crypto (ths) Source: Bloomberg, Time period: 31/12/2020 - 26/11/2021
m 4 weeks (vs Euro) A Year-to-date (vs Euro)
EUR/USD Exchange Rate and Interest Rate Differential
14 05 * The rising interest rate differential be-
tween the US and the eurozone recently
13 10 weighed heavily on the euro. The
EUR/USD exchange rate recently fell
below the 1.13 mark. A recovery has not
12 - 15 .
.- been in sight so far.
-7 T * In the medium term, however, our
11 20 economists expect a significantly strong-
er euro with an almost unchanged inter-
1.0 25 est rate differential.
EUR/USD exchange rate and interest rate differential (in
09 - i i i " " " 3.0 percentage points) of 10-year US Treasuries and 10-year
2016 2017 2018 2019 2020 2021 2022 Bunds.
—— EUR/USD — — —Forecast EUR/USD ———10Y Interest Spread (inv., rhs) — — - Forecast Spread (inv., rhs) Source: Bloomberg, Time period: 01/01/2016 - 31/12/2022
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EQUITIES — PERFORMANCE & EARNINGS

European Sector & Style Performance

4-week & YTD 12-month periods over that last 5 years ° : :
® 4W (29/10/21 - 26/11/21) 26/11/20 26/11/19 26/11/18 26/11/17 25/11/16 Defensive sectors were the clear winners
YTD (31/12/20 - 26/11/21) 26/11/21 26/11/20 26/11/19 26/11/18 26/11/17 of the last four weeks in Europe Tele-
Telecommunications = 23 111 11.0 -14.4 1.3 -3.8 6.0 . . .
12 communications companies also bene-
Consumer Staples ' 15.4 16.1 -2.7 16.9 -3.5 12.6 K
Materials ™ 168 234 59 187 83 195 fited from takeover bids.
Utilities 0T 30 50 142 239 17 177 ° Energy stocks, on the other hand,
11 o :
Growth 225 265 41 236 40 166 brought up the rear, weighed down by
13 u . . . . .
Health Care 194 195 00 228 43 81 consolidation in the oil price.
Industrials 2t 01 220 27 262 71 200
Consumer Discretionary 24 = 186 232 4.4 21.1 -6.1 15.0
35
Information Technology = 31.0 39.7 9.3 29.4 -6.1 29.7 X
25 Total return of European equity sectors and European style
Value - 149 152 -113 98  -48 147 indices, in euros and in percent, sorted by 4-week perfor-
Finance -6. J— . 212  -12.8 87 -11.1 18.0 mance. The difference between Value and Growth lies in the
7 G— valuation. A growth stock is highly valued because the compa-
Energy 21.0 236 321 81 79 142 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; i MSCI Europe Industrials NR; ion Tech.: MSCI Europe Inform. Tech. NR; Source. Factset, Time period' 26/1 1 /2016 - 26/11/2021
Materials: MSCI Europe Materials NR; Te MSCI Europe Senvices NR; Utilities: MSCI Europe Utilities NR; : 4 :

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

Changes in Consensus Earnings Estimates

20 ° Over the past month, analysts have

15 raised earnings estimates the most for
Europe. But the US and Japan also saw

0 positive earnings revisions.

5 [

For Asia Pacific ex Japan, on the other

hand, earnings expectations for the next

5 12 months were lowered.
-10
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5} @ . . .
2 1-month and 3-month changes in consensus earnings estimates

for the next 12 months, in percent.
APAC ex Japan = Asia Pacific ex Japan
Source: FactSet, as of 26/11/2021

= 1M changes ... 3M changes to consensus earnings estimates for the next 12 months

Earnings Growth

250 * The easy comparisons in profit growth
200 will soon be over. Next year, companies

will no longer have to compare them-
150

selves with the weak year of 2020, but
100 with the strong year of 2021. According-
ly, profit growth rates for all regions are

a
o o

lower.
-50
m 5 [y m c m m c o > (%]
T § Z2|& F &£ & £ ¢ & & % ¢
2 ES c Ej @ S 3 3 o P N
=) e B > < N 3 B El O o
Q. = 3 o 5] @ o
) ) 3 =] 2 < o
Q@ = D m 5] < i) 8
5 o > g 2 o Calendar year earnings growth consensus expectations for
;75— z » ? g selected equity regions, compared to the previous year and in
73 %— percent. The earnings estimates of the individual companies
2 are aggregated using the index weights (bottom-up).
m 2021 Consensus Earnings Growth (yly, in %) 2022 Consensus Earnings Growth (y/y, in %) APAC ex Japan = Asia Pacific ex Japan

Source: FactSet, as of 26/11/2020
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EQUITIES - VALUATION

Contribution Analysis

60
Stoxx Europe 50

40

20

Sé&P 500

2011 2013 2015 2017 2019 2021
EPS (A YoY, %) = P/E (A YoY, %) ——Index-Performance (A YoY, %)

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

* Despite the massive rally in 2021, stock
markets have fallen relative to the previ-
ous year. This is due to the enormous
increase in profits of stock market com-
panies. In the USA, for example, profits
have risen by about 40% compared to
the previous year.

