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The ECB is preparing for lower excess liquidity

The ECB has decided on a new operational framework that should remain functionable as
the size of its balance sheet shrinks. The ECB will continue to steer money market rates
with its Deposit Facility Rate in a system of excess liquidity. However, this excess liquidity
will be supplied both by the ECB’s asset purchases, and, increasingly, also by commercial
banks’ demand for credit operations with the ECB.

Consequently, the ECB will target EUR overnight rate levels close to the Deposit Facility
Rate (DFR) with weekly refinancing and 3-month liquidity operations, while retaining a
structural bond portfolio to keep an appropriate stock of bank reserves. With the current
pace of balance sheet reduction, it will take time before excess liquidity approaches levels
where overnight rates detach meaningfully from the DFR and where the operational frame-
work can prove itself.

Over in the US, a hotter-than-expected US CPI print and the weak retail sales report re-
leased earlier this week are a reminder that last year’s disinflationary boom has likely
ended. With the normalisation of the supply side of the economy largely done, inflation
will be driven by more sticky demand-related factors. As such, central banks’ best course
of action is to lengthen the runway on which to land the economy.

Finally, gold’s sharp upward move towards $2'200 per ounce can be attributed to a large

degree to continued demand from Emerging Markets (EM). The overall environment
should remain supportive and keep the gold price elevated throughout 2024.
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ECB operational framework

Preparing for a smaller balance sheet

Dr. Karsten Junius, CFA The ECB has decided on a new operational framework that should remain functionable
Chief Economist as the size of its balance sheet shrinks. The ECB will continue to steer money market
karsten.junius@jsafrasarasin.com rates with its deposit facility rate in a system of excess liquidity. However, this e xcess
+41 58317 3279 liquidity will be supplied both by the ECB’s asset purchases, and, increasingly, also by

commercial banks’ demand for credit operations with the ECB. These will be con-
ducted at full allotment procedures and will satisfy the marginal liquidity needs of the
banking sector. In order to encourage the use of these facilities from September 18
onwards, the ECB will reduce the spread between the deposit rate and the main refi-
nancing rate to 15bp, from currently 50bp. The ECB has also decided to keep the min-
imum reserve ratio at 1%. Minimum reserves are not remunerated.

ECB will continue to use a floor system to The ECB decided to maintain the current “floor system” in which excess liquidity provi-

steer the money market rate sioning will guarantee that the ECB’s deposit rate (DFR) is the central policy rate for money
markets (Exhibit 1). It is called a floor system as the deposit rate provides a floor under
which money market rates don’t fall significantly as financial institutions with access to
the ECB facilities can always deposit their liquidity at the DFR safely with the ECB.

Under the “corridor system” money market Before the financial crisis, the ECB was using a so-called “corridor system” in which struc-

rates stayed within a corridor set by the tural liquidity shortages guaranteed a certain demand for central bank liquidity. This li-

deposit and the marginal refinance rates. It quidity was mainly provided through refinancing operations against collateral at the main

centred around the main refinance rate refinancing rate (MFR). The ECB provided just as much liquidity as necessary such that
there were no systematic excess reserves in this system. The system came to an end when
the ECB created a substantial amount of bank reserves once it started its quantitative
easing programmes (Exhibit 2). Quantitative easing increased the asset side of the ECB
balance sheet mainly through the volume of assets purchased and the credit extended to
financial institutions via the Targeted Long-Term Refinance Operations (TLTRO) (see posi-
tion 7.1 and 5.2 in Exhibit 3). In exchange, liabilities to credit institutions increased on the
liability side of the ECB balance sheet (see position 2.2 in Exhibit 3). The substantial vol-
ume of deposits that financial institutions held at the ECB exceeded their minimum re-
serve requirements by a huge margin. This constituted the excess liquidity that guaran-
teed that short-term money market rates did not exceed the ECB’s deposit rate. That rate
is called the floor as banks wouldn’t lend funds at a lower rate than the one they can earn
from the ECB.

