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Escalation fears in the Middle East

Although diplomatic efforts are intensifying to contain the consequences from the 7 Octo-
ber Hamas attack on Israeli civilians, and Israel’s subsequent response, the risk for an
escalation across the Middle East remains high. Looking back over the past 50 years,
every escalation in the Middle East has at least temporarily affected financial markets
negatively. We suggest quality duration, the Norwegian krona as well as UK equities who
look attractive in case of an escalation.

There will likely be no change in policy rates at this week’s ECB meeting. Additional
measures, such as an accelerated balance sheet reduction or an increase in banks’ min-
imum reserve requirements (MRR) could be discussed. Given debt sustainability concerns
for some euro area countries and shrinking excess liquidity in the banking sector, we feel
that those decisions should be postponed to early next year.

There are tentative signs that global trade is turning. The tech cycle has emerged from its
trough. We expect global trade to continue to improve although the recovery may not be
strong with a potential slowdown in the US looming and a stable China. The main benefi-
ciaries from improving exports would be Asia Emerging Markets economies.

Finally, this weekend, Swiss citizens are called to elect their parliamentary representa-
tives. The election result will likely not lead to meaningful changes in Swiss domestic and
foreign policies. Importantly though, a proven, well-balanced political system that does
not allow for hasty policy changes without broad acceptance, underlines the Swiss franc
safe-haven status, in particular in the current times of change and geopolitical instability.
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A severe escalation of the situation is not a
given, but remains a clear risk

0il remains the most affected asset class if
tensions in the Middle East boil over

Average oil price gains of 35% to 40%
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Global strategy
Where to hide when Middle East tensions boil over

Even though diplomatic efforts have been ramped up over recent days to contain the
regional fallout from the 7 October Hamas attack on Israeli civilians, severe downside
risks remain. We review asset price performance around times of Middle East conflicts
over the past 50 years and, unsurprisingly, find that oil has been the most affected
asset class. Oil prices on average rose by around 40% if all conflicts are considered.
Conflicts which were contained in the Israel/Palestine region yielded an average price
gain of 9%, matching the 8% oil price rise since the attacks. We would still recommend
to hedge against a further escalation, preferably with positions which are looking at-
tractive even if the conflict remains contained. These are: (i) UK equities, (ii) high-
quality duration/short credit and (iii) the Norwegian krone.

The Hamas attack on Israeli villages two weeks ago has not only created insufferable pain
among Israeli civilians and families, it has also opened the door to an escalating spiral of
violence in the Middle East. The geopolitical consequences of the actions are difficult to
fathom, but the broad variety of actors and interests in the region allows for numerous
risk scenarios and could bring back memories of the Middle East wars last seen in the
1970s. Yet, this is not a given as diplomatic efforts are running high to limit the conflict to
Gaza and prevent a spreading to other parts of the region.

Given the uncertainty around potential future developments, it seems well advised to take
a look at past conflicts for guidance on how to hedge against a further escalation of the
situation. The asset which has typically been most affected by rising tensions in the Middle
East is oil, with the region still producing more than a third of daily supplies. In particular,
production from Iran, which is the world’s 8" largest producer of crude oil, would be at risk
in case of an escalation. After Iran’s exports had fallen to below 500’000 bbl/d in 2020,
its output has recovered back to an estimated 1.5mn bbl/d in September, partly reflecting
an easing of enforcement of US sanctions. A renewed tightening of those sanctions could
remove up to 1mn bbl/d from global production. On top of that, a rise in uncertainty over
supplies from Saudi Arabia may easily see prices surge to the same extent as they did in
response to the Ukraine invasion in 2022. Back then oil prices gained 30% in a matter of
two weeks before settling at around 15% above pre-war levels (Exhibit 1).

Exhibit 1: Oil prices have risen sharply whenever conflicts spread across the Middle East
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Source: Refinitiv, Bank J. Safra Sarasin, 18.10.2023

Going back further in history, the average move in the oil price has been around 35% to
40% in response to a rise in tensions in the Middle East. Yet what's clear, each and every
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conflict is different and the oil market has changed as well. The US is the largest producer
of crude oil today, making the market more resilient to a scenario like the oil embargo in
the 1970s when prices more than tripled. Furthermore, as long as the spread of clashes
in the Israel/Palestine region could be locally contained, the impact on oil had been fairly
muted. Typically, prices rose by only 9% in a locally contained conflict, which puts the 8%
rise over the past two weeks right where it should be (Exhibit 2).

