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Thinking about rate cuts

With the ECB coming up on Thursday, it will be one of the first major central banks to hold
a policy meeting after the ‘Fed’s pivot’ in December. While their policy stance is set to
remain unchanged, they may guide to an easing in June, but push back against market
expectations for a March rate cut. Both the Fed and the Bank of England will likely strike
a similar tone in their meetings. They will acknowledge the room for cautious policy easing
in case there is sufficient progress on the inflation front.

While inflation has generally evolved more favourably than expected, central banks are
unlikely to declare victory yet. Current tensions in the red sea are a timely reminder that
supply chains remain vulnerable and could add to inflationary pressures.

In our fixed income piece, we take a close look at Fed policy rate expectations. While mar-
kets currently price more policy easing in 2024 than the Fed has communicated, it is im-
portant to remember that implied policy rate expectations are never an explicit market
forecast. They are a smooth probability-weighted average of different expectations by mar-
ket participants. A closer look reveals that a substantial part of market participants still
count on “high for longer”, while a growing number of investors is hedging for substantially
lower policy rates. Therefore, we see room for policy rate expectations to move lower if
macro data disappoint.

Finally, we do not think that sterling’s strong performance in 2023 can be repeated this year.
Rate differentials and valuations should prove to be a headwind. The risk to our base case is

that UK inflation falls less than expected, which would lift the BoE’s rate trajectory and reduce
GBP headwinds.
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Global macro

Red Sea tensions threaten another supply shock

Raphael Olszyna-Marzys Increased tensions in the Red Sea and disruptions to shipping lanes threaten another
International Economist supply shock. But today’s disruptions occur within a very different macroeconomic
raphael.olszyna-marzys@jsafrasarasin.com context compared to those in 2020/21. As a result, the bar for a prolonged surge in
+41 58 317 3269 goods prices is high, in our view. Still, the more they rise, the greater the need for

disinflation in services to bring inflation back to target. Given the prevailing view that
the economy is on track for a soft landing, there is a risk that investors may need to
reassess their level of confidence if the data begins to indicate a different path.

Freight costs have doubled since the end of Growing tensions in the Red Sea, with Houthis firing missiles at commercial shipping
last year as tensions in the Red Sea are rising lanes, are forcing more and more ships to reroute from the Suez Canal around the Cape
of Good Hope. According to the IMF’s PortWatch data, trade volumes passing through the
canal have fallen by a quarter compared to last year (Exhibit 1). This is significant. In nor-
mal times, about a third of shipping container traffic and 10-12% of total global maritime
trade pass through the Bab el-Mandeb Strait and the Suez Canal, particularly those ves-
sels travelling between Asia and Europe. For a container ship from Shanghai to Rotterdam,
rerouting around South Africa lengthens the trip by eight days and adds half a million dol-
lars in fuel costs. Even for those ships that take the risk, insurance costs have soared. As
a result, freight costs have doubled for containers since the start of the crisis (Exhibit 2).

Exhibit 1: Rerouting ships around the Cape of Good Hope Exhibit 2: Freight costs have doubled since the end of 2023
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Source: IMF PortWatch, Bank J. Safra Sarasin, 16.01.2024 Source: Macrobond, Bank J. Safra Sarasin, 16.01.2024

Delays to shipments have started to impact This, on top of reduced access to the Panama Canal due to earlier droughts, has started

car producers in Europe to disrupt production. Imports into European ports have fallen sharply since the middle of
December. Car manufacturers have been especially affected by delays to ships, which
have until recently mainly affected container vessels carrying manufactured goods and
semi-finished components. Last week, Tesla and Volvo announced temporary plant clo-
sures in Europe due to shipping delays. And tyre manufacturer Michelin said Red Sea de-
lays would lead to “occasional stoppages” at its European factories in January.