Exhibit 1: The deposit rate will remain the main policy rate Exhibit 2: ECB balance sheet still shows sizable excess reserves
Euro Area: policy rates in % (at announcement date) Liability Side of ECB Consolidated Balance Sheet, in billion EUR, last data: 08/03/2024
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Exhibit 3: The balance sheet of the ECB

Assets (millions) Liabilities (millions)
1Gold & Gold Receivables 649,094 1Banknotes in Circulation 1,543,359
2 Claims on Non-Euro Area Residents Denominated in Foreign Currency, Total 499,887 2 Liabilities to Euro Area Credit Institutions Related to Monetary Policy Operatio 3,662,105
2.1Receivables from the IMF 229,619 2.1 Current Accounts (Covering the Minimum Reserves System) 197,994
2.2 Balances with Banks & Security Investments, External Loans & Other Extern 270,269 2.2 Deposit Facility 3,464,083
3 Claims on Euro Area Residents Denominated in Foreign Currency 15,120 2.3 Fixed-Term Deposits 0
4 Claims on Non-Euro Area Residents Denominated in Euro, Total 15,412 2.4 Fine Tuning Reverse Operations 0
4.1 Balances with Banks, Security Investments & Loans 15,412 2.5 Deposits Related to Margin Calls 28
4.2 Claims Arising from the Credit Facility under ERM I 0 3 Other Liabilities to Euro Area Credit Institutions Denominated in Euro 33,056
5 Lending to Euro Area Credit Institutions Related to Monetary Policy Operation: 401,615 4 Debt Certificates Issued 0
5.1 Main Refinancing Operations 3,571 5 Liabilities to Non-Euro Area Residents Denominated in Euro 191,632
5.2 Longer-Term Refinancing Operations 398,044 5.1 General Government 148,240
5.3 Fine-Tuning Reverse Operations (Assets) 0 5.2 Excluding General Government 81,616
5.4 Structural Reverse Operations 0 6 Liabilities to Other Euro Area Residents Denominated in Euro, Total 229,856
5.5 Marginal Lending Facility 0 7 Liabilities to Euro Area Residents Denominated in Foreign Currency 17,037
5.6 Credits Related to Marginal Calls 0 8lLiabilities to Non-Euro Area Residents Denominated in Foreign Currency, Total 3,576
6 Other Claims on Euro Area Credit Institutions Denominated in Euro 23,729 8.1 Deposits, Balances & Other Liabilities 3,576
7 Securities of Euro Area Residents Denominated in Euro 4,832,661 8.2 Liabilities Arising from the Credit Facility under ERM Il 0
7.1Securities Held for Monetary Policy Purposes 4,630,121 9 Counterpart of Special Drawing Rights Allocated by the IMF 177,116
7.2 Other Securities 202,540 10 Other Liabilities 215,231
8 General Government Debt Denominated in Euro 20,853 11 Revaluation Accounts 634,891
9 Other Assets 354,817 12 Capital & Reserves 105,329
Total Assets 6,813,189  Total Liabilities 6,813,189

Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024

Over time, the liquidity needs of the financial In the past two years, excess reserves of financial institutions decreased significantly

sector have increased through two developments. (1) Banks had to repay maturing TLTROs and some proceeds
from maturing bonds held in the asset portfolios of the ECB were not reinvested (Exhibit
4). (2) Liquidity demand of the financial sector increased mainly as the demand for bank-
notes in circulation that they provide for their clients surged (Exhibit 5). As both trends can
be expected to continue, it is a question of time before excess reserves fall to a level at
which short-term money market rates might not remain anchored at the DFR anymore, but
would be bid up instead towards an undesirably higher level. Unfortunately, neither the
ECB nor the financial sector knows exactly at which level of reserves that is the case.

Exhibit 4: Quantitative tightening reduces the ECB balance sheet Exhibit 5: Demand for banknotes increases over time
EUR, trillion

Eurosystem Monetary Policy Portfolios, Cumulative net holdings in EUR, trillion 2.00
50 1.74 trillion PEPP 1.75
4.0 1.50
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1.0 I|||||||| 028 rllon CBPP3 0.50
0.0 Mﬂnﬁmmﬂnﬂﬂﬂﬂﬂﬂﬂ[ﬂﬂlﬂlﬂlﬂlﬂ"ﬂ“ﬂ"ﬂlﬂ“ 0.25
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mCorporate Sector Purchase Programme (CSPP) mPublic Sector Purchase Programme (PSPP) 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
Covered Bond Purchase Programme 3 (CBPP3) Pandemic Emergency Purchase Programme (PEPP)
= Asset Backed Securities Purchase Programme (ABSPP) =Banknotes in Circulation *Minimum Reserves Requirements
Source: Macrobond, Bank J. Safra Sarasin, 13.03.2024 Source: Macrobond, Bank J. Safra Sarasin, 13.03.2024

Money demand could become more volatile It is also highly likely that the equilibrium level of excess reserves will be very volatile as
banks may want to hold more liquidity in financially turbulent times and when interbank
lending dries up. It is also likely that online banking will increase the liquidity that banks
will want to hold for precautionary reasons over time, as clients can shift their deposits
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The new framework combines elements of
the floor and the corridor system

The reduction between the spread between
the main refinancing and the deposit rate
provides an incentive for banks to use the
regular refinancing operations

The ECB will not unwind its asset portfolios
completely. Instead they will grow in the me-
dium term
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from one institution to the next with a mouse click. This would facilitate digital bank runs.
The new operational framework has to guarantee that financial institutions have access
to enough liquidity-providing instruments such that also in crisis times short-term money
market rates remain close to the level desired by the ECB.