Analysis of the stock market drivers over the last 12 months.
This takes into account the change in earnings estimates and
the change in valuation (price/earnings ratio). EPS = earnings
per share

Source: Bloomberg, Time period: 01/01/2011 - 26/11/2021

28

24

20

169 - - -

16

12

8 r T T T T T T
1988 1993 1998 2003 2008 2013 2018

—— S&P 500 - = —Average S&P 500 Stoxx 600* Average Stoxx 600*

Historical Distribution: Price/Earnings and Price/Book Ratio

° A rise in the S&P 500 over the past
month has pushed the P/E level up to
22. The US market has thus risen more
than earnings estimates for US compa-
nies.

° In Europe it was the other way around.
The market has risen less than earnings
estimates, and the P/E level has fallen
accordingly.

P/E valuation based on earnings estimates for the next twelve
months for European and US equities and the respective P/E
average since 1988 * For the Stoxx 600, the history prior to
2000 is of MSCI Europe.

Source: Bloomberg, IBES Time period: 31/12/1987 -
26/11/2021

28
P/E-Distribution since P/B-Distribution since
01/01/2006 (LS) 01/01/2006 (RS) *
24
*
20
16 . . A A
A
A $ & ¢
12 A A .
A A
8
4 T T T T T |
Euro Stoxx ~ Stoxx 600 S&P 500 MSCIEM  Euro Stoxx  Stoxx 600 S&P 500 MSCI EM
50 50
Min/Max-Spread A Median 4-weeks ago + Current
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* All the equity regions shown here are
currently valued at above-average levels
on both a P/E and a P/B basis. Emerg-
ing market equities are still the cheapest
relatively according to these valuation
ratios.

* However, relative to bonds, which have
negative real interest rates, stocks remain
attractively valued.

Historical distribution of valuation indicators for selected
stock regions since 2006, showing the current value, the
observation four weeks ago and the historical median, the
maximum (upper limit of the grey bar) and the minimum
(lower limit of the grey bar).

Source: Bloomberg, Time period: 01/01/2006 - 26/11/2021



SOVEREIGN BONDS & CENTRAL BANKS

10-Year Government Bond Yields

40 ° The increasingly hawkish statements by
35 Fed members, in addition to high infla-
30 tion, is keeping the 10-year US bond
25 yield at a level of around 1.5% despite
Covid-19 concerns.
20
(UgiBl-)‘W% * The yield on 10-year German govern-
15 -5 Bp .
ment bonds fell below -0.3% in recent
10 '(ng 'E?;)% weeks. Europe is much more affected by
05 UK: 0.83% the current Covid wave than other re-
(-21Bp) .
00 glons.
-05
DE: -0.34%
-1.0 (-23Bp)
2016 2017 2018 2019 2020 2021

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 - 26/11/2021

Yield Curve Steepness (10Y - 2Y)

350

. . . . .
10v 2y  Spread Stagflation concerns (high inflation, low
US  147% 050%  98Bp growth) continue to dominate the bond
300 DE  -0.34% -0.76% 42 Bp L. .
market. This is reflected in the steepness
250 of the US yield curve, which has flat-
200 ‘ tened again in the last two weeks. Yields
,"\ at the short end of the curve have thus
150
| s risen more strongly than at the long end.
100 \
50
0 My The yield curve distinguishes between the so-called short and
' ' ' ' ' o 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 - 26/11/2021
——US Treasury-Steepness (10Y-2Y, in Bps) DE Bund-Steepness (10Y-2Y, in Bps)

Implicit Changes in Key Interest Rates

5.00 * The market continues to price a signifi-
450 _ - cant rate hike in 2022 for the US and the
4.00 _ UK. By November 2022, at least one in-
350 - terest rate hikes for the US and at least
3.00 B three interest rate hikes for the UK are
2.50 . .
- being priced.
2.00
150 - * For the ECB, the market expects only a
100 _ - 50% probability of a rate hike in 2022.
0.50 i n The renewed Covid-19 outbreak has
0.00 -_ & S S Ll ‘ thus reduced the prospect of a more
S 6 o ©6 © ©o ol © © © © © ol o © o © o o punitive interest rate pO]_le.
N N N N N N N N N N N N N N N N N N N N N
g &8 8 8 5 & 3|8 8 8 58 5 3 |8 ® &8 8 5 % & Derivatives on money market rates - such as the Fed funds
o » = = S o Z|o o = < 5 n|lo L = = 5 I 0 .
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
m Market priced rate hike ... rate cut —... interest rate change 4 weeks ago Source: Bloomberg, Time period: 01/01/2021 - 26/11/2021
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CORPORATE BONDS

Credit Spreads Financial and Non-Financial Bonds

400
350
300
250
200
150 USD Non-Fin
111 Bp
USD Fin.:
100 88 Bp
50 EUR Non-Fin.:
64 Bp
0 T T T T T
2016 2017 2018 2019 2020 2021

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

Credit Spreads High Yield and Emerging Markets Bonds

* The increased volatility in stock markets
has also spread to bond markets. Risk
premiums on investment-grade corpo-
rate bonds have risen markedly in the
last two weeks.