Other industries are likely to see delays too Figures from Clarksons, a London-based shipping services company, suggest that more
with more classes of ships being diverted classes of ships are beginning to divert. Between January 13 and 15, arrivals of dry bulk
carriers in the Gulf of Aden, by the Red Sea, had fallen 25 per cent from the first half of
December. Until last week, arrivals of such vessels had hardly been affected. That decline
threatens delays and extra costs for other industries, including food manufacturing and
metals, that receive shipments of the many commodities transported in dry bulk carriers.
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The IMF recently estimated that a doubling
of freight rates led to a 0.7 percentage points
increase in domestic inflation

But the impact might not be as large. Today’s
disruptions are happening against a very dif-
ferent macroeconomic backdrop to those in
2020-21, with more slack in the system

Still, any increase in goods inflation will slow
down the return of inflation to its target

Exhibit 3: Inventory levels are back at more normal levels
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So rising tensions in the Middle East and disruption to shipping lanes threaten another
negative supply shock, with upside risks to inflation and downside risks to growth. Back
in 2022 and looking at data between 1992 and 2021, the IMF found that a doubling of
freight rates led to a 0.7 percentage points increase in domestic inflation over the subse-
quent 12 months. But as with any econometric model, the result represents the average
response, with possibly the unique conditions of the pandemic skewing up the results. So,
to what extent do current conditions suggest that this number applies today?

Starting with the good news, today’s disruptions are happening against a very different
macroeconomic backdrop to those in 2020-21. Demand for goods has normalised and
inventory levels have recovered (Exhibits 3). What’s more, shipping capacity should ex-
pand over the coming two years as new orders placed during the pandemic come online.
China is still exporting deflationary pressures to the rest of the world. Finally, the response
from commodity prices has been relatively muted so far. All of this suggests that there is
greater slack in the economy and the bar for a sustained acceleration in goods prices
remains high.

Still, we shouldn’t brush aside the risks these tensions pose to the global economy and
financial markets. Prior to the start of the hostilities in the Red Sea, the negative impulse
from the post-pandemic normalisation of supply chains had already run its course
(Exhibit 4). As we have argued in previous notes, the next phase of disinflation is likely to
be more lengthy and painful. Services inflation is unlikely to fall sustainably if labour mar-
kets remain tight. So, some increase in unemployment seems necessary for inflation to
return to target. Any rise in goods prices either pushes back a return to target, or shifts
the burden of adjustment onto the services sector and the labour market. Neither of these
scenarios appear to be currently priced in financial markets.

Exhibit 4: Risk to goods inflation is up not down
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Tensions in the Middle East could still esca-
late

This ongoing crisis poses a threat to the soft-
landing view
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What's more, the scope for geopolitical tensions to heat up further is large, in our view.
The Houthis appear undeterred by the American coalition’s counter-strikes on some of its
military installations. This means that the US and its allies might have to escalate retalia-
tion against the organisation. In addition, the war between Israel and Hamas may yet
spread to its northern border.

In short, while upward pressure on goods inflation should heat up, the bar for a sustained
acceleration in goods prices remains high. Still, given the consensus view in financial mar-
kets that the global economy is headed for a soft landing, the risk is that investors will
have to revise their degree of conviction if the data start indicating a different path.


https://www.imf.org/en/Publications/WP/Issues/2022/03/25/Shipping-Costs-and-Inflation-515144

J. Safra Sarasin

Cross-Asset Weekly

19 January 2024

US fixed income

A closer look at policy rate expectations

Alex Rohner Since the Fed pivoted in December, investors have been pricing a bit less than 6 cuts
Fixed Income Strategist for 2024 to a policy rate of roughly 4%. This pricing represents a probability-weighted
alex.rohner@jsafrasarasin.com average of different expectations by market participants. A closer look reveals that
+41 58 317 3224 the distribution for different policy rate outcomes is distinctly skewed to the left.

There is an implied 20% probability of sub 3% policy rates by year end, while a sub-
stantial part of market participants still counts on “high for longer”, with a 45% prob-
ability of policy rates above 4%. This set-up leaves room for lower rate expectations
and lower bond yields for 2024 if cracks were to appear in the soft-landing scenario.

