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Strong Swiss franc - curse and blessing

The sharp appreciation of the Swiss franc over the past years has helped to mitigate infla-
tionary pressures from the supply shocks that hit the global economy. It allowed the Swiss
National Bank (SNB) to fulfil its mandate with less aggressive monetary tightening than
the ECB or the Bank of England, and hence led to a much less pronounced increase in
domestic bond yields. As a consequence, Swiss franc borrowers benefit again from sub-
stantially lower Swiss capital market rates compared to those in the euro area, an ad-
vantage that has been absent for quite a few years.

On the flip side, the sharp appreciation in the real Swiss franc exchange rate, mainly over
the past 12 months, constitutes a major headwind for the export-oriented Swiss manu-
facturing industry. It is already suffering from the global manufacturing recession. The
SNB will therefore likely lean against a further appreciation. Given that the labour market
remains tight and the services sector resilient, weakening the Swiss franc by FX interven-
tions is the SNB’s best option at the moment. In case this proves ineffective, though, a
March rate cut is on the cards.

Swiss equities have trailed their global peers as a combination of factors weighed heavily
on earnings and prices. From a top-down perspective, the sharp appreciation of the Swiss
franc in 2023 was a major headwind, fully accounting for the decline in consensus earn-
ings estimates throughout 2023. As we do not expect the Swiss franc to appreciate further
in real terms this year and given that Swiss equities provide the most attractive dividend
yield in at least 10 years, we believe they hold some appeal in the short- and long-term, in
particular in a world of structurally higher yields.
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Swiss Macro

Lower inflation increases the odds of an early rate cut

Dr. Karsten Junius, CFA In January, inflation rates declined to 1.3% from 1.7% yoy last December, despite an
Chief Economist increase of administered electricity prices by 17.8% mom. Prices of imported products
karsten.junius@jsafrasarasin.com fell by 0.6% mom, weighed down by the Swiss franc’s strength. The increase in prices
+41 58317 3279 of domestic products (0.6% mom or 2.0% yoy) is the main reason why the Swiss Na-

tional Bank should not “declare victory” yet. The output gap is positive and the labour
market remains tight, while momentum in the services sector is even picking up. It is
mainly the manufacturing sector that suffers from depressed global demand and a
strong Swiss franc. In this situation, a weaker Swiss franc would help export-oriented
sectors and should hence be the policy tool of choice. Therefore, FX interventions by
the SNB to weaken the Swiss franc would make sense in the current environment.
These would also be superior to a rate cut, which would support the entire economy.
Yet the odds of a rate cut in March increase if the franc fails to depreciate until the
next SNB meeting, and if inflation stays contained in February.

Inflation is surprisingly low Switzerland’s January inflation rates came with a big surprise. Compared to December,
both headline and core inflation dropped on a year-over year basis (headline from 1.7% to
1.3% and core from 1.5% to 1.2%, Exhibit 1). Both numbers were 0.4 percentage points
below consensus expectations. They were likely also below the estimates of the SNB,
which in December still expected inflation to average 1.8% yoy in Q1 (Exhibit 2). Inflation
fell as lower prices of imported products (-1.3% mom; weight 24.1%) compensated for the
increase in administered prices (+1.3% mom; weight 24.9%), particularly administered
electricity prices (which increased by 17.8% mom). Overall prices of domestically produced
goods and services increased by 0.6% mom (2.0% yoy), reflecting an inflation rate of 2.1%
yoy for private services. This series, which makes up roughly half of the overall index, might
increase further when the quarterly rent index is updated in February (Exhibit 3).

Imported inflation could rise again One month of data should not yet lead the SNB to declare victory. While recent inflation
data has definitely been better than expected, a reacceleration of inflation is still possible.
Freight rates have increased lately as many container ships avoid the Red Sea. A weaker
Swiss franc would also lead to higher import prices (Exhibits 4 to 6). The surprisingly strong
US economy and its solid labour market, along with a rebound in China could all contribute
to stronger global inflationary pressure.

