MONITOR

Current market commentary

The tightening of Russia sanctions has led to further moderate losses in European
equities, driven by strong outflows from European funds. Investors sold European
equity funds worth more than 20 billion US dollars over the last two weeks - a
record. In the capital markets, however, there are usually not only losers, but also
relative winners: and these currently clearly include direct and indirect commodity
investments. Our multi-asset portfolios benefited from the fact that we had already
increased our commodity exposure. In the current environment, this cleatly reduces
portfolio volatility, as do US investments. The US dollar has appreciated significant-
ly in the wake of the Putin war. We continue to expect increased volatility in mar-
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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

kets in both directions in the short term due to headline risk, thin liquidity and  Equities
current option positioning. However, we consider the risk-reward ratio to be good * Sovereign Bonds & Central Banks
for the coming months. * Corporate Bonds

*  Commodities

Short-term outlook

After the ECB's unexpectedly tightening stance last week, the market is focusing
this week on the Fed meeting on 16 March and the BoE meeting on 17 March. The
market expects a rate hike of 25 basis points from the Fed. On 24/25 March, the
EU/Euro summit will take place in Brussels, where the Russia-Ukraine war and the

Central banks in the focus of the markets as
inflation rises.

Covid 19 situation will be key topics.

Preliminary US Consumer Confidence (Mar.) will be released today and Eurozone
and Chinese Industrial Production data (Jan., Feb.), German ZEW Economic Sen-
timent (Mar.) and US Empire State Index (Mar.) will be released on Tuesday. US
retail sales (Feb.) will follow on Wednesday and US industrial production (Feb.) on
Thursday. Next week, the ifo Business Climate Index (Mar.) for Germany and the

Purchasing managers' indices show the sentiment of
companies in the current gegpolitically and
economically uncertain situation.

preliminary Markit Purchasing Managers' Indices (Mar.) for Europe and the US are

due.

Metals fundamentally supported, but more vulnerable after price rally

110 6000

*equally weighted average of the inventories of copper,
aluminium, nickel and zinc indexed to 100 at 01/01/2017

* The prices for industrial metals shot up
with Putin's wat. On the one hand, high

100
5500 . . .
energy prices have increased processing
90 . .
5000 costs, and on the other hand, Russia is
80 an important exporter of nickel and al-
4500 . .
" uminium, for example. Supply is there-
4000 fore scarce.
60 . . .
* At the same time, inventotries were al-
3500
50 ready low in many cases before the out-
0 3000 break of the war. This combination fi-
nally led to a "short squeeze" in nickel.
0 2500 . L .
A certain normalisation seems inevita-
20 2000 ble, but metal prices are likely to remain
2017 2018 2019 2020 2021 2022

elevated.

[ Inventories of industrial metals at the LME* ——LME-Index (rhs)

Source: Bloomberg, Time period: 01/01/2017 - 11/03/2022
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PERFORMANCE

Multi Asset

4-week & YTD 12-month periods over that last 5 years ° : : ol
m4W (11/02/22 - 11/03/22) 11/03/21 11/03/20 11/03/19 11/03/18 10/03/17 Uﬂcertalnty n the Wake Of the RuSSIa
YTD (31/12/21 - 11/03/22) 11/03/22 11/03/21 11/03/20 11/03/19 11/03/18 Ukraine war haS driveﬂ inVCStOtS global‘
Industrial Metals [rm— 09 o 752 334 -132 04 39 v e h Itis th .
into safe havens. It is thus not surpris-
Brent [rem—26.0 ss| 997 535 -380 158 107 'Y ‘p
Gold o 11.3 TE @ I GO AT ing that gold and the US dollar gained.
o ! ! b ! .
REITs I 267 15 15 213 -117 Safe government bonds and REIT' also
USDEUR —48 98 60 02 94 -133 experienced upward pressure due to the
. 0.2 . .
BUR Sovereign Debt 23 3 038 82 17 14 increased demand for hedging. Howev-
. . 0.0
Euro overnight deposit r -0.6 -0.5 -0.4 -0.4 -0.4 o :
It ol er, commodities were the main benefi-
Global Convertibles 83 -5.7 67.5 -1.2 13.0 1.7 .. . .
“a7 g ciaries of the invasion, boosted by sup-
EUR Coporates 51 -5.5 2.8 3.3 1.2 25
MSCl World EE 126 362 35 79 28 ply concerns exacerbated by the war,
MSCI Frontier Markets e 173 180 -97 73 116 and were able to hold on to the top
MSCI Emerging Markets 35 104 381 71 32 154 spot.
MSCI World: MSCI World Net Return; MSCI Emerging Markets: MSCI EM Net Return; MSCI Frontier Markets: MSCI Frontier Markets Net Return; Total return for Selected asset Classes, in euros and in per-
REITs: MSCI World REITs Index; EUR Sovereign Debt: IBOXX Eurozone Sovereign 1-10Y TR; EUR Corporates: IBOXX Euro Corporates Overall TR;
Global Convertibles: SPDR Convertible Securities ETF; Gold: Gold US Dollar Spot; Brent Crude: Bloomberg Brent Crude Subindex TR; cent, sorted by 4-week performance.
Industrial Metals: Bloomberg Industrial Metals Subindex TR; Euro overnight deposit: ICE BofA Euro Overnight Deposit Rate Index; USDEUR: Price of 1 USD in EUR. Source: Bloomberg, Time period: 10/03/2017 - 11/03/2022
Equities
4-week & YTD 12-month periods over that last 5 years . : ~
= aW (11102122 - 11/03122) 11/03/21 1110320 11/03/19 11/03/18 10/03/17 The war led to a massive sell-off on the
YTD (31/12/21 - 11/03/22) - 11/03/22 11/03/21 11/03/20 11/03/19 11/03/18 StOCk markets. Eufopeﬂn and Eastern
MSCI USA Small Caps o7 05 701 -16.6 9.9 2.1 .
05 European shares were particularly af-
S&P 500 a7 187 37.8 01 116 37 }
Stoxx Europe Defensives 28 . 140 147 54 120 08 fected by the conflict. Eastern European
MSCI UK 51 . 153 188 -16.4 6.8 0.6 shares lost almost 80% over the last four
MSCI Japan ol 35 289 35 04 21 weeks and brought up the rear.
-6.8 mm . .. .
Stoxx Europe 50 B0 94 217 65 46 04 * Cyclical equities were also hit hard by
MSCI EM Asia o1 142 425 <16 26 173 .. . .
— geopolitical uncertainty and growing
Stoxx Europe Small 200 152 -3.1 43.0 -8.8 -2.6 11.9 b ﬂ .
10, concerns about stagflation.
Stoxx Europe Cyclicals B 10 410 -119 61 86 s stag
Euro Stoxx 50 2 = 23 351 97 07 26
DAX b — 65 396 -96 -65 32
-78.5
MSCI EM Eastern Europe 795 -75.9 261 -132 36 143 Total return (including reinvested dividends) for selected
S&P 500: S&P 500 TR (US-Equity); Stoxx Europe 50: Stoxx Europe 50 TR; Euro Stoxx 50: Euro Stoxx 50 TR; MSCI Japan: MSCI Japan TR; stock indices, in euros and in percent, sorted by 4-week
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; performance.