Exhibit 2: Returns depend on the regional spread of the conflict, with recent oil price rises in line with past contained conflicts
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Gold and oil have moved higher since the
7 October attacks...

...while moves in rates, equities and FX have
been very limited

UK equities, the Norwegian krone and a high-
quality duration/short credit position are key
hedges against a further escalation
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Source: Refinitiv, Bank J. Safra Sarasin, 18.10.2023

The only other asset which has seen a meaningful move over the past two weeks is gold,
with a 6% gain since the attacks. Remarkably, this happened against a 11bps rise in US
10-year yields, indicating that fixed income markets have not really taken note of the at-
tack and are so far not pricing for a meaningful impact on the global cycle.

Other assets have barely moved as well in response to the attack. US equities have been
flat and FX markets largely unchanged. We would expect these moves to remain limited
and see little further impact on asset prices as long as one could safely assume that the
conflict does not spread to other parts of the region. The material diplomatic efforts over
recent days, calling for a measured approach and for other parties to stay out of the con-
flict, can be considered positive in this regard.

Yet even though the probability of a sharp escalation has been declining over recent days,
we recommend three hedges against an escalation of the situation, which we would also
consider attractive on a stand-alone basis:

i) In equities, the UK market would benefit from both, a rise in oil prices and a
strengthening US dollar. This results from the substantial energy weighting
in the index and the high foreign revenue exposure. The UK equity market is
also one of the most defensive indices globally, which would further be sup-
ported by lower rates at the long end of the curve, in a risk off scenario.

i) In rates, we recommend a meaningful amount of quality duration. The US
curve should bull-flatten if oil prices rise. Short-term inflationary pressures
would be met with increased recessionary risks and wider credit spreads.

iii) In FX, the Norwegian NOK looks attractive if oil prices were to rise. It typically
gains around 4% (trade-weighted) for every 20% move in Brent oil prices, but
has recently trailed oil by around 5%. A significant rise in oil prices to above
USD 100/bbl would thus imply a 5% to 10% gain for the NOK on a trade-
weighted basis.
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No major deviations from the ECB’s macro
scenario since their last policy meeting

The minimum reserve requirement ratio
(MRR) is usually not used as a tool to steer
financial conditions

Exhibit 1: MRR in % of deposits

Required minimum reserves required in % of deposits
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ECB Preview
Many topics to discuss but no urgent decisions

Changes to the policy rate are not on the table for this month’s ECB meeting as eco-
nomic activity and inflation have evolved broadly in line with expectations since the
last meeting in September. However, debt sustainability has become a more pressing
topic, given higher bond yields and less ambitious fiscal plans in some countries. The
ECB may also discuss changes to its minimum reserve requirements (MRR) and an
accelerated reduction of the balance sheet. We believe decisions on both issues
should be postponed until the ECB’s review of its operational framework due next
spring. An increase in the MRR would also boost ECB profits, with a one percentage
point rise in the MRR lifting ECB profits by EUR 6.6 bn/year. Profits of the banking
sector would fall by the same amount.

There is no reason for the ECB to change policy rates at the meeting next Thursday. Pres-
ident Lagarde and others have stressed that the current level of tightening should be suf-
ficient to bring inflation back to 2% until the end of 2025. There is no reason why the
economic data that have been published since the last meeting should change that as-
sessment. We don’t expect any changes until at least the first half of next year.