Exhibit 1: Inflation is back in the target range  Exhibit 2: SNB expected higher inflation Exhibit 3: Rents will increase further
Switzerland: Inflation, CPI in % yoy, latest data: 01/2024 SNB Inflation Estimate as of December 2023, in % yoy Switzerland, rents in % yoy and change in reference rate
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Exhibit 4: Low producer prices so far

Switzerland, Producer Prices in % yoy, latest data:
01/2024
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—PGAI - IPI&PPI for the domestic market

Source: Macrobond, Bank J. Safra Sarasin, 12.02.2024
Exhibit 7: Output gap is slightly positive
Output Gap by SECO, Sport Event Adjusted, in %
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Domestic price pressures are still elevated

Manufacturing is the main problem

Where to go for the SNB?
Financial conditions should be eased
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Exhibit 5: Strong CHF lowered the PPl

Switzerland, price indices in % yoy
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Exhibit 8: Unemployment close to record low

Exhibit 6: Strong CHF on real effective basis

Switzerland, CHF-FX Indices, The Swiss National Bank
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Exhibit 9: Services sector grows strongly

Switzerland, Unemployment rate in %, latest data:
01/2024

Switzerland, Service Purchasing Managers’ Index
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Most importantly, Swiss inflation could also pick up again for domestic reasons. The out-
put gap is still slightly positive, the unemployment rate is close to record lows and senti-
ment in the services sector has picked up lately (Exhibits 7 to 9). Importantly, all these
three series are above the levels seen in 2015, when the real effective exchange rate
appreciated significantly after the SNB abandoned the FX floor versus the euro.

The problems of the Swiss economy are clearly centred in the manufacturing sector. The
Swiss Manufacturing Purchasing Managers’ Index (PMI) has remained below 50 since Jan-
uary 2023 (Exhibit 10). On the one hand, this likely reflects that the Swiss franc is over-
valued now. In contrast to 2022, the franc has not only appreciated in nominal terms but
also in real terms. Its real appreciation by 6.6% yoy is its most significant deviation from
its long-term average since 2015 (Exhibit 6). This might explain why its PMI has fallen
below those of its major trading partners. On the other hand, the depressed sentiment in
the manufacturing sector is also a global phenomenon as demand for manufactured
goods has declined after the pandemic. Swiss manufacturing companies are no exception.
They report insufficient demand independent of their export share (Exhibit 11).

Inflation is clearly on the way down. Globally, that is true for the goods sector. Yet its main
additional driver in Switzerland — the real appreciation of the exchange rate — is a force
that cannot be relied on indefinitely as the Swiss franc is highly valued already. Hence, the
SNB might factor in a future depreciation into its inflation forecasts. This could lead to a
higher inflation profile for 2025, even if its 2024 projections will be certainly lower than in
December. Still, it is fair to say that the economy has rebalanced to a certain degree and
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a restrictive monetary stance is showing its effects: Loan growth is negative, the labour
market is less tight, unfilled vacancies have declined and wage expectations are falling
(Exhibit 12 and 13). As a result, the risk of second round effects has declined significantly
and inflation is likely to remain within the target range in the coming two years. It is there-
fore just a matter of time when financial conditions could become less restrictive.

Exhibit 10: Manufacturing sector globally in recession Exhibit 11: Manufacturers suffer independent of their export share

S&P Global, Manufacturing PMI, SA, Index
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Exhibit 12: Unemployment should increase further Exhibit 13: Wages don’t pose a major risk for inflation
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A weaker Swiss franc would be the best
medicine for the economy

Tactical considerations for the first rate cut

What to watch before the next SNB policy
meeting on March 21
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At this stage, major imbalances in Switzerland are the real appreciation of the Swiss franc
and the recession in the manufacturing sector. Hence, the best targeted policy response
would be a depreciation, something the SNB has tried to engineer by verbal intervention
and most likely also through FX intervention. The second-best option would be a rate cut
in March — instead of our current base case — in June.