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.

Source: Bloomberg, Time period: 10/03/2017 - 11/03/2022

Fixed Income

4-week & YTD 12-month periods over that last 5 years °
= 4W (11/02/22 - 11/03/22) 11/03/21 11/03/20 11/03/19 11/03/18 10/03/17 Iﬂ the bOnd market’ Safe government
YTD (31/12/21 - 11/03/22) 11/03/22 11/03/21 11/03/20 11/03/19 11/03/18 bOndS beneﬁtted the most iIl the current
Treasuries ap @2 62 82 132 139 -13.0 . . .
0.7 geopolitical tensions. In order to satisfy
BTPs 36 - 6.1 61 109 -14 5.3 i T
— 20 01 a5 45 T4 A0 8 the increased need for security, investors
Chinese Gov Bond 0z 60 05 72 81 05 fled into safe bonds and both German
Gilts o2 04 8 34 37 113 86 -17 Bunds and US government bonds
EUR Financials PR 50 30 29 10 30 gained.
USD High Yield n— 10 142 1.0 41 5.2 .
d 54 ° Emerging market bonds, on the other
EUR Non-Financials 54 19— 5.9 2.7 3.6 1.4 2.1 hand heavily burdened by th
o an T Z) urden t
EUR High Yield 50 2.8 m— 42 112 0.2 0.4 5.1 > wete heavily ene y the
USD Corporates s 3.3 e— 49 41 123 35 34 Russia-Ukraine war and brought up the
EM Hard Currency Bonds a8 41— 13 -01 39 129 -88 rear.
EM Local Currency Bonds O — 46  -06 2.0 23 0.0
Total return (including reinvested coupons) for selected bond

Bi : IBOXX El TR ; BTPs: IBOXX El Italy TR; T ies: ICE BofA T TR; n N N 5
unds: IBOXX Euro Germany Sov TR ; BTPs: IBOXX Euro Italy Sov TR ; Treasuries: ICE BofA US Treasury TR; indices, in euros and in per cent, sorted by 4-week perfor-
Gilts: IBOXX Sterling Gilts Overall TR; Chinese Gov Bonds: ICE BofA China Govt; EUR Financials.: IBOXX Euro Fin. Overall TR;

EUR Non-Financials: IBOXX Euro Non-Fin. Overall TR; EUR High Yield: ICE BofA EUR Liquid HY TR; USD Corporates: ICE BofA USD Corp TR; mance.

USD High Yield: ICE BofA USD Liquid HY TR; EM Hard Currency: JPM EMBI Glo Div Unh. EUR TR; EM Local Currency: JPM GBI-EM Glo Div Comp Unh. EUR TR Source: Bloomberg, Time period: 10/03/2017 - 11/03/2022
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POSITIONING

Non-Commercial Positioning

6 Bonds

N
—_—

Equity Commodity

Currency

e —

* Hedge funds have used the fall in bond
yields to increase their short positions in
US Treasuries.

* Long positions in commodities were
increased. Only in the case of energy
commodities there seems to be some
profit taking after prices exploded.

The Commodity Futures Trading Commission (CFTC) publishes
the Commitments of Traders report every Friday. The chart

-4
shows the historical, normalised distribution in standard
5 deviations and focuses on the net futures position (long
TccccHdlozczz<lozoowvwuvIvmeosenszwozrc positions m1nus‘short positions) of ngn-c?mmerCIal traders
2O OO OSIRS OX XSS T ecwIICcXIT>CO (bonds, currencies), "asset managers/institutional” & "lever-
N O b w B|T 2,5 Q0 S o238 3 5 3|T T @ z - 0O O O " e " " -
I < < S 2 wl|lg & 3 @, o o 9 ® - 2 2 = aged funds" (equities) and "managed money" (commodities)
= c . . tes
§ g Sy 2 E4 g w 3 35 @ and shows how speculative investors are positioned.
) [S] 8 =) *Weighted with the respective duration
3 4 K . t Source: Bloomberg, CFTC, Time period: 08/03/2012 -
weeks ago ¢ curren 08/03/2022
Put-Call-Skew
17 * The put-call skew is almost unchanged

3-month 90-110 implied volatility skew
(10-day moving average, pp)

compared to a fortnight ago.

