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Current market commentary The bi-weekly Monitor gives you a struc-

tured overview of the current capital mar-
ket environment and highlights important

The last two weeks have been all about "Bad News is Good News". Eurozone

PMIs signalled contraction and US economic growth was now negative for the

. . . ) . developments:
second consecutive quarter — the US is in a technical recession. Meanwhile, central
banks continued to raise interest rates, the ECB by 50Bp, the Fed by 75Bp. Howev- * Performance
er, Powell said from now on data-driven to decide on further interest rate steps. * Positioning
* Sentiment

Hopes of a short recession, coupled with looser financing conditions in the near

future, led to a rally across all asset classes. Investors should focus more on earnings

Surprise Indicators

stability and growth and less on valuations in this environment, and our quality- * Economics
growth style should work better again. However, we believe it is too eatly to sound * Foreign Exchange
the all-clear on equities. Profit expectations are still ambitious, cost pressures are  Equities

high, inflation is not yet on the decline, the Fed has not yet turned around and the
energy ctisis is smouldering.

Short-term outlook

After the last two weeks were dominated by the interest rate decisions of the Fed
and ECB, more calm returns to the central bank front for the next two weeks. Only
the Bank of England will publish the July inflation report and the new interest rate
decision on 4 August. The Q2 reporting season remains in full swing. With 50% of
the companies in the S&P 500 and Stoxx 600 having already reported, the second
half will follow until mid-August. Geopolitically, things are also getting exciting. In
times of energy shortages, OPEC+ will decide on further production levels on 3
August.

After the final purchasing managers' data (Jul.) for the US, Europe and China ate
published today, US industrial orders are due on Wednesday, the US trade balance
on Thursday (Jun.) and US labour market data on Friday (Jul.). In the following
weeks, inflation data (Jul.) and preliminary US consumer confidence (Aug.) will be
released for the US and Europe.

Switch of favourites due to expected "Fed pivot” with rate cuts in 2023

Sovereign Bonds & Central Banks
Corporate Bonds

Commodities

Q2 reporting season, Bank of England and
OPECH in market focus.

Final purchasing managers' indices and inflation

data for July should provide economic insight.

4 15 * The Fed raised rates faster and more
sharply than expected at the beginning
3 Lo of the year. A sharp rise in real rates and
, os the burden on all but especially highly
valued assets followed.
1 0.0 *  With the recession looming and after the
big rate hikes, the market now expects a
01 ‘ ‘ ‘ ‘ ‘ VB e 05 Fed turnaround and rate cuts rather than
WJ W hikes in 2023. This led to falling real
* o rates and a change of favourites in the
) 15 market: from winners since the begin-
ning of the year to losers and thus also
-3 _ -2.0 from value to growth and quality stocks.
Aug 21 Sep'21 Okt'21 Nov'21 Dez'21 Jan'22 Feb'22 Mrz'22 Apr'22 Mai'22 Jun‘'22 Jul'22
Fed interest rate steps (25 bp each) in 2023 ——10-year US real interest rate (RHS, in %) Source: Bloomberg, Time period: 30/09/2020 - 29/07/2022
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PERFORMANCE

