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How to position for the debt ceiling X-date

As US debt ceiling negotiations are approaching their final innings and the X-date is mov-
ing closer, we assess the risks priced in the market and how to hedge for an adverse out-
come. While a default on US government debt remains extremely unlikely, the risk of a
government shutdown is very real and may have significant repercussions for the US cycle.
In either scenario, the Japanese yen is our favourite hedge, while gold and the Swiss franc
also stand to benefit in case no agreement can be reached.

While US Treasuries would likely gain if a prolonged shutdown were to trigger a dovish
repricing of the Fed, European fixed income looks more attractive at the current juncture.
An interesting and unusual divergence has opened up between implied central bank rates
inthe US and in Europe, with forward markets pricing ECB and BoE policy rates at or above
the Fed Funds rate up to five years out. This is unusual and not sustainable in our view. It
is likely the result of a phase shiftin respective inflation- and implied policy rate tightening
cycles. These should converge over time, suggesting upside for euro area fixed income
and UK Gilts in particular, relative to US Treasuries.

Contrary to euro area fixed income, euro area equities are no longer looking particularly
attractive. The rally which started in Q4 last year feels exhausted as macro momentum
has peaked and macro surprises have turned negative. Key drivers of the recent move
higher, such as the drop in gas prices, a weaker euro and the demand boost from the
China reopening, have faded or even reversed. We thus reiterate our cautious stance on
euro area equities which we initiated last month. One bright spot in the euro area sector
universe is real estate, which stands to benefit if rates were to drop in the months ahead,
as is our base case.
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US Treasury is projected to run out of money
in early June

Given the divided Congress, fragmentation
within both parties and the experience of
past US debt ceiling talks, the risk of a (par-
tial) US government shutdown is real

On average, the US dollar depreciated mod-
erately prior to the resolution of the last four
US debt ceiling negotiations

Exhibit 1: USD weakened during last four US debt ceiling talks
USD trade-weighted index, # of days before/after end of shutdown (=100)

US debt ceiling
FX hedges for the ‘X-date’

With the US Treasury projected to run out of money in early June, bipartisan talks on
the US debt ceiling remain in the market’s focus. While an eventual default on US
government debt remains extremely unlikely, the risk of a (partial) US government
shutdown is very real. In this event, the Japanese yen is our favourite hedge, while
both gold and the Swiss franc should also gain to some extent.

Bipartisan talks on the US debt ceiling continue to be in focus as the «X-date» — the day
on which the Department of Treasury is projected to run out of money — is moving closer.
While this date is widely expected to fall into the first two weeks of June, the exact day is
not entirely clear. Technically, the US government had already reached its borrowing limit
in January and has since been operating under a number of accounting manoeuvres re-
ferred to as «extraordinary measures».

Reports on progress in the talks have been mixed. While Democrats and Republicans have
started to close in on a deal as of yesterday, an array of details still needs clarification,
suggesting that both sides will continue to fight to the very last minute. As this will most
certainly go down to the wire, there is a real risk that no agreement can be reached by the
X-date. Yet this would not automatically trigger a default, which still remains an unlikely
scenario, in our view. Instead, we would expect Treasury to prioritise honouring its debt
over other payments, even if their cash limits are reached. In consequence, a divided Con-
gress, fragmentation within both parties as well as the experience of past US debt ceiling
negotiations imply that a default is unlikely, but the risk of a (partial) shutdown of the US
government is very real.

With G10 FX pairs having traded in a relatively tight range over the past days, we believe
that markets are not fully discounting such a scenario. Hence a look at previous govern-
ment shutdowns and debt ceiling episodes is instructive. In the 2010s, these are the
2019, 2018 and 2013 shutdowns as well as the 2011 debt ceiling crisis, which triggered
Standard & Poor’s to downgrade its US credit rating to AA+, from AAA. On average, the US
dollar depreciated moderately in the weeks preceding the resolution of the last four US
debt ceiling negotiations (Exhibit 1), which might also be the case this time around. Hence,
we would expect alternative safe havens to benefit during a US government shutdown.