° Historically, the skew in FEurope is on
average lower than in the US. Currently,
the skew is strikingly similar on both
sides of the Atlantic. This is probably
due to Europe's geographical proximity
to and higher dependence on Russia for

commodities.

The put-call skew (90-110) indicates the difference in implied
volatility of puts versus calls whose strike is 10% away from
the current underlying in each case. It is a measure of how
much more investors are willing to pay for hedging (puts)
versus upside participation (calls). The higher (lower) the

52616 2617 2018 20‘19 2620 20‘21 2622 skew, the more cautious (optimistic) market participants are.
Moreover, the skew typically increases with the level of
—— S&P500 —— Euro Stoxx 50 - - -10Y average - - —10Y average implied volatility.
Source: Bloomberg, period: 11/03/2012 - 11/03/2022
60-Day Momentum and Correlation

06 18% * The momentum on the equity market
remains negative. As we approach the
04 12% end of the quarter, large institutional in-
vestors in particular are likely to demand
02 6% more equities again in their rebalancing
in the coming weeks, thus supporting

00 | y 2\ 0%

\al the market.

-0.2 -6%
The 60-day momentum indicates the rolling return of the last
60 days. The more the momentum rises (falls), the more
-0.4 -12% systematic momentum strategies build up (reduce) their
positions in the corresponding asset class. Changes in the sign
of the return mark important turning points. The 60-day
-0.6 -18% correlation indicates how equitably stocks and bonds move.
Jan 2021 Apr 2021 Jul 2021 Oct 2021 Jan 2022 The higher (lower) the correlation, the fewer (more) equities

——60D Rolling Correlation S&P 500 vs 10Y Treasuries

——60D Rolling 10Y Treasury Momentum (rhs)

——60D Rolling S&P 500 Momentum
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demand risk-based investment strategies.
Source: Bloomberg, Time period: 31/12/2020 - 11/03/2022




SENTIMENT

AAII Sentiment Survey (Bulls vs Bears)

%0 379 458 414 ° US private investor sentiment remains
40 :

30.4 302 g, 314 30.6 poor. For 9 weeks now, the bears have
30 24.0 : :
20 outweighed the bulls by more than 10
10 J 73 ppts. The last time sentiment was this
0 : : -— long this bad was in the summer of
-10 o 2020. Typically, equity markets perform

-11.

20 well in the months that follow.
-30 -21.8

Bulls Neutral Bears Bull/Bear Spread The Sentiment Survey, conducted by the American Association

m Current Last week m Historical average

of Individual Investors, determines the percentage of individ-

gg ual investors who are optimistic, pessimistic or neutral about
20 the US stock market over a six-month period. It has been
10 conducted since 1987. The survey is conducted from Thursday

0 to Wednesday and the results are published every Thursday.
-10 For the stock market, it tends to be supportive when there is
gg a high proportion of bears and a low proportion of bulls. On

Jan19 Apr19 Jul19 Oct19 Jan20 Apr20 Jul20 Oct20 Jan2l Apr2l Jul2l Oct2l Jan22 the other hand, it tends to be negative when there are

BAAII bulls - bears (percentage points) significantly more optimists than pessimists.
Source: Bloomberg, AAll, Time period: 23/07/87 - 11/03/2022

Realised Volatilities

° An unusual picture is currently appear-

Commodities
ing: All asset classes show above-average
EM equities volarjljty.
DM equities ° By far the highest volatility is in com-
REITs modities. In all three sub-segments —

energy commodities, industrial metals
EUR inflat. linkers

and precious metals — there have been

G10Fx sharp fluctuations in recent weeks.

EUR credit
EUR sovereigns

EUR high yield

The realised volatility (in per cent) measures the fluctuation
range of a time series and is defined here as the standard
= 60D realised annualised volatility ©5Y average deviation of the daily return over the last 60 trading days.
Volatility is often used as a measure of risk.

Source: Bloomberg, period: 11/03/2017 - 11/03/2022

o

5 10 15 20 25 30 35

Volatility and Value-at-Risk of the S&P 500

40% 8% ° Not only realised volatility, but also

implied volatility has risen sharply. At a
35% e VIX level of close to 32, the market is
. 6% pricing in average daily moves of about

2% over the next month.
5%

25%
4%
20%
3%
15% The VIX index is a measure of the implied volatility of the S&P
? 206 500 priced in options over approximately the next 30 days.
Realised volatility indicates the range of variation in daily
10% Y returns. The historical 99% value-at-risk indicates the mini-
1% mum loss of the days that belong to the worst 1% of the
observation period. The higher (lower) the VIX, realised
5% : : . . 0% volatility and value-at-risk, the fewer (more) stocks demand
Jan 2021 Apr 2021 Jul 2021 Oct 2021 Jan 2022 risk-based investment strategies.
—VIX Index ——30D-rolling Realised Volatility of the S&P 500 ——250D-rolling 99% 1D-VaR of the S&P 500 (ths) Source: Bloomberg, period: 31/12/2020 - 11/03/2022
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SURPRISE INDICATORS

Global

200 . ;
Economic Surprises

Inflation Surprises

40
20
0 N

2017 2018 2019 2020 2021 2022

* The economic data continued to sut-
prise positively on a global scale. Both
the global economic surprise index, the
economic surprise index for the indus-
trialised nations (G10) and the data from
the bell countries continued to push
upwards. In China, the Markit Purch-
asing Managers Index exceeded expecta-
tions.

e After global inflation was initially over-
estimated and surprised to the down-
side, the inflation surprise recently in-
creased noticeably again.