Multi Asset

4-week & YTD 12-month periods over that last 5 years ° :
®4W (01/07/22 - 29/07/22) 20/07/21 29/07/20 29/07/19 29/07/18 28/07/17 After the Federal Reserve decided last
YTD (31/12/21 - 299/%7/22) 20/07/22_29/07/21 _29/07/20 29/07/19 _29/07/18 week to raise interest rates again by 75
MSCI World e i 52 339 09 95 129 . i ) i
87 basis points, markets priced in the be-
REITs 45 89 245 -11.9 173  -04 - ] T
Global Convertibles N 60 348 172 117 96 ginning of a slowdown in the restrictive
Industrial Metals o4 137 432 67 1.0 5.8 interest rate policy. Accordingly, markets
EUR Coporates sam ? 98 32 04 59 07 recovered and both equities and interest
B 36 .. . ..
MSCI Frontier Markets 1102 -2.0 37.9 -18.9 8.1 3.4 rate-sensitive REITS galned 51gn1ﬁcantly.
; 26
MSCI Emerging Markets 82 -8.1 20.3 0.7 2.8 5.9 ..
= * In contrast, commodities suffered mod-
USDEUR 13 163 08 55 46 08 ) B ) cul ined
5 erate losses. brent in particular remaine
EUR Sovereign Debt P 62 07 06 44 03 p
Euro overnight deposit ,8;;’ -0.6 -0.6 -0.4 -0.4 -0.4 depressed'
Gold R B, 124 -80 306 220 -29
Brent 3 701 986 677 -359 67 530
MSCI World: MSCI World Net Return; MSCI Emerging Markets: MSCI EM Net Return; MSCI Frontier Markets: MSCI Frontier Markets Net Return; s .
REITs: MSCI World REITs Index; EUR Sovereign Debt: IBOXX Eurozone Sovereign 1-10Y TR; EUR Corporates: IBOXX Euro Corporates Overall TR; TOtal return fol' SeleCted asset ClaSSeS, in euros and n per-
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: 28/07/2017 - 29/07/2022
Equities
4-week & YTD 12-month periods over that last 5 years . : :
= 4W (01/07/22 - 20/07/22) 20/07/21 29/07/20 29/07/19 29/07/18 28/07/17 Equlty markets saw a Shght recovery
YTD (31/12/21 - 29/07/22) - 29/07/22_29/07/21 29/07/20 29/07/19 29/07/18 over the last four weeks. American
MSCI USA Small Caps a9 g 34 489 -84 45 179 . . .
103 shares in particular — especially small
S&P 500 24 10.6 36.5 4.1 14.4 17.1 X .
Stoxx Europe Cyclicals a7 87 95 378 50 -30 43 caps — gained. Japanese, British and Eu-
Stoxx Europe Small 200 a2 95 4154 402 23 -04 101 ropean stock indices also rose.
8.7 .
MSCI Japan 0 16 211 04 20 123 ¢ Cyclical stocks held up better than de-
7.6 .
Euro Stoxx 50 118 T -7.6 27.1 -4.4 2.7 4.4 fensive stocks.
MSCI UK 55 137 275 -185 1.6 9.1 . ..
o5 ° Asian equities brought up the rear.
Stoxx Europe 50 22 5.4 215 -3.7 5.2 5.9
DAX s3a >2 138 220 33 34 57
MSCI EM Eastern Europe s 38 -80.8 293 -159 216 150
Stoxx Europe Defensives 11 10.2 13.4 0.3 5.2 9.8
) 16
MSCI EM Asia 87 -8.3 18.4 98 01 7.0 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; Source: Bloomberg, Time period: 28/07/2017 - 29/07/2022

MSCI EM Eastern Europe: MSCI EM Eastern Europe TR.

Fixed Income

4-week & YTD 12-month periods over that last 5 years ° :
m4W (01/07/22 - 29/07/22) 29/07/21 29/07/20 29/07/19 29/07/18 28/07/17 The yleld levels Of Safe government
YTD (31/12/21 - 29/07/22) 29/07/22 29/07/21 29/07/20 29/07/19 29/07/18 bonds have come back Signiﬁcantly
USD High Yield 0 [E—2 77 112 2.7 7.1 23 . L. .
i since the beginning of July. US, British
EUR High Yield 108 [rm— 4.9 209 97 09 51 14 gl g of July >
Gilts o o 4.1 180 24 05 45 29 and German government bonds gained
EUR Non-Financials 86 fr— 4.1 103 32 04 62 09 significantly.
EM Hard Currency Bonds 86 [r—so 58 35 31 161 11 * Also worthy of note is the increasingly
. . ju—— 36 .
EUR Financials 78 92 32 03 54 04 clear divergence between core and pe-
Bunds 22 fr— 35 87 06 09 60 18 . .
d ripheral European countries such as Ita-
Treasuries 30 66 38 56 125 05 Iv. despite the ECB'
; espite the S new programme to
USD Corporates 04 — & 122 18 118 104  -0.8 Y p prog
EM Local Currency Bonds aa 25 54 19 57 127 17 combat defragmentation.
Chinese Gov Bond A 44 40 46 5.9 43
0.3
BTPs . 4125 40 54 105 -18
10.0 Total return (including reinvested coupons) for selected bond

Bunds: IBOXX Euro Germany Sov TR ; BTPs: IBOXX Euro ltaly 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;

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

mance.
Source: Bloomberg, Time period: 28/07/2017 - 29/07/2022
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POSITIONING

Non-Commercial Positioning
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° Speculative investors have recently be-
come even more pessimistic.

*  Within equities they have increased their
shorts in the S&P 500 and within com-
modities they are now net short in all
commodities shown here with the ex-
ception of crude oil.

The Commodity Futures Trading Commission (CFTC) publishes
the Commitments of Traders report every Friday. The chart
shows the historical, normalised distribution in standard
deviations and focuses on the net futures position (long
positions minus short positions) of “non-commercial traders"
(bonds, currencies), "asset managers/institutional” & "lever-
aged funds" (equities) and “managed money" (commodities)
and shows how speculative investors are positioned.
*Weighted with the respective duration
Source: Bloomberg, CFTC, Time period:
26/07/2022
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° The skew has recently flattened out
somewhat in the course of the market
rally. In the US it is below the long-term
average, in Europe still above it.