Exhibit 2: USD-JPY largely yield-driven over the past 18 months
USD-JPY vs 10y yield differential
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Exhibit 3: As of late, yen shorts have receded somewhat Exhibit 4: Japanese growth is solid and inflation is on the rise
CFTC COT, net non-commercial positions, futures, thousands Japanese growth and core inflation
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Japanese yen is our favourite «<X-date hedge»  Our favourite X-date hedge is the Japanese yen, which continues to show a strong corre-
lation with the dollar-yen yield differential (Exhibit 2). If history is any guide, a prolonged
government shutdown should trigger a surge in US unemployment and consequently
weaken economic activity. (Lasting for 35 days, the 2019 shutdown, serves as a useful
reference.) The latter should translate into lower US rate expectations, given that it brings
the Fed closer to a pivot. Owing to the Fed’s recent hawkish tilt, USD-JPY now looks even
more overvalued, and investors have started to scale back their yen short positions (Ex-
hibit 3). Beyond that, we continue to think that the BoJ should normalise its monetary
policy further, given that Japanese GDP growth has surprised to the upside and core infla-
tion has continued to edge higher (Exhibit 4). These developments essentially point to-
wards a compression of the dollar’s yield advantage over the yen, which should ultimately
push the Japanese currency higher.

Gold and Swiss franc expected to benefit as Furthermore, we believe that gold should move back above the $2’000 level as brinkman-

well, but likely to a lesser extent ship rises and negotiations intensify. Like the yen, gold would strongly benefit from falling
US real yields. The 14-day relative strength index indicates that gold currently looks over-
sold, increasing the odds of a technical rebound (Exhibit 5). We also think that the Swiss
franc should benefit, given that it has tended to perform well during past US debt ceiling
talks. Yet we note that within the G10 FX space, the franc currently screens as the least
undervalued currency versus the US dollar, which in our view should limit its gains to some
extent (Exhibit 6).

Exhibit 5: Gold price has dropped close to oversold territory Exhibit 6: Swiss franc screens as least undervalued versus US dollar
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Fed likely at peak rate, ECB and BoE not yet

BoE and ECB implied policy rates 2y and 5y
out years out are currently at or above im-
plied Fed Funds

Forward market pricing of policy rates is a
probability-weighted path

Exhibit 1: ECB and BoE implied policy rates at or above Fed Funds
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Global fixed income
Implied policy rates diverge

An interesting divergence has opened up between implied Fed Funds rates on the one
side and implied ECB and BoE policy rates on the other. Forward markets imply ECB
and BoE policy rates at or above the implied Fed Funds rate in two years, and even up
to five years out. This is unusual and not sustainable in our view. It is likely the result
of a phase shift in the respective inflation- and expected policy rate tightening cycles.
We therefore conclude that euro area fixed income, and UK Gilts in particular, are
cheap versus US Treasuries with a 6 to 12 month horizon.

Developed markets’ rate structures have repriced substantially since September 2021. At
that time, markets priced hardly any rate hikes, but it turned out to be sharpest rate hike
cycle in a long term. Improving inflation dynamics in the US and a soft economic environ-
ment currently suggest that the Fed is very close to the end of its rate cycle. In the euro
area and the UK, inflation dynamics have not yet improved sufficiently to warrant a pause
or even an end to their respective rate cycles. Forward markets are currently pricing an-
other 50bp in total by the ECB and the BoE respectively over the next few months.

An interesting divergence has opened between implied Fed Funds rates on the one hand
and implied ECB and BoE policy rates on the other. Forward markets imply ECB and BoE
policy rates not only at or above the implied Fed Funds rate in two years (Exhibit 1), but up
to five years out! This relative pricing contradicts our estimates for neutral policy rates for
the Fed (2.5%), the ECB (1.5%) and the BoE (1.5%). That is, the Fed Funds rate should be
substantially above their European counterparts in normal circumstances.

The reason for the current discrepancy lies in what implied forward rates really mean. It is
important to realise that the current forward pricing of policy rates is not an explicit fore-
cast by the market, but rather a probability-weighted rate for different scenarios. In fact,
history shows that implied forwards generally have a poor track record in forecasting pol-
icy rates. Hence, what is currently priced is unlikely to be realised. What the market does
instead, is constantly shifting probabilities for different rate scenarios. These scenarios
are: (1) policy rates can stay elevated for an extended period of time and come down slowly
to a level that is likely above what is currently deemed the neutral policy rate and
(2) policy rates are being cut aggressively over the next 6 to 12 months to below neutral
as economies fall into recession.