See explanations below.

~——Global G10 ~——Emerging Markets Source: Bloomberg, Time period: 01/01/2017 - 11/03/2022
Eurozone and US
800 Economic Surprises ° While the number of positive economic
200 L . .
surprises in the US continues to rise, the

100 .

o DM A !r"’*r‘, o~ ~ curve in the Eurozone has recently flat-
100 ;\;, / W'\; S H t\JIL tened slightly. In the eurozone, the Mar-

. . , .

200 kit Purchasing Managers' Index disap-
2300 pointed, while unemployment data sur-
-400 prised on the upside. In the US, factory
z;‘g Inflation Surprises orders exceeded expectations.
160 ° In the Eurozone, inflation surprises
120 recently increased again, while inflation

80 surprises in the US continue to move

40 . . - .

. J\/ sideways in positive territory.

— - A ;

-40 ¥ \/~/ See explanations below.

2017 2018 2019 2020 2021 2022 Source: Bloomberg, Time period: 01/01/2017 - 11/03/2022

——Eurozone us

UK and Japan

250
200
150

v\
: fv*\;*%aﬂwqf (I

100 Inflation Surprises

: o
R NI SN //\/\/\ AN

Economic Surprises

-20 \"\/\»

-40 \'A
-60
2017 2018 2019 2020 2021 2022
—UK Japan
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* In the UK and Japan, the economic data
recently showed a contrasting picture.
While the number of positive surprises
in the UK outweighed and increased,
they continued to surprise to the down-
side in Japan.

The Citigroup Economic Surprise Indices are defined as
weighted historical normalised data surprises (actual releases
vs. Bloomberg survey median) over the past three months. A
positive value of the index indicates that, on balance, eco-
nomic data have outperformed consensus. The indices are
calculated daily in a rolling three-month window. 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, period: 01/01/2017 - 11/03/2022




ECONOMICS

OECD Leading Indicator

102 N 100% * The OECD leading indicator continues
Global OECD Leading Indicator:
« Expansion - over 100 and rising
Downior - over 100, b g to approach the 100 mark and was last
gfg:?;“&nbbeelm '-h ot norob quoted at 100.07. The downward
100 - A 75% movement towards the important core
mark points to an economic downturn.
\ * The indication of an economic down-
98 = 50% turn is also evident at the country level.
Only 26% of the countries were able to
w improve on the previous month.
25%

96 5% The OECD Leading Indicator is composed of a set of selected
economic indicators whose composition provides a robust
signal of future turning points. A turning point usually signals
a turning point in the business cycle in 6-9 months. However,

94 . ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ . 0% lead times are sometimes outside this range and turning

1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 points are not always correctly identified.
——Global OECD Leading Indicator (Ihs) ——Percentage of countries with a monthly improvement in the OECD indicator (rhs) Source: Bloomberg, Time period: 31/01/1994 - 28/02/2022
Manufacturing Purchasing Managers Index (Manufacturing PMI)
2012 2013 20 2 2016 20! 2018 2019 202: :
= : = = = - * = 2 T san e ° The February Purchasing Managers'

Global PMI

US (ISM)
Canada

Eurozone
Germany
UK

France
Netherlands
Italy

Spain
Sweden
Switzerland

PREAPPI AP AR R|Car TP aa]rr]p

China (offical)
China Caixin
Japan

South Korea
Taiwan
Australia
Brazil
Mexico
Russia

India

South Africa

Index data show a mixed picture. While
the PMI gained globally, in the US, the
UK and China, it deteriorated in the Eu-

rozone, Germany, Japan and Russia.

The PMI is an overall index that provides a general overview of
the economic situation in industry. The PMI is derived from a
total of eleven sub-indices, which reflect the respective
change from the previous month. A value of 50 is regarded as
neutral, a value of over 50 points as an indicator of rising and
a value of under 50 points as an indicator of declining activity
in industry compared to the previous month. On average, the
index has a lead time before actual industrial production of
three to six months. The PMI is based on a survey of a relevant
selection of purchasing managers on the development of key

Contraction Growth
40 44 45 48 49 s0' 51 52 54 56 60 indicators such as new orders.
Source: Bloomberg, Time period: 01/01/2012 - 11/03/2022
Headline Inflation
2012 2013 2014 2015 2016 2017 2018 2019 2020 . . .
T T T T T * The inflation rate in the US rose to
Aggregation* a o . .
s o < 7.9%, the highest level in 40 years. The
Canada n - inflation rate also rose globally and in
Eurozone || || || -
comry | .lll 1] : ] - the Eurozone. Only the Netherlands
UK a
France | 1 || 11 - recorded slightly lower inflation. China
Netherlands | 0| || [ 1] v . . . .
taly | [ | BT | 1] |1 | - was able to maintain the inflation level
Spain [ | iy ] 1] - . . .
Sweden 1 1 - of the previous month, while the infla-
— N 16 22| a , , ,
Ghina | [0 1 Bm I E 09 08 | tion rate increased in South Korea, Aus-
Japan | [ | 1 1T v : :
South Korea | | N | a tralia and Russia.
Taiwan I 11 || I 1 1 v
Australia a
Brazil _. | N - |-. - Inflation (in %, compared to the previous year) is measured
exico | N e B " — N N A e
russa | 1 IR o - using 2 consumer price index, aiso called 2 basket of 8oocs.
i | N N B S - This basket contains all goods and services that a household
south Africa | I I . A purchases on average per year. * = Weighting according to
[T —— T R 01aton gross domestic product.
00 60 40 30 25 20 15 10 00 10 20 Source: Bloomberg, Time period: 31/12/2011 - 11/03/2022
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FOREIGN EXCHANGE

Trade-Weighted Currency Development

10 * Safe havens were the clear winners in

recent weeks. The US dollar in particu-

lar, but also at times the Japanese yen,

105
gained.