° The flattening was mainly driven by the
call skew (100-110).
therefore again increasingly bet on rising

Investors have

prices with out-of-the-money call op-

tions.

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
skew, the more cautious (optimistic) market participants are.
Moreover, the skew typically increases with the level of
implied volatility.

Source: Bloomberg, period: 29/07/2012 - 29/07/2022

06 18%
0.4 12%
0.0 : — A\/_,M A MJ 0%

0.2 -6%
04 12%
06 -18%
Jan 2021 Apr 2021 Jul 2021 Oct 2021 Jan 2022 Apr 2022 Jul 2022

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

——60D Rolling 10Y Treasury Momentum (rhs)
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——60D Rolling S&P 500 Momentum

° Momentum in both equities and bonds
began to turn sharply in mid-June. Ac-
cordingly, CTAs and other momentum
strategies should again demand more
equities and bonds and thus provide a
tailwind for markets in the short term.

The 60-day momentum indicates the rolling return of the last
60 days. The more the momentum rises (falls), the more
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
correlation indicates how equitably stocks and bonds move.
The higher (lower) the correlation, the fewer (more) equities
demand risk-based investment strategies.

Source: Bloomberg, Time period: 31/12/2020 - 29/07/2022




SENTIMENT

AAII Sentiment Survey (Bulls vs Bears)

50 w01 422 * US private investors have been some-
20 37.8 - o
322 what less pessimistic about the future
277 296 < gp 314 30.8
30 . for a fortnight. The current bull/bear
20 spread of -12 pp is a good 10 pp above
10 a— the average since the beginning of the
0 . .
. year.
-10 * However, sentiment is still very poor by
124 -126
-20 hi ;
storical standards.
Bulls Neutral Bears Bull/Bear Spread . . L
= Current Last week u Historical average The Sentiment Survey, conducted by the American Association
40 of Individual Investors, determines the percentage of individ-

ual investors who are optimistic, pessimistic or neutral about

20 the US stock market over a six-month period. It has been

0 conducted since 1987. The survey is conducted from Thursday

to Wednesday and the results are published every Thursday.

-20 For the stock market, it tends to be supportive when there is

-40 a high proportion of bears and a low proportion of bulls. On

Jan 19 Apr19 Jul19 Oct19 Jan 20 Apr20 Jul20 Oct20 Jan21 Apr21 Jul2l Oct21 Jan22 Apr22 Jul 22 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 - 28/07/2022

Realised Volatilities

* Realised volatilities remain above aver-

Commodities
age across all asset classes.
DM equities * The volatility of government bonds is
REITs currently three times higher than the av-
EM equities erage in recent history.

* The higher volatility of developed mar-

EUR inflat. linkers [ .
ket equities compared to emerging mar-
G10 Fx ket equities is also striking. The opposite

EUR sovereigns was the case in the last five years.

EUR credit
hiah vield The realised volatility (in per cent) measures the fluctuation
EUR high yie range of a time series and is defined here as the standard
deviation of the daily return over the last 60 trading days.
0 5 10 15 20 25 30 35 aens s .
Volatility is often used as a measure of risk.
60D realised annualised volatility ®5Y average Source: Bloomberg, period: 29/07/2017 - 29/07/2022

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

40% 8% * Realised and implied volatility of the

S&P 500 have come down in unison
35% 7%
over the past weeks.

6% ° Volatility is still relatively high, but

30%
50 should it come down further, risk-based
25% strategies are likely to build up equity
4% exposure again.
20%
3%
The VIX index is a measure of the implied volatility of the S&P
15% T 206 500 priced in options over approximately the next 30 days.
Realised volatility indicates the range of variation in daily
10% 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 Apr 2022 Jul 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 (rhs) Source: Bloomberg, period: 31/12/2020 - 29/07/2022
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SURPRISE INDICATORS

Global

Economic Surprises

Inflation Surprises

40
20
0 N\

2017 2018 2019 2020 2021 2022
= Global G10 = Emerging Markets

Eurozone and US

* The economic surprise indicators in-
creasingly point to the consolidation of
an economic slowdown. In the indus-
trialised nations and at the global level,
the economic surprises have clearly ex-
panded the movement into negative ter-
ritory.

* In emerging markets, on the other hand,
positive economic surprises continue to
dominate and recovered after a slight
decline in mid-July.

See explanations below.
Source: Bloomberg, Time period: 01/01/2017 - 29/07/2022

Economic Surprises
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= EUrozone us

UK and Japan

° In the Eurozone, negative economic
surprises increased significantly over the
last two weeks. Here, the preliminary
purchasing managers' data for July and
consumer, economic and industrial con-
fidence were below expectations.

