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Monthly economic and strategy forecast update

The soft-landing narrative has recently gained traction amid better than expected growth
in the US and some positive surprises on inflation. However, we expect inflation to remain
sticky and central bank rates to stay elevated for an extended period of time with risks to
our terminal rate projections skewed to the hawkish side. Consequently, we remain scep-
tical of the soft-landing view and continue to forecast a ‘mild’ recession in the US and the
UK, while euro area growth will likely remain anaemic. The trajectory for bond yields will
therefore be somewhat more elevated than previously assumed. Yet we are still looking
for meaningfully lower bond yields over the next 6-12 months.

In currency markets, the resilience of the US economy should translate into dollar
strength, while the euro is facing increasing headwinds. We remain positive on the Japa-
nese yen, yet the pace of its appreciation is set to be slower than previously assumed.
Gold will likely stay range-bound before pushing higher next year, when we expect real
yields to move lower.

Finally, turning to equities, our general view remains unchanged. The market remains
priced for perfection. Valuations remain elevated, even on the basis of optimistic 2024
consensus earnings numbers. These will be difficult to achieve in our base case scenario,
which projects a slowing cycle well into next year. The main change to our forecasts is a
downgrade to our end-year target for euro area equities, which have moved to a “least
preferred” position in April. In terms of sectors, we stick to our (European-focused) defen-
sive preference with value and US small caps looking attractive as compared to growth.
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Our view remains broadly unchanged, with
minor revisions to our forecasts

Exhibit 1: Services activity is falling towards manufacturing levels
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Monthly macro and strategy forecast update

With growth in the US resilient and inflation falling, investors have grown increasingly
confident that the US economy is heading towards a soft landing. Although we
acknowledge these positive developments, we remain sceptical of that view and con-
tinue to forecast a ‘mild’ recession starting around the turn of the year. In Europe,
growth is set to remain anaemic but core inflation will probably be sticky. We continue
to expect central bank rates to stay elevated for an extended period of time with risks
to our terminal rate projections skewed to the hawkish side. The trajectory for bond
yields will therefore be somewhat more elevated, however, we are still looking for
meaningfully lower bond yields over the next 6-12 months. As regards credit, we con-
tinue to prefer high quality and 1G, while advocating a moderate underweight in lower
rated borrowers. We expect a somewhat stronger US dollar and the euro to face some
headwinds in the near term. While we continue to be positive on the Japanese yen, we
have slightly reduced our forecast. Gold will likely stay range bound before pushing
higher next year. Our equity view remains broadly unchanged, as we remain cautious
on the market in general. We prefer defensive exposure, with a focus on Europe, while
value and US small caps are looking attractive as compared to growth.

Global macro

We have made only minor changes to our forecasts this month, following significant revi-
sions in July. On the growth side, we do not see an immediate turning point. Global man-
ufacturing is still under pressure, notably in China and Europe, while the services sector
is generally holding up better, but slowing, and labour markets remain tight (Exhibit 1).
Regional differences mainly reflect the importance of manufacturing in the different econ-
omies. Regarding inflation, the last couple of months have brought some pleasant sur-
prises, notably in the UK and the US (Exhibit 2). However, we remain sceptical that central
banks will manage to bring inflation all the way down to 2% without causing some increase
in unemployment.

Exhibit 2: Inflation surprises have fallen in past months
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Source: Macrobond, Bank J. Safra Sarasin, 02.08.2023

Resilient US growth and falling inflation have
boosted hopes for a ‘soft landing’

2 | Cross-Asset Weekly

2022

2023 2021 2022 2023

—United States —Euro Area —Switzerland —United Kingdom

Source: Macrobond, Bank J. Safra Sarasin, 02.08.2023

The US economy continues to surpass expectations. In the second quarter, GDP expanded
by 2.4% qoq saar, once again outperforming the consensus forecast and exceeding most
estimates of potential growth (Exhibit 3). At the same time, core inflation decreased over
the past two months, including a decline in the closely monitored core services excluding
housing category. Additionally, excess demand for workers has been falling, albeit only
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We continue to expect the US economy to fall
into a ‘mild’ recession at the turn of the year

Contribution to GDP growth QoQ, annualised (%)
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slowly. As a result, financial markets and many economists have grown increasingly con-
fident that the US economy is heading towards a soft landing.