A rate cut shortly ahead of other central banks could be justified by low inflationary pres-
sure in Switzerland and the strong exchange rate. However, a rate cut far ahead of every-
one else bears the risk of being the only central bank that may fail to see that inflation is
flaring up globally again — as could be the case on the back of a no-landing scenario in
the US or other adverse global supply side shocks. The SNB has proven that it can act
independently from other central banks. It was right to start and stop increasing its policy
rate before the ECB in 2022 and 2023 respectively. It should use that reputation by not
cutting rates too early this time or only if other policy options are not effective.

Q4 GDP and the resulting output gap on February 29; February PMIs on March 1;
February CPl on March 4; February real effective exchange rate indices around March 7.
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Swiss yield discount is back

Alex Rohner After the Global Financial Crisis and the Euro Area Crisis, the ECB’s expansionary mon-
Fixed Income Strategist etary policies led to a sharp compression in the spread between euro area and Swiss
alex.rohner@jsafrasarasin.com capital market rates to close to zero. The sharp tightening cycle and the unwinding of
+41 58 317 3224 the ECB’s balance sheet expansion have reinstated a substantially lower Swiss capi-

tal market rates level relative to the euro area. We estimate that the fair value spread
of German Bunds and euro area swaps over the medium to longer term should be at
around 80 to 100bp to their Swiss counterparts.

Swiss capital market rates usually traded Swiss capital market rates usually traded at a substantial discount relative to their euro

below Euro area counterparts for structural area counterparts. The yield differential of German Bunds, the most comparable euro area

reasons peer, to Swiss government bonds is a good example. In the early 2000s, the average yield
differential amounted to about 150bp. Structurally lower inflation, more favourable debt
dynamics, but also the safe haven status of Switzerland had contributed to substantially
lower Swiss government bond yields. After the Global Financial Crisis (GFC) and the 2010-
2012 in particular, the yield differential compressed significantly (Exhibit1).

Expansionary monetary ECB policies The low inflation environment post GFC/ Euro Area Crisis allowed the ECB to run a very

compressed the German-Swiss yield spread loose monetary policy to stimulate growth and inflation. Sharply lower policy rates and
substantial asset purchase programmes for euro area government bonds depressed
yields and euro area capital market rates compared to those in Switzerland (Exhibit 2).
With the introduction of the euro area “Pandemic Emergency Purchase Programme” PEPP,
in March 2020, German 10-year Bund yields even dropped below Swiss government bond
yields for a while. It all changed in the middle of 2022.

Exhibit 1: Loose monetary policies depressed yield spreads sharply Exhibit 2: Euro area yield spreads tightened sharply until 2022
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Source: Bloomberg, Bank J. Safra Sarasin, 14.02.2024 Source: Macrobond, Bank J. Safra Sarasin, 14.02.2024

The start of the tightening cycle in 2022 ab- Sharply widening inflation differentials between the euro area and Switzerland forced the

ruptly upended the yield convergence ECB to tighten monetary policy much more aggressively than the Swiss National Bank
(SNB). The sharp appreciation of the Swiss Franc relative to the euro helped reduce infla-
tionary pressures in Switzerland and provided some of the necessary tightening of finan-
cial conditions that the SNB sought. Consequently, the SNB was able to fulfil its mandate
with fewer rate hikes than the ECB (Exhibits 3-4). So, the start of the global monetary
tightening cycle in 2022 was also the beginning of the great unwind of the spread conver-
gence between the euro area and Switzerland.

5 | Cross-Asset Weekly



£

J. Safra Sarasin

Cross-Asset Weekly

16 February 2024

Exhibit 3: Sharply widening inflation profile relative to Switzerland...

