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Currencies moving financial markets in 2023

Japan macro and FX: Despite the Bank of Japan’s (BoJ) decision to leave its yield curve
control (YCC) policy unchanged, we stick to our conviction that it will drop YCC once addi-
tional hard data have confirmed the expectation that inflationary pressures are becoming
more engrained. While the recent rally in the yen is likely to stall for now, we expect it to
embark on another leg higher once wage negotiations conclude, which should be at the
beginning of 2Q23. This should bring the USD-JPY pair closer towards 120.

Global fixed income: As a first step towards a likely policy normalisation, the Bank of Japan
could widen the target corridor for 10 year government yields. This would lead to higher
real rates and a stronger yen. The Japanese yen yield curve is very steep compared to the
developed markets (DM) space as ultra-long-term rates have already been allowed to re-
price roughly in line with other developed markets. We would expect the forthcoming policy
normalisation to lead to a flatter yield curve, as in other DM markets. Long-term DM yields
will likely price lower global inflation and slow growth over coming quarters, hence ultra-
long yen rates could present an interesting opportunity, supported by a stronger currency.

Global equities: Currency markets are important as the centre of global growth is moving
from the US to China, reversing the forces which supported the US dollar in recent years.
A weaker US dollar is weighing on most equity markets, bar emerging markets (EM) equi-
ties. EM should benefit the most in this environment, while Japanese equities are coming
under severe pressure from their outsized sensitivity to the yen. Swiss, UK and EMU equi-
ties are all affected by FX moves, but not to the same extent as Japanese and EM equities.
We describe the channels through which FX moves impact regional equity performance
and show sensitivities of individual markets to their home currencies and to the US dollar.
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Japan macro and FX

Yen to pause before embarking on a leg higher

Raphael Olszyna-Marzys The Bank of Japan’s (BoJ) decision to leave its yield curve control (YCC) policy unchanged
International Economist caught markets by surprise. We stick to our conviction that the BoJ will drop YCC once
raphael.olszyna-marzys@jsafrasarasin.com additional hard data have confirmed the expectation that inflationary pressures are be-
+41 58 317 3269 coming more engrained. In our view, the earliest the Bank could abandon YCC and its

negative policy rate would be in Q2 under the leadership of Governor Kuroda'’s succes-
FX Strategist sor. For the Japanese yen, this means that the recent rally is likely to stall for some time,
claudio.wewel@jsafrasarasin.com while its volatility is set to remain elevated in the near term. We expect the yen to em-
+41 58317 3226 bark on another leg higher once wage negotiations conclude, which should be at the
beginning of 2Q23. This should bring the USD-JPY pair closer towards 120.

Dr. Claudio Wewel

BoJ's message to the market: we will deter- The Bank of Japan (BolJ) surprised markets on Wednesday by keeping its Yield Curve Con-

mine when we exit YCC, not you trol (YCC) policy unchanged. The BoJ’s decision temporarily pushed Japanese government
bond (JGB) yields lower and the USD-JPY pair back above 130. After the unexpected wid-
ening of its cap on the 10-year government bond yield to 0.5% from 0.25% at its December
meeting, investors have been testing the Bank’s resolve in defending it (Exhibit 1), forcing
the BoJ to spend about 34tn yen (5%% of GDP) on bond purchases (Exhibit 2). While the
pace of buying is not tenable, we view Wednesday’s BoJ decision as a signal sent to the
market: It will manage its way out of YCC at the pace it deems necessary and will not be
forced to change its stance prematurely. Economic data, and not market pressure, will
determine the timing of its exit.

Exhibit 1: Upward pressure on JGB yields likely to persist Exhibit 2: The BoJ had to step up its JGB purchases markedly
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Inflationary pressures are more sustained We remain convinced that the BoJ will end both YCC and its negative interest rate policy

than often believed - we expect the BoJ to (NIRP) later this year. Since we first made this call in early November, economic data, an-

abandon both YCC and its negative interest ecdotal evidence and the BoJ’'s own macroeconomic forecasts have largely supported our

rate policy later this year view. Core inflation moved to 2.8% in November, its highest level since the early 1990s
and wages (including bonuses) have grown at close to 3% in 2022. Japan’s largest feder-
ation of trade unions recently said it will ask for a 5% rise in base pay in the annual Feb-
ruary/March round of wage negotiations for 2023, known as sAunto. This is unusual, as
the union usually demanded significantly less, and reflects the emerging political consen-
sus for higher wages, as well as a relatively benign economic outlook. In fact, the owner
of the Japanese fashion chain Uniglo already announced that it will raise annual salaries
by up to 40% in 2023. The BoJ expects the economy to grow above its trend rate over the
coming two years, and a strong rebound of the Chinese economy would make this predic-
tion even more likely. In short, we think that inflationary pressures in Japan will probably
be more sustained than is generally believed (Exhibits 3-5).
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Exhibit 3: Wages and core inflation are up
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But the BoJ wants to see strong evidence of

more engrained inflationary pressures. No
change should be expected before Q2

Recent yen rally to stall for some time, while
near-term volatility is set to remain elevated