With the new operational framework, the ECB operates under a system of excess reserves
such that short-term money market rates remain close to the deposit facility rate. How-
ever, in contrast to the current system and the one by the Fed, it is not supplying the whole
liquidity through the purchase of assets. Instead, it intends that in the future only the
structural liquidity needs are provided that way. The marginal liquidity demand of financial
institutions shall be satisfied by refinancing operations (mainly position 5.1., but also 5.2.
and 5.5 on the asset side of the ECB balance sheet). As a result, the ECB should also be
able to learn about banks’ demand for liquidity, that for the moment it can assess only
very vaguely. Hence, the new operational system is hybrid in two ways. (1) It combines
monetary tools from the floor and the corridor system and (2) it creates excess liquidity
through the supply of central bank reserves via asset purchases but also through demand
for its refinancing operations. That also implies that “excess reserves” become “voluntary
reserves” of financial institutions.

The ECB has lowered the spread between the main refinancing and deposit facility rate
from 50bp to 15bp in order to encourage banks to use the regular refinancing tender op-
erations. They will be operated at a full allotment fixed rate procedure. This means that
financial institutions receive the full amount they are requesting from the ECB at a fixed
rate. As a result, banks can rely that their refinancing costs do not increase if their demand
for funds increases. This will also limit the volatility of money market rates.

The provision of structural liquidity by structural means has the advantage that financial
institutions don’t have to roll over most of their liquidity needs on a weekly basis. This
clearly reduces their operational risks and requires less collateral. However, it also means
that the ECB will have to hold structural asset portfolios for that purpose. Hence, it will not
unwind all the quantitative easing of the past years. Instead, at some point in the future,
it will even have to increase its asset holdings again — at least in nominal terms — yet not
in % of euro area GDP (Exhibit 6). The ECB also stated that it has to support the EU’s gen-
eral policies as a secondary objective. Therefore, it plans that these structural asset port-
folios will have a “green tilt”. We conclude that these asset portfolios will also include
corporate bonds because the ECB may find it politically difficult to apply ESG criteria for
government bonds.

Exhibit 6: ECB balance sheet will decline further in % of euro area GDP
Consolidated Balance Sheet & Flows of MFI Sector, Eurosystem, Total Assets & Liabilities

Euro, trillion in % of GDP
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Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024



£

J. Safra Sarasin

Cross-Asset Weekly

15 March 2024

Euro are fixed income

Dealing with lower excess reserves

Alex Rohner The ECB’s new operational framework has been set up to deal with the implementa-
Fixed Income Strategist tion of monetary policy in times of lower excess reserves. The ECB will steer EUR
alex.rohner@jsafrasarasin.com overnight rates close to the Deposit Facility Rate (DFR) with weekly refinancing and
+41 58 317 3224 3-month liquidity operations, while retaining a structural bond portfolio to keep an

appropriate stock of bank reserves. Yet it will take time before excess liquidity ap-
proaches levels where overnight rates could detach meaningfully from the DFR and
where the operational framework can prove itself.

The Global Financial Crisis 2008 marked are- Before 2008, the ECB provided the banking system with tailored amounts of reserves to

gime change fulfil their reserve requirements, mainly through regular refinancing operations. The over-
night EUR rate therefore closely tracked the Main Refinancing Operations (MRO) rate. With
non-standard monetary policies after the Global Financial Crisis 2008 and the concomi-
tant large oversupply of bank reserves, the EUR overnight rate (O/N) dropped to the ECB’s
Deposit Facility Rate (DFR) — the rate at which banks can deposit their excess reserves
with the ECB. Since 2008, the EUR O/N rate has closely tracked the DFR (Exhibit 1).