The Fed pivot in December has opened the With the Fed pivot in December, the market’s focus has shifted to timing and magnitude

door for rate cuts in 2024 of rate cuts in 2024 and 2025. Monetary policy is tight, also by the Fed’s own assessment,
and would become even tighter if nominal policy rates stay unchanged as inflation falls.
Given progress on inflation and on balancing the labour market, the Fed sees room for 3
cuts in 2024 as evidenced in their December dot plot. Forward markets currently price a
bit less than 6, implying a smooth trajectory to around 4% (Exhibit 1).

Exhibit 1: Fed dots and forward markets see rate cuts in 2024 Exhibit 2: Smooth policy rate trajectories happen rarely
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Source: Macrobond, Bank J. Safra Sarasin, 18.01.2024 Source: Macrobond, Bank J. Safra Sarasin, 18.01.2024

Market-implied policy rate expectations are Market-implied policy rates are not an explicit forecast by the market. They rather repre-

not explicit forecasts sent aggregate probability-weighted policy rate expectations by different market partici-
pants. Some investors will have expectations for substantially lower policy rates going for-
ward and are positioned accordingly, thus skewing the average lower. Since market-im-
plied forward rates reflect an average, they usually come as smooth trajectories, which
very rarely turn out to be a good prediction. The only instance where policy rates ultimately
followed a relatively smooth path was in the period of the Asia-centred financial crisis
(1996 to 1998) where the US achieved a soft landing, with only 125bp worth of rate cuts
necessary to stabilise the economic cycle. In all other instances since the 1980s, sharp
tightening cycles have always been followed by substantial rate cuts to levels significantly
below neutral (Exhibit 2).

The distribution of possible Fed policy rate Option-implied probabilities from the market for the secured overnight financing rate
outcomes by the end of 2024 is distinctly (SOFR), an overnight repo rate and hence a good proxy for the Fed Funds rate, confirm a
skewed to the left wide range of different rate expectations. The distribution of possible policy rate outcomes
by the end of 2024 is distinctly skewed to the left, with a large left tail towards lower policy
rates. This is indicative of some investors expecting (and hedging for) much lower policy
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rates (Exhibit 3). At the same time, a substantial part of market participants still count on
“high for longer”, with the modal outcome implying about 4 cuts. This set-up leaves room
for policy rates to price lower if cracks were to appear in the currently priced soft-landing
scenario.

Exhibit 3: Substantial part of investors still believe in high for longer  Exhibit 4: Policy rate expectations drive bond yields
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We expect some collateral damage from Fed The soft-landing scenario that markets currently embrace assumes in particular that the

tightening for the US economy labour market can come into balance without a significant rise in the unemployment rate.
However, we believe that the cumulative effects of past monetary tightening have not yet
been fully reflected in the real economy as evidenced by still falling credit flows, rising
bankruptcies and default rates. Weaker aggregate demand going forward will increasingly
result in layoffs rather than the cancelling of unfilled positions or the reduction of working
hours for existing employees. We therefore expect the US to enter a recession, even ifitis
relatively mild, by mid-2024, enough to move policy rate expectations lower.

The last rate hike is usually accompanied by Historically, the 12 to 15 months following the last Fed rate hike have been characterised

lower bond yields over subsequent 12 to 15 by downward pressure on long-term bond yields. The logic is intuitive: an overly restrictive

months monetary policy stance requires easier policy in the future, that is, lower policy rates. As
markets price for them, policy rate expectations, which are the most important driver for
long-term bond yields, move lower. Unsurprisingly, the current cycle exhibits some simi-
larities with the 1980s inflationary cycles where bond yields started to move lower only
after rising initially further. While bond yields never move in a straight line, we conclude
that at the current stage of the economic and the interest rate cycle, the odds for lower
bond yields over the next 12 months are high (Exhibits 4, 5).