The ECB may well continue the debate about the optimal minimum reserve requirement
(MRR). Banks are obliged to hold a specific ratio of their client deposits at the ECB. This
happens mainly for prudential reasons and in order to steer the circulation of broad money
in the economy. A higher MRR ratio means that commercial banks can lend out a smaller
share of their client deposits. So far, the MRR ratio has only been changed once (Exhibits
1 and 2). This happened during the euro crisis in late 2011, when the ECB launched vari-
ous measures to support bank lending as well as liquidity in money markets. Back then,
the rationale for the decision was as follows: “As a consequence of the full allotment policy
applied in the ECB’s main refinancing operations and the way banks are using this option,
the system of reserve requirements is not needed to the same extent as under normal
circumstances to steer money market conditions.” Since then, the full allotment policy
has not changed and banks have easy access to ECB liquidity. As a result of quantitative
easing, excess liquidity prevails and money market rates are floored by the deposit rate.
The ECB is currently reviewing this system and is evaluating the pros & cons versus the
corridor system that prevailed before. Results of the review will likely be ready in spring.
We believe that the ECB should review the MRR ratio in this context rather than now.

Exhibit 3: MRR interest rate reduced to 0%

Euro Area, Interest Rate on Minimum Reserves in %

Exhibit 2: Minimum reserves in Euro
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Increasing the MRR ratio by 1% would save
the ECB EUR 6.6 bn in interest payments to
banks per year. Bank profits would decline by
the equivalent amount

Reducing the balance sheet of the ECB could
increase term premia and credit spreads

Two arguments against a faster reduction of
the bond portfolios:

(i) Recent widening of Italian bond spreads
(ii) Maturing TLTROs already reduce liquidity
in the banking sector significantly

Still no agreement on new fiscal framework

Exhibit 4: Development of major ECB assets under current policies
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One likely reason why the MRR ratio is being discussed now is that a higher ratio would
also improve the ECB’s P&L. In July, the ECB already reduced the renumeration of mini-
mum reserves to 0%, from a rate equivalent to the deposit facility previously (Exhibit 3).
One reason for this change was to “/mprove the efficiency of monetary policy by reducing
the overall amount of interest that needs to be paid on reserves in order to implement the
appropriate stance”. The same reason could be used again for a higher MRR ratio. For
each percentage point that the MRR ratio increases, the ECB would save
EUR 6.6 bn annually (i.e., 4% of the total amount of minimum reserves of EUR 165 bn that
banks hold at the ECB right now).

Another topic the ECB might discuss is a faster reduction of its balance sheet. When eas-
ing monetary policy, the ECB argued that changes to its interest rate, forward guidance,
TLTROs and quantitative easing would all work best together. If that was the case for eas-
ing policy, the same argument should apply when tightening policy. As a consequence, the
ECB could reduce its balance sheet outright by selling parts of the APP bond portfolio or
by ending reinvestments of the PEPP portfolio ahead of schedule. So far, the ECB has
promised to reinvest maturing PEPP bonds until end-2024 and to use those reinvest-
ments flexibly as a first line of defence against adverse market developments.

One counter-argument is Italy’s fragile debt sustainability. Currently, 10-year bond yields
in Italy are higher than its potential GDP growth rate, making permanent primary surpluses
necessary to stabilize the debt ratio in the medium term unless yields fall back below po-
tential GDP growth (see last week’s Cross-Asset Weekly). The other counter-argument is
that the balance sheet is already shrinking quickly as the remaining Targeted Long-Term
Refinance Operations (TLTROs) are maturing until end-2024, reducing the excess liquidity
of the banking sector further (Exhibit 4). Banks may also want to hold more liquidity at the
ECB voluntarily. This year's developments in the US and Swiss banking sectors have
shown that the risk of quick and painful bank runs has risen in the digital age as rumours
spread faster and customers can withdraw liquidity with a mouse click. Therefore, the ECB
may want to evaluate the banking sector's money demand in the context of the review of
its operational framework before making major decisions about a faster reduction of bank-
ing sector liquidity. While we sympathize with a smaller ECB balance sheet we see no ur-
gency to act immediately.

Finally, the ECB may have a clear message towards the Council of the EU and fiscal policy
makers: Adopt new and clear rules as fast as possible and pursue prudent fiscal policies.

Exhibit 5: Minimum reserves are only a small part of ECB liabilities
Liability Side of ECB Consolidated Balance Sheet, in billion EUR, last data: 13/10/2023

s TS d
- -~ 8
~
N 6 7,057
Forecast 4 . 3,763
> 2 13,599
/165
2015 2016 2017 2018 2019 2020 2021 2022 2023

—Total Liabilities of the ECB
Liabilities to Euro Area Credit Institutions
- - -Voluntary deposits and excess reserves of credit institutions at the ECB

2017 2020

Source: Macrobond, Bank J.