* In the US, on the other hand, economic
surprises seem to have remained at the
level of the last two weeks, albeit still in
negative territory. Here, labour market
data and quarterly GDP disappointed,
while the preliminary PMI for July ex-
ceeded expectations.

See explanations below.
Source: Bloomberg, Time period: 01/01/2017 - 29/07/2022
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* In the UK, the picture turned around
over the last few days and the economic
surprises moved into positive territory
for the first time since the beginning of
June. In Japan, too, the situation seems
to be turning around. Here, too, the ne-
gative surprises decreased.

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 - 29/07/2022




ECONOMICS

OECD Leading Indicator

102 100% * The OECD leading indicator has already
Global O!ECD Leading Indica_nqr: .
+ Expansion - over 100 and "5.'"3&,‘ been below 100 for several weeks with a
« Downturn - over 100, but falling
* Rpoouery - boofLo0\ ot incr continuing downward trend — this
100 || 75% movement below the core mark of 100
indicates an economic slowdown.
* The slowdown is also confirmed at the
o .
98 ] 50% country level. Only 8% of the countries
improved compared to the previous
month. At the beginning of the year it
. 0
o 5% was still just under 30%.
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 - T T T T T T T T T T T T T — 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 (lhs) —— Percentage of countries with a monthly improvement in the OECD indicator (rhs) Source: Bloomberg, Time period: 31/01/1994 - 30/06/2022
Manufacturing Purchasing Managers Index (Manufacturing PMI)
2012 2 20! 20 6 2 2018 2019 202 . . .
T = * — = = . = T— wn ou ° The preliminary Purchasing Managers'
Global PMI || N | | ] 52.2 v
Us s |11 I T 0 O THEEE TEe Index (PMI) data for July so far show a
Canada 1 AT - clear picture. The PMI declined in the
Eurozone | I 1 I 1V 521 48| v
Germany | 0 1 I D 520 93| v eurozone as a whole, Germany, France,
UK N 0 s 52| v . !
France | [ 10 0 0 m B DL 54 495 v Japan, China, Australia and the UK. The
Netherlands | N B -
naly | IO I H IEEE - Eurozone, Germany and France even
spain | I 11 [ | [~ v . .. .. . .
Sweden H D - point to declining activity with a reading
Switzerland N 1 - b 1
China (offical) 1 v elow 50.
China Caixin 1 | hd The PMI is an overall index that provides a general overview of
south iz"r:: | B : the economic situation in industry. The PMI is derived from a
Taiwan - total of eleven sub-indices, which reflect the respective
Australia - change from the previous month. A value of 50 is regarded as
Brazil v neutral, a value of over 50 points as an indicator of rising and
";ez:‘; -l = = : a value of under 50 points as an indicator of declining activity
ussi 9 50.
India I I 1 I 539 B | in industry compared to the previous month. On average, the
South Africa I ml'nimir e 522 v index has a lead time before actual industrial production of
Contraction Growth three to six months. The PMI is based on a survey of a relevant
w0 a4 a5 a8 a9’ 50’ s’ 52’ 54’ 56 60 selection of purchasing managers on the development of key
indicators such as new orders.
Source: Bloomberg, Time period: 29/07/2012 - 29/07/2022
Headline Inflation
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 . .
T T T T * For the month of July, the inflation rate

| | I | Jun Jul
Aggregation* 6
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in Germany increased noticeably and
stood at 8.5%. Inflation also rose in
France, the Netherlands, Australia and
Spain in July compared to the previous
year. Only in Italy did inflation cool
slightly.

Inflation (in %, compared to the previous year) is measured
using a consumer price index, also called a basket of goods.
This basket contains all goods and services that a household
purchases on average per year. * = Weighting according to
gross domestic product.

Source: Bloomberg, Time period: 29/07/2011 - 29/07/2022



FOREIGN EXCHANGE

Trade-Weighted Currency Development

115

° Recently, the US dollar has weakened
somewhat on a trade-weighted basis.

110 .. .
The beneficiaries were emerging market

105 currencies and the Japanese yen. How-

ever, one should not speak of a trend

100 reversal yet.

o * The euro has recently fluctuated side-

ways after the significant devaluation at

90 the beginning of July.

85

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

80 T T T T T T of an exchange rate against a basket of currencies. The

Jan 2021 Apr 2021 Jul 2021 Oct 2021 Jan 2022 Apr 2022 Jul 2022 importance of other currencies depends on the share of trade

EUR Usb Py M with the country or currency zone.
Source: Bloomberg, Time period: 01/01/2021 - 29/07/2022

Currency Moves vs Euro

50 100 ° Against the G10 currencies, the euro

40 80 was the clear loser over the last month -

A
30 60 even though the ECB raised interest
20 A 40 rates even more than expected. This is
A A .« . ..
10 A A A 20 because the energy crisis and the politi-
A A A 4 A A N A A
FHEEEENENBEFE-N BN N R WY S—" EECEC— i i iohi i

o -~ =i W 0 cal impasse in Italy are weighing heavily

-10 -20 on the EU's economic outlook.