While we also see a potential path leading to such an outcome, we consider it convoluted
and less probable — we explain at depth this view in a recent note (“The soft-landing nar-
rative has returned” — Cross-Asset Weekly, 21.07.2023). Our expectation remains that
the US will fall into a ‘mild’ recession around the turn of the year. If anything, the resur-
gence in economic activity increases the odds that inflation will not come down in a
straight line, and that the Fed will be slow in reversing its stance (Exhibit 4). In our view,
the FOMC will deliver one more interest rate hike this year, with the timing heavily depend-
ent on incoming inflation and labour market data.

2022

Exhibit 3: US Q2 GDP came in stronger than expected Exhibit 4: US inflation is unlikely to come down in a straight line
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Q2 euro area GDP also surprised positively

But surveys suggest that growth will turn
negative again in Q3

Lending conditions suggest that growth will
remain weak at best in coming quarters

Euro area headline inflation should continue
to fall, but core inflation remains sticky
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The preliminary reading for Euro area GDP in the second quarter exceeded our expecta-
tions with a 0.3% qoq rise and highlights upward risks to our below-consensus annual
forecast of 0.2% for 2023 if confirmed when the full set of countries are included in the
second estimate. At this stage, we leave our forecast unchanged for both 2023 and 2024.

Unfortunately, surveys and leading indicators are painting a dim picture for the second
half of the year, with growth projected to remain anaemic at best and a good chance that
output declines again in the third quarter. The manufacturing sector shows no signs of a
recovery and the services sector is facing increasing pressure.

In the goods sector, new orders weakened further in July, while the stock of uncompleted
work should dry up soon. In response to weak demand, more manufacturers are laying off
staff. Adding to the economic challenges, the latest Bank Lending Survey of the European
Central Bank offers a gloomy outlook for future economic activity (Exhibit 5). Tightening
credit standards and declining loan demand will further weaken investment activity, exac-
erbating the existing economic stagnation. Nevertheless, there is a silver lining: the de-
cline in headline inflation should bolster real wages, consumer confidence and spending,
thereby acting as a stabilising force against the effects of tight monetary policy. However,
this tailwind may falter if the recent upturn in energy prices proves to be sustained.

While headline inflation has fallen as expected over past months, services inflation has
picked up further to reach an-all time high of 5.6% in June while negotiated wages across
the bloc continue to move higher (Exhibit 8). Given the recent rise in energy prices and
stickier core inflation rates, we have revised up our inflation forecast from 5.2% to 5.4%
for 2023 and from 2.6% to 2.7% for 2024.


https://publications.jsafrasarasin.com/publ-dl-ch/dl-discl?dl=564F1B2ECBBB2E78BD678E188AB989FD8B5985961DDE10C9DE00DB51DA62EA331FDD54634FA3BF0226D82504D6DFB82C
https://publications.jsafrasarasin.com/publ-dl-ch/dl-discl?dl=564F1B2ECBBB2E78BD678E188AB989FD8B5985961DDE10C9DE00DB51DA62EA331FDD54634FA3BF0226D82504D6DFB82C
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ECB should stay on a hawkish footing even if This should keep the ECB on a hawkish footing. This however, is more likely to be reflected

risks around a further hike have become in its willingness to keep rates elevated for an extended period of time, despite slowing

more balanced growth, instead of tightening policy much further. Our view remains that the ECB will only
raise rates once more in this cycle, although the case is becoming more balanced. As ex-
plained above, indicators suggest that activity will barely expand over the coming quarters,
and GDP is likely to contract in the third quarter. On the other hand, sticky core inflation
and some indications that inflation expectations have drifted higher, such as the 5y5y
break-even rate, might persuade the ECB that additional tightening is still needed.

Exhibit 5: ECB bank lending conditions point to very weak outlook Exhibit 6: Euro area negotiated wages continue their ascent
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Downside risks to our Swiss Q3 GDP forecast We have kept our Swiss GDP forecasts unchanged, at 0.6% for 2023 and at 1% for 2024.
As economic surveys have deteriorated lately, however, downside risks to our projection
for the third quarter have increased.