5 | Cross-Asset Weekly

2022

- -=Minimum Reserve Requirements

Safra Sarasin, 19.10.2023 Source: Macrobond, Bank J. Safra Sarasin, 19.10.2023


https://publications.jsafrasarasin.com/publ-dl-ch/dl-discl?dl=564F1B2ECBBB2E78BD678E188AB989FD8B5985961DDE10C98DDD1EFD6CC94EABC6839965D3CF2796B0FA04E503E49427

J. Safra Sarasin

Cross-Asset Weekly

20 October 2023

EM Macro

Tentative signs of a global trade recovery

Mali Chivakul There are tentative signs that global trade is turning. The tech cycle has emerged from
Emerging Markets Economist its trough. Recent Chinese trade data also show positive sequential growth, with a
mali.chivakul@jsafrasarasin.com recovery in tech exports and a continuation of a strong performance of vehicle exports.
+41 58 317 3301 China’s commodity imports have also held up well despite the housing weakness.

Some of these are due to the strong exports (steel and vehicles) and some are due to
a recovery from a very weak level last year (energy). We expect global trade to con-
tinue to improve although the recovery may not be so strong assuming the eventual
US slowdown and a stable China. Improving exports are especially good for EM Asia.

Global trade seems to have turned recently There are signs that global trade dynamics have improved recently. Global trade is an im-

according to Chinese trade data portant driver of GDP especially in emerging markets (EM, Exhibit 1). The goods trade
boom during the COVID years have mainly benefited tech and manufacturing exporters
like China and Korea. Since mid-2022, however, trade started declining mainly as a result
of a slowdown in developed markets (DM) and China’s lockdowns. China’s exports show
this dynamic quite well (Exhibit 2). While export data stopped following the COVID trend in
mid-2022, it has not returned to the (much lower) pre-COVID trend. Latest data from Sep-
tember in fact show an uptick in Chinese exports. The uptick on a year-over-year basis is
consistent across countries and even on a volume basis (Exhibit 3 and 4).

Exhibit 1: EM exports drive its cycle Exhibit 2: Latest Chinese export data show an uptick...
World, Emerging & Developing, IMF WEO, Estimate, % yoy China, Monthly Export and Trend, Total, USD Billion
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Source: Macrobond, Bank J. Safra Sarasin, 16.10.2023 Source: Macrobond, Bank J. Safra Sarasin, 16.10.2023
Exhibit 3: ...which is consistent across trading partners Exhibit 4: ...and on a volume basis
China, Export, Countries, % yoy China, Export and Import Volume, % yoy
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There is clear evidence of the tech cycle
bottoming out, but the recovery may not be
strong

China’s commodity imports have held up
despite housing weakness

China’s commodity use has been pivoted
from housing to other sectors

The US slowdown is the main headwind to
global trade going forward

One sector that has clearly bottomed out is the tech sector. Indicators of the tech cycle
such as semiconductor sales and exports from Korea and Taiwan show a significant im-
provement in recent months (Exhibit 5 and 6). While the year-over-year growth rate re-
mains negative, it has become less negative, and sequential growth is positive. Chinese
September data also show a strong sequential increase in electronics exports. It is not
clear, however, whether the recovery will be strong given that inventory levels (at least in
Korea) remain elevated.

Another interesting feature of recent trade dynamics is China’s import of commodities.
The import volume has held up well compared to 2022 even though the housing sector,
which is a large consumer of commodities such as iron ore and copper, has remained
weak (Exhibit 7). The recovery in import volume, in fact, is not surprising given how de-
pressed it was in 2022 (Exhibit 4). Last year’s import volume growth was actually the worst
since the Global Financial Crisis. Some have also attributed this to restocking. This
seemed to be evident earlier this year, but at this point, commodity inventories are not
high by historical standards and stocking should not be the main driver of commodity im-
ports going forward (Exhibit 8).