* This has hit EUR corporate bonds in
particular, as the market sees the re-
newed lockdown measures in Europe as

a risk to corporate solvency.

Explanations see middle and bottom illustration.
Source: FactSet, Time period: 01/01/2016 - 26/11/2021

1300

1100

EM High Yield
587 Bp

USD High Yield:
332 Bp

EM High Grade:
142 Bp

100 - T T T T T
2016 2017 2018 2019 2020 2021

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

Historical Distribution of Credit Spreads (in bp)

* In high-yield bonds, on the other hand,
risk premiums increased significantly for
both USD and EUR high-yield bonds.

* In the last two weeks, risk premiums on
USD high-yield bonds have risen by
around 50 basis points (bps) and on
EUR high-yield bonds by around 30
bps.

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: 01/01/2016 - 26/11/2021

400 LHS RHS 1,200
350 1,050
300 900
250 750
200 x 600
150 450
a A
100 ¢ 5 ‘ 300
* A
. 4
50 : 150
0 - T T T T 1 0
usD EUR USD Non- EURNon- USDHigh EURHigh  EM High EM High
Financial Financial Financial Financial Yield Yield Yield Grade
Min/Max AMedian 4 weeks ago * Current
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* Although risk premiums on EUR cor-
porate bonds have risen in the last two
weeks, they are still below the 10-year
median. Thus, in addition to USD cot-
porate bonds, EUR corporate bonds
remain historically expensive but more
attractive than two weeks ago.

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: 26/11/2011 - 26/11/2021



COMMODITIES

Commodities Performance

Tin (USD/t)
Gold (EUR/ounce)

* With the Covid 19 worries, growth fears
have also returned, leading to a massive

Nickel (USD/Y) ° price drop in energy commodities.
Gold (USD/ounce) . .
* Under the impression of an overall weak
Copper (USD/t) ° . .
Silver (USD/ounce) commodity performance in recent
Aluminium (USD/t) ° weeks, tin and nickel in particular were
Zinc (USD/t) able to stand out again and thus contin-
Lead (USD/t . s
(uspl ued their annual rally. Aluminium, on
Natural Gas (USD/MMBtu) ° h h :
Platinum (USDlounce) the other hand, remains under pressure
Palladium (USD/ounce) in the wake of record production and a
Brent Crude Oil (USDbbl) ° global Oversupply.
Gasoil (USD/MT) °
WTI Crude Oil (USD/bbl) .
Total return of selected commodity prices, in percent, sorted
30 60 90 120 by 4-week performance.
u4 weeks ® Year-to-date Source: Bloomberg, Time period: 01/01/2021 - 26/11/2021
Crude Oil
100 350 *  Growth concerns due to the new Covid
80 400 19 virus variant and the fourth Covid
wave weighed heavily on the price of
60 450 . .
crude oil. In addition, the USA recently
40 500 announced that it would release 50 mil-
20 550 lion barrels of crude oil from strategic
——Brent Crude Oil (USD/barrel) ——US Oil Inventories (in thousand barrel, inv., rhs) reserves. HOWCVCf, OPEC-I— has already
14 1,900 .
announced that it will suspend produc-
13 1,600 . .
tion increases if necessary.
12 1,300
11 1,000
10 700
9 400 Higher oil production and higher inventories tend to depress
8 100 oil prices and vice versa. An increase in active oil rigs indi-
2016 2017 2018 2019 2020 2021 cates a'future mcreasg in oil Pro.ductlon.
——US Qil Production (in million barrel per day) ——US Rig Counts (rhs) Source: Bloomberg, Time period: 01/01/2016 - 26/11/2021
Gold
2,000 160 ° After its recent strong performance
1,800 140 under the influence of surprisingly high
120 . . .
1,600 US inflation figures, gold was only in
100 .
1,400 i, limited demand recently. Even the
1,200 0 Covid-19 concerns could not sustainably
1,000 0 support the precious metal.
——Gold (USD per ounce) ——Gold ETF-holdings (million ounces, rhs) ° GOld ICCCIlﬂy ﬂuctuated around the
-450 80
_350 USD 1,800 per ounce mark as the US
85
-250 dollar tended to strengthen.
-150 90
-50 95
50
150 100
250 . . . . . . 105 The US dollar and the real interest rate, i.e. adjusted for
2016 2017 2018 2019 2020 2021 inflation, are among the fundamental price factors of the gold

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

——USD trade weighted (inv., rhs)
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price. Rising real interest rates tend to depress the price of
gold, while falling real interest rates have a supportive effect.
The same applies to the US dollar. The development of gold
ETF holdings reflects the demand for gold from financial
investors.

Source: Bloomberg, Time period: 01/01/2016 - 26/11/2021
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IMPORTANT NOTICES

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 Regulation (EU) No
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