Switzerland’s inflation is likely to remain con- Inflation in July came in at 1.6% yoy, as expected (Exhibit 7). We maintain our forecast for

tained inflation unchanged (2.2% for 2023 and 2.4% for 2024). Low wage growth and a strong
exchange rate continue to keep inflationary pressures in check. Notably, services inflation
remains below 2%, which suggests that second-round effects have not materialised. Only
regulated rent inflation is likely to pick up in the coming quarters as will electricity prices
at the beginning of next year.

SNB flagged its intention to hike September, We have maintained our forecast that the SNB will implement one final interest rate in-
we are not convinced crease in the upcoming quarters. However, we are not convinced that this needs to occur
in September, as implied by its inflation forecast during their most recent policy meeting.

UK economy is in stagflation but the BoE is Dynamics in the UK economy are similar to those in the euro area and can be character-
likely to tighten policy somewhat further ised as stagflationary, with subdued growth and high inflation rates. The likelihood of a
contraction in activity in the second half of the year is high, in our view, as elevated interest
rates are expected to dampen activity further, particularly in the manufacturing and con-
struction sector. One piece of goods news was the larger-than-expected drop in core in-
flation in June. Moreover, the drop in short-term inflation expectations and a further loos-
ening of labour market conditions should weigh on wage growth over the rest of the year.
We have therefore revised down our inflation forecast for the year to 7.5%, from 7.8%
previously. Yet better news on inflation is unlikely to prevent the Bank of England (BoE)
from tightening monetary policy further in the coming months. Services inflation is cur-
rently at 7.2% year-on-year, and the Monetary Policy Committee (MPC) believes that infla-
tion has become more persistent, with wage and price setting becoming somewhat unsta-
ble (Exhibit 8). This implies that the BoE has become highly data dependent, and, as a
result, backward looking. We therefore see very little growth over our forecast horizon —
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Exhibit 7: Swiss inflation is within the SNB ta

we expect GDP to expand by 0.2% this year and to contract by 0.3% in 2024. While the
upward revision of our projection in July for the terminal rate to 6% looks stretched if in-
flation surprises further to the downside, we still believe that an additional 25bp rate hike
in September is highly likely. Whether that is repeated in November is a more open ques-
tion, and will very much depend on how services inflation behaves between now and then.

rget bands Exhibit 8: BoE is concerned about wage and services inflation
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We expect the Bol to gradually normalise its
monetary policy stance

Exhibit 9: Strong Japanese consumer spending
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Japan’s economy is performing as expected. The manufacturing sector remains under
pressure, but the services sector is benefiting from the reopening of the economy and
from rising labour income (Exhibit 9). We continue to believe that inflation rates are likely
to be more persistent in Japan as well, enabling the Bank of Japan (BolJ) to continue with
the (very) gradual normalisation of its monetary stance. Our GDP growth and inflation pro-
jections remain unchanged.

Exhibit 10: Lower demand for credit and uncertain jobs prospects
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China’s incoming stimulus is unlikely to be a

game changer. We have revised down our
2023 GDP forecast to 5.1%, from 5.6%

5 | Cross-Asset Weekly

2022 2023 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

=PBOC Survey - Bank Loans Demand Index, lhs —Employment Expectation Index, rhs

. Safra Sarasin, 31.07.2023 Source: Macrobond, Bank J. Safra Sarasin, 31.07.2023

China’s economic recovery has lost momentum. With a growth rate of 0.8% qoq, GDP in
the second quarter fell short of expectations. July surveys indicate a weak start to the third
quarter in the industrial sector. The Caixin/S&P Global manufacturing PMI fell to 49.2 last
month, from 50.5 in June, marking the first decline in activity since April. Falling new or-
ders, bleak employment prospects and high inventory levels point to subdued factory ac-
tivity in the coming months. This also suggests that manufacturing activity the rest of the
region is likely to remain under pressure.