Exhibit 1: Eonia-ESTR O/N rate has moved down to the DFR in 2008  Exhibit 2: Higher excess reserves lead to lower O/N rates

6.0 Adjusted ESTR (Eonia) minus Deposit Facility Rate, %
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115 - | reserves
4.0 i
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Deposit Facility Rate (DFR) Eonia/ESTR (O/N) 00 10 20 30 40 50
; ) . Excess reserves, tn EUR
Main Refinancing Rate
Source: Macrobond, Bank J. Safra Sarasin, 13.03.2024 Source: Macrobond, Bank J. Safra Sarasin, 13.03.2024

Excess reserve level at which EUR O/Nrates The ESTR (O/N) rate is an unsecured rate at which bank reserves are traded and which

detach from DFR is likely below 2tn EUR replaced Eonia in 2019. While the DFR should theoretically constitute a floor for overnight
rates, in practice, the ESTR (O/N) has traded often below the DFR. There are a few rea-
sons: (1) the average ESTR rate also includes transactions with counterparties (lenders)
that do not have access to the ECB Deposit Facility, and hence have to settle for slightly
lower rates. (2) The oversupply of reserves has reduced demand from banks for short-term
liquidity and caused downward pressure on overnight rates. The latter point is substanti-
ated by the clear relationship of excess reserves and the negative spread of EUR overnight
rates with the Deposit Facility Rate (Exhibit 2). Past data suggest that an excess liquidity
level where O/N rates could start to detach from the DFR is likely below 2tn EUR.

It will take time before the new framework According to the new ECB operational framework, the ECB will steer EUR overnight rates

can prove itself close to the Deposit Facility Rate (DFR) with weekly refinancing and 3-month liquidity op-
erations. However, at the current pace of balance sheet reduction, it will take time before
excess liquidity approaches levels where EUR overnight rates will start to meaningfully
detach from the DFR, and where the operational framework can prove itself.
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Supply chains, either alone or in interaction
with labour-market slack, explain most of the
rise and fall in inflation

Inflation is now driven by more sticky de-
mand-driven factors. To what extent fewer
vacancies will feed into higher unemploy-
ment remains highly uncertain

The return to 2% inflation is likely to be
bumpy. Central banks are likely to ease pol-
icy gradually later this year
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Global macro
Navigating the final stretch of inflation

The hotter-than-expected US CPI print and the weak retail sales report released earlier
this week are a good reminder that last year’s disinflationary boom has likely ended.
With the normalisation of the supply side of the economy largely done, inflation will
be driven by more sticky demand-related factors. Still, a less predictable supply side
will complicate the assessment of how much spare capacity there is. As such, central
banks’ best course of action is to lengthen the runway on which to land the economy.

Inflation in advanced economies fell rapidly in 2023, while economic activity was often
more resilient than anticipated. This outcome was very much the result of a rapid pick-up
in the supply side of the economy as it normalised after the series of shocks of the previ-
ous years. The inflation overshoot at the start of the pandemic resulted from clogged sup-
ply chains, either alone or in interaction with labour market slack, as well as strong de-
mand for goods. In the US, most of the decline over the past year can be explained by a
reversal of that same process (Exhibit 1). But with the normalisation of the supply side of
the economy largely done, this benign disinflationary phase has likely come to an end.
Indeed, supply chains have healed. And the factors that led to stronger labour supply, such
as the significant increase in net immigration into the US, are unlikely to play out again.

Services inflation, labour market slack and inflation expectations will be the key drivers of
the next disinflation phase. While labour markets have cooled and wage growth has
peaked in most countries, it remains at levels that are inconsistent with central banks’ 2%
inflation targets in some countries. Policymakers will want to see a further cooling of la-
bour market conditions. Yet there are two important sources of uncertainty. The first one
relates to the rise in unemployment associated with a further decline in unfilled positions,
the second to inflation expectations. While inflation expectations remain well anchored
for the long term, short-term expectations seem to be less well anchored than prior to the
pandemic. This could require more economic pain to return inflation back to target.

In our view, underlying inflation will be stickier and the return to central banks’ targets
bumpier. Given such an uncertain environment, the best course of action is probably to
lengthen the runway on which to land the economy. As a result, we expect central banks
to proceed with gradual and carefully calibrated rate cuts later this year.

Learn more on this topic by reading our latest Macro & Strategy Focus

Exhibit 1: The supply-driven disinflation phase has ended. Will the last mile be the hardest?

Excess core PCE inflation - deviation from 2%; ppt contribution, QoQ annualised
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m Inflation exp. m Relative import prices m Slack m Supply chains m Slack-supply chain interaction m Residuals

Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024
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Gold has reached a new alltime high in
nominal terms, but not in real terms

Exhibit 1: Gold at new all-time high...
Gold, USD per troy ounce
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Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024

Elevated inflation prints have pushed the
gold price to a higher level...