Exhibit 4: ...led to substantially more aggressive ECB tightening
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Policy rate divergence is the main driver of
long-term yield differentials

Exhibit 5: Policy rate divergence explains most of the yield spread

Safra Sarasin, 14.02.2024 Source: Macrobond, Bank J. Safra Sarasin, 14.02.2024
Policy rate expectations are the most important driver for bond yields, in particular during
hiking or easing cycles. Therefore, it should come as no surprise that the difference in
policy rate expectations explains most of the evolution of the 10-year yield differential
(Exhibit 5). Additionally, the partial unwinding of the ECB balance sheet expansion and
increased relative issuance of German bonds have contributed to the widening.

Exhibit 6: Longer-term swap spread differential is about 20bp
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Spreads should start to compress once ECB
can meaningfully cut interest rates

Fair value spread about 80 to 100bp to
Bunds and swaps
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10y German Bund spread to swaps, %
Longer-term average

Safra Sarasin, 14.02.2024 Source: Bloomberg, Bank J. Safra Sarasin, 14.02.2024
The yield spread to Bunds and swaps currently stands at around 150bp. Since the sharp
widening of the policy rate differential was the main driver of the widening in yield spreads,
we would expect some spread compression once the ECB starts cutting interest rates. The
magnitude of policy easing will likely be somewhat larger in the euro area than in Switzer-
land, hence, policy rate differentials will likely narrow again over time. In the shorter term,
the process to narrower spreads could be bumpy, in particular if the SNB decides to start
cutting rates in March, which would be most likely before the ECB.

Medium to longer term, the spread of euro area capital market rates relative to their Swiss
counterparts will likely converge towards a level reflecting expected structural growth and
inflation differences as well as expectations for the internal cohesion and stability of the
euro area. Our long-term estimates for 10-year German Bund yields (3%) and Swiss gov-
ernment yields (2.2%) imply a fair value spread of roughly 80bp. This also implies a differ-
ential between 10-year Euro area and Swiss swap rates of roughly 100bp — based on
historical swap spread averages (Exhibit 6).
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Following a strong 2023, the Swiss franc has
weakened somewhat in January

Exhibit 1: Stellar Swiss franc performance in 2023...
G10 FX performance, nominal effective exchange rates (NEER), % ytd

Swiss franc
Near-term upside looks constrained

Following a strong performance in 2023, the Swiss franc has weakened since the be-
ginning of this year - largely on the back of a rebound in global yields. Moreover,
recent data on the SNB’s FX reserves and bank’s sight deposits at the SNB point to-
wards FX interventions, which would also be warranted from a policy standpoint.
Hence we conclude that the EUR-CHF pair will likely trade within a range between
0.93 and 0.96 for most of the year.

Since the beginning of this year, the Swiss franc has undone some of its stellar perfor-
mance the currency delivered in 2023, when it outperformed all of its G10 peers in trade-
weighted terms (Exhibit 1). With almost 10% in 2023, the Swiss franc made large gains
against the US dollar, while rising by around 6% versus the euro (Exhibit 2).

Exhibit 2: ...yet the currency has shown some weakness in 2024
Swiss franc vs euro and US dollar
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Source: Macrobond, Bank J. Safra Sarasin, 15.02.2024

USD-CHF has moved along with the US-CH
yield differential

Exhibit 3: USD-CHF has largely followed recent yield dynamics

USD-CHF vs 2y govt bond yield differential

Source: Macrobond, Bank J. Safra Sarasin, 15.02.2024

Some time ago, we established that the yield differential is particularly important for the
USD-CHF pair (while for EUR-CHF, yields matter less than safe-haven considerations) and
indeed, much of last year’s appreciation of the Swiss franc against the US dollar was
driven by the shrinking Swiss yield disadvantage (Exhibit 3). Yet the re-widening of the US-
CH yield differential has pushed the Swiss franc lower since January.