Exhibit 5: Last rate hike usually followed by lower bond yields
Change in US 10y yield

- AN

S ————

1

-1.0 - 1
I —

R 1 1

2.0 i

30 | !

: : # months before/after last hike

-4.0 - '

-12-11-10 9 -8 -7 6 5 4 -3 -2 1 0 1 2 3 4 5 6 7 8 9 1011 12 13 14 15
1982/83 1983/86 1986/94 1994/97 1997/99
1999 /04 2004/09  emm——2016/19 2022/23

Source: Bloomberg, Bank J. Safra Sarasin, 18.01.2024

5 | Cross-Asset Weekly



J. Safra Sarasin

Cross-Asset Weekly

19 January 2024

Pound sterling

Risks are tilted to the downside

Dr. Claudio Wewel

FX Strategist
claudio.wewel@jsafrasarasin.com
+41 58 317 3226

We do not think that sterling’s strong performance in 2023 can be repeated this year.
Market-implied policy rate expectations for the UK are probably too high and should
come down, given that the degree of monetary tightening should continue to weigh on
the real economy. Furthermore, sterling’s high valuation argues for a longer-term re-

tracement. The risk to our base case is that UK inflation falls less than expected,
which would flatten the BoE’s rate cutting cycle and reduce GBP headwinds.

In 2023, sterling was the second-best per-
former within the G10 FX group

Pound sterling delivered a solid performance in 2023. Notably, the currency’s apprecia-
tion was only second to the Swiss franc (Exhibit 1). Against the backdrop of a relatively

benign risk sentiment, the currency gained around 6% versus the US dollar and close to
4% versus the euro (Exhibit 2).

Exhibit 1: In 2023, GBP performance was only second to CHF

G10 FX performance in 2022; % m NEER vs USD
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Source: Macrobond, Bank J. Safra Sarasin, 18.01.2024

GBP has also turned substantially less vola-
tile, making it attractive for carry trades

Exhibit 2: GBP-USD rose by 6%, while EUR-GBP dropped by 4%
GBP vs USD and EUR
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Pound sterling has also turned considerably less volatile over time. The option-implied
volatility has trended down since the UK government crisis in October 2022 (Exhibit 3).

The dwindling volatility has made long GBP carry trades much more attractive, which has
likely added to the pound’s recent strength. Given this constellation, we will probably see
further inflows for the time being, which should support the British currency for now.

Exhibit 3: Sterling has turned less volatile throughout 2023
FX option-implied 3m volatility
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Exhibit 4: GBP excess volatility is back at pre-Brexit levels
USD-GBP 3m implied excess volatility versus G10
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GBP excess volatility has faded

So, with sterling’s excess volatility back to its pre-Brexit levels, monetary policy and cycli-
cal drivers will likely come to the forefront again (Exhibit 4).

Exhibit 5: Market expects the BoE to cut by 100bp in 2024 Exhibit 6: Slowdown most pronounced in manufacturing sector
Central banks' policy rates and market-implied rate trajectories Markit Manufacturing PMls
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Market-implied policy rate expectations for
the UK are probably too high

We think that the degree of monetary tight-
ening should continue to weigh on real
growth and push up unemployment

This begs the question of how long the UK will be able to sustain its marked policy rate
advantage versus most other G10 economies. As we wrote last week, we still believe that
global economic growth will weaken further, given that past monetary tightening still
needs to work fully through the system. Yet the market currently prices a benign soft-land-
ing scenario. Notably, the market expects the BoE to cut its policy rate by about the same
amount as the Fed over the coming two years (Exhibit 5). We think that market-implied
policy rate expectations for the UK should eventually re-adjust to levels that are closer to
those of the ECB once domestic data shows more evidence of weakness, which should
exert downward pressure on the pound.

