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Don’t underestimate the US consumer

Concerns about the US consumer's health have risen in recent months as the labour mar-
ket has cooled. These fears may be overdone. Household net wealth has grown signifi-
cantly, cash reserves are ample, and debt service ratios remain near historic lows. While
poorer households face increasing financial strain, with high borrowing costs and rising
delinquency rates on consumer loans, a resilient labour market and forthcoming interest
rate cuts should offer some relief.

Over in the US rates space, we look at seasonal effects in the US treasury market. Over
the past 20 years, 10-year yields have mostly risen in September and October in particu-
lar. However, rate cut cycles, most of which took place before 2004, eclipsed these sea-
sonal effects. The Fed is about to start an easing cycle in September and although market
expectations for policy easing look ambitious, actual Fed cuts tend to maintain downward
pressure on policy rate expectations and bond yields. Therefore, the typical Septem-
ber/October effect for US yields should be less pronounced this time.

Finally, China’s export prices have continued to fall this year, in line with our earlier expec-
tation. There is evidence that Chinese government subsidies have led to lower export

prices in metal, furniture and autos. These subsidized products have gained market share,
particularly in emerging markets as they face more barriers in developed markets.
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Concerns about the health of the US con-
sumer have grown

We think those are likely overstated, for
three reasons:
(1) Net wealth has risen over the past year

(2) The household sector still sits on ample
cash balances

Exhibit 1: Households have grown richer in all wealth cohorts

US macro
Household sector - healthy but disparate

Concerns about the US consumer's health have risen in recent months as the labour
market has cooled. These fears may be overdone. Household net wealth has grown
significantly, cash reserves are ample and debt service ratios remain near historic
lows. While poorer households face increasing financial strain, with high borrowing
costs and rising delinquency rates on consumer loans, a resilient labour market and
forthcoming interest rate cuts should offer some relief.

Concerns about the health of the American consumer, and by extension the economy,
have grown in recent months. Indeed, delinquency rates on credit card debt and other
consumer loans have risen further and the labour market is cooling.

We believe these worries are likely overstated, for three reasons. First, household net
wealth has continued to increase as equity and house prices have climbed. By the end of
the first quarter, net wealth had grown by 17 percentage points of GDP compared with the
previous year. This typically correlates with growing, not shrinking, consumption. What’'s
more, all wealth brackets have seen significant gains in net wealth over the past few years,
with those in the bottom half of the wealth distribution nearly tripling their net wealth since
2019 (Exhibit 1).

Second, households are still sitting on ample cash reserves, with cash holdings in bank
accounts and mutual funds roughly matching their total debt. In a world where cash and

debt were evenly distributed, households could almost pay off all their debts (Exhibit 2).

Exhibit 2: Households have enough cash to cover their loans
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Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024

(3) The debt service ratio remains near record
lows

Still, less wealthy households have been in-
creasingly struggling, with delinquency rates
on consumer loans rising steadily
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Loans, trillion USD ==Cash, trillion USD ==Loans to households as share of cash, %

Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024

Third, the debt service ratio remains near record lows, at under 10% of disposable income,
despite elevated interest rates on credit cards and other consumer loans (Exhibit 3). This
is because mortgages, which account for about 70% of household debt, are still being
serviced at low effective rates —3.9% on average —thanks to households locking in fixed
rates when interest rates were at historic lows (Exhibit 4).

Beneath these healthy aggregate figures, however, the situation has worsened, especially
for poorer households. Delinquency rates on credit cards, auto loans, and other consumer
loans have risen markedly in recent years. Research by the St Louis Fed highlights that



https://www.stlouisfed.org/on-the-economy/2024/may/broad-continuing-rise-us-credit-card-debt-delinquency
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Exhibit 3: Total debt service ratio remains very low ...

Debt service ratios, % disposable personal income

the rise in the share of people with delinquent credit card debt has been particularly pro-
nounced in the poorest ZIP codes.