Exhibit 2: US 6-month ann. core inflation falling below policy rate
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Euro area and UK lag the US by 3-6 monthsin  While a soft economic environment is common to all developed market economies, their

the inflation cycle inflation dynamics still differ. US core inflation has likely peaked and should come down
significantly over the coming quarters. The nominal Fed Funds rate is already above 6-
month annualised core inflation rates (Exhibit 2), providing room to the Fed to pause and
observe the lagged effects of their cumulative monetary tightening. The situation is differ-
ent in the Euro area (and in the UK), where annualised core inflation is still well above
(priced) policy rates (Exhibit 3). The ECB and the BoE are therefore under pressure to do
more until they see more evidence of inflation pressures easing. Given that the US is
roughly 3 to 6 months ahead in the inflation cycle, markets have correctly concluded that
both central banks will likely raise rates further over coming months, even if the Fed has
stopped. As inflation moves lower in all currency spaces, their respective monetary poli-
cies will become more restrictive. In fact, implied real short-term rates in 12 months, that
is nominal rates adjusted by expectations in the inflation swap market, are now at their
highest level since 2008 (Exhibit 4).

Exhibit 3: Annualised 6m-month core inflation still above policy rates  Exhibit 4: 1yly implied real short-term rates are highest since 2008
7 3.0

2.0
1.0

B o R N W M OO

-4.0
2008 2010 2013 2015 2018 2020 2023

2001 2004 2007 2010 2013 2016 2019 2022 2025

US exp. short-term real rate EA exp. short-term real rate

=—=ECB implied policy rates —EA core HICP 6m annualised UK exp. short-term real rate

Source: Macrobond, Bank J. Safra Sarasin, 21.05.2023 Source: Bloomberg, Bank J. Safra Sarasin, 21.05.2023

The relative pricing divergence is a result of Central banks have usually been able to maintain rates at peak levels for only a limited

a phase shift in the respective inflation- and amount of time as the lagged effect of monetary tightening forced them to ease policy

expected policy rate tightening cycles when recessions materialised. Once some clarity is established with regard to peak policy
rates, as is the case in the US today, markets will focus on the length of stay of peak policy
rates given the current economic environment. Consequently, with an average length of
stay of peak policy rates of around 6-7 months in the US, and a weakening economic cycle,
it is no surprise that markets are screaming for rate cuts 6 to 12 months down the line. In
the case of the euro area and the UK, where market participants haven’t agreed on an
appropriate peak rate level for this cycle, they are more reluctant to focus on potential rate
cuts. The relative pricing divergence between the US on the one side and the euro area
and the UK on the other side is therefore likely a result of a phase shift in their respective
inflation- and expected policy rate tightening cycles.

UK Gilts in particular look cheap against US Government bond yields are by definition an extension of policy rates. A 10-year govern-

Treasuries over the medium term ment bond yield is a function of the average expected short-term rate over the maturity of
the bond plus a premium for the exposure to additional duration risk (term premium). Im-
plied policy rate divergences therefore provide clues about the relative pricing for bond
markets. From that point of view, we conclude that euro area fixed income, and UK Gilts
in particular, are cheap versus US Treasuries with a 6 to 12 month horizon.
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Warm weather, a dovish ECB and the re-
opening in China spurred a sharp rally in euro
area equities

The ECB'’s reluctance to tighten led to a drop
in the euro

European luxury goods have been a key ben-
eficiary from China’s re-opening

Exhibit 1: Gas prices have returned to pre-invasion levels
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Euro area equities
Feeling exhausted

The recent rebound in euro area equities has been one of the strongest on record. It
came on the back of a sharp drop in gas prices, a weak euro before its rebound in
4Q22 and a surge in demand for European consumer goods after China reopened. We
believe that these drivers have fully played out and are unlikely to provide further sup-
port in the months ahead. We reiterate our cautious stance on euro area equities and
our least preferred position which we entered at the beginning of April. One bright
spot in the euro area sector universe is real estate, which we believe is already priced
for a substantial further drop in house prices. The sector would benefit if rates were
to drop over the coming months and quarters, as we expect in our base case.