100 * The euro and emerging market curren-
cies, on the other hand, fell significantly.
However, the divergence in emerging

% markets is large. While Eastern Europe
suffered from Putin's war, Latin Ameri-

20 ca benefitted from higher commodity
prices.

85 - A trade-weighted index is used to measure the effective value

Jan 2021 Apr 2021 Jul 2021 Oct 2021 Jan 2022 of an exchange rate against a basket of currencies. The
importance of other currencies depends on the share of trade
with the country or currency zone.

Source: Bloomberg, Time period: 01/01/2021 - 11/03/2022

=—EUR usD —JPY —EM

Currency Moves vs Euro

15 N 75 * In the last four weeks, most currencies
10 sl an t 50 appreciated against the euro. Only in
2 . "IN | I I s i.014 a Tll | I N I 25 Eastern Europe, whose countries are
5 A I | 1 L AI 25 more threatened by the Russia-Ukraine

-10 -50 war, we saw noticeable losses.
-15 75 * The Russian rouble suffered an extreme
zz 122 slide and almost halved its value against

30 150 the euro in the last four weeks.
-35 -175 * Commodity-related currencies of indus-
':2 A '222 trialised and emerging countries were
@E%%5§%§§§%%E§§§§§§§§§E%§%§§§éﬁ{éé§ among the winners over the last month.

o o % =

Performance of selected currencies against the euro, in
G10 Asia EMEA LatAm Crypto (rhs) percent.
Source: Bloomberg, Time period: 31/12/2021 - 11/03/2022

m 4 weeks (vs Euro) A Year-to-date (vs Euro)

EUR/USD Exchange Rate and Interest Rate Differential of 10Y Bonds

13 1.0 * In the last two weeks, the euro marked
its lowest level since the outbreak of the
pandemic. Currently, the currency pair is

1.2 15 still trading below the 1.10 USD/EUR
o . mark.
RARR R * The reason for the weakness, apart from
11 ‘ 20

the higher geopolitical and economic
uncertainty in BEurope, is probably the
less restrictive monetary policy of the

ECB than that of the Fed.
EUR/USD exchange rate and interest rate differential (in
percentage points) of 10-year US government bonds and 10-
0.9 i i i i i 3.0 year Bunds. The forecasts were prepared by Berenberg
2017 2018 2019 2020 2021 2022 Economics.
—— EUR/USD — — —Forecast EUR/USD ———10Y Interest Spread (inv., rhs) — — - Forecast Spread (inv., rhs) Source: Bloomberg, Time period: 01/01/2017 - 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 (11/02/22 - 11/03/22) 11/03/21 11/03/20 11/03/19 11/03/18 10/03/17 CyChcal sectors such as the financial or
YTD (31/12/21 - 11/03/22) 11/03/22 11/03/21 11/03/20 11/03/19 11/03/18 consumer goods sector recorded the
Health Care P 189 80 78 151 71 )
o ) o) largest loss in the last four weeks, as
Communication Services 72 3.2 15.9 10.5 19.0 3.0 . .
Materials 37 71 593 -152 04 124 these are likely to be hit hardest by a
Growth 63 01— 33 204 02 42 45 wat-related economic downturn.
Industrials a1 20 437 66 -1.0 80 * Since the beginning of the year, only the
-6.6 m——| .
Energy 122 281 8l2 389 147 68 energy sector has been able to stay in
Consumer Staples L 86 95 -37 100 -33 o . -
u2 positive territory thanks to rising energy
Telecommunications s 1.3 182 -18.3 -4.0 -4.8 . The bi ! ded
85 mm 11 . 1 re r T
Information Technology 224 85— -0.5 44.4 1.7 2.3 15.8 p ces ¢ ggeSt 08ses wete recotde
Value 9.4 mm— 58 266 178 02 29 by information technology companies.
Finance R 2.6 271  -160 -11.2 6.6 Total return of European equity sectors and European style
Consumer Discretionary 207-1640 — 11.8 572 115 21 5.0 indies, in euros and in percent, sorted by 4-week perfor-
- mance. The difference between Value and Growth lies in the

Consumer Discretionary: MSCI Europe Consumer Discretionary NR; Consumer Stables: MSCI Europe Cons. Staples NR; Energy: MSCI Europe Energy NR;
Finance: MSCI Europe Financials NR; Health Care: MSCI Europe Health Care NR; i
Materials: MSCI Europe Materials NR; Communication Services: MSCI Europe Communication Services NR; Utilities: MSCI Europe Utilities NR;

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

MSCI Europe Industrials NR; Tech.: MSCI Europe Inform. Tech. NR;

Changes in Consensus Earnings Estimates

valuation. A growth stock is highly valued because the compa-
ny is expected to grow strongly. Value stocks usually have less
growth potential and are valued lower.