What is driving these commodity imports? We think that a large part is domestic service
activity and exports. The former is related to energy consumption and energy imports.
While the housing market remains weak, China has pivoted its use of commodities to other
manufacturing activities that are also commodity intensive such as green technology,
electric vehicles, and steel making. The spectacular rise in its vehicle exports is one driver
of metal demand, while its steel exports is another driver so far (Exhibit 7 and 8).

Given that we expect a stable growth from China for the rest of this year and next, the
resilience in global trade will likely depend on how the US holds up. The eventual slowdown
in the US is the main headwind to global trade and to EM. In the meantime, improved
goods trade is good for EMs, especially in Asia. China’s commodity demand is tied to its
exports, and would also slow down once there is less demand from the US.

Exhibit 5: Semiconductor trade has bottomed out Exhibit 6: Taiwan’s electronic exports have also recovered

Global Tech Cycle Indicators, % yoy
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Exhibit 7: China’s commodity imports have held up in 2023
China, Key Commodities, Import, Volume Index, 12-Month Rolling Sum, 2019=100
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Exhibit 7: Vehicle exports continue its surge
China, Export, Motor Vehicles, Total
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Exhibit 8: Commodity inventory is not high after a bump in early 2023

China, Commodity Inventory, Tonne, Million
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Exhibit 8: Steel exports have increased substantially
China, Steel Sheets and Plates Exports, Volume and Value
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Roughly 5.5 million Swiss are called to elect
their representatives for the parliament

This election is primarily about the legisla-
tive, but not the executive arm

Meet the six main parties
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Swiss parliamentary elections
A proven political system

This weekend, the Swiss are called to elect their parliamentary representatives. The
Swiss political system is designed to be stable and consensual. Therefore, the elec-
tion result will likely not lead to meaningful short-term changes in Swiss domestic
and foreign policies. Importantly though, a proven, well-balanced political system that
does not allow for hasty policy changes without broad acceptance, underlines the
Swiss safe-haven status, in particular in the current times of change and heightened
geo-political instability.

This weekend, roughly 5.5 million Swiss citizens are called to elect their representatives
for the Swiss parliament. This article is intended to give our readers a brief outline about
the workings of the Swiss political system, the parties and the likely impact of the results
as indicated by the polls. The Swiss parliamentary system consists of two chambers:
(1) the National council (‘Nationalrat’) and (2) the Council of States (‘Standerat’). The Na-
tional Council is elected by a proportional vote in most cantons, that is, the 200 seats are
allocated according to the voting shares of the parties, which also allows smaller parties
to be represented. The Council of States, on the other side, is elected by a majority vote in
most cantons, that is, the 46 seats (2 from each canton, 1 from each half-canton) are
allocated to who gets the most votes. Smaller parties are therefore mostly not represented
(Exhibits 1, 2).

The Swiss executive government in charge, the Federal Council (‘Bundesrat’), consists of
seven councillors from all large parties, each one in charge of his respective government
department. Councillor Alain Berset from the Social Democrats is currently the (mostly
ceremonial) Federal President. The councillors are elected by the combined chambers of
parliament for an unlimited period of time, but once elected, they need to be confirmed on
an annual basis by the combined chambers of parliament. The party composition of the
Federal Council is determined by the ‘Magic Formula’ (‘Zauberformel’: currently 2 from the
Swiss People’s Party, 2 Social Democrats, 2 Liberals, 1 Christian Democrat). This election
is therefore primarily about the legislative but not the executive arm.

Box 1: Profile of the main parties

Swiss People’s party (SVP): right-wing, conservative, anti-immigration, against deeper in-
tegration with the EU, promotes individual freedoms with strong emphasis on Swiss inde-
pendence.

Liberal Party (FDP): centre-right, promotes a liberal economic system and individual free-
doms, supports cautious approach to EU for economic reasons.

Social Democrats (SP): left-wing, promotes economic and social equality, favours deeper
integration with the EU.

Christian Democrats (Mitte): centrist, promotes liberal economic policies, retains con-
servative positions with regard to cultural and religious matters, support for families and
selective social policies, supports cautious approach to EU for economic reasons.

Green Party: left-wing, promotes most SP policies with a strong focus on the environment
and climate change in particular, favours deeper integration with the EU.