Exhibit 4: ... reflecting low effective mortgage rates
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To some extent, delinquencies are reverting
to more normal levels

But elevated interest rates and lower cash
balances in the last two years have squeezed
poorer households

Lower interest rates should provide some re-
lief. But a further cooling of the labour mar-
ket would likely lead to additional Fed cuts

Exhibit 5: Delinquencies on consumer loans
are rising

90 days or more in deliquency, share of total, %

13
1
9 8.5
; o
5 4.4
3
1
2000 2005 2010 2015 2020 2025

= Credit Card = Auto = Other

Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024
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Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024

One likely explanation is that delinquency rates are reverting to more typical levels after
falling to extraordinary lows during the pandemic, likely due to temporary assistance pro-
grams. Yet present levels of credit card and other consumer loans delinquencies are
greater than pre-pandemic levels, suggesting that a trend which began prior to the pan-
demic has accelerated (Exhibit 5).

Tight monetary policy is clearly a factor. Interest rates on credit card debt have risen from
around 15% in early 2022, before the Fed began raising rates, to nearly 22% by the end
of the first quarter of this year. Over the same period, cash holdings among households in
the bottom half of the wealth distribution fell by $60bn, while their consumer loans in-
creased by $100bn. In other words, less wealthy households appear to have financed their
consumption in recent years at increasingly higher costs (Exhibit 6).

A resilient labour market and the prospect of lower interest rates in the coming months
should provide some relief to struggling households. However, with some surveys indicat-
ing growing pessimism about personal finances among middle-income households, it is
not surprising that Jay Powell has hinted at the possibility of 'insurance’' cuts if the labour
market were to cool down further (Exhibit 7).

Exhibit 6: Poorer households have been
spending their cash balances and more

Exhibit 7: Growing pessimism about personal
finances
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There is a distinct September/October effect
in the US Treasury market over the past 20
years

Seasonality for 10y yields is likely caused by
patterns in bond issuance and seasonal
money flows between different asset classes

Exhibit 1: Clear seasonality in US 10y yields over the past 20 years
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Fed cuts to counteract seasonal effect for US yields

We find distinct seasonal effects in the US treasury market over the past 20 years with
10-year yields more likely to go up in September and October in particular. However,
if we extend the look-back window further to 1980, this distinct seasonality almost
disappears. We find that eight of the ten easing cycles since 1980 took place before
2004, usually starting between June and October, and they completely reversed the
usual seasonality. The Fed is about to start an easing cycle in September and although
market expectations for policy easing look ambitious, actual Fed cuts tend to main-
tain downward pressure on policy rate expectations and bond yields. Therefore, the
typical September/October effect for US yields should be less pronounced this time.

10-year US Treasury yields hit the lowest level for the year at the beginning of August as
softer labour market data and ongoing disinflation opened the way to lower policy rate
expectations. Over the past years, however, in the September to October period, 10-year
Treasury yields have tended to go up, sometimes quite sharply. It so happened last year
again when yields surged by 100bp from August to October. Therefore, we take a closer
look at this apparent seasonal pattern for US 10-year Treasury yields and explore how
relevant it is in the current environment.

The main reasons for seasonal effects likely come from bond supply patterns and behav-
ioural patterns from the demand side:

(1) Bond issuance:

Corporate bond issuance at the beginning of the year and in September and October
tends to put upward pressure on yields, while the lack of supply during the summer
lull usually has the opposite effect. The month of January seems to be less affected
since institutional investors have a lot of cash to absorb large issuance at the begin-
ning of the year. US Treasury issuance is less seasonal, but the refunding announce-
ments can be a driver for yield moves in the short term.

Seasonal patterns from the demand side:

Equity markets tend to perform worse than average during the summer months as
traders and investors de-risk before they head off to the beach. This usually benefits
fixed income markets as money flows to safer fixed income markets or cash. The re-
verse usually happens after the summer as the risk-off flows are unwound causing
yields to rise again.

Exhibit 2: Seasonality hardly visible if we extend window to 1980
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Distinct seasonal patterns over shorter look- To get a better sense of what is going on, we compare monthly yield changes for 10-year

back periods, but they vanish over longer win- US Treasury bonds back to 1980. Over the past 5, 10 or even 20 years, we find distinct

dows seasonal effects: Yields are much more likely to go up in September/October as well as in
February, June and December. In all other months, yields have a higher probability of mov-
ing lower. However, if we extend the lookback window to 1980, the distinct seasonality
observable over shorter periods almost completely disappears (Exhibits 1, 2).