Medium term, yen to rise further as JGB yield
differentials should continue to narrow

J. Safra Sarasin

Exhibit 4: Corporates expect higher prices... Exhibit 5: ...which is also true medium term
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So when could the BoJ’'s pivot unfold? After years of deflation, the Japanese authorities
don’t want to take any chances. First, they will want to see that the shunto negotiations
are indeed delivering stronger wage gains and second, they will wait for evidence that
companies are passing on some of their cost increases to customers before making any
major move. This suggests that the earliest point in time the BoJ could abandon YCC and
NIRP would be in the second quarter of this year under the leadership of a new governor.

For the Japanese yen, this means that its recent rally is likely to stall for some time. Hence
we expect the USD-JPY pair to be range bound at around 130 in the near term. Yet uncer-
tainties with respect to the timing of the BoJ’s further policy steps are set to remain ele-
vated and will likely peak around the last days of BoJ Governor Kuroda’s term. This sug-
gests that the yen will continue to be exposed to an unusually high volatility over the com-
ing months (Exhibit 6).

In the medium term, the yen’s dynamics are set to remain closely aligned to relative yield
moves. In particular the US dollar’s yield advantage against the yen should come under
further pressure, which should provide ample support to the yen (Exhibit 7). Given that the
US cycle has slowed substantially as of late, the market increasingly expects the Fed to
pivot sooner, which is weighing on UST yields. At the same time, upward pressure on JGB
yields should be quick to resume as the market awaits further adjustments to the BoJ's
monetary policy stance. In anticipation of these, we expect the yen to embark on another
leg higher once shunto negotiations conclude, which should bring the USD-JPY pair closer
towards 120.

Exhibit 6: USD-JPY volatility to remain at comparatively high levels Exhibit 7: Yields to remain most important driver for USD-JPY
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BolJ Yield Curve Control, an enhancement to
QE introduced in 2001

Exhibit 1: The BoJ holds over 50% of outstanding government bonds
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Global fixed Income
BoJ prepares the ground for policy normalisation

As a first step towards a likely policy normalisation, the Bank of Japan could widen the
target corridor for 10 year government yields. This would lead to higher real rates and
a stronger yen. The Japanese yen yield curve is very steep compared to the developed
markets (DM) space as rates beyond 10 years have been allowed to reprice roughly in
line with other developed markets. We would expect the forthcoming policy normalisa-
tion to lead to a flatter yield curve, as in other DM markets. Long-term DM yields will
likely price lower global inflation and slow growth over coming quarters, hence ultra-
long yen rates could present an interesting opportunity, supported by a stronger cur-
rency.

The BoJ introduced quantitative (QE) easing in 2001 with large scale purchases of finan-
cial assets to ease monetary conditions. As a consequence, the BoJ ended up holding
almost half of all outstanding domestic government bonds by 2016 (Exhibit 1), which sig-
nificantly hampered liquidity in this market. In September 2016, the Bank of Japan (BoJ)
modified its policy framework by setting a yield target of zero percent for the 10-year yield
for Japanese Government Bonds (JGB) and basically fixed the yield curve up to that point.
With the introduction of a credible target corridor, the BOJ was able to substantially reduce
the amount of purchases necessary to keep yields near the target. While the target corri-
dor around the zero percent mark on the 10-year yield spot was initially an implicit 10bp,
it was officially widened in 2018, and to 50bp in December 2022 (Exhibit 2).

Exhibit 2: Yield curve control bounds have been successively widened
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Moving closer to normalising policy

Normalising policy implies much needed
higher real rates and tighter financial condi-
tions
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With the widening of the target corridor to +/-50bp around zero percent for 10-year gov-
ernment yields in December 2022, the BoJ reacted to the sharp depreciation of the yen,
fuelled by an ever increasing negative real yield differential to other currency spaces. The
surge in commodity prices, magnified by the weak domestic currency has driven inflation
to levels not seen in decades. As currency interventions had no discernible effect, the BoJ
allowed 10 year JGB yields to rise in what is likely a first step towards policy normalisation.

Policy normalisation implies higher (real) rates and tighter financial conditions, which help
reduce inflation by softening aggregate demand. Additionally, in the case of the export-
driven Japanese economy, the exchange rate plays a crucial role in determining financial
conditions, in fact, one reason for the introduction of QE and yield curve control in 2001
and 2016 was to keep the yen weak and hence financial conditions loose. Currently, a
stronger yen is welcomed and indeed very much needed to tighten financial conditions
quickly in order to bring down inflation.
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Yen swaps are leading the way

BoJ unlikely to deliver a negative price shock
to investors

Yen curve is still very steep, ultra-long maturi-
ties look cheap

J. Safra Sarasin

While the JGB yield curve up to 10 years was kept artificially low, prices for longer maturi-
ties have traded relatively freely, resulting in a steep yield curve 10 years and out. The yen
swap market, on the other hand, has been granted its price discovery function and is al-
ready trading substantially above JGB yields except at the ultra-long end, providing at least
some information about where JGB levels would settle without Yield Curve Control. In fact,
implied policy rates for the Bank of Japan, derived from the yen OIS curve, already reflect
a policy rate of 0.3% in 12 months and 0.7% in 3 years, from -0.1% currently.