However, there is hope for stronger GDP growth in the second half of the year as the gov-
ernment is set to support the economy. Still, the promises of additional stimulus from the
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Politburo were light on details. In our opinion, authorities are likely to roll out targeted
measures to boost growth, such as tax exemptions, initiatives to boost consumer spend-
ing and private investment, and an easing of restrictions for home buyers. But these
measures are unlikely to be large enough to boost growth meaningfully in the second half
of the year. In particular, credit demand has fallen sharply among the private sector, de-
spite lower interest rates, indicating a desire to reduce debt burdens (Exhibit 10, above).
Therefore, we don’t expect China to provide much of a support for the global economy. It
is likely to act as a disinflationary force instead. We have revised down our GDP forecast
for the year to 5.1%, from 5.6%, and inflation to 1.5%, from 1.6%.

Fixed income

No changes to yield forecasts, yields to re- After revising the forecast trajectory for bond yields somewhat higher in July, there are no

main elevated over coming months, a sus- changes this time. Monetary policy continues to be tight, as evidenced by real yields hitting

tained bond rally likely to come later the highest level since 2008, and by inverted yield curves. The cumulative effect of the
sharp monetary tightening is likely not fully reflected in economic activity yet. The US econ-
omy in particular is holding up better than expected, while growth rates in the euro area
and in the UK are more sluggish. Inflationary pressures remain a concern. The core infla-
tion trajectory, in particular in the UK and in the euro area, does not yet exhibit the con-
vincing downward trend which would be necessary for the Bank of England and the ECB
to pause with rate hikes. However, the peak in policy rates is coming closer.

Exhibit 11: Markets price restrictive policy for an extended period Exhibit 12: US Treasury long end premium has continued to build
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Priced policy rate trajectories above neutral Long-term bond yields are a function of expected future central bank policy rates plus a

for an extended period of time risk premium for duration risk. Forward markets already price policy rate trajectories for
developed markets’ (DM) central banks that are substantially above neutral rates for an
extended period of time (Exhibit 11). This is exemplified by the sharp rise in our proxy for
the term premium in the US Treasury market, defined as the priced terminal Treasury
short-term rate minus the Fed’s own estimate of its long-run equilibrium policy rate (Ex-
hibit 12). Over the next few months, markets will continue to grapple with the pricing of
the appropriate policy rate to break the back of inflation, hence volatility in high beta mar-
kets such as the Sterling rates market will continue to run high.

Backdrop for fixed income remains positive, The sharp repricing of developed markets rates structures and the weak economic outlook

although a sustained bond rally will likely continue to provide a positive backdrop for high-quality fixed income instruments over 6
come later to 12 months. Having said that, bond yields will likely drop a bit later than so far expected

6 | Cross-Asset Weekly
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We continue to prefer EM local currency
bonds

Euro and sterling experienced a July bump»

Weakness in global activity argues for a
stronger US dollar and ongoing support for
the Swiss franc, while we expect the euro
and the British pound to weaken

Exhibit 13: Euro and sterling rallied in July,
yet their upward move was quick to reverse
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Source: Macrobond, Bank J. Safra Sarasin, 10.08.2023

We recalibrated our yen forecast to the BoJ’s
recent communication and YCC tweak in July
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as policy rates stay elevated for longer. As regards credit, we continue to prefer high qual-
ity and IG, while advocating a slight underweight in lower rated borrowers.

Most emerging markets (EMs) have seen more resilient growth while inflation has fallen
faster than the market expected. Central banks will likely start their policy rate cut cycle
sooner rather than later, in particular in countries with large policy rate differentials to the
US (e.g. Brazil and Chile). We therefore continue to prefer EM local currency bonds.

EX

FX pairs have seen considerable swings over the past month. Softening inflation combined
with somewhat weaker than expected US nonfarm payrolls pushed European currencies
such as the euro and the pound markedly higher in July, which also reflected the relative
dynamics in bond yields. Yet the rally was quick to die down when data on European ac-
tivity surprised to the downside and markets started to reassess European rate expecta-
tions in the second half of the month (Exhibit 13).