Source: Factset, Time period: 10/03/2017 - 11/03/2022

Industrialised Nations Energy * Commodity-heavy regions like Latin
World ] Materials America are benefitting from massively
Emerging Markets Ui rising commodity prices. This is also the
Hities
Latin America - Healih view of analysts, who have significantly
- ealth Care . . . ’
UK i raised earnings estimates there in the last
Japan - Consumer Discretionary
i four weeks.
Europe = Industrials . . . L
. * The situation is similar at the sector
Eurozone ] Financials
Us level, where analysts have become more
] Consumer Staples T . .
Germany optimistic for energy and basic materials.
. a Information Technology .
Switzerland * FEastern Europe saw the largest negative
- Real Estate .. .
APAC ex Japan = profit revisions in recent weeks due to
— Communication Services P
Eastern Europe 1 the proximity to the war.

.10 5 0 5 10

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

Earnings Growth

15

20

-10 -5 0 5 10 15

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

1-month and 3-month changes in consensus earnings estimates
for the next 12 months of the regional and Europe sector MSCI
indices, in per cent.

Source: FactSet, as of 11/03/2022

Industrialised Nations = Energy * For Eastern Europe, the consensus now
World - o _ assumes a profit decline of over 80% in
i Communication Services o
Emerging Markets Industrial 2022. In addltlon, hardly any proﬁt
naustrials
Japan [ growth is expected in 2023.
- Health Care A
Eurozone | ° Japan and the Eurozone see the highest
] Real Estate . .
us | earnings growth this year.
Europe - Consumer Discretionary
1 ° At the sector level, the energy sector
APAC ex Japan = Information Technology .
UK n sees the greatest earnings growth as a
. W Consumer Staples commodity winner, while earnings in the
Switzerland L ’
Germany I Utilties financial sector are expected to fall.
Latin America ul Materials Consensus expected calendar year earnings growth for
R ) ial selected equity regions, year-on-year and in percent. The
Eastern Europe ] Financials earnings estimates of the individual companies are aggregated
100 -80 -60 40 -20 O 20 20 10 0 10 20 30 upwards using the index weights ("bottom-up”). Regional and

m 2022 Consensus Earnings Growth (yly, in %)

2023 Consensus Earnings Growth (yly, in %)
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Europe Sector MSCI Indices. APAC ex Japan = Asia Pacific
excluding Japan
Source: FactSet, as of 11/03/2022



EQUITIES - VALUATION

Contribution Analysis

60 . . _
Stoxx Europe 50 The year-on-year performance of both
40 the S&P 500 and the Stoxx Europe 50
20 has continued to fall. The driver in both
0 cases was a falling valuation and thus a
20 widening of the risk premium amid high
economic and geopolitical uncertainty.
-40
80
S&P 500
60
40
20
0
-20
Analysis of the drivers of stock market development over the
-40 last 12 months. The change in earnings estimates and the
2012 2014 2016 2018 2020 2022 change in valuation (price-earnings ratio) are taken into
EPS (A YoY, %) = P/E (A YoY, %) —— Index-Performance (A YoY, %)

account. EPS = earnings per share
Source: Bloomberg, Time period: 01/01/2012 - 11/03/2022

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

28 e Stll solid earnings developments at
index level and simultaneously falling
prices caused the P/E ratio to fall signif-

24
icantly in the last two weeks for both the
S&P 500 and the Stoxx 600.
20 * With a P/E ratio of 13.3, the Stoxx 600
169 is now historically cheap again, while the
16 P/E ratio of the S&P 500 is still above
the historical average.
12
/“"J P/E valuation based on earnings estimates for the next twelve
months of European and US equities as well as the respective
8 T T T T T T P/E average since 1988. *For the Stoxx 600, the history before
1988 1993 1998 2003 2008 2013 2018 2000 was taken from MSCI Europe.
——S&P 500 — — —Average S&P 500 Stoxx 600 Average Stoxx 600 Source: Bloomberg, IBES Time period: 31/12/1987 -
11/03/2022

Historical Distribution: Price/Earnings and Price/Book Ratio

28 5 ° A few weeks ago, emerging market
P/E-Distribution since P/B-Distribution since . .
01/01/2006 (LS) 01/01/2006 (RS) equities such as Chinese stocks were
24 4 able to hold up much better than devel-
S ..
oped market equities. In the last two
20 .
% s weeks, however, this has changed, lead-
ing to a significant fall in valuations.
16 A & . . .
3 Emerging market equities are now histo-
" e 2 . . .
12 3 % . 2 rically fairly valued again.
A X
1
8
Historical distribution of valuation ratios for selected equity
4 o regions since 2006. In addition to the current value, the

observation four weeks ago and the historical median, the
maximum (upper limit of the grey bar) and minimum (lower
limit of the grey bar) are shown.

Source: Bloomberg, Time period: 01/01/2006 - 11/03/2022

Euro Stoxx ~ Stoxx 600 S&P 500 MSCIEM  Euro Stoxx  Stoxx 600 S&P 500 MSCI EM
50 50

Min/Max-Spread AMedian 4-weeks ago + Current
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SOVEREIGN BONDS & CENTRAL BANKS

10-Year Government Bond Yields

40 * The global bond market is currently
35 caught between geopolitics and central
20 bank policy. The increased need for se-
25 curity as a result of the Russia-Ukraine
US: 1.99% war temporarily led to rising demand for
2.0 +5 B} . .
I(T' . gg% safe havens. Recently, however, inflation
15 Siofz)go/ concerns and an unexpectedly hawkish
N 0
10 (-5Bp) (testrictive) ECB took over. Yields have
05 thus remained almost unchanged in the
DE: 0.25% last two weeks.
0.0 (-5Bp)
05
'1'02017 2018 2019 2020 2021 2022 Effective yield on 10-year government bonds and change over
the last four weeks in basis points (in brackets).
——Germany (EUR) France (EUR) —aly (BUR) —UK(GER) ——UsS(usD) Source: Bloomberg, Time period: 01/01/2017 - 11/03/2022
Yield Curve Steepness (10Y - 2Y)
350 1Y 2y Spread * The US yield curve has continued to fall
DE  0.25% -0.41% 66 Bp in the last two weeks and is approaching
300 US  1.99% 1.75% 24 Bp )
zero at currently 24bp. The market is
20 thus increasingly pricing in the risk of a
200 recession.
|
150 V,N * The German yield curve, on the other
, " hand, has moved only slightly.
100
50 ‘
0 ,'.,‘._ﬁ V. The yield curve distinguishes between the so-called short end
and the long end. The reason for this is the way in which
50 factors influence yields. Central banks control the short end
of the curve through their monetary policy and key interest
100 rates. In contrast, the long end is influenced less by central