Exhibit 3: Ten periods of policy easing since 1980, eight of which took place before 2004
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Policy easing cycles eclipse seasonality Changes in policy rate expectations are the main driver for bond yields. The fact that sea-

sonal effects disappear when we extend the window to 1980 strongly suggests that policy
rate expectations must have eclipsed the seasonal patterns that we have observed over
shorter windows, in particular in past August to October windows. In fact, there have been
ten periods of policy easing since 1980, eight of which took place before 2004 (Exhibit 3).
In eight out of the ten periods, cuts started between June and October (Exhibit 4). There-
fore, it should come as no surprise that during these easing cycles yields fell between June
and October, a mirror image from the seasonality observed since 2004 (Exhibit 5).

Exhibit 4: In eight out of the ten easing cycles since 1980, cuts Exhibit 5: ... leading to lower yields between June and October, a mir-

started between June and October .... ror image from the seasonality since 2004
# of occurrences % of positive monthly 10y US Treasury yield changes
4.0 100% -
3.0 - 5% -
2.0 - 50% -
1.0 fj I 25% |
0.0 - T T T T 0% T
S & & e & O g FEEE R I Y ST S
KA AR A R B S FFE T V@ & S
e & S & R L& O ¢ &
m Specific month when an easing cycle started, since 1980 Fed easing cycles (since 1980) ~  ====- 50% line
Source: Bloomberg, Bank J. Safra Sarasin, 29.08.2024 Source: Bloomberg, Bank J. Safra Sarasin, 29.08.2024

The current easing cycle will likely counter- The Fed is about to start an easing cycle in September and although market expectations

act seasonal effects for US yields for policy easing look somewhat ambitious, actual Fed cuts tend to maintain downward
pressure on policy rate expectations and bond yields. Therefore, the typical Septem-
ber/October effect for US treasury yields should be less pronounced this time.
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China’s export prices continue to fall

Empirical evidence shows that state subsi-
dies have lowered export prices only in some
sectors such as metal, furniture and auto

Exhibit 1: China’s export prices have been falling since May 2023

China, Export Volume and Price, % yoy
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Emerging markets macro
Is China exporting deflation to EMs?

China’s export prices have continued to fall this year, in line with our earlier expecta-
tion. There is evidence that Chinese government subsidies have led to lower export
prices in metal, furniture and the auto industry. These subsidised products have par-
ticularly gained market share in emerging markets (EMs) as they face more barriers
in developed markets. We find evidence of China exporting deflation to two EMs: Bra-
zil and Thailand. Cheaper imports from China have contributed directly to the disinfla-
tion process, while increased competition from Chinese imports could continue to ex-
ert downward pressure on consumer prices.

China’s export prices have continued to fall this year, in line with our expectation from last
December (Exhibit 1). Weak domestic demand has driven Chinese companies to expand
abroad. Indeed, the share of imports from China has risen across major EMs since 2018
(Exhibit 2). In the sectors that are related to the housing industry, large overcapacity due
to the housing correction has driven down prices. The steel sector is a prime example of
this. A change in technology (that has been aided by government incentives) and fierce
competition among producers have driven down prices in the auto industry.

One popular notion is that China’s falling export prices have been a direct result of state
subsidies. A recent IMF study, however, shows that there is only weak evidence that
China’s state subsidies have lowered export prices on average. But at the sectoral level,
they find evidence of subsidies leading to lower export prices and higher export quantities
in metal products, furniture and the auto industry. For other industries, such as electrical
machinery, the subsidies seem to have promoted quality upgrading and not led to lower
export prices.

Exhibit 2: Share of imports from China has increased in most EMs
EM, Share of Import from China, % Total
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Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024

China’s subsidised products have particu-
larly gained market share in EMs as they face
more barriers in DMs
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Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024

The same IMF study also finds that these subsidised products have gained more market
share in emerging markets (EM) than in developed markets (DMs). One possible explana-
tion is that China’s subsidised products may face more scrutiny and higher barriers in DMs
through retaliation policies and countervailing duties. The steel sector, again, is a good
example (Exhibit 3). Chinese steel has been subject to tariffs in the US since 2018 and to
anti-dumping duties in the EU. EM governments have reacted much more slowly to the
increased steel imports from China. In Vietnam, an anti-dumping investigation started in


https://publications.jsafrasarasin.com/publ-dl-ch/dl-discl?dl=564F1B2ECBBB2E78BD678E188AB989FD8B5985961DDE10C99BF0E9D565CDB4029AE267186D8005ABD7A83E78DAEAB1CE
https://publications.jsafrasarasin.com/publ-dl-ch/dl-discl?dl=564F1B2ECBBB2E78BD678E188AB989FD8B5985961DDE10C99BF0E9D565CDB4029AE267186D8005ABD7A83E78DAEAB1CE
https://www.imf.org/en/Publications/WP/Issues/2024/08/15/Trade-Implications-of-China-s-Subsidies-552506
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June, but has not yet resulted in a policy action. The Korean government has been mulling
over the same issue without any decision yet.