...but the higher physical demand from EM
probably is most important
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Gold
Emerging Market demand will likely remain key

With gold surging towards $2°200 per ounce, the precious metal is shining once again.
The moderate retreat in real yields and the persistence of high inflation partially ex-
plain its strong performance. But in our view, higher physical demand from Emerging
Markets (EM) remains key. Central bank buying continues to be strong and there is
ample evidence that Chinese and Indian private demand has risen over the past few
quarters. The overall environment should remain supportive and keep the gold price
elevated throughout 2024. Yet some caution is warranted in the near term, given that
gold looks overbought from a tactical perspective.

Gold’s sudden surge to a new all-time high has come a bit as a surprise, given the lack of
an obvious trigger. Over the past two weeks, gold rose from just above $2’000 to almost
$2'200 per ounce (Exhibit 1), while it remains substantially below its all-time high in real
terms (Exhibit 2). Of course, the moderate retreat in real yields partially explains the year-
to-date performance. But the move looks outsized. While it had been tight for many years,
gold’s correlation with real yields has loosened over the past two years. In early 2022, the
strong surge in global yields opened up a substantial gap between the US TIPS 10-year
yield and gold (Exhibit 3).

Exhibit 2: ...but not in real terms
Gold, USD per ounce

Exhibit 3: Gold decoupled from yield levels
Gold vs US 10y real yields
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Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024 Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024
If we deflate gold with US headline inflation, the gap diminishes to some extent. This
shows that the current gold price level also is a result of the high inflation experienced
over the past few years. Going forward, we think that inflation readings could remain a
relevant driver as markets reassess the probabilities that inflation remains more elevated
or weigh the possibility that central banks revise up their inflation targets.

Yet structural changes likely account for the largest portion of the gap. Sometime ago, we
noted that central banks in Emerging Markets had emerged as important buyers of gold.
Last year’s gold purchases confirm this notion. The World Gold Council (WGC) reports
China as the largest buyer of gold in 2023 (Exhibit 4). Moreover, central banks’ gold pur-
chases have risen substantially in aggregate (Exhibit 5). We see these purchases as part
of a greater effort to reduce political dependence on the US dollar, for which the freeze of
Russian dollar assets at the onset of the war in Ukraine has likely acted as an important
catalyst. In essence, the surge in institutional demand has created a «central bank put»
which shields gold against the high prevailing real yield levels.
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Exhibit 4: PBoC was largest buyer in 2023

Largest changes in official gold reserves in 2023, tonnes

China 225

Poland 130
Singapore 76
Libya 30
Czech Republic 19
Germany -2
Bolivia -8
Cambodia -10
Uzbekistan -25
Kazakhstan -57

-100 -50 O 50 100 150 200 250

Source: WGC, Bank J. Safra Sarasin, 14.03.2024

Given muted growth, weak sentiment and a
restricted investment universe, gold is in de-
mand among Chinese investors

Exhibit 7: The China gold premium has repeatedly risen to $100

China gold premium, USD per ounce

Exhibit 5: CB demand has surged since 2022

Worldwide quarterly central bank gold purchases, tonnes

Exhibit 6: Chinese and Indian buyers matter
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Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024 Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024
While institutional demand is significant, its volume remains second to private purchases.
In this space, Chinese and Indian consumers remain the key players (Exhibit 6). Yet incen-
tives to invest in gold have clearly risen for Chinese buyers, given weaker growth prospects
and the underperformance of China’s equity market. Neither is an improvement of China’s
housing market in sight. Sharp capital controls and the absence of viable investment al-
ternatives make gold bars and coins an appealing safe haven for Chinese investors. In
addition, the opportunity cost of holding gold is comparatively low for Chinese investors,
given low interest rates. As a result, the Shanghai-London gold premium has recently risen
to elevated levels (Exhibit 7).

Exhibit 8: Relative Strength Index (RSI) indicates gold is stretched
Gold, USD per ounce, RSI 14d
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Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024

Indian consumers could make a difference to
physical demand as the economy matures
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Source: Macrobond, Bank J. Safra Sarasin, 14.03.2024

In contrast to China, India’s macro dynamics continue to be strong with GDP growing at
more than 6% in 2023. Given the significance of the Indian market for the demand for
jewellery, we believe that India’s growth dynamics should turn into an increasingly im-
portant structural driver of the gold price. Putting these pieces together, we expect higher
structural demand from Emerging Markets to support gold at elevated levels throughout
the year. Yet some caution is warranted in the near term, given that the metal looks over-
bought from a tactical perspective (Exhibit 8).