1998 2000 2002 2004 2006 2008 2010
——US Treasury-Steepness (10Y-2Y, in Bps)

Implicit Changes in Key Interest Rates

2012 2014 2016 2018 2020 2022
DE Bund-Steepness (10Y-2Y, in Bps)

banks and more by inflation expectations, supply, demand and
risk premiums.
Source: Bloomberg, Time period: 01/01/1998 - 11/03/2022

* The market is again pricing in seven
interest rate steps by the Fed by the end
of the year due to a stable US economy
and at the same time very high inflation
values.

° After the hawkish ECB meeting in
March, the market is now again expect-
ing almost four rate hikes of 10bp each
until the end of the year.

o . . .
T e e e e T T T T T e e e e o o * The market is now also expecting six
S 8 8 8 &8 & &8l &8 &8 8 8 S S 8§ 8 8 &8 & 8§ : :
& & § &8 § N §|])& & & & &« & § & & & & & « rate hikes from the BoE until Decem-
T 8 5 3 & 8 ©|lsg 5 3 & 8 8 I 3 5 % & 8 8
= = 5 2 o o co|< S 2 o O A = = 5 I o 2 0O ber.
Fed (25bp) ECB (10bp) BoE (25bp)

= Market priced rate hike

... rate cut

Derivatives on money market interest rates - such as the fed
funds futures - can be used to determine the change (number

—... interest rate change 4 weeks ago
of steps) in the key interest rate priced by the market.
Source: Bloomberg, Time period: 11/02/2021 - 11/03/2022
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CORPORATE BONDS

Credit Spreads Financial and Non-Financial Bonds

400
350
300
250
200 USD Non-Fin.:
176 Bp
150 USD Fin.:
161 Bp
100
EUR Non-Fin.:
80 Bp
50
0 - T T T T T
2017 2018 2019 2020 2021 2022

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

Credit Spreads High Yield and Emerging Markets Bonds

* The uncertainty is reflected in the cor-
porate bond market. Spreads on invest-
ment grade bonds have risen significant-
ly in the last two weeks.

* USD corporate bonds saw spreads wid-
en by more than 20 basis points, com-
pared to below 10 basis points for EUR
corporate bonds.

Explanations see middle and lower figure.
Source: FactSet, Time period: 01/01/2017 - 11/03/2022

1300

1100

EM High Yield:
645 Bp

394 Bp

209 Bp

100 -

2017 2018 2019 2020 2021 2022

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

Bond Segments Overview

USD High Yield:

EM High Grade:

* Spreads on high-yield bonds also in-
creased noticeably. The increase was
strongest in emerging market bonds due
to Eastern European exposure, which
experienced a spread widening of more
than 40 basis points.

* USD and EUR high-yield bonds saw
spreads rise by more than 20 bp.

How high the risk associated with the corporate bond is is
shown by its asset swap spread (in bp). This indicates the
yield that the issuer must pay in addition to the swap rate for
the respective term as compensation for its credit risk. See
further explanation below.

Source: FactSet, Time period: 01/01/2017 - 11/03/2022

Key figures Asset Swap Spread Total Return (%, local)
Rendie pau Modfied Spread oy 0VPET gy yrp mmm nmm e e nmy
EUR Government 0.59 -0.03 8.2 = = = 0.1 -3.8 455 -0.5 8.8 2.6 3.0
Germany 0.01 -0.02 8.2 - - - 0.2 -3.0 -35 -4.3 73 4.4 -0.5
EUR Corporate 153 0.31 51 83 24 59 -1.6 -4.9 453 2874 43 .3 25
Financial 1.49 0.25 4.2 88 23 50 -1.2 -4.2 -4.5 3.0 2.6 11 3.0
Non-Financial 1.55 0.34 5.6 80 23 63 -1.8 &3 5.8 2.6 3.8 14 22
EUR High Yield 4.74 0.68 3.8 376 55 65 -2.8 -6.0 -4.2 11.2 0.2 0.4 5.1
US Treasury 1.99 0.14 7.0 = = = -0.7 £310) -2.6 =3 145 3.8 0.7
USD Corporate 3.55 0.49 7.7 171 36 84 -3.3 -7.8 -4.9 4.1 123 35 3.4
Financial 3.37 0.53 5.8 161 42 85 -2.8 -6.5 -4.6 4.9 10.4 4.0 29
Non-Financial 3.63 0.48 8.6 176 33 87 -35 -8.4 -5.0 3.7 13.1 33 3.7
USD High Yield 6.27 0.46 4.9 394 37 53 =il5 5.4 -1.0 14.2 1.0 4.1 52
EM High Grade 4.11 0.87 5.9 209 49 71 -4.8 -8.1 -6.6 3.1 9.6 35 33
EM High Yield 9.95 1.83 4.3 645 95 78 94 -122 -154 12.5 4.0 29 5.4
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* In the last four weeks, yields on safe
government bonds have fallen and those
on corporate bonds have risen. The
driver of the movement in yields on
corporate bonds was thus the increase in
spreads.