A .
-20 AL, . ™ * Cryptocurrencies now seem to be bot-
A

-30 -60 toming out after heavy losses in the pre-

-40 -80 vious month.

-50 -100
Br8298tsyzes 0o ¥3us lzanEElsecs
3">oo<zozwoo——ggﬁén—omzmp—r\:moogag&}@g

o L =
E - Performance of selected currencies against the euro, in
G10 Asia EMEA LatAm Crypto (rhs) percent.
P Source: Bloomberg, Time period: 31/12/2021 - 29/07/2022

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

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

1.0

3.0

13
1.2
11
.
-
- .
< s
1.0 ~.
0.9 - T T T T T T
2017 2018 2019 2020 2021 2022 2023
——EUR/USD — — —Forecast EUR/USD ——10Y Interest Spread (inv., rhs) — — —Forecast Spread (inv., rhs)
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* The EUR/USD exchange rate has fluc-
tuated above parity in recent weeks. A
clear direction cannot yet be discerned.

* In view of the energy crisis in Europe
and the interest rate advantage in the
US, the market continues to believe that
the extreme strength of the US dollar is
justified.

EUR/USD exchange rate and interest rate differential (in
percentage points) of 10-year US government bonds and 10-
year Bunds. The forecasts were prepared by Berenberg
Economics.

Source: Bloomberg, Time period: 01/01/2017 - 30/06/2023



EQUITIES — PERFORMANCE & EARNINGS

European Sector & Style Performance

4-week & YTD 12-month periods over that last 5 years

m 4W (01/07/22 - 29/07/22) 29/07/21 29/07/20 29/07/19 29/07/18 28/07/17

YTD (31/12/21 - 29/07/22) 20/07/2229/07/21 29/07/20 29/07/19 29/07/18

Information Technology s [r— 152 169 394 130 58 191
Communication Services 145 [r—136 -9.2 41.5 -2.4 35 8.7
Consumer Discretionary 156 — &3 143 529 -100 43 7.7
Growth 121 fr—11.2 61 284 5.4 75 8.6
Materials o8 79 9.0 421 26 -18 156
Consumer Staples 4 6l 60 112 -20 120 2.1
Energy R - 457 259 -394 -38 315
Utilities P e 14 90 151 154 68

’ - 41

Value 29 20 284 -159  -19 41
Finance 89 = 30 -15 345 -187 53  -42
Health Care — 95 112 136 9.4 6.9
Telecommunications %0 03 198 -16.9 06 -88

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

Changes in Consensus Earnings Estimates

° At sector and style level, winners were
broadly spread over the last four weeks.
Led by the information technology sec-
tor, the industrials, consumer staples,
healthcare and utilities
gained. Consumer cyclicals and growth

sectors also

stocks also rebounded strongly after the
drag since the beginning of the year.

Total return of European equity sectors and European style
indies, in euros and in percent, sorted by 4-week perfor-
mance. The difference between Value and Growth lies in the
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: 13/01/2017 - 29/07/2022

Emerging Markets
World
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® 1M changes to consensus earnings estimates for the next 12 months
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3M changes to consensus earnings estimates for the next 12 months

° Analysts significantly reduced earnings
estimates for the next twelve months as
the Q2 reporting season progressed.
The US and Switzerland experienced the
most negative earnings revisions. How-
ever, Latin America but also the UK and
Europe saw positive earnings revisions.

° At the sector level, only the energy sec-
tor is bucking the trend of negative earn-

ings revisions.

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 29/07/2022
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* Regionally, the analysts expect the high-
est profit growth this year for the UK,
Japan, Europe and Latin America. For
2023, the analysts expect negative earn-
ings growth for Latin America.

° At the sector level, the energy sector —
earnings growth winner in 2022 — is ex-
pected to lose momentum next year.