Late 2022 felt like a sea change for euro area equities. A mountain of worries, which ap-
peared to make a winter recession unavoidable, first shrunk to a speed bump before it
disappeared altogether. Several factors contributed to this fundamental change in per-
ception. First, the weather, which turned out to be a lot milder than previously feared.
While this may already have a positive impact on economic activity in a normal year, last
year it was nothing short of a game changer. Wide-ranging cuts to gas supplies, which
were seen as a given after Europe had stopped buying from Russia, could be avoided. Gas
prices tumbled when it became clear that storage levels would last until spring and have
since dropped even below the levels prior to the Ukrainian invasion.

Second, the ECB very much mirrored these market fears in its policy stance. They started
to hike rates four months after the Fed, when it turned out that recession risks are lower
than previously assumed. As a result, the euro was artificially depressed, further boosting
euro area growth.

Lastly, the reopening in China came out of nowhere at the beginning of November and
spurred a surge in demand for European consumer goods, in particular for luxury apparel.

The confluence of these three factors met a market which was priced for a recession and
consequently led to one of the sharpest rallies in euro area equities on record. They out-
performed by 15% until the beginning of March, a rally which was largely driven by luxury
goods but also by banks and industrials (Exhibit 2).

Exhibit 2: Consumer discretionary has led the rebound
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These key support factors have fully played
out now

The euro has bounced back and should weigh
on euro area earnings revisions

Exhibit 3: A strong euro in Q1 set to weigh on EMU earnings
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Euro area macro data has started to come in
below expectations, pointing to market
downside

Exhibit 5: Macro surprises have rolled over, pointing to downside
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Euro area cyclicals are exposed
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The rebound in euro area equities feels exhausted after these gains and as the supporting
factors mentioned above have either fully played out or even started to reverse.

The positive impact from lower gas prices cannot be reaped twice. They have recoupled
with the cycle and are thus unlikely to provide any kind of extraordinary stimulus in the
months ahead. The euro has reversed sharply as the ECB finally came around to accept
that inflation won’t go away without a much tighter monetary policy stance. The currency,
which was a tailwind for earnings last year, should thus increasingly weigh on euro area
EPS in the months ahead (Exhibit 3). Lastly, the reopening boost coming out of China
shows signs of fading with only limited further stimulus in the pipeline. In particular the
real estate sector, the backbone of the Chinese economy, has been very sluggish to re-
cover and weakened in April and May after a strong start to the year (Exhibit 4).

Exhibit 4: The Chinese housing market is softening again
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With key support factors fading, European macro data has started to disappoint. Macro
surprises have turned negative at the beginning of May and are now at the lowest level
since August 2022. Euro area performance relative to global equities is not yet priced for
this deterioration. Macro surprises would suggest another 5% to 10% underperformance
from current levels (Exhibit 5), underlined by the recent deterioration in PMI momentum —
typically marking peaks in tactical index upside (Exhibit 6).

Exhibit 6: PMI momentum has likely peaked
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The most vulnerable part of the euro area equity market are cyclical sectors in our view,
led by consumer discretionary. They have been instrumental in the region’s outperfor-
mance since the beginning of the year and are thus the most exposed to a reversal of
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recent macro and demand drivers (Exhibit 7). We think cyclicals in the euro area are not
only likely to underperform against more defensives EMU sectors, but also against their
US peers (Exhibit 8).

Exhibit 7: Cyclicals are set to underperform Exhibit 8: EMU cyclicals to underperform US cyclicals as well
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One sector which we still like is euro area One sector which may still do well against the backdrop of a generally soft euro area equity

real estate, as it is already priced for a sharp market is real estate. We took a deep-dive in last week’s Cross-Asset Weekly, showing

drop in house prices that the sector is already priced for a sharp drop in house prices and that it should be able
to absorb higher debt servicing costs. It is trading below half of its book value and at the
lowest valuation since November 2008. Back then it gained by 50% over the following 12
months. If rates in the euro area were to retreat somewhat over the coming months, which
is our base case, a similar scenario should be in the cards this time around.