* EM high-yield bonds saw the biggest
rise in yields and thus a loss. German
government bonds, on the other hand,
recorded a small gain.

ICE BofA indices in the following sequence: Euro Government;
German Government; Euro Corporate; Euro Financial; Euro
Non-Financial; Euro High Yield; US Treasury; US Corporate; US
Financial; US Non-Financial; US High Yield; High Grade
Emerging Markets Corporate Plus; High Yield Emerging Markets
Corporate Plus. EM indices are hard currency bonds.

Source: FactSet, Time Period : 11/03/2017 - 11/03/2022



COMMODITIES

Commodities Performance*

Nickel (USDIt) 109.1 ° * Opver the last few weeks, commodities
Palladium.. gained across the board. Nickel, which
Gasoil (USDIMT) at times was quoted at over USD
Brent Crude Oil.. . .
100,000 per tonne, was the main gainer.
Natural Gas.. . . 3 N .
WTI Crude Ol Nickel inventories were already tight in
Gold.. many cases before the outbreak of war.
Silver... Low inventories and a significant in-
Aluminium.. crease in supply concetns finally led to a
Gold.. n " :
. short squeeze" in nickel.
Platinum..
Zinc (USDI/t)
Copper (USD/t)
Lead (USD/t)
Tin (USDH)
Total return of selected commodity indices, in percent, sorted
0 20 40 60 80 100 120 140 160 by 4-week performance.
=4 weeks ® Year-to-date * Nickel trading paused since 8 March 2022
Source: Bloomberg, Time period:31/12/2021 - 11/03/2022
Crude Oil
120 80 * Supply concerns driven up by the Rus-
100 400 sia-Ukraine war boosted crude oil. The
80 situation could be exacerbated by a
450
60 complete supply shutdown, but alterna-
40 500 tive sources of supply from OPECH+,
20 550 Iran, strategic reserves or redistribution
——Brent Crude Oil (USD/barrel) ——US Oil Inventories (in thousand barrel, inv., rhs) towards China COuld mitigate thC ShOft—
14 1,900
ages.
13 1,600
12 1,300
11 1,000
10 700
9 400 Higher oil production and higher inventories tend to weigh on
oil prices and vice versa. An increase in active oil wells
8 T T T T T 100 indi hiah il production in the fi
2017 2018 2019 2020 2021 2022 indicates higher oil production in the future.
——US Oil Production (in million barrel per day) ——US Rig Counts (rhs) Source: Bloomberg, Time period: 01/01/2017 - 11/03/2022
Gold
2,200 160 * In the wake of increased uncertainty,
2000 140 investors fled to safe havens like gold.
1,800 120 . .
The precious metal therefore gained no-
1,600 100 .
1400 " ticeably over the last few weeks and
1200 60 traded above the 2.000 mark. Gold is
1,000 20 likely to lose some of its tailwind if the
——Gold (USD per ounce) ——Gold ETF-holdings (million ounces, rhs) uncertainty decreases due to a recovery
-550 80
-450 of the war.
-350 85
-250 90 The US dollar and the real, i.e. inflation-adjusted, interest
-150 rate are among the fundamental price factors of the gold
-50 95 price. Rising real interest rates tend to weigh on the gold
50 100 price, while falling real interest rates have a supportive
150 effect. The same applies to the US dollar. The development of
250 105 gold ETF holdings reflects financial investors' demand for gold.
2017 2018 2019 2020 2021 2022 Source: Bloomberg, Time period: 01/01/2017 - 11/03/2022

——US real interest rate (inv., in bps) ——USD trade weighted (inv., rhs)

12/13 Joh. Berenberg, Gossler & Co. KG « Berenberg Markets - Monitor



PUBLISHING INFORMATION

PUBLISHER

Prof Dr Bernd Meyer, CFA | Chief Strategist Wealth and Asset Management

EDITORS

= Ulrich Urbahn, CFA | Head Multi Asset Strategy & Research

6>

focuses on the multi-asset investment process, the development of
investment ideas and capital market communications
+49 69 91 30 90-501 | ulrich.urbahn@berenberg.de

Karsten Schneider, CFA | Analyst Multi Asset Strategy & Research

analyses financial markets, supports the multi-asset investment process and par-
ticipates in capital market publications

+49 69 91 30 90-502 | karsten.schneider@berenberg.de

Ludwig Kemper | Analyst Multi Asset Strategy & Research

analyses financial markets, supports the multi-asset investment process and par-
ticipates in capital market publications

+49 69 91 30 90-224 | ludwig.kemper@berenberg.de

Philina Kuhzarani | Analyst Multi Asset Strategy & Research

analyses financial markets, supports the multi-asset investment process and par-
ticipates in capital market publications

+49 69 91 30 90-533 | philina.kuhzarani@berenberg.com

Richard Garland | UK Wealth Management
manages UK multi-asset discretionary strategies and portfolios
+44 20 3753 -3126 | richard.garland@berenberg.com

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
596/2014 on market abuse (market abuse regulation) nor an investment recommendations pursuant to Article 3 (1) No. 35
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taken into account. We therefore expressly point out that this information does not constitute individual investment advice.
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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.

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 incortect due to the
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such changes and/or to publish an updated document. Past performance, simulations and forecasts ate not a reliable indicator
of future performance and custody fees may occur which can reduce overall performance.

Please refer to the online glossary at www.berenberg.de/glossar for definitions of the technical terms used in this document.
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