So far, the drag on economic activity has been particularly visible in the manufacturing
sector, with the UK holding up somewhat better than the euro area, but worse than the US
(Exhibit 8). Given high mortgage costs and tight lending standards, the BoE’s restrictive
stance should continue to weigh on households and corporates. With unemployment tick-
ing up and a falling number of vacancies, the UK labour market has started to reflect the
economic slowdown (Exhibit 7).

Exhibit 7: Beveridge curve indicates a loosening UK labour market Exhibit 8: UK wage growth is very elevated, but moderating
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But UK inflation could fall less than ex-
pected, which would flatten the BoE’s rate
cutting cycle

Exhibit 9: Marked appreciation in real terms
GBP REER broad index, CPI-based, 01.01.2020 = 100
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Source: Macrobond, Bank J. Safra Sarasin, 18.01.2024

Valuations argue for a longer-term retrace-
ment of the British pound
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Yet we acknowledge risks to our base case. Wage growth remains elevated and exceeds
other G10 economies by far (Exhibit 8). While the latest data point towards a rapid decline,
an increase in the minimum wage could easily stall this trend. Furthermore, inflation ex-
pectations appear to be slightly less well anchored in the UK than in the euro area, sug-
gesting that the BoE will be particularly cautious before embarking on its policy rate cutting
cycle. Lastly, heightened geopolitical tensions carry the risk of resurging fuel prices. While
the UK energy price cap will cushion the immediate impact, higher energy prices could
push headline inflation higher again. This would argue for a hawkish tilt in the BoE’s com-
ing meeting on February 1 and a flatter rate cutting cycle than currently expected.

Exhibit 10 and 11: Sterling is overvalued to a similar extent as the US dollar
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Source: Macrobond, Bank J. Safra Sarasin, 18.01.2024 Source: IMF, Bank J. Safra Sarasin, 18.01.2024

From a valuation standpoint however, the odds continue to be tilted towards a sterling
retracement. Over the course of the past year, the pound’s real effective exchange rate
has risen substantially above its post-Brexit average (Exhibit 9). In terms of purchasing
power parity (Exhibit 10) and from a current account sustainability perspective
(Exhibit 11), the pound is overvalued to a similar extent as the US dollar. Hence the cur-
rency screens as expensively valued against most other G10 currencies and should re-
trace in particular against the yen and the Scandinavian currencies.
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Economic Calendar
Week of 22/01 - 26/01/2024
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Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 22.01.2024

Us 16:00 Conference Board Leading Index Dec mom -0.30% -0.50%

Tuesday, 23.01.2024

JN BOJ Policy Balance Rate Jan23 % - -0.10%

BOJ 10-Yr Yield Target Jan23 % - 0.00%

us 14:30  Phil. Fed Non-Manuf. Activity Jan Index - 6.30
16:00 Richmond Fed Manufact. Index Jan Index - -11.00

Wednesday, 24.01.2024

GE 09:30 German Manufacturing PMI JanP Index - 43.30

EU 10:00 Eurozone Manufacturing PMI Jan P Index -- 44.40

UK 10:30 UK Manufacturing PMI JanP Index = 46.20

us 13:00 MBA Mortgage Applications Jan19 wow - 10.40%
15:45 US Manufacturing PMI Jan P Index = 47.90

CA 15:45 Bank of Canada Rate Decision  Jan24 % 5.00% 5.00%

Thursday, 25.01.2024

GE 10:00 IFO Expectations Jan Index - 84.30

EU 14:15 ECB Deposit Facility Rate Jan25 % - 4.00%

us 14:30 Chicago Fed Nat Activity Index Dec Index = 0.03
14:30 |Initial Jobless Claims Jan20 1'000 = -
14:30 GDP Annualized QoQ DecP 4QA 1.80% 4.90%
14:30 Cap Goods Orders Nondef Ex Air Dec P mom = 0.80%
14:30 Cap Goods Ship. Nondef ExAir DecP mom - -0.20%
16:00 New Home Sales Dec 1'000 650k 590k
17:00 Kansas City Fed Manf. Activity Jan Index - -1.0