Consensus expected calendar year earnings growth for
selected equity regions, year-on-year and in percent. The
earnings estimates of the individual companies are aggregated
upwards using the index weights ("bottom-up”). Regional and
Europe Sector MSCI Indices. APAC ex Japan = Asia Pacific
excluding Japan

Source: FactSet, as of 29/07/2022



EQUITIES - VALUATION

Contribution Analysis

0 o Europe 50 ¢ The main driver for the negative year-
40 on-year development of the Stoxx Eu-
20 rope 50 was the ongoing valuation
0 squeeze. However, the earnings trend
had a supportive effect on the stock
20 market development in Europe. Recent-
-40 ly, however, the pressure on valuations
8 S&P 500 has decreased significantly.
00 * In the US, on the other hand, the S&P
0 500 suffered above all from less strongly
ZZ rising profits. Year-on-year, they have
20 now fallen well below 20% growth.
40 Analysis of the drivers of stock market development over the
2012 2014 2016 2018 2020 2022 last 12 months. The change in earnings estimates and the

EPS (A YoY, %) m P/E (A YoY, %) —— Index-Performance (A YoY, %) change in valuation (price-earnings ratio) are taken into
account. EPS = earnings per share
Source: Bloomberg, Time period: 01/01/2012 - 29/07/2022

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

28 ° With bond yields falling recently as
recession concerns continue to mount,
o pressure on valuation metrics has eased.
The S&P500 is trading above its histori-
cal average valuation again. But the
20 Stoxx 600 also saw a recovery in valua-
17.0 tion.
16
12
% P/E valuation based on earnings estimates for the next twelve
A/ months of European and US equities as well as the respective
P/E average since 1988. *For the Stoxx 600, the history before
8 r T T T T T T 2000 was taken from MSCI Europe.
1988 1993 1998 2003 2008 2013 2018 Source: Bloomberg, Factset, Time period: 31/12/1987 -

——— S&P 500 — — - Average S&P 500 Stoxx 600 Average Stoxx 600 29/07/2022

Historical Distribution: Price/Earnings and Price/Book Ratio

28 5 * The valuation adjustment we have seen
P/E-Distribution since P/B-Distribution since ) .
01/01/2006 (LS) 01/01/2006 (RS) since the beginning of the year has not
24 4 continued in recent weeks.
*
* In the aggregate, both the P/E and P/B
20 . o . .
. 3 ratios of the majority of indices have re-
A covered noticeably compared to four
16 o
. weeks ago. Only EM equities saw little
2
A . . .
12 . * A * * recovery in valuation metrics..
. £ 'y
8 1
Historical distribution of valuation ratios for selected equity
regions since 2006. In addition to the current value, the
4 . . . . . . .0 observation four weeks ago and the historical median, the
Euro Stoxx  Stoxx 600  S&P 500 MSCIEM  Euro Stoxx  Stoxx 600  S&P 500 MSCI EM maximum (upper limit of the grey bar) and minimum (lower
50 50 limit of the grey bar) are shown.
Min/Max-Spread AMedian 4-weeks ago + Current Source: Bloomberg, Time period: 01/01/2006 - 29/07/2022
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SOVEREIGN BONDS & CENTRAL BANKS

10-Year Government Bond Yields

5.0

* Yields on government bonds have fallen

in the last four weeks, in some cases

considerably.
IT: 3.02% .
(-7 Bp) * In the case of safe bonds in the Euro-
US: 2.65% zone, interest rates fell by more than 50
(-23 Bp) . . . .
basis points. The rally is rooted in the
UK: 1.86% )
(-22 Bp) gloomy economic outlook and the thus
probably less restrictive central banks.
DE: 0.82% Nevertheless, the magnitude of the

(-42 Bp) . .
move is extreme and may also be driven

by technical factors such as short covet-

ing and thin liquidity.
-1.0 N .

2017 2018 2019 2020 2021 2022 Effective yield on 19-year' govgrnmgnt bonds and change over
the last four weeks in basis points (in brackets).

——Germany (EUR) France (EUR) —ltaly (EUR) ——UK(GBP) ——US (UsD) Source: Bloomberg, Time period: 01/01/2017 - 29/07/2022

Yield Curve Steepness (10Y - 2Y)

350 10v 2y Spread * The yield spread between 10Y and 2Y

E 0.82% 0.28% 54 Bp

Treasuries has fallen to as low as -30bp
300

D
US  2.65% 2.88% -24Bp .
in the last two weeks. The Fed's recent
250 statements that it will now act more da-
200 ta-driven again caused the interest rate
|
l?\ 1
o
v

150 advantage of short-term bonds to fall

m : again by about 6 bp.

100 \ * In contrast, the yield curve of German

50 Bunds remains surprisingly steep. This is

. h Jm 5! Yl / “ because the market has recently priced
\ out some of the ECB's interest rate

-50

steps.
-100 The yield curve distinguishes between ‘th? so-called s'hort e'nd
1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 ?:iotr:eir:’lﬁn‘zzdh;';i rg::::alfz;:gsc‘;ntt:‘; ::]ZVSLZ:'ZEZ
——US Treasury-Steepness (10Y-2Y, in Bps) DE Bund-Steepness (10Y-2Y, in Bps)

of the curve through their monetary policy and key interest
rates. In contrast, the long end is influenced less by central
banks and more by inflation expectations, supply, demand and
risk premiums.