Exhibit 4: The SNB’s FX reserves have risen since December 2023
SNB, FX reserves, in CHF bn
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Has the SNB returned to the old playbook of Yet a further driver likely is at work. Given the Swiss franc’s sharp appreciation at the end

FX intervention? of last year, speculation that the SNB is resorting to the old playbook is back. In December,
the SNB skipped its previous remark that its focus was on selling foreign currency, yet it
remains «willing to be active in the foreign exchange market as necessary». While the SNB
publishes data on its FX interventions only on a quarterly basis and with a substantial lag,
a look at the SNB’s FX reserves provides useful hints. In January, FX reserves rose for a
second time, following the December increase (Exhibit 4). Data on banks’ sight deposits
at the SNB similarly point towards foreign currency purchases. Over the past years, SNB
sight deposits have correlated well with FX interventions (Exhibit 5), yet money market rate
steering by the SNB has weakened the correlation since the second half of 2022. With an
increase of more than CHF 18bn in January, SNB sight deposits rose to an extent that
clearly exceeds the usual January seasonality (Exhibit 6).

Exhibit 5: Looser link between SNB sight deposits and FX intervention  Exhibit 6: Last week, SNB sight deposits rose by CHF 9bn
CHF bn Weekly change in SNB sight deposits, CHF bn
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FX intervention is also warranted from a pol- FX intervention would also be warranted from a policy standpoint. To address the concern

icy standpoint that excessive currency appreciation impedes the competitiveness of the Swiss economy,
the SNB pays particular attention to the trade-weighted real exchange rate. Over the past
months, the latter has risen substantially above its 10-year average (Exhibit 7), which
marks the strongest surge since the «Frankenschock» in 2015. At the time, the abrupt end
to the SNB’s minimum EUR-CHF exchange rate regime caught markets by surprise and
pushed the Swiss franc’s exchange rate substantially higher — in particular versus the
euro (Exhibit 8).

Exhibit 7: Swiss franc’s real exchange rate is markedly above trend Exhibit 8: Long-term real appreciation vs EUR, depreciation vs USD

SNB CHF effective exchange rate indices, % yoy Real exchange rates, CPI based, rebased to 01/01,/2010
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Source: SNB, Macrobond, Bank J. Safra Sarasin, 15.02.2024 Source: SNB, Macrobond, own calculations, Bank J. Safra Sarasin, 15.02.2024
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FX interventions the most likely policy option

We expect EUR-CHF to trade between 0.93

and 0.96 for most of this year

Swiss franc’s effective exchange rate is
largely driven by EUR-CHF

Exhibit A: EUR-CHF pair drives the real trade-weighted Swiss franc

SNB CHF REER index, CPI-based, CCY contributions, % yoy

As an alternative to FX interventions, the SNB could also counter the upward pressure on
the Swiss currency by cutting its policy rate. Yet we think that FX interventions would allow
the SNB to tackle the weakness in Switzerland’s export industry in a more targeted man-
ner. And given that inflationary pressures continue to be stronger in the services sector,
the SNB will likely want to avoid overstimulating the latter.

In conclusion, the SNB will likely continue to keep a close eye on its exchange rate. Taken
together with our expectation that EX volatility should remain low on the back of a similar
direction of travel across most G10 central banks, we think that the Swiss franc remains
fundamentally supported, while its upside should be constrained, given the possibility of
near-term FX intervention. Hence we believe that the Swiss franc will probably remain
within a narrow range and expect the EUR-CHF pair to trade between 0.93 and 0.96 for
most of this year.

Dissecting the dynamics of the Swiss franc’s real exchange rate since 2000

Dissecting the moves of the Swiss franc’s real trade-weighted exchange rate since 2000
reveals that the euro largely drives the Swiss franc’s real trade-weighted exchange rate,
followed by the US dollar (Exhibit A). Yet in 2023, the Swiss franc’s real appreciation was
particularly pronounced against the US dollar, given that inflation has come down some-
what quicker in the US than in the euro area (Exhibit B).

