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Money market rates are falling again! The following publications are part of the
series Berenberg Funds and Solutions:

In search of suitable alternatives

Including the latest cut in the key interest rates, the European Central Bank (ECB) Insights
has already lowered rates six times. While the deposit facility, which is the main in- > Spotlight
terest rate for the money market, was still at 4% in mid-2024, it is currently only at Equities
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2.5%. This is not likely to be the ending point. Many market participants expect the
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ECB to continue its expansive monetary policy, i.e. to cut interest rates further (Fig.
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Fig. 1: Money market rates are becoming increasingly unattractive - the ECB

d it rat Id fall below 2%
eposit rate could fall below 2% Spotlight offers insights into the Berenberg

5 product universe and highlights key topics related
to current market developments.
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Investors have therefore not only been confronted with further declines in money Short-term bond funds can offer an
market rates, but also with interest rates that hardly promise any real value preserva- attractive risk/return profile

tion, let alone real asset growth. As such, the need for alternatives with more attrac-
tive interest rates and a still manageable risk is increasing. One solution to this would
be bond funds with short maturities. These often match the desired risk-return pro-
file and offer higher returns than the traditional money market, e.g. by adding ma-
turity or credit risks. Many funds use both income components and can achieve
added value for investors through their flexibility.

We offer solutions for different investment horizons

We offer our clients two short-dated bond funds as a profitable alternative to money Tailored to your investment horizon
market deposits. Our defensive building block is the Berenberg Euro Floating

Rate Note (SGB). Interest-rate risk plays a subordinate role in this fund, as it invests

primarily in euro denominated floating-rate notes. The defensive character is also

evident in the choice of credit risks, as only bonds with investment-grade ratings

from the OECD area are permitted. The Berenberg Euro Enhanced Liquidity

fund is more opportunistic, as it relies on the active management of maturity and

credit risks. The first are managed within a range of 0 to 2.5 years. In terms of credit
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risks, the fund focuses on the investment grade area, although additions from spec-
ulative grade are permitted. It also benefits from attractive new issues, which often
offer added value in comparison to outstanding bonds.

A combination of the two funds is recommended to achieve the most attractive pos-
sible return with manageable risk that matches the investment horizon. A longer
investment horizon enables a more opportunity-oriented approach, with greater par-
ticipation in market developments as any price losses that may have occurred in the
meantime might still be recouped. We used a risk measure based on financial math-
ematics to calculate the mixing ratio!. The combination of the two funds was chosen
so that, in the event of a risk event occurring, the performance of the defensive
component over a one-year period would not be undercut in theory. In addition, it
is possible to react quickly and immediately switch to a more defensive combination,
thus helping meet objectives. The allocation to the more opportunistic fund is car-
ried out in steps of 25% (Fig. 2).

Fig. 2: The longer the investment horizon, the more opportunity-oriented
the mix!

100%

Share of the defensive short-term bond fund
- Berenberg Euro Floating Rate Note SGB -

75%
#
[~
‘n 50%
=
&
25%
Share of the opportunity-oriented short-term bond fund
- Berenberg Euro Enhanced Liquidity -
0%
3 months & months g months 12 months 15, months
and longer

Investment horizon

Source: Berenberg, schematic representation

Use our active risk management

With the Berenberg Liquidity Solution, we offer our clients the opportunity to ex-
pand their liquidity management to include active risk management. The aim of risk
management is to limit a possible loss to 1% before costs on an annualized basis.
This is done by actively managing the mix of the two bond funds and a traditional
money market fund. In addition, the lower value limit bears interest at the money
market rate and increases over the course of the year. This means that in the event
of market corrections, only the defined risk margin serves as a buffer and not the
entire return already generated.

Summary

Benefit from our long-standing expertise in the area of short-term bond investments.
We are confident that we can offer you attractive alternatives to money market de-
posits which are tailored to your investment horizon with the solutions outlined.
You also have the option to supplement your strategy with active risk management.

! The Conditional Value at Risk (CVaR) is a risk measure used in finance and defines the ex-

pected loss if the Value at Risk (VaR) is exceeded. However, the VaR is defined as the expected
loss in value that, with a predetermined probability (confidence level), will not be exceeded
within a fixed period. For the risk adjustment, a confidence level of 99.5% was assumed with a
holding period of two days.
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IMPORTANT NOTICE

This information 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
Regulation (EU) No 596/2014, both provisions in connection with section 85 (1) of the German Securities Trading Act
(WpHG). As a marketing communication this document does not meet all legal requirements to warrant the objectivity of
investment recommendations and investment strategy recommendations and is not subject to the ban on trading prior to the
publication of investment recommendations and investment strategy recommendations. This document is intended to give you
an opportunity to form your own view of an investment. However, it does not replace a legal, tax or individual financial advice.
Your investment objectives and your personal and financial circumstances were not taken into account. We therefore expressly
point out that this information does not constitute individual investment advice. Any products or securities described may not
be available for purchase in all countries or only in certain investor categories. This information may only be distributed within
the framework of applicable law and in particular not to citizens of the USA or persons resident in the USA. The statements
made hetein have not been audited by any external party, particularly not by an independent auditing firm. Any future returns
on fund investments may be subject to taxation, which depends on the personal situation of the investor and may change in the
future. Returns on investments in foreign currencies may increase or decrease due to currency fluctuations. The purchase, hold-
ing, conversion or sale of a financial instrument, as well as the use or termination of an investment service, may give rise to costs
that affect the expected income. In the case of investment funds, you should always make an investment decision on the basis
of the sales documents (key information document, presentation of past performance, sales prospectus, cutrent annual, if appli-
cable, semi- annual report), which contain detailed information on the opportunities and risks of the relevant fund. In the case
of securities for which a securities prospectus is available, investment decisions should always be made on the basis of the
securities prospectus, which contains detailed information on the opportunities and risks of this financial instrument, otherwise
at least on the basis of the product information document. An investment decision should be based on all characteristics of the
fund and not just on the sustainability-related aspects . All the aforementioned documents can be obtained from Joh. Betenberg,
Gossler & Co. KG (Berenberg), Neuer Jungfernstieg 20, 20354 Hamburg, Germany, free of charge. The fund sales documents
and the product information sheets for other securities are available via a download portal using the password »berenberg« at
the Internet address https://docman.vwd.com/portal/berenberg/index.html. The sales documents of the funds can also be
requested from the respective investment management company. We will be pleased to provide you with the specific address
details upon request. A fund investment involves the purchase of shares in an investment fund, but not a specific underlying

asset (e.g. shares in a company) held by that fund. The statements contained in this document are based either on own company
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sources or on publicly accessible third-party sources, and reflect the status of information as of the date of preparation of the
presentation stated below. Subsequent changes cannot be taken into account in this document. The information given can
become incorrect due to the passage of time and/or as a result of legal, political, economic or other changes. We do not assume
responsibility to indicate such changes and/or to publish an updated document. For important disclosutes and information on
index- and market data, see https://www.berenberg.de/en/legal-notice/license-notice/. Past performance, simulations and
forecasts are 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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