The BoJ stepped up its purchases of JGBs aggressively as it widened the target band in
order to maintain the 0.5% upper limit. However, it is likely that the target band will need
to be widened further or scrapped altogether, allowing yields to perform their price discov-
ery function. This process is intended to be a gradual and, in some way, predictable pro-
cess. The BolJ is willing to take on duration risks from the private sector and to absorb
losses incurred on these fixed income assets as their yields rise. It does not intend to
deliver a negative price shock to investors, nor does it want large spikes in JGB yields that
would then lead to spikes in the yen.

Contrary to most other developed market government curves, which are flat or inverted as cen-
tral banks continue to raise policy rates into an economic slowdown, the yen curve is still very
steep. Of particular interest is the 2y/30Y segment that currently trades with a steepness of
150bp in the JGB market and 115bp in the swap market (Exhibit 3). Ultra-long yen yields (be-
yond 20y) have been driven up sharply by the rise in global DM long-term yields already (Exhibit
4). Policy normalisation will likely be more gradual and less aggressive than in other developed
currency spaces, yet a flattening of the yield curve will likely happen, and ultra-long rates
should outperform the rest of the yield curve significantly. Long-term DM yields will likely price
lower global inflation and growth over coming quarters, hence ultra-long yen rates could be an
interesting opportunity, supported by a stronger currency.

Exhibit 3: The yen curve has steepened sharply as ultra-long-term bond  Exhibit 4: 30-year JGB yields have repriced in line with other DM gov-

yields are driven by international developments
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Spill-over effects into other markets
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Japanese institutional investors are important investors, primarily in European and Australian
bond markets. The incentive for currency-hedged investments is small due to almost prohibi-
tive hedging costs. Unhedged foreign currency bond positions, on the other side, are exposed
to yen appreciation risk. With higher domestic yields in the case of policy normalisation, the
incentives for yen-based investors to allocate funds to domestic bonds will grow and likely push
(real) yields somewhat higher, in particular in euro area and Australian bond markets.
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Global equities

Currencies loom large for equities in 2023

Wolf von Rotberg Currency markets are in the spotlight as the centre of global growth is moving from the
Equity Strategist US to China, reversing the forces which supported the US dollar in recent years. This
wolf.vonrotberg@jsafrasarasin.com happens as the upward pressure on the yen is rising and the ECB’s catch-up with the
+41 58 317 30 20 Fed is supporting the euro. Regional equity performance is materially affected by these

FX gyrations, with a weaker US dollar weighing on most equity markets, bar one major
exception: emerging markets (EM) equities. EM should benefit the most in this environ-
ment, while Japanese equities are coming under severe pressure from their outsized
sensitivity to the yen. Swiss, UK and EMU equities are all affected by FX moves, but not
to the same extent as Japanese and EM equities. We describe the channels through
which FX moves impact regional equity performance and show sensitivities of individual
markets to their home currencies and to the US dollar.

Global growth dynamics are shifting, with As we start a new year, global growth dynamics have shifted materially. While the US was

China turning from laggard to leader the engine of global growth coming out of the 2020 recession and has led the cycle over
the past two years, China will likely fill this role in the coming quarters. The re-opening
from the zero-COVID policy has not only started to led to a revival of economic activity in
Asia, but will also help parts of the European economy to recover more strongly and quickly
than previously expected — adding to the support Europe is receiving from fading energy
shortage fears.

Currency moves are reflecting the shift in  Typically, in episodes likes this, when the centre of global growth is shifting from one re-

global growth dynamics gion to another, currencies move substantially and often hit inflection points. The current
episode is no exception. Most notably, the US dollar topped out in the fourth quarter of
last year and has since depreciated by around 8% on a trade-weighted basis (Exhibit 1).
The weakness has been most pronounced against major developed market currencies,
while it has held up better against a basket of emerging markets (EM) currencies. The
dollar has seen the steepest drop against the Yen, losing a mighty 14.5%, followed by the
euro, the Swiss franc and the British pound (Exhibit 2).