Liberal Green Party: centrist, promotes a liberal economic system to solve environmental
problems and climate change in particular.
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Exhibit 1: National Council, a centre-right majority
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Exhibit 2: Council of States, a clear centre right majority
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The Federalist structure assures balanced
representation across all regions and levels

Legislative process in Switzerland with
broad-based participation

Switzerland is a direct democracy, with wide
ranging checks and balances

Polls forecast a slight shift to the right

10 | Cross-Asset Weekly

Source: Bank J. Safra Sarasin, 19.10.2023

Switzerland has a federalist structure based on three pillars: the communes, the cantons
and the confederation. It follows the principle of subsidiarity, that is, only those tasks that
cannot be done at the lower level are delegated up. Regional (cantonal) autonomy is a
guiding principle. This is reflected in the bi-cameral parliamentary system at the federal
level. In the Council of States (‘Standerat’), without whom no meaningful legislation can
take place, smaller cantons are significantly overrepresented compared to the National
Council (‘Nationalrat’). Also, the Council of States has a much more conservative compo-
sition than the National Council (Exhibit 2).

Federal acts can be initiated by the Federal Council (‘Bundesrat’), the cantons, parliamen-
tary committees or any member of parliament. After the final version of a bill is drafted,
the parliamentary debate takes place and it needs to be agreed on by both the Council of
States and the National Council, otherwise it is rejected. But even if parliament passes
the bill, there is either a mandatory public vote (for amendments to the constitution or
accessions to organisations for collective security or supranational organisations) or an
optional referendum (if forced by 50°000 persons eligible to vote). Mandatory referen-
dums require a majority of voters and a majority of cantons, while optional referendums
only require a majority of voters to pass. Amendments to the constitution can also be ini-
tiated by private citizens or interest groups (by 100’000 persons eligible vote) in the form
of a Federal Popular Initiative, which also requires a majority of voters and a majority of
cantons to pass.

It follows that Swiss voters participate in a meaningful way in the political process at all
levels, with direct impact on the inner workings of the executive and legislative branches.
For example, draft bills have to be released for public consultation to assure broad ac-
ceptance. Direct democracy therefore provides wide ranging checks and balances both
for the executive as well as the legislative arms of government.

After the substantial gains of the Green and Liberal Green Parties in 2019, polls suggest
that the pendulum could be swinging back (Exhibit 3). The conservative Swiss People’s
Party (SVP), the main loser in 2019, is forecast to make a comeback, while the Green Party
is set to lose a substantial part of the gains made in 2019. The SVP should profit from
fears over illegal migration and sharply rising energy and health care costs. The Green
Party will face headwinds with regard to energy security and the high costs for a quick
green transition. The circumstances of the downfall of Credit Suisse should be a headwind
for the business-friendly Liberals, while the Christian Democrats will likely manage to take
up some of the swing voters. The composition of the upper house, where the personality
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The relative majority of political blocks
should be unaffected

The proven political system underlines the
Swiss franc safe-haven status
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of the candidate is sometimes more important than the party affiliation, is not expected
to change meaningfully.

If the polls are correct, the centre-right majorities in both houses would be strengthened
slightly, but the relative majority of the different political blocks would not change mean-
ingfully. The election outcome would likely also not impact the future composition of the
executive branch, the Federal Council (directly elected and confirmed annually by both
houses combined).

Exhibit 3: Polls suggest a shift to the right, mainly at the expense of the Green Party
35.0 -
30.0 -
25.0 -
20.0 -
15.0 -
10.0 -

5.0 -

0.0 -
5.0 Swiss People's Social Liberals (FDP) Christian Green Liberals Greens Other
Party (SVP) Democrats (SP) Democrats
(Mitte)
W Results 2019 Polls 2023 m Difference

Source: Bank J. Safra Sarasin, 19.10.2023

The Swiss political system is designed to be stable and consensual. Therefore, the elec-
tion result will not lead to a meaningful short-term change in Swiss domestic , economic
and foreign policies. The proven, well-balanced political system that does not allow for
hasty policy changes that do not have broad acceptance, underlines the Swiss franc safe-
haven status, in particular in the current times of change and geopolitical instability.
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Economic Calendar
Week of 23/10 - 27/10/2023