Exhibit B: In 2023, CHF appreciation was particularly strong vs USD
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Source: SNB, Bank J. Safra Sarasin, 15.02.2024
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Swiss equities

Headwinds fading

Wolf von Rotberg Swiss equities have trailed their global peers over recent quarters, as a combination
Equity Strategist of bottom-up and top-down factors weighed heavily on earnings and prices. Bottom-
wolf.vonrotberg@jsafrasarasin.com up, performance was dominated by the Swiss index’ two largest constituents, Roche
+41 58 317 30 20 and Nestlé. They displayed the second and third weakest annual performance among

the 20 SMI constituents in 2023, dropping by 16% and 9%, respectively. From a top-
down perspective, the sharp appreciation of the Swiss franc in 2023 was a major head-
wind. The Swiss franc’s real exchange rate recorded its steepest 12-month rise since
2015, fully accounting for the decline in consensus earnings estimates throughout
2023. As we do not expect the Swiss franc to appreciate further in real terms this year
and given that Swiss equities provide the most attractive dividend yield in at least 10
years, we believe they hold some appeal in the short- and long-term, in particular in a
world of structurally higher yields.

The Swiss index has been dragged lower by The Swiss market has been a serial underperformer over the past year, gaining a meagre

its two largest constituents in 2023 3.8% (5% total return) in 2023, compared to 24.2% for US equities and 16% for global
equities ex US (Exhibit 1). Both, bottom-up and top-down factors account for this diver-
gence. From a bottom-up perspective, the Swiss market’'s performance was as narrow,
driven by just a few stocks, as the US market’s performance, but with different signs. While
only seven stocks out of the S&P500’s constituents carried the US market higher, the
Swiss market was held back by its two largest constituents. Out of the 20 names in the
SMI, Roche and Nestlé were the second and third weakest Swiss large cap stocks in 2023,
dropping by 16% and 9%, respectively. Removing both of them, the Swiss market’s annual
price return rises to 6.1%, which would actually be above the S&P 500’s return ex the
“Magnificent 77 at 5.7% (Exhibit 2).

Exhibit 1: Swiss equities trailed the rest of the world Exhibit 2: Excluding Roche & Nestlé, SMI performance was solid
130 1 4 Jan 2023 = 100 108 1 4 Jan 2023 = 100
125 - S&P 500 106 S&P 500 ex "Magnificent 7"
120 | e MISC| AC World ex US SMI ex Roche & Nestlé
SMI 104
115
102
110
100
105
100 98
95 - . . : : : . 96 . . . : : T
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Source: Refinitiv, Bank J. Safra Sarasin, 14.02.2024 Source: Refinitiv, Bank J. Safra Sarasin, 14.02.2024

From a top-down perspective, the sharp ap- While idiosyncratic issues have certainly weighed on both stocks in 2023, the top-down

preciation in the real Swiss franc exchange environment has not been very favourable either. Being the most defensive marketamong

rate has weighed on the equity market major global indices, Swiss equities’ relative performance has suffered from the combi-
nation of three headwinds: (i) global demand, driven by the US, has held up substantially
better than expected, reflected by the improving global composite PMI new orders (Exhibit
3), (ii) rates have risen in the US and in Europe, and lastly (iii) the real exchange rate of the
Swiss franc has broken out from its range and appreciated by more than 6% in 2023,
which marks the strongest 12-month gain since 2015 (Exhibit 4).
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Exhibit 3: Swiss equities have underperformed macro momentum
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The entire drag on earnings in 2023 can be
explained by the strength in the currency

As FX headwinds fade, Swiss equities look at-
tractive on the basis of the yield they provide

Exhibit 5: Earnings have been weighed down by CHF REER strength
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11 | Cross-Asset Weekly

WA

2020

b M
SRy

Fitted (Swiss PMI, CHF REER, US 10-year yield)

Exhibit 4: Swiss franc real exchange rate at highest since 2015
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The appreciation in the Swiss franc has not only weighed on the relative performance but
was also the biggest headwind to absolute earnings. A simple three-factor earnings model
for Swiss equities, based on the PMI, the US 10-year yield and the Swiss franc’s real ef-
fective exchange rate (CHF REER) shows that a 1% appreciation in the CHF REER reduces
SMI earnings per share (12-month forward, Exhibit 5) by around 60bps. All else un-
changed, this means that the currency appreciation in 2023 shaved off around 4% to 4.5%
from the SMI’s aggregate EPS. As such, it was not only the single largest drag on earnings
last year, but has also dragged EPS changes into negative territory (Exhibit 6). Looking
ahead, this headwind is set to fade, given that we expect the Swiss franc real effective
exchange rate to remain flat in 2024.