Exhibit 1: The US dollar’s peak is likely behind us Exhibit 2: USD has weakened most vs. DM currencies since peaking
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Currencies are a key driver of regional equity These FX moves matter substantially for equity markets. Regional performance often
market performance hinges on currency moves, in particular vs the US dollar. The table below shows the ex-
planatory power that currency moves have for equity market performance. For example,
52% of the Swiss market’s relative changes vs global equities over the past 20 years can
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Most regions benefit from a stronger US dollar
and a weaker domestic currency - EM is the
exception

Developed markets benefit from a weaker
currency vs the US dollar through various
channels

The Swiss equity market relies on US revenues
and earnings, making it sensitive to US dollar
swings

The UK market’s sensitivity to the US dollar is
driven by commodity revenues

7 | Cross-Asset Weekly
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be explained by the Swiss franc’s change in value vs the US dollar. For UK large-cap equi-
ties, the R-squared of GBP (vs USD) is even higher, at 73%, reflecting the outsized influ-
ence FX movements have on the UK equity market.

Exhibit 3: R-squared shows explanatory power of FX movement in equity market performance
R-squared of FX vs relative equity performance, 6-month changes, last 20 years

[ | switzerland EMU Japan UK EM (US $)
vs USD TWI 50% 22% 22% 38% 40%
vs local FX TWI 6% 19% 28% 41% 52%

52% 26% 51%
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Source: Refinitiv, Bank J. Safra Sarasin, 18.01.2023

vs USD/local FX

A stronger US dollar tends to help most equity markets, with the exception of EM, which
typically benefit from a weaker US dollar (Exhibit 4). The fact that the EM index is denom-
inated in US dollar is one reason for the inverse correlation, but far from being the only
one. A weaker US dollar also reduces the pressure on EM central banks to support their
domestic currencies by tightening policy and limits the burden on US dollar debtors. As a
result, EM equity markets are key beneficiaries of a depreciating US dollar, in particular
vs the rest of the world.

Exhibit 4: The coefficient reflects the direction and significance of FX’'s impact on equities
Correlation coefficient of FX vs relative equity performance, 6-month changes, last 20 years
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Source: Refinitiv, Bank J. Safra Sarasin, 18.01.2023

In developed markets, these EM mechanics do not apply. US dollar debt is not an issue
and exchange rates are only of second-order concern for central banks. Yet currency
movements heavily affect corporates through their foreign sales exposure. A weaker do-
mestic currency improves competitiveness on the one hand, but more importantly and
more directly, lifts foreign currency revenues and earnings when translated into local cur-
rency.

The table below shows the share of foreign revenues in various markets (Exhibit 5). The
Swiss equity market, for example, has a heavy tilt towards US sales. 27% of total revenues
are generated in North America, with the pharma sector accounting for a large part of this.
While a regional earnings split is difficult to come by, North America should account for an
even larger share of earnings, given that pharma margins tend to be much higher in the
US than they are in other regions.

For UK equities, the large sector weighting of energy and mining plays a major role, raising
the UK equity market’s sensitivity to the US currency beyond and above its exposure to US
demand (Exhibit 6). This results from the fact that oil and other commodities are typically
traded in US dollars, no matter where in the world. Furthermore, many UK-listed firms only
have a small operational base in the UK, limiting their cost-base denominated in British
pound. As a result a drop in sterling often translates one-for-one into higher (sterling-de-
nominated) UK equity market earnings.
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Exhibit 5: Regional revenue shares of different indices Exhibit 6: The UK is heavily tilted towards energy and materials
Sales share urope Asia US & Other Home Foreign 36
. ] MSCI UK
by region, % P pac Canada & 32 | Se.“ﬁr "
o8 weights MSCI AC World
Switzerland 38 28 27 8 15 85 24 m MSCI Switzerland
20 1 1
UK 43 24 21 12 26 74 16 : :
12 1 1
8 | 1
EMU 48 19 21 12 45 55 a : :
0 1 1
Japan 9 717 3 55 45 g 2.1 2:12 5 8§ 8 8 3 §
g S 2 3 = e = @ =
n 1 W © 3 2] 5 €
us 11 12 71 6 71 29 oL = 2 8 5
Source: Company data, Bank J. Safra Sarasin, 18.01.2023 Source: Refinitiv, Bank J. Safra Sarasin, 18.01.2023

Euro area equity gains are sometimes offset For euro area and Japanese equities, the situation is slightly more complex, given the cur-

by a strengthening euro rencies’ impact on competitiveness and the domestic cycle on the one hand and the cy-
clical characteristics of the euro and the Japanese yen on the other. The euro tends to be
pro-cyclical, while the Japanese yen tends to behave counter-cyclical (Exhibits 7 & 8).

Exhibit 7: The euro is a pro-cyclical currency... Exhibit 8: ...as opposed to the Japanese yen, which is counter-cyclical
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As a result, cyclical moves in the equity market are partly offset by the currency in the euro
area, while moves in the Japanese equity market tend to be reinforced by yen moves.

We run 3-factor regression models for eachre- In order to quantify the impact local currency moves (vs the US dollar) have on regional
gional equity market in order to estimate the equity indices, we put together the table below. It shows the sensitivity of regional equity
sensitivity to FX moves markets to domestic currency moves, based on 3-factor regression models (Exhibit 9).