The «immaculate disinflation» scenario remains distinctly possible. Yet we think that on
balance, the degree of global financial tightening argues for a further weakening in global
activity. This should weigh on cyclical currencies, while supporting a stronger US dollar
towards year-end. Moreover, the softening of Chinese activity, as indicated by Tuesday’s
disappointing Chinese export and import data, highlights that more downside for the euro
is likely. The state of China’s economy should be less of a concern for the UK, but we
believe that sterling should trend lower once the BoE has delivered its final policy rate
hike. Moreover, stretched speculative long positions suggest that sterling is prone to a
repositioning (Exhibit 14). The Swiss franc should remain well-supported into 2024 as the
Swiss inflation advantage is set to remain sizeable for longer. In consequence, we left
most of our July FX forecasts unchanged.

Exhibit 14: Net speculative positions on
sterling are among the most stretched
CFTC COT net speculative positions, 2y z-score

Exhibit 15: With the latest YCC tweak, the
BoJ allows JGB yields to rise gradually
Japanese Government Bond (JGB) 10y yield in bps
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The BoJ’s tweak to its yield curve control (YCC) policy at its July meeting warrants a small
adjustment to our yen forecast. We have long held the view that the BoJ would scrap its
YCC policy more swiftly once strong evidence on a sustainable increase of underlying in-
flation emerged. The BoJ’'s communication and the recent adjustment to its YCC policy
however point to a more gradual approach. The added flexibility to the upper band of the
YCC (Exhibit 15) suggests that the BoJ wants to engineer a gradual rise in yields. This will
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We expect gold to trade range-bound over
the coming months

Cautious on equities despite solid Q2 earn-
ings as recession base case remains

Exhibit 16: US consensus EPS ticked higher after solid Q2 reporting

translate into a slower pace of yen appreciation that will continue to drag on throughout
the coming year. As a result, we recalibrated our yen forecast accordingly.

We left our forecasts on gold unchanged as we think that the precious metal will be range
bound over the coming months. On the one side, the stronger dollar should represent a
headwind. On the other side, we might see a pickup in market volatility as the macro out-
look becomes more uncertain, which would provide some support. We expect gold to make
more meaningful gains in the coming year, when markets start to reassess the prospects
for policy rate cuts, which should also push real yields significantly lower.

Equities

We remain cautious on global equities as we continue to expect the global cycle to cool in
the second half of the year and into 2024. Even though 2023 consensus earnings have
received a boost from stronger than expected Q2 reporting (Exhibit 16), we see downside
potential to earnings estimates. In particular to 2024 numbers, which consensus still pro-
jectstorise by 12% over 2023 in the US. With valuations already stretched, even on these
optimistic 2024 consensus EPS numbers, we would caution against adding risk in equities
(Exhibit 17). Fading economic strength in H2 may well lead the market to reprice to more
moderate valuation levels.

Exhibit 17: Valuations remain elevated, even on a 2024 EPS basis
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Source: Refinitiv, Bank J. Safra Sarasin, 09.08.2023

Downgrade of euro area end-year target as
recession looms and China demand weakens

Exhibit 18: Softening China credit data headwind for European cycle
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Source: Refinitiv, Bank J. Safra Sarasin, 09.08.2023

One change we are making to our end-year targets is in the euro area. After downgrading
euro area equities to least preferred in April, we remain cautious on the region and lower
our end-year target for the MSCI EMU to 4000, which would imply around 8% downside
from current levels. The market backdrop in Europe remains challenging. The boost from
a Chinese reopening, which helped parts of the euro area equity market at the beginning
of the year, has faded and should increasingly weigh on the European cycle (Exhibit 18).
Domestically, inflation has remained sticky while the economy is set shrink in the third
quarter. We would expect the strong rebound in euro area earnings of the past 1.5 years
to fade as a result (Exhibit 19).

Exhibit 19: Euro area earnings are at the highest relative since 2017
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In the euro area in particular, we prefer de- Furthermore, we stick to our defensive positioning, in particular in the euro area, where a

fensives over cyclicals weakening cycle has started to weigh on cyclicals’ relative performance. As we expect the
cycle to remain soft and given that valuations of cyclicals vs defensives are at levels at
which they have always peaked in the last decade (except in 2020), we think the odds are
clearly in favour of the more defensive end of the market (Exhibits 20, 21).