Consensus
Country Time Item Date Unit Forecast Prev.
Monday, 23.10.2023
Us 14:30 Chicago Fed Nat Activity Index Sep Index - -0.16
Tuesday, 24.10.2023
N 02:30 Jibun Bank Japan PMI Mfg Oct Index - 48.50
FR 09:15 France Manufacturing PMI Oct Index -- 44.20
GE 09:30 German Manufacturing PMI Oct Index - 39.60
EU 10:00 Eurozone Manufacturing PMI Oct Index -- 43.40
UK 10:30 UK Manufacturing PMI Oct Index - 44.30
us 14:30 Philly Fed Non-Manufacturing Act. Oct Index -- -16.60
15:45  US Manufacturing PMI Oct Index - 49.80
16:00 Richmond Fed Manufact. Index  Oct Index - 5.00
Wednesday, 25.10.2023
GE 10:00 IFO Expectations Oct Index - 82.90
us 13:00 MBA Mortgage Applications Oct20 wow -- -6.90%
CA 16:00 Bank of Canada Rate Decision  Oct25 % 5.00% 5.00%
us 16:00 New Home Sales Sep 1'000 692k 675k
Thursday, 26.10.2023
EU 14:15 ECB Deposit Facility Rate Oct26 % - 4.00%
us 14:30 GDP Annualized QoQ 3QA qoq 4.10% 2.10%
14:30 Durables Ex Transportation SepP mom 0.30% 0.40%
14:30 Cap Goods Orders Nondef Ex Air Sep P mom -- 0.90%
14:30 |Initial Jobless Claims Oct21 1'000 -- -
16:00 Pending Home Sales MoM Sep mom -- -7.10%
17:00 Kansas City Fed Manf. Activity Oct Index -- -8.00
Friday, 27.10.2023
JN 01:30 Tokyo CPI Ex-Food, Energy YoY  Sep yoy -- 3.80%
us 14:30 PCE Core Deflator MoM Sep mom 0.20% 0.10%
14:30 PCE Core Deflator YoY Sep mom 3.70% 3.90%
17:00 Kansas City Fed Services Activity Oct Index -- 2.00

Source: Bloomberg, J. Safra Sarasin as of 19.10.2023
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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 (%) 1.19 8 -42 3.9
German Bund 10 year (%) 2.92 19 35 -1.0
UK Gilt 10 year (%) 4.67 35 100 -3.6
US Treasury 10 year (%) 494 33 107 -5.4
French OAT - Bund, spread (bp) 62 -1 8
Italian BTP - Bund, spread (bp) 204 0 -10
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 10,448 16.7 -4.8 0.4
DAX - Germany 15,045 10.9 2.5 8.1
MSCI Italy 882 7.5 2.2 17.1
IBEX - Spain 9,147 9.8 -2.0 15.0
DJ Euro Stoxx 50 - Eurozone 4,090 11.6 -2.6 11.2
MSCI UK 2,154 10.5 -1.8 3.8
S&P 500 - USA 4,278 19.8 -1.6 12.9
Nasdaqg 100 - USA 14,783 26.7 -2.6 36.0
MSCI Emerging Markets 931 13.2 -3.3 -0.2
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.89 7.8 -1.0 -3.4
EUR-CHF 0.94 5.9 -0.5 -4.7
GBP-CHF 1.08 6.9 -1.4 -3.5
EUR-USD 1.06 7.5 0.5 -1.3
GBP-USD 1.21 8.3 -0.4 0.1
USD-JPY 149.9 8.6 0.2 14.3
EUR-GBP 0.87 5.0 1.0 -1.3
EUR-SEK 11.61 7.1 0.1 4.0
EUR-NOK 11.66 9.0 1.5 11.1
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 106 11.8 3.0 -5.9
Brent crude oil - USD / barrel 93 30.1 4.3 14.6
Gold bullion - USD / Troy ounce 1,976 15.2 5.7 8.3

Source: J. Safra Sarasin, Bloomberg as of 19.10.2023
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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, 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).

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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