A coefficient of -0.8 implies a 10% apprecia- How to read it? Looking at the Swiss market for example: the FX coefficient of -0.8 means

tion in the currency translates into 8% under- that a 10% rise in the Swiss franc vs the US dollar translates into 8% Swiss equity market

performance underperformance relative to global equities. Obviously, these are not deterministic num-
bers, but show what has statistically been the case over the past 20 years.

Given that some currencies are significantly more cyclical than others, we are also show-
ing how a one standard deviation rise in the domestic currency would affect relative per-

8 | Cross-Asset Weekly
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formance. Again, taking the Swiss market as an example: while the FX coefficient is rela-
tively high, the FX impact is somewhat limited by the lower variance of the Swiss franc,
compared to other currencies.

Exhibit 9: The FX coefficient shows the markets’ sensitivity to their domestic currency vs the US dollar. Japan and EM equities stand out

20-year relative FX coefficientin [ Impact of 1Stdev rise R? of regression
Currency vs USD . . Other model factors
regression in currency vs USD model

performance models

Switzerland CHF -0.8 -4.6% Global PMI, CH 10Y yield 59%
EMU EUR -0.4 -3.0% EMU PMI, Bund 10Y yield 43%
Japan JPY -1.0 -7.2% Global PMI, US 10Y yield 59%
UK GBP -0.6 -4.2% Global PMI, Brent 76%

EM EMFX index 1.1 5.5% Global PMI, US 10Y yield 58%
Source: Refinitiv, Bank J. Safra Sarasin, 19.01.2023

We prefer EM equities over the rest of the Where does this leave us with regards to market positioning? FX is a key consideration for

world and are the most cautious on Japanese our regional equity market preferences. The weakness in the US dollar, which we expect

equities, partly driven by our FX assumptions  to continue this year, should prove to be a headwind for Swiss and UK equities in the
months to come. Yet it does not necessarily lead them to underperform, as the US dollar
strength should partly be offset by the Swiss equity market’s defensive character (on a
relative basis) and the support the UK market receives through the commodity channel.
Euro area equities in general should be affected less by a weaker US dollar and receive
some support from the improving macro backdrop in China. Yet headwinds from a
strengthening euro should still loom large, driven by a narrowing central bank policy gap
between Europe and the US.

The two regional equity markets which stand at the opposing ends of the spectrum are the
Japanese market and EM. EM equities, with the most promising tactical outlook, are not
only receiving a boost from the Chinese recovery, they are also set to benefit outright from
a weaker US dollar. Lastly, Japanese equities are most exposed to further downside risks,
given the combination of a market which is highly sensitive to domestic currency moves
and the outlook for substantial strength in the yen over the coming months.
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Economic Calendar
Week of 23/01 - 27/01/2023

Consensus
Country Time Item Date  Unit Forecast Prev.
Monday, 23.01.2023
Us 16:00 Leading Index Dec mom -0.70% -1.00%
Tuesday, 24.01.2023
N 14:30 Jibun Bank Japan PMI Mfg JanP Index - 48.90
GE 08:00 GFK Consumer Confidence Jan Index -33.00 -37.80
FR 09:15 France Manufacturing PMI JanP Index - 49.20
GE 09:30 Germany Manufacturing PMI Jan P Index 48.50 47.80
EU 10:00 Eurozone Manufacturing PMI JanP Index 48.50 47.80
UK 10:30 UK/CIPS Manufacturing PMI JanP Index -- 45.30
us 14:45  US Manufacturing PMI JanP Index - 46.20
16:00 Richmond Fed Mfg Index Jan Index - 1.00
Wednesday, 25.01.2023
GE 10:00 IFO Expectations Index Jan Index 85.00 83.20
us 13:00 MBA Mortgage Applications Jan20 wow - 27.90%
13:00 Philadelphia Fed Non-Mfg Index Jan Index - -17.10
Thursday, 26.01.2023
us 14:30 |Initial Jobless Claims Jan21 1'000 = 190k
14:30 Durables Ex Transportation DecP mom -0.10% 0.10%
14:30 Cap Goods Orders Nondef Ex Air Dec P mom -0.20% 0.10%
16:00 New Home Sales DecP 1'000 615k 640k
17:00 Kansas City Fed Manf. Activity  Jan Index - -9.00
Friday, 27.01.2023
JN 00:30 Tokyo CPI Ex Food, Energy YoY Dec yoy 2.90% 2.70%
UK 08:00 PCE Core Deflator MoM Dec mom 0.30% 0.20%
GE 08:00 PCE Core Deflator YoY Dec yoy 4.40% 4.70%