Friday, 26.01.2024

GE 08:00 GfK Consumer Confidence Feb Index -- -25.10

us 14:30 Personal Income Dec mom 0.30% 0.40%
14:30 Personal Spending Dec mom 0.30% 0.20%
14:30 PCE Core Deflator MoM Dec mom 0.20% 0.10%
14:30 PCE Core Deflator YoY Dec yoy 3.00% 3.20%
17:00 Kansas City Fed Services Activity Jan Index -- -10.00

Source: Bloomberg, J. Safra Sarasin as of 18.01.2024
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A 1W (bp) AYID (bp) TRYTDin%
Swiss Eidgenosse 10 year (%) 0.90 6 20 -1.4
German Bund 10 year (%) 2.35 17 33 2.1
UK Gilt 10 year (%) 3.93 11 39 -2.8
US Treasury 10 year (%) 4.16 22 28 -1.5
French OAT - Bund, spread (bp) 50 0 -4
Italian BTP - Bund, spread (bp) 158 3 -10
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11’186 18.7 0.3 0.4
DAX - Germany 16’567 12.2 0.1 1.1
MSCI Italy 966 8.1 0.1 0.4
IBEX - Spain 9’880 10.4 -1.2 -1.8
DJ Euro Stoxx 50 - Eurozone 4’453 12.7 0.3 -1.4
MSCI UK 2'138 11.0 -1.7 -3.4
S&P 500 - USA 4781 22.2 0.0 0.3
Nasdaqg 100 - USA 16’982 30.2 1.1 1.0
MSCI Emerging Markets 961 13.1 -3.4 -6.1
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.87 7.1 1.9 3.2
EUR-CHF 0.94 5.6 1.2 1.7
GBP-CHF 1.10 6.3 1.4 2.8
EUR-USD 1.09 6.5 -0.7 -1.4
GBP-USD 1.27 7.2 -0.5 -0.4
USD-JPY 148.4 9.6 2.4 5.2
EUR-GBP 0.86 4.7 -0.1 -1.1
EUR-SEK 11.40 7.1 1.3 2.3
EUR-NOK 11.44 9.2 1.5 1.9
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 97 11.2 -0.1 -1.3
Brent crude oil - USD / barrel 81 35.3 0.4 4.1
Gold bullion - USD / Troy ounce 2'026 13.1 -0.2 -1.8

Source: J. Safra Sarasin, Bloomberg as of 18.01.2024
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Important Information

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

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

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

Past performance is no indication of current or future performance. Investments in foreign currencies are subject to exchange rate fluctuations.
Exchange rate risk will apply if the investor’s reference currency is not the same as the investment currency. Information containing forecasts
are intended for information purpose only and are neither projections nor guarantees for future results and could differ significantly for various
reasons from actual performance. The views and opinions contained in this publication, along with the quoted figures, data and forecasts, may
be subject to change without notice. There is no obligation on the part of the Bank or any other person to update the content of this publication.
The Bank does not accept any liability whatsoever for losses arising from the use of the Information (or parts thereof) contained in this docu-
ment.

Neither this publication nor any copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person.
This publication is not directed to any person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such
distribution is prohibited and may only be distributed in countries where its distribution is legally permitted.

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

Bloomberg

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

ICE Data Indices

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

J.P. Morgan

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

MSCI Indices

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

Germany: This marketing publication/information is being distributed in Germany by J. Safra Sarasin (Deutschland) GmbH, 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 Il, 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 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.
Where this publication is provided to you by Bank J. Safra Sarasin (Gibraltar) Limited, London Branch: Nothing in this document is intended to
exclude or restrict any liability that we owe to you under the regulatory system that applies to us, and in the event of conflict, any contrary
indication is overridden. You are reminded to read all relevant documentation relating to any investment, including risk warnings, and to seek
any specialist financial or tax advice that you need. You are not permitted to pass this document on to others, apart from your professional
advisers. If you have received it in error please return or destroy it.

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