The increase in imports from China reflects Parts of the increase in imports from China reflect supply chain lengthening and trade

both China’s supply chains and the penetra- diversion following the US-China trade tensions that started in 2018. But the rise in import

tion of some consumer goods such as pas- penetration is not only in the raw materials and intermediate products. Imports of con-

senger cars sumer goods from China have also risen. The case in point is passenger cars. The rest of
the world has imported more Internal Combustion Engine (ICE) cars from China as produc-
ers have large spare capacity resulting from slowing demand. But imports of New Energy
Vehicles (NEVs) have also increased rapidly from a low base. Again, the US and the EU
have raised tariffs on NEVs from China, while most EMs have not (Exhibit 4).

Exhibit 3: China’s steel exports mostly end up in EMs Exhibit 4: China’s passenger car exports have increased since 2020
China, Export of Iron and Steel by Country, USD Billion China, Export of Vehicles, Value and Volume
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Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024 Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024

In Brazil, cheaper consumer durable imports Have we seen any clear evidence of China exporting deflation to EMs? We look at two EMs

contributed to disinflation in 2023 that have been in the top five EM destinations for Chinese passenger cars (especially
NEVs) exports: Brazil and Thailand. We assume that a large part of Brazil's durable con-
sumer goods is passenger vehicles. Brazil has experienced falling /mport prices for dura-
ble consumer goods, while consumer prices for durable goods have been flat since 2023
(Exhibit 5). While Brazil is a rather closed economy, competition from imports may have
put pressure on overall consumer prices for durable goods. The flatlining of durable goods
prices has contributed to the disinflation process from the second half of 2023. Consumer
price inflation of durable goods has not fallen as much as its import price counterpart in
the latest period, however (Exhibit 6). This could be a result of weaker Brazilian real.

Exhibit 5: Falling import prices for durable consumer goods in Brazil  Exhibit 6: Falling consumer prices for durable goods

Brazil, Import Prices, % yoy Brazil, CPI Inflation, % yoy
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Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024 Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024
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Increased competition from Chinese imports
has exerted downward pressure on Thai infla-
tion

Exhibit 7: Vehicle import from China grew significantly in Thailand

Thailand, Import from China, % Total Import
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In Thailand, the Bank of Thailand (BOT) said at its latest Monetary Policy Committee’s
press conference that increased competition from imported goods from China has exerted
downward pressure on Thai inflation. The BOT’s study finds that import prices of consumer
durables from China have fallen by around 10% from the beginning of 2023 to mid-2024.
A big part of this is likely passenger cars (Exhibit 7). Prices of non-durable imports from
China have also fallen slightly over the same period. The large fall in consumer durable
import prices from China has contributed to a flat overall durable import price index in
2023. In the consumer price index, prices of vehicles have been flat for many years, but
prices of household durable items have been falling. This has contributed to very low core
inflation at close to zero for quite some time (Exhibit 8).

Exhibit 8: CPI inflation is at the low end of the BOT’s target
Thailand, CPI Inflation, % yoy
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Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024

Cheaper imports from China have contrib-
uted to disinflation in both countries
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Source: Macrobond, Bank J. Safra Sarasin, 29.08.2024

Our main conclusion is that there is enough evidence that China has exported deflation to
EMs. Interestingly, Brazil has recently hiked its tariffs against Chinese NEVs and anti-
dumping duties against Chinese steel. While other imported household goods could still
contribute to lower inflation, China’s support to Brazil’s disinflation process will likely de-
cline going forward.


https://www.bot.or.th/content/dam/bot/documents/en/our-roles/monetary-policy/mpc-publication/press-statement/SlideMPC_2024_4.pdf
https://www.bot.or.th/content/dam/bot/documents/en/our-roles/monetary-policy/mpc-publication/press-statement/SlideMPC_2024_4.pdf
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Economic Calendar
Week of 02/09 - 06/09/2024

Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 02.09.2024

IT 09:45 Italy Manufacturing PMI Aug Index - 47.40

Tuesday, 03.09.2024

us 14:30 ISM Manufacturing Index Aug Index 47.80 46.80
14:30 ISM New Orders Aug Index - 47.40
14:30 ISM Employment Aug Index - 43.40

Wednesday, 04.09.2024

us 13:00 MBA Mortgage Applications Au23 wow - -

CA 15:45 Bank of Canada Rate Decision Sep04 % 4.25% 4.50%

us 16:00 Factory Orders Ex Transport Jul mom - 0.10%
16:00 JOLTS Job Openings Jul 1'000 -- 8184k
20:00 Federal Reserve Beige Book

Thursday, 05.09.2024

EU 11:00 Retail Sales MoM Aug mom 0.10% -0.30%
11:00 Retail Sales YoY Aug yoy - -0.30%

us 14:15 ADP Employment Change Aug 1'000 145k 122k
14:30 |Initial Jobless Claims Aug31 1'000 =
14:30 Continuing Claims Aug24 1'000 -- --
16:00 ISM Services Index Aug Index 50.90 51.40

Friday, 06.09.2024

JN 07:00 Leading Index Cl Jul Index - 109.00

us 14:30 Change in Nonfarm Payrolls Aug Index 160k 114K
14:30 Unemployment Rate Aug Index 4.20% 4.30%

Source: Bloomberg, J. Safra Sarasin as of 29.08.2024
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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 (%) 0.47 5 -23 2.5
German Bund 10 year (%) 2.27 5 25 -0.2
UK Gilt 10 year (%) 4.02 13 48 -0.6
US Treasury 10 year (%) 3.87 7 -1 3.2
French OAT - Bund, spread (bp) 72 1 18
Italian BTP - Bund, spread (bp) 138 4 -30
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 12’418 19.2 0.9 15.0
DAX - Germany 18913 13.9 2.3 12.9
MSCI Italy 1’104 9.4 2.8 15.1
IBEX - Spain 11’359 10.9 1.8 16.1
DJ Euro Stoxx 50 - Eurozone 4’966 14.0 1.7 13.0
MSCI UK 2'397 12.5 1.2 11.6
S&P 500 - USA 5692 23.4 0.4 18.3
Nasdaqg 100 - USA 19’325 29.9 -0.9 15.5
MSCI Emerging Markets 1’095 13.0 -0.5 9.3
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.85 8.4 0.0 0.7
EUR-CHF 0.94 6.6 -1.1 1.1
GBP-CHF 1.12 7.7 -0.4 4.2
EUR-USD 1.11 6.7 -1.0 0.3
GBP-USD 1.32 7.5 -0.4 3.4
USD-JPY 144.8 11.5 0.3 2.7
EUR-GBP 0.84 4.8 -0.7 -3.0
EUR-SEK 11.32 6.7 -0.6 1.7
EUR-NOK 11.62 8.7 -0.7 3.6
Commodities Level 3M realised AWin % YTD in %
volatility
Bloomberg Commodity Index 97 11.4 1.3 -1.5
Brent crude oil - USD / barrel 82 31.1 3.5 6.2
Gold bullion - USD / Troy ounce 2'514 14.9 1.2 21.8

Source: J. Safra Sarasin, Bloomberg as of 29.08.2024
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Important Information

This publication has been prepared by Bank J. Safra Sarasin Ltd (the “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 publication.

This publication 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 publication. 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 publication 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 on this publication 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 publication, along with the quoted figures, data and forecasts, may
be subject to change without notice. There is no obligation on the part of the Bank or any other person to update the content of this publication.
The Bank does not accept any liability whatsoever for losses arising from the use of the Information (or parts thereof) contained in this docu-
ment.

Neither this publication 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 publication 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

MSCI Disclaimer: https://www.msci.com/notice-and-disclaimer-for-reporting-licenses

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
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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 J. Safra Sarasin (Middle East) Ltd (“JSSME”) in DIFC
to professional clients as defined by the Dubai Financial Services Authority (DFSA). JSSME 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 restrictions 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, Kirchnerstraf3e 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, Kirchnerstrafle 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, Kirchnerstrafle 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
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
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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 Contréle
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.
Where this publication is provided to you by Bank J. Safra Sarasin (Gibraltar) Limited, London Branch: 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.

© Copyright Bank J. Safra Sarasin Ltd. All rights reserved.
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