Exhibit 20: A softening euro area cycle is set to weigh on cyclicals Exhibit 21: Relative valuations of EMU cyclicals at typical cycle peak
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Source: Refinitiv, Bank J. Safra Sarasin, 09.08.2023 Source: Refinitiv, Bank J. Safra Sarasin, 09.08.2023

Tactical preference for UK and Swiss equi- Lastly, from a regional point of view, we continue to prefer UK equities, given their mixture

ties, more cautious on EMU of value and defensiveness as well as the potential lift they may receive from a weakening
sterling. We also think that Swiss equities continue to look attractive, while other Euro-
pean markets are likely to suffer on a relative basis in a deteriorating macro environment.
US equities and the tech sector remain our key preference from a structural point of view,
yet tactically no other market looks as stretched, leaving little room for outperformance in
the short term.

9 | Cross-Asset Weekly
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Stock Index Price Targets

08.08. 4Q23 2024 4Q24
S&P 500 4499 4000 4'300 4600
USA 2 MSCIUK 2’147 2’150 2'225 2’300
Eurozone v DJ Euro Stoxx 50 4’289 4’000 4’250 4’500
Switzerland A  DAX 15’775 15’000 15’900 16’800
United Kingdom A swml 11'057 11’500 12’050 12’600
Japan ¥ Mscl Japan 1’403 1’300 1’400 1’500
Emerging Markets 2  MSCIEM 1’004 1’000 1’025 1’050
China = MSCI China 64 65 68 70
Koy Pollcy Rates n
Energy > 08.08. 4Q23 2Q24 4Q24
Materials ¥  USFed Funds 5.50 5.75 5.25 3.75
Industrials ¥ EUR Depo Rate 3.75 4.00 4.00 2.75
Consumer Discretionary > SNBTargetRate 1.75 2.00 2.00 1.50
Consumer Staples 4  BoE Base Rate 5.25 6.00 5.50 3.50
Health Care A BOJ Policy Balance Rate -0.10 -0.10 0.15 0.15
Banks 2 Bond Yields (10yr Benchmark)
Insurance > 08.08. 4Q23 2024 4024
Information Technology > UsA 4.02 3.85 3.65 3.35
Communication Services > Germany 2.44 250 2.25 2.05
Real Estate P Switzerland 0.97 1.30 1.20 1.20
Utilities A United Kingdom 4.38 3.95 3.85 3.50
Japan 0.60 0.75 0.75 0.75
US Treasuries =  FX-Forecasts
German Bunds > 08.08. 4Q23 2Q24 4Q24
UK Gilts 2 EUR-CHF 0.96 0.96 0.96 0.95
Swiss Eidgenossen 2  EUR-USD 1.09 1.05 1.08 1.10
IG Credit =  EUR-GBP 0.86 0.84 0.88 0.90
HY Credit ¥ GBP-USD 1.27 1.25 1.23 1.22
EM USD Government Bonds ¥ usD-JpY 143 130 125 120
USD-CHF 0.88 0.91 0.88 0.86
) > v USD-CNY 7.21 7.10 7.05 7.00
Overweight Neutral Underweight  Gold, USD per ounce 1’928 1’930 1’990 2’050
Asset class views (overweight, neutral, un- Macro Forecasts
derweight) express a tactical recommenda- 2022 2023 2024
tion with a 3-month horizon. Tactical views us GDP 21 18 -0.3
might diverge from year-end stock index CPI 8.0 3.9 2.2
targets, which are based on our long-term  Euroland GDP 3.3 0.2 0.5
economic and interest rate forecasts. CPI 8.4 54 2.7
Switzerland GDP 2.1 0.6 1.0
CPI 2.8 2.2 2.4
UK GDP 4.1 0.2 -0.3
CPI 9.1 7.5 3.0
Japan GDP 1.0 1.3 0.9
CPI 2.5 3.0 2.0
China GDP 3.0 5.1 4.5
CPI 2.0 1.5 1.5
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Economic Calendar

Week of 14/08 - 18/08/2023
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Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 14.08.2023