Implicit Changes in Key Interest Rates Source: Bloomberg, Time period: 01/01/1998 - 29/07/2022
14 * In the last month, investors have priced
12 - " out further interest rate moves for next

year at all three central banks. This is
10 because recession concerns, falling infla-
8 tion expectations and already restrictive
6 - central banks are reducing the urgency
. - - 0 T - for further rate hikes in the coming

- meetings.

2 * The Fed announced with the latest 75bp
0

hike that it had now reached the neutral

N N o o [} ™ o N o N o™ [} sl o N N N N ™ (s} o™
S 8§ 8§ 8 8 8 8|8 &8 8 &8 &8 & &leg 8 8 8 8 8 8 :
§ &8 &8 &8 §&§ § ©§|® & @& @& @ @ Q|| & & & ®& &« « rate and would now act data-driven.
o > o el a > =4 o ° 1= el E > c j=2] Q > 153 e} E >
g 2 8 ¢ =2 £ 3|8 o0 &8 ¢ = & 3|2 84 2 8¢ = 2
Derivatives on money market interest rates - such as the fed
Fed (25bp) ECB (10bp) BoE (25bp) funds futures - can be used to determine the change (number
® Market priced rate hike ... rate cut —... interest rate change 4 weeks ago of steps) in the key interest rate priced by the market.

Source: Bloomberg, Time period: 01/07/2022 - 29/07/2022
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CORPORATE BONDS

Credit Spreads Financial and Non-Financial Bonds

400 ° Not only interest rates but also risk
premiums have fallen noticeably in re-
350 . .
cent weeks. This is unusual in that, ac-
300 cording to the textbook, the two indica-
tors should be negatively correlated: if
250 .
interest rates fall due to concerns about
USD Non-Fin . - k . . f h
200 171Bp recession, risk premiums rise for the
USD Fin.: same reason.
150 1678Bp .
° Here, too, the explanations for the
100 EUR Non-Fin.: movement are likely to be of a technical
88 Bp . .
nature. Positive momentum, very thin
50 liquidity and low investor positioning
0. ‘ ‘ ‘ ‘ ‘ may have given corporate bonds a tail-
2017 2018 2019 2020 2021 2022 Explanations see middle and lower figure.
——USD Financial EUR Financial ——USD Non-Financial ——EUR Non-Financial Source: FactSet, Time period: 01/01/2017 - 29/07/2022
Credit Spreads High Yield and Emerging Markets Bonds
1300 * For the same reasons as for investment-
grade corporate bonds, risk premiums
1100 on higher-risk euro and US dollar bonds
have also fallen significantly recently.
° In the area of emerging market bonds,
the first narrowing of spreads has so far
EM High Yield only been observed in high yield.
660 Bp
USD High Yield:
441 Bp

EM High Grade:

How high the risk associated with the corporate bond is is

203 Bp shown by its asset swap spread (in bp). This indicates the
yield that the issuer must pay in addition to the swap rate for
100 - i i " " " the respective term as compensation for its credit risk. See
2017 2018 2019 2020 2021 2022 further explanation below.
——USD High Yield EUR High Yield ——EM High Yield (USD) ——EM High Grade (USD) Source: FactSet, Time period: 01/01/2017 - 29/07/2022
Bond Segments Overview
Key figures Asset Swap Spread Total Return (%, local
P Sp (36, lacal) * Over the last month, all bond segments
Yield Modified Spread 10Y-Per- 29/07/21  20/07/20  20/07/19  29/07/18  29/07/17 . .
(in %) A-1M Duration (Bps) A-1M centile m YTD  aorz2 200721 20i0720 200079 20007118 ShOWI‘] here, Wlth the CXCCPUOI‘I Of EM
EUR Govenment ~ 132  -057 7.8 - - - 49 87 107 07 24 81 14 High Yield, posted a positive return.
Germany 0.58 -0.66 7.9 - - - 56 72 -88 -0.6 0.9 6.0 1.8 * Due to the signiﬁcant fall in yields’
EUR Corporate 234  -0.82 4.9 94 -26 72 50 -81 -97 3.2 0.3 5.8 0.8 segments with higher durations pet-
Fi ial 237  -0.73 41 104 24 71 41 67 79 2.7 0.0 5.1 05 P
nancia formed significantly bettet. For example,
Non-Financial ~ 2.32  -0.88 5.4 88 27 75 56 -89 -106 35 0.5 6.1 1.0 .
German bonds government with a dura-
EUR High Yield 631  -092 35 451 24 88 41  -108 -10.9 9.7 0.9 5.1 1.4 .
tion of 7.9 were among the best per-
US Treasury 2.88 -0.30 6.6 - - - 2.4 -7.7 -8.5 -3.2 12.1 7.6 -1.3
formers.
USD Corporate 438  -0.39 7.4 170 -1 86 34 114 -122 1.8 118 104 0.8
Financial 436  -035 55 167 1 89 26 95 -103 21 104 9.8 0.9 ICE BofA indices in the following sequence: Euro Government;
Non-Financial ~ 4.38  -042 83 71 2 85 38 -122 -131 18 124 106  -08 German Government; Euro Corporate; Euro Financial; Euro
Non-Financial; Euro High Yield; US Treasury; US Corporate; US
USD High Yield 772 110 46 441 68 69 56 -89 7.7 11.2 2.7 7.1 2.3 Financial; US Non-Financial; US High Yield; High Grade
EM High Grade 480  -019 55 203 18 68 14 125 127 28 6.3 90 01 Emerging Markets Cfarpf)rate Plus; High Yield Emerging Markets
Corporate Plus. EM indices are hard currency bonds.
EM High Yield 1085  -0.32 41 660 4 83 11 -181 217 84 37 9.8 0.8 Source: FactSet, Time Period: 29/07/2017 - 29/07/2022