While other drivers are unlikely to be overly supportive for earnings growth, we still think
the Swiss market has some room to outperform from a tactical point of view and over the
long term. Valuations are reasonable, in particular the dividend yield, which is the highest
relative to global equities in more than 10 years. Given the quality of Swiss companies’
balance sheets and earnings stability, the attractive dividend yield also underlines their
long-term appeal, in particular in a world of structurally higher yields.

Exhibit 6: Swiss equities provide an attractive dividend yield
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Economic Calendar
Week of 19/02 - 23/02/2024

Consensus
Country Time Item Date Unit Forecast Prev.
Monday, 19.02.2024
UK 01:00 Rightmove House Prices MoM Feb mom - 1.30%
01:00 Rightmove House Prices YoY Feb yoy -0.70%
Tuesday, 20.02.2024
us 08:00 Phil. Fed Non-Manufacturing Act. Feb Index - -3.70
16:00 US Leading Index Jan mom -0.30% -0.10%
Wednesday, 21.02.2024
us 13:00 MBA Mortgage Applications Feb16 wow - 3.70%
EU 16:00 Consumer Confidence Feb P Index -15.80 -16.10
us 20:00 FOMC Minutes
Thursday, 22.02.2024
GE 09:30 German Manufacturing PMI Feb P Index 46.50 45.50
EU 10:00 Eurozone Manufacturing PMI Feb P Index 47.00 46.60
UK 10:30 UK Manufacturing PMI Feb P Index = 47.00
us 14:30 Chicago Fed Nat Activity Index Jan yoy -- -0.15
14:30 |Initial Jobless Claims Feb17 1'000 -- -
16:00 Existing Home Sales Jan mn 3.97mn  3.78mn
Friday, 23.02.2024
GE 10:00 IFO Expectations Feb P Index -- 83.50
EU 10:00 ECB 1 Year CPI Expectations Jan % -- 3.20%
10:00 ECB 3 Year CPI Expectations Jan % -- 2.50%

Source: Bloomberg, J. Safra Sarasin as of 15.02.2024
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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 -7 20 -1.1
German Bund 10 year (%) 2.36 -2 34 2.2
UK Gilt 10 year (%) 4.05 7 52 -3.5
US Treasury 10 year (%) 4.26 8 38 2.1
French OAT - Bund, spread (bp) 48 -3 -5
Italian BTP - Bund, spread (bp) 150 -9 -18
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11,284 18.4 1.3 1.3
DAX - Germany 17,047 12.7 0.5 1.8
MSCI Italy 1,009 7.7 2.2 4.9
IBEX - Spain 9,927 10.2 0.2 -1.3
DJ Euro Stoxx 50 - Eurozone 4,743 13.6 0.8 5.2
MSCI UK 2,179 10.7 0.2 -1.4
S&P 500 - USA 5,030 24.2 0.7 5.6
Nasdaqg 100 - USA 17,846 33.0 0.4 6.2
MSCI Emerging Markets 1,008 13.8 1.0 -1.5
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.88 6.8 0.7 4.7
EUR-CHF 0.95 5.0 0.5 2.1
GBP-CHF 1.11 5.8 0.4 3.5
EUR-USD 1.08 5.9 -0.2 -2.5
GBP-USD 1.26 6.5 -0.4 -1.2
USD-JPY 150.3 8.9 0.6 6.5
EUR-GBP 0.86 4.3 0.1 -1.3
EUR-SEK 11.28 6.4 0.0 1.3
EUR-NOK 11.36 7.9 -0.1 1.2
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 96 10.0 -1.0 -3.0
Brent crude oil - USD / barrel 85 30.1 1.3 9.9
Gold bullion - USD / Troy ounce 2,004 10.2 -1.5 2.9