Source: Bloomberg, J. Safra Sarasin as of 19.01.2023
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A 1W AYTD TRYTD in %
Swiss Eidgenosse 10 year (%) 1.09 -3 -53 4.1
German Bund 10 year (%) 2.07 -10 -51 3.9
UK Gilt 10 year (%) 3.28 -13 -40 2.9
US Treasury 10 year (%) 3.41 -10 -47 3.8
French OAT - Bund, spread (bp) 42 -5 -12
Italian BTP - Bund, spread (bp) 171 -13 -43
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11,259 16.3 -0.3 4.9
DAX - Germany 14,920 11.9 -0.9 7.2
MSCI Italy 811 8.4 -1.0 7.3
IBEX - Spain 8,793 11.2 -0.4 7.3
DJ Euro Stoxx 50 - Eurozone 4,094 12.4 -0.8 8.1
MSCI UK 2,225 10.3 -0.6 3.9
S&P 500 - USA 3,899 17.4 -1.8 1.6
Nasdaqg 100 - USA 11,296 21.5 -0.9 3.3
MSCI Emerging Markets 1,028 12.4 1.0 7.5
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.92 8.3 -1.1 -0.9
EUR-CHF 0.99 6.2 -1.1 0.4
GBP-CHF 1.13 8.0 0.0 1.3
EUR-USD 1.08 8.1 0.0 1.2
GBP-USD 1.24 9.9 1.1 2.3
USD-JPY 129.1 12.6 1.0 -1.5
EUR-GBP 0.88 6.9 -1.1 -1.0
EUR-SEK 11.17 7.7 -0.8 0.1
EUR-NOK 10.72 9.9 0.0 2.1
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 112 15.9 21 -0.7
Brent crude oil - USD / barrel 86 39.1 3.3 1.0
Gold bullion - USD / Troy ounce 1,928 14.6 1.7 5.7

Source: J. Safra Sarasin, Bloomberg as of 19.01.2023
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Important legal Information

This document has been prepared by Bank J. Safra Sarasin Ltd (“Bank”) for information purposes only. It is not the result of financial research
conducted. Therefore, the “Directives on the Independence of Financial Research” of the Swiss Bankers Association do not apply to this docu-
ment.

This document is based on publicly available information and data (“the Information”) believed to be correct, accurate and complete. The Bank
has not verified and is unable to guarantee the accuracy and completeness of the Information contained herein. Possible errors or incomplete-
ness of the Information do not constitute legal grounds (contractual or tacit) for liability, either with regard to direct, indirect or consequential
damages. In particular, neither the Bank nor its shareholders and employees shall be liable for the views contained in this document. Third
party data providers make no warranties or representations of any kind relating to the accuracy, completeness or timeliness of the data pro-
vided and shall have no liability for any damages of any kind relating to such data.

This document does not constitute a request or offer, solicitation or recommendation to buy or sell investment instruments or services. It should
not be considered as a substitute for individual advice and risk disclosure by a qualified financial, legal or tax advisor. You are reminded to read
all relevant documentation before making any investment, including risk warnings, and to seek any specialist financial or tax advice that you
need. You are not permitted to pass this document on to others, apart from your professional advisers. If you have received it in error please
return or destroy it.

Past performance is no indication of current or future performance. Investments in foreign currencies are subject to exchange rate fluctuations.
Exchange rate risk will apply if the investor’s reference currency is not the same as the investment currency. Information containing forecasts
are intended for information purpose only and are neither projections nor guarantees for future results and could differ significantly for various
reasons from actual performance. The views and opinions contained in this document, along with the quoted figures, data and forecasts, may
be subject to change without notice. There is no obligation on the part of Bank or any other person to update the content of this document. The
Bank does not accept any liability whatsoever for losses arising from the use of the Information (or parts thereof) contained in this document.
Neither this document nor any copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person.
This information is not directed to any person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such
distribution is prohibited and may only be distributed in countries where its distribution is legally permitted.

Bloomberg

“Bloomberg®” and the referenced Bloomberg Index/Indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg
Index Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes
by Bank J. Safra Sarasin Ltd. Bloomberg is not affiliated with Bank J. Safra Sarasin Ltd, and Bloomberg does not approve, endorse, review, or
recommend the financial instrument(s) mentioned in this publication. Bloomberg does not guarantee the timeliness, accurateness, or com-
pleteness of any data or information relating to the financial instrument(s) mentioned in this publication.

ICE Data Indices

Source ICE Data Indices, LLC (“ICE DATA”), is used with permission. ICE Data, its affiliates and their respective third party suppliers disclaim
any and all warranties and representations, express and/or implied, including any warranties of merchantability or fitness for a particular pur-
pose or use, including the indices, index data and any data included in, related to, or derived therefrom. Neither ICE Data, its affiliates or their
respective third party providers shall not be subject to any damages or liability with respect to the adequacy, accuracy, timeliness or complete-
ness of the indices or the index data or any component thereof, and the indices and index data and all components thereof are provided on an
“as is” basis and your use is at your own risk. ICE Data, its affiliates and their respective third party suppliers do not sponsor, endorse, or
recommend Bank J. Safra Sarasin Ltd, or any of its products or services.