11/13 Joh. Berenberg, Gossler & Co. KG « Berenberg Markets - Monitor



COMMODITIES

Commodities Performance

Natural Gas (USD/MMBtu)
Palladium (USD/ounce)
Lead (USD/t)

Zinc (USDI/t)

Nickel (USD/t)

Aluminium (USD/t)

Gold (EUR/ounce)
Platinum (USD/ounce)
Silver (USD/ounce)

Brent Crude Oil (USDbbl)

° Recession and ongoing China worries
have weighed heavily on the commodity
market over the last four weeks.

* Nevertheless, natural gas, palladium, tin,
nickel, aluminium and lead recently
gained again.

* Tin, copper, crude oil and gas oil — by
far the winner since the beginning of the
year — were the losers over the last four

Gasoil (USD/MT) °
Gold (USD/ounce) weeks.
Copper (USD/t)
WTI Crude Oil (USD/bbl)
Tin (USD/t) °
Total return of selected commodity indices, in percent, sorted
-60 -40 -20 0 20 40 60 80 100 by 4-week performance.
u4 weeks ® Year-to-date Source: Bloomberg, Time period: 31/12/2021 - 29/07/2022
Crude Oil
140 350 * Crude oil, which has benefited from the
120 . . . . .
400 tight supply situation since the begm—
100 .
ning of the year, has recently been dom-
80 450
6o inated by recession concerns. Fear of a
w0 500 collapse in demand has caused the ener-
20 550 gy commodity to be sold off sharply
——Brent Crude Oil (USD/barrel) ——US Qil Inventories (in million barrel, inv., rhs) over the last four WCCkS even lf the Oﬂ
bl
14 1,900 .
price has recently been able to recover
13 1,600 . . .
slightly. Nevertheless, historically a col-
12 1,300 . .
lapse in demand has only occurred in
11 1,000 . .
very strong global recessions. According
10 700 :
to the IEA and OPEC+, the supply side
9 400 is also likely to remain tight.
8 - T T T T T 100
2017 2018 2019 2020 2021 2022 H-igher- oil producFion and higherAinventorie‘s tenq to w‘eigh on
——US Oil Production (in million barrel per day) ——US Rig Counts (hs) oil prices and vice versa. An increase in active oil wells
indicates higher oil production in the future.
Source: Bloomberg, Time period: 01/01/2017 - 29/07/2022
Gold
2,200 140 * Despite stagnating real interest rates in
2000 120 July, gold has lost ground over the last
1,800 . .
100 four weeks. The main driver was the
1,600 . .
1400 80 massive strengthening of the US dollar.
1200 60 Gold recently traded just above the
1,000 20 1,750 mark again. Gold last traded at
——Gold (USD per ounce) ——Gold ETF-holdings (million ounces, rhs) this lCVCl in September 2021
-550 85
-450
-350 90
-250 95
-150 The US dollar and the real, i.e. inflation-adjusted, interest
-50 100 rate are among the fundamental price factors of the gold
50 105 price. Rising real interest rates tend to weigh on the gold
150 price, while falling real interest rates have a supportive
250 . . . . . 110 effect. The same applies to the US dollar. The development of
2017 2018 2019 2020 2021 2022 gold ETF holdings reflects financial investors’ demand for gold.

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

——USD trade weighted (inv., rhs)
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Source: Bloomberg, Time period: 01/01/2017 - 29/07/2022
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