Source: J. Safra Sarasin, Bloomberg as of 15.02.2024
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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, 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, Kirchnerstrafle 6-8, 60311
Frankfurt am Main to clients domiciled or having their registered office in Germany and is directed exclusively at institutional clients who intend
to conclude investment business exclusively as entrepreneurs for commercial purposes. This clientele is limited to credit and financial services
institutions, capital management companies and insurance companies, provided that they have the necessary permission for the business
operation and are subject to supervision, as well as medium and large corporations within the meaning of the German Commercial Code (sec-
tion 267 (2) and (3) HGB).

Gibraltar: This marketing document is distributed from Gibraltar by Bank J. Safra Sarasin (Gibraltar) Ltd, First Floor Neptune House, Marina Bay,
Gibraltar to its clients and prospects. Bank J. Safra Sarasin (Gibraltar) Ltd whose Registered Office is 57 /63 Line Wall Road, Gibraltar offers
wealth and investment management products and services to its clients and prospects. Incorporated in Gibraltar with registration number
82334. Bank J. Safra Sarasin (Gibraltar) Ltd is authorised and regulated by the Gibraltar Financial Services Commission. Telephone calls may
be recorded. Your personal data will be handled in accordance with our Data and Privacy Statement. Where this publication is provided to you
by Bank J. Safra Sarasin (Gibraltar) Limited: This document is approved as a marketing communication for the purposes of the Financial Ser-
vices Act 2019. Nothing in this document is intended to exclude or restrict any liability that we owe to you under the regulatory system that
applies to us, and in the event of conflict, any contrary indication is overridden. You are reminded to read all relevant documentation before
making any investment, including risk warnings, and to seek any specialist financial or tax advice that you need. You are not permitted to pass
this document on to others, apart from your professional advisers. If you have received it in error please return or destroy it.

Hong Kong: This document is disseminated by Bank J. Safra Sarasin Ltd, Hong Kong Branch in Hong Kong. Bank J. Safra Sarasin Ltd, Hong
Kong Branch is a licensed bank under the Hong Kong Banking Ordinance (Cap. 155 of the laws of Hong Kong) and a registered institution under
the Securities and Futures Ordinance (cap. 571 of the laws of Hong Kong).
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Luxemburg: This publication is distributed in Luxembourg by Banque J. Safra Sarasin (Luxembourg) SA (the “Luxembourg Bank”), having its
registered office at 17-21, Boulevard Joseph II, L-1840 Luxembourg, and being subject to the supervision of the Commission de Surveillance
du Secteur financier — CSSF. The Luxembourg Bank merely agrees to make this document available to its clients in Luxembourg and is not the
author of this document. This document shall not be construed as a personal recommendation as regards the financial instruments or products
or the investment strategies mentioned therein, nor shall it be construed as and does not constitute an invitation to enter into a portfolio
management agreement with the Luxembourg Bank or an offer to subscribe for or purchase any of the products or instruments mentioned
therein. The information provided in this document is not intended to provide a basis on which to make an investment decision. Nothing in this
document constitutes an investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appro-
priate for individual circumstances. Each client shall make its own appraisal. The liability of the Luxembourg Bank may not be engaged with
regards to any investment, divestment or retention decision taken by the client on the basis of the information contained in the present docu-
ment. The client shall bear all risks of losses potentially incurred as a result of such decision. In particular, neither the Luxembourg Bank nor
their shareholders or employees shall be liable for the opinions, estimations and strategies contained in this document.

Monaco: In Monaco this document is distributed by Banque J. Safra Sarasin (Monaco) SA, a bank registered in “Principauté de Monaco” and
regulated by the French Autorité de Contrdle Prudentiel et de Résolution (ACPR) and Monegasque Government and Commission de 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 FCO27699. 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.
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