J.P. Morgan

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The Index
is used with permission. The Index may not be copied, used, or distributed without J.P. Morgan’s prior written approval. Copyright 2020, J.P.
Morgan Chase & Co. All rights reserved.

MSCI Indices

Source: MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not
be used as a basis for ora component of any financial instruments or products or indices. None of the MSCl information is intended to constitute
investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such.
Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The
MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this information.
MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively,
the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, time-
liness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the fore-
going, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without
limitation, lost profits) or any other damages. (www.msci.com)
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SMI

SIX Swiss Exchange AG (“SIX Swiss Exchange”) is the source of SMI Indices® and the data comprised therein. SIX Swiss Exchange has not
been involved in any way in the creation of any reported information and does not give any warranty and excludes any liability whatsoever
(whether in negligence or otherwise) — including without limitation for the accuracy, adequateness, correctness, completeness, timeliness, and
fitness for any purpose — with respect to any reported information or in relation to any errors, omissions or interruptions in the SMI Indices® or
its data. Any dissemination or further distribution of any such information pertaining to SIX Swiss Exchange is prohibited.

Distribution Information

Unless stated otherwise this publication is distributed by Bank J. Safra Sarasin Ltd (Switzerland).

The Bahamas: This publication is circulated to private clients of Bank J. Safra Sarasin (Bahamas) Ltd, and is not intended for circulation to
nationals or citizens of The Bahamas or a person deemed ‘resident’ in The Bahamas for the purposes of exchange control by the Central Bank
of The Bahamas.

Dubai International Financial Centre (DIFC): This material is intended to be distributed by Bank J. Safra Sarasin Asset Management (Middle
East) Ltd [“BJSSAM”] in DIFC to professional clients as defined by the Dubai Financial Services Authority (DFSA). BJSSAM is duly authorised
and regulated by DFSA. If you do not understand the contents of this document, you should consult an authorised financial adviser. This material
may also include Funds which are not subject to any form of regulation or approval by the Dubai Financial Services Authority (“DFSA”). The
DFSA has no responsibility for reviewing or verifying any Issuing Document or other documents in connection with these Funds. Accordingly,
the DFSA has not approved the Issuing Document or any other associated documents nor taken any steps to verify the information set out in
the Issuing Document, and has no responsibility for it. The Units to which the Issuing Document relates may be illiquid and/or subject to re-
strictions on their resale. Prospective purchasers should conduct their own due diligence on the Units.

Germany: This marketing publication/information is being distributed in Germany by J. Safra Sarasin (Deutschland) GmbH, KirchnerstraRe 6-
8, 60311 Frankfurt am Main, for information purposes only and does not lodge claim to completeness of product characteristics. Insofar as
information on investment funds is contained in this publication, any product documents are available on request free of charge from J. Safra
Sarasin (Deutschland) GmbH, KirchnerstrafRe 6-8, 60311 Frankfurt am Main in English and German language. To the extent that indicative
investment options or portfolio structures are included, the following applies: The indicative investment options or portfolio structures pre-
sented in these documents and the underlying model calculations are based on the information and data provided to us in the context of the
asset advisory discussion, and we have not checked them for accuracy or completeness. The indicative investment option/portfolio structure
described here is thus intended as a guide and does not make any claim to comprehensive suitability but aims to inform you about the general
possibilities that an investment entails. In order to provide you with a final investment recommendation that is tailored to your specific situation,
we need further information, in particular on your investment goals, risk tolerance, experience and knowledge of financial services and products
and your financial situation. This publication is intended to be distributed by J. Safra Sarasin (Deutschland) GmbH, Kirchnerstrae 6-8, 60311
Frankfurt am Main to clients domiciled or having their registered office in Germany and is directed exclusively at institutional clients who intend
to conclude investment business exclusively as entrepreneurs for commercial purposes. This clientele is limited to credit and financial services
institutions, capital management companies and insurance companies, provided that they have the necessary permission for the business
operation and are subject to supervision, as well as medium and large corporations within the meaning of the German Commercial Code (sec-
tion 267 (2) and (3) HGB).

Gibraltar: This marketing document is distributed from Gibraltar by Bank J. Safra Sarasin (Gibraltar) Ltd, First Floor Neptune House, Marina Bay,
Gibraltar to its clients and prospects. Bank J. Safra Sarasin (Gibraltar) Ltd whose Registered Office is 57 /63 Line Wall Road, Gibraltar offers
wealth and investment management products and services to its clients and prospects. Incorporated in Gibraltar with registration number
82334. Bank J. Safra Sarasin (Gibraltar) Ltd is authorised and regulated by the Gibraltar Financial Services Commission. Telephone calls may
be recorded. Your personal data will be handled in accordance with our Data and Privacy Statement. Where this publication is provided to you
by Bank J. Safra Sarasin (Gibraltar) Limited: This document is approved as a marketing communication for the purposes of the Financial Ser-
vices Act 2019. Nothing in this document is intended to exclude or restrict any liability that we owe to you under the regulatory system that
applies to us, and in the event of conflict, any contrary indication is overridden. You are reminded to read all relevant documentation before
making any investment, including risk warnings, and to seek any specialist financial or tax advice that you need. You are not permitted to pass
this document on to others, apart from your professional advisers. If you have received it in error please return or destroy it.