We are cautious on euro area equities Bottom-line, we reiterate our cautious stance on euro area equities and the least preferred
position which we entered at the beginning of April. The key drivers of the recent recovery
are fading or reversing, while macro indicators are also pointing to downside relative to
global equities. This should largely play out through weakness in more cyclical sectors,
while the real estate equity sector appears to be priced for potential further sharp declines
in European house prices. It stands to benefit substantially if rates were to come down
somewhat in the months ahead, as we expect
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Economic Calendar
Week of 29/05 - 02/06/2023

Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 29.05.2023

Tuesday, 30.05.2023

EU 11:00 Economic Confidence May  Index - 99.30
11:00 Industrial Confidence May  Index - -2.60
11:00 Services Confidence May  Index - 10.50

us 15:00 Case-Shiller 20 City Mar yoy - 0.36%
16:00 Conf. Board Cons. Confidence May Index 99.50 101.30
16:30 Dallas Fed Manuf. Activity May Index - -23.40

Wednesday, 31.05.2023

GE 14:00 CPI EU Harmonised MoM May P mom = 0.60%
14:00 CPI EU Harmonised YoY May P yoy - 7.60%

us 15:45  MNI Chicago PMI May  Index = 48.60
16:00 JOLTS Job Openings Apr 1'000 - 9590k
16:30 Dallas Fed Services Activity May Index -- -14.40

Thursday, 01.06.2023

EU 11:00 CPI Estimate YoY May  yoy = 7.00%
11:00 CPI Core YoY May  yoy - 5.60%

us 14:15 ADP Employment Change May 1'000 -- 296k
14:30 Initial Jobless Claims May27 1'000 - --
16:00 ISM Manufacturing PMI May  Index 47.10 47.10

Friday, 02.06.2023

us 14:30 Change in Nonfarm Payrolls May  1'000 180k 250k
14:30 Unemployment Rate May % 3.50% 3.40%
14:30 Average Hourly Earnings May mom 0.40% 0.50%

Source: Bloomberg, J. Safra Sarasin as of 23.05.2023
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A1IW AYTD TRYTD in %
Swiss Eidgenosse 10 year (%) 1.08 5 -53 4.5
German Bund 10 year (%) 2.52 9 -5 1.3
UK Gilt 10 year (%) 4.37 54 70 -3.0
US Treasury 10 year (%) 3.81 14 -6 1.5
French OAT - Bund, spread (bp) 58 0 3
Italian BTP - Bund, spread (bp) 188 3 -27
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11,325 18.1 -1.0 8.6
DAX - Germany 15,794 11.2 2.3 13.4
MSCI Italy 837 8.0 -2.6 11.1
IBEX - Spain 9,116 10.3 -1.0 12.9
DJ Euro Stoxx 50 - Eurozone 4,270 12.1 -2.0 15.4
MSCI UK 2,169 10.4 -2.2 3.0
S&P 500 - USA 4,151 19.0 1.1 8.9
Nasdaqg 100 - USA 13,939 26.8 0.8 27.9
MSCI Emerging Markets 964 12.5 -1.4 1.7
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.91 7.7 0.6 2.1
EUR-CHF 0.97 5.3 -0.1 -1.8
GBP-CHF 1.12 6.9 -0.3 -0.2
EUR-USD 1.07 7.1 -0.7 0.3
GBP-USD 1.23 8.2 -0.9 2.1
USD-JPY 139.8 10.5 1.3 6.6
EUR-GBP 0.87 5.8 0.2 -1.7
EUR-SEK 11.60 7.0 1.9 3.9
EUR-NOK 11.86 10.1 0.8 13.0
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 100 12.9 -1.8 -11.7
Brent crude oil - USD / barrel 76 36.4 0.2 -10.6
Gold bullion - USD / Troy ounce 1,948 12.6 -0.5 6.8

Source: J. Safra Sarasin, Bloomberg as of 23.05.2023
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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,
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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)

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, Kirchnerstrafie 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, KirchnerstraRe 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).
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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
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 Controle
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.

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