£

J. Safra Sarasin

Cross-Asset Weekly

15 March 2024

Economic Calendar
Week of 18/03 - 22/03/2024

Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 18.03.2024

Us 13:30 New York Fed Services Bus. Act. Mar Index - -7.30

Tuesday, 19.03.2024

JN 03:30 BOJ Policy Balance Rate Marl9 % -0.10% -0.10%
03:30 BOJ 10-YrYield Target Marl9 % 0.00% 0.00%

GE 11:00 ZEW Survey Expectations Mar Index - 19.90

us 13:30 Building Permits Feb 1'000 1500k 1470k
13:30 Housing Starts Feb 1'000 1430k 1470k

Wednesday, 20.03.2024

UK 08:00 CPlmom Feb mom = -0.60%
08:00 CPI Core YoY Feb yoy - 4.00%
08:00 RPI MoM Feb mom = -0.30%
08:00 RPIYoY Feb yoy = 4.90%

us 13:00 MBA Mortgage Applications Marl5 wow -- 7.10%
20:00 FOMC Rate Decision (Upper B) Mar20 % 5.50% 5.50%

Thursday, 21.03.2024

N 00:50 Jibun Bank Japan PMI Mfg Mar  Index -- 47.20

GE 09:30 Germany Manufacturing PMI Mar Index -- 42.50

EU 10:00 Eurozone Manufacturing PMI Mar Index = 47.10

UK 10:30 UK Manufacturing PMI Mar Index -- 47.50
13:00 Bank of England Bank Rate Mar21 % -- 5.25%

us 13:30 Philadelphia Fed Bus. Outlook Mar Index -2.50 5.20
13:30 |Initial Jobless Claims Marl6 1'000 - 209k
14:45 US Manufacturing PMI Mar Index - 52.20
15:00 Leading Index Feb mom -0.30% -0.40%

Friday, 22.03.2024

JN 00:30 Natl CPI YoY Feb YoY 2.90% 2.20%
00:30 Natl CPI Ex Fresh Food YoY Feb YoY 2.90% 2.00%

GE 10:00 IFO Expectations Mar Index -- 84.10

Source: Bloomberg, J. Safra Sarasin as of 14.03.2024
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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 (%) 0.79 9 9 -0.1
German Bund 10 year (%) 2.43 16 40 2.7
UK Gilt 10 year (%) 4.09 10 55 -3.1
US Treasury 10 year (%) 4.27 20 40 2.2
French OAT - Bund, spread (bp) 45 0 -9
Italian BTP - Bund, spread (bp) 128 -4 -40
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11,721 18.7 1.8 6.5
DAX - Germany 17,942 12.9 0.6 7.1
MSCI Italy 1,076 9.2 1.3 11.9
IBEX - Spain 10,491 10.7 1.7 4.3
DJ Euro Stoxx 50 - Eurozone 4,993 14.2 0.4 10.8
MSCI UK 2,222 11.4 0.8 1.3
S&P 500 - USA 5,150 21.4 -0.1 8.3
Nasdaq 100 - USA 18,015 26.7 -1.5 7.3
MSCI Emerging Markets 1,049 14.7 1.9 2.8
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.88 6.0 0.9 5.1
EUR-CHF 0.96 4.4 0.3 3.6
GBP-CHF 1.13 5.3 -0.1 5.2
EUR-USD 1.09 5.5 -0.5 -1.4
GBP-USD 1.27 6.0 -0.9 0.1
USD-JPY 148.1 8.5 0.7 5.0
EUR-GBP 0.85 4.1 0.4 -1.5
EUR-SEK 11.27 5.5 0.8 1.1
EUR-NOK 11.52 7.0 1.0 2.6
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 99 7.8 1.6 0.8
Brent crude oil - USD / barrel 86 23.0 0.8 10.2
Gold bullion - USD / Troy ounce 2,170 10.8 0.5 5.2

Source: J. Safra Sarasin, Bloomberg as of 14.03.2024

10 | Cross-Asset Weekly



J. Safra Sarasin

Cross-Asset Weekly

15 March 2024

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, Kirchnerstrafe 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, Kirchnerstrae 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).

12 | Cross-Asset Weekly



£

J. Safra Sarasin

Cross-Asset Weekly

15 March 2024

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 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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