Hong Kong: This document is disseminated by Bank J. Safra Sarasin Ltd, Hong Kong Branch in Hong Kong. Bank J. Safra Sarasin Ltd, Hong
Kong Branch is a licensed bank under the Hong Kong Banking Ordinance (Cap. 155 of the laws of Hong Kong) and a registered institution under
the Securities and Futures Ordinance (cap. 571 of the laws of Hong Kong).

Luxemburg: This publication is distributed in Luxembourg by Banque J. Safra Sarasin (Luxembourg) SA (the “Luxembourg Bank”), having its
registered office at 17-241, Boulevard Joseph I, L-1840 Luxembourg, and being subject to the supervision of the Commission de Surveillance
du Secteur financier — CSSF. The Luxembourg Bank merely agrees to make this document available to its clients in Luxembourg and is not the
author of this document. This document shall not be construed as a personal recommendation as regards the financial instruments or products
or the investment strategies mentioned therein, nor shall it be construed as and does not constitute an invitation to enter into a portfolio
management agreement with the Luxembourg Bank or an offer to subscribe for or purchase any of the products or instruments mentioned
therein. The information provided in this document is not intended to provide a basis on which to make an investment decision. Nothing in this
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document constitutes an investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appro-
priate for individual circumstances. Each client shall make its own appraisal. The liability of the Luxembourg Bank may not be engaged with
regards to any investment, divestment or retention decision taken by the client on the basis of the information contained in the present docu-
ment. The client shall bear all risks of losses potentially incurred as a result of such decision. In particular, neither the Luxembourg Bank nor
their shareholders or employees shall be liable for the opinions, estimations and strategies contained in this document.

Monaco: In Monaco this document is distributed by Banque J. Safra Sarasin (Monaco) SA, a bank registered in “Principauté de Monaco” and
regulated by the French Autorité de Controle Prudentiel et de Résolution (ACPR) and Monegasque Government and Commission de Contrdle
des Activités Financiéres («<CCAF»).

Panama: This publication is distributed, based solely on public information openly available to the general public, by J. Safra Sarasin Asset
Management S.A., Panama, regulated by the Securities Commission of Panama.

Qatar Financial Centre (QFC): This material is intended to be distributed by Bank J. Safra Sarasin (QFC) LLC, Qatar [“BJSSQ”] from QFC to
Business Customers as defined by the Qatar Financial Centre Regulatory Authority (QFCRA) Rules. Bank J. Safra Sarasin (QFC) LLC is authorised
by QFCRA. This material may also include collective investment scheme/s (Fund/s) that are not registered in the QFC or regulated by the
Regulatory Authority. Any issuing document / prospectus for the Fund, and any related documents, have not been reviewed or approved by the
Regulatory Authority. Investors in the Fund may not have the same access to information about the Fund that they would have to information
of a fund registered in the QFC; and recourse against the Fund, and those involved with it, may be limited or difficult and may have to be pursued
in a jurisdiction outside the QFC.

Singapore: This document is disseminated by Bank J. Safra Sarasin Ltd., Singapore Branch in Singapore. Bank J. Safra Sarasin, Singapore
Branch is an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110), a wholesale bank licensed under the Singapore
Banking Act (Cap. 19) and regulated by the Monetary Authority of Singapore.

United Kingdom: This document is distributed from the UK by Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch, 47 Berkeley Square, London,
W21J 5AU, to its clients, prospects and other contacts. Bank J. Safra Sarasin (Gibraltar) Ltd offers wealth and investment management products
and services to its clients and prospects through Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch. Registered as a foreign company in the
UK number FCO27699. Authorised by the Gibraltar Financial Services Commission and subject to limited regulation in the United Kingdom by
the Financial Conduct Authority and the Prudential Regulation Authority. Registration number 466838. Details about the extent of our regula-
tion by the Financial Conduct Authority and Prudential Regulation Authority are available from us on request. Registered office 57 - 63 Line Wall
Road, Gibraltar. Telephone calls may be recorded. Your personal data will be handled in accordance with our Data and Privacy Statement.
Nothing in this document is intended to exclude or restrict any liability that we owe to you under the regulatory system that applies to us, and
in the event of conflict, any contrary indication is overridden. You are reminded to read all relevant documentation relating to any investment,
including risk warnings, and to seek any specialist financial or tax advice that you need. You are not permitted to pass this document on to
others, apart from your professional advisers. If you have received it in error please return or destroy it.
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