Tuesday, 15.08.2023

N 01:50 GDP SA QoQ 2QP qoq 0.7% 0.7%
01:50 GDP ann. SA QoQ 20P qgoq 2.9% 2.7%

GE 11:00 ZEW expectations Aug Index -- -14.70

EU 11:00 ZEW expectations Aug Index - -12.20

us 14:30 Retail Sales Control Group Jul mom 0.4% 0.6%
14:30 Empire Manufacturing Aug Index -0.80 1.10
16:00 Business Inventories Jun mom 0.2% 0.2%
16:00 NAHB Housing Market Index Aug Index 56.00 55.00

Wednesday, 16.08.2023

UK 08:00 CPIYoY Jul yoy -- 7.9%
08:00 CPI Core YoY Jul yoy - 6.9%

EU 11:00 GDP SA QoQ 2QP qoq - 0.3%
11:00 GDP SAYoY 2QP yoy -- 0.6%

us 13:00 MBA Mortgage Applications Aug04 wow = -3.0%
14:30 New York Fed Services Bus. Act. AugO4 Index = 0.00
15:15  Industrial Production MoM Jul mom 0.4% -0.5%
15:15 Capacity Utilization Jul % 79.3% 78.9%
20:00 FOMC Minutes Jul26

Thursday, 17.08.2023

us 14:30 |Initial Jobless Claims AugO05 1'000 - -
14:30 Philadelphia Fed Business Outl. Aug Index -11.10 -13.50
16:00 Leading Index Jul mom -0.4% -0.7%

Friday, 18.08.2023

JN 01:00 Natl CPI Ex Food, Energy YoY Jul yoy - 3.3%

UK 08:00 Retail Sales Ex Auto Fuel MoM Jul mom -- 0.8%
08:00 Retail Sales Ex Auto Fuel YoY Jul yoy -- -0.9%

Source: Bloomberg, J. Safra Sarasin as of 08.08.2023
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A 1W (bp) AYID (bp) TRYTDin%
Swiss Eidgenosse 10 year (%) 1.01 -2 -60 5.3
German Bund 10 year (%) 2.53 -3 -4 1.5
UK Gilt 10 year (%) 4.36 -4 69 2.4
US Treasury 10 year (%) 411 7 23 0.1
French OAT - Bund, spread (bp) 53 0 -1
Italian BTP - Bund, spread (bp) 162 -3 -53
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11,150 17.8 0.6 7.0
DAX - Germany 15,997 11.5 0.6 14.9
MSCI Italy 904 8.1 -0.1 20.0
IBEX - Spain 9,502 9.8 2.1 19.2
DJ Euro Stoxx 50 - Eurozone 4,384 12.5 1.9 19.0
MSCI UK 2,175 11.0 1.7 4.4
S&P 500 - USA 4,469 20.6 -0.7 17.5
Nasdaqg 100 - USA 15,129 27.4 -1.4 39.0
MSCI Emerging Markets 1,008 13.6 -0.7 7.7
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.88 7.6 0.5 -5.2
EUR-CHF 0.96 5.3 0.2 -2.6
GBP-CHF 1.11 7.0 0.1 -0.4
EUR-USD 1.10 6.8 -0.1 2.7
GBP-USD 1.27 7.8 -0.3 5.2
USD-JPY 144.7 9.5 2.1 10.4
EUR-GBP 0.86 5.6 0.2 -2.3
EUR-SEK 11.76 7.8 1.0 5.4
EUR-NOK 11.34 10.7 1.6 8.0
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 106 11.1 0.8 -6.2
Brent crude oil - USD / barrel 87 21.5 1.5 2.1
Gold bullion - USD / Troy ounce 1,916 9.6 -0.9 5.0

Source: J. Safra Sarasin, Bloomberg as of 08.08.2023
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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.

This publication constitutes marketing material. If it refers to a financial instrument for which a prospectus and/or a key investor/information
document exists, these are available free of charge from Bank J. Safra Sarasin Ltd, Elisabethenstrasse 62, P.O. Box, CH-4002 Basel, Switzer-
land.

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 or a 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,
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timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the
foregoing, 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)

SMiI

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, Kirchnerstrae 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, Kirchnerstrae 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, Kirchnerstrafe 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 17-21, Boulevard Joseph II, L-1840 Luxembourg, and being subject to the supervision of the Commission de Surveillance
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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
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 Contrdle 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,
W1J 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 FCO027699. 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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