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The Fed pivot is here

Major central banks have again taken centre stage. They all agreed — more or less explic-
itly — that peak policy rates are here, but differed substantially with regard to the timing of
the first rate cuts. The Fed provided no push-back against market pricing for quick and
substantial rate cuts, however, both the ECB and the Bank of England stressed that policy
rates would need to stay in restrictive territory for somewhat longer in order to bring infla-
tion back to target levels. Similarly, the Swiss National Bank remains in a wait-and-see
mode. The very dovish Fed has led markets to price substantial policy easing for 2024
already starting in March, raising the odds for faster and larger rate cuts. We don’t expect
a shift in policy from the Bank of Japan at its December 18-19 meeting. Instead, Governor
Ueda is likely to emphasise the prerequisites for an exit from Negative Interest Rate Policy
and to indicate that the BoJ is growing more confident that these will be met in 1H24.

Over in the Crypto space, Bitcoin has staged a remarkable recovery. We see positive sen-
timent continuing in the near term, yet we note that idiosyncratic events will likely remain
in the driving seat more often than not. Finally, we look at Asia ex China, where Indian
equities now account for more than 20% of the EM Asia index market cap. While we would
not question the long-term growth and return potential of the Indian equity market, it is
starting to look stretched from a tactical point of view. Other markets, such as Korea and
Taiwan appear more attractive in the short term. A weaker US dollar should provide some
support in 2024 as well as a more balanced semiconductor inventory cycle.

We wish you all the best for the festive season and a good start into the year 2024!
The next Cross-Asset Weekly will be published on January 12, 2024.
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A much more dovish Fed than expected

The ECB acknowledges progress on inflation,
but wants to keep policy rates at restrictive
levels for some time

The BoE feels that not enough progress has
yet been made to bring inflation sustainably
down to target

SNB is in wait-and-see mode

Rates markets took the dovish Fed as a
green light to price faster and larger interest
rate cuts
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Central banks
A very dovish Fed

Major central banks have taken centre stage this week. They all agreed - more or less
explicitly - that peak policy rates are here, but differed substantially with regard to
the timing of the first rate cuts. The Fed provided no push-back against market pricing
for quick and substantial rate cuts, however, both the ECB and the Bank of England
stressed that policy rates would need to stay in restrictive territory for somewhat
longer in order to bring inflation back to target levels. Similarly, the Swiss National
Bank remains in a wait-and-see mode. The very dovish Fed has led all markets to price
substantial policy easing for 2024 starting in March, raising the odds for faster and
larger central bank cuts.

As expected, the Fed kept its policy rate unchanged at 5.25% - 5.5% for the third meeting
inarow. In the press conference, Chair Powell acknowledged that growth was slowing and
that inflationary pressures were clearly easing. In fact, in the Fed’s December dot plot,
median core PCE inflation expectations were revised down for both 2023 and 2024. Im-
portantly, the new dots imply no more hike in 2023 and one additional rate cut for 2024.
The Fed carefully weighs the implications of what it communicates, so adding another rate
cut in the dot plot seems to confirm the notion that the FOMC believes policy rates have
peaked and that the discussion is now about the timing and magnitude of rate cuts. Chair
Powell did not attempt to push back against current market pricing of early rate cuts during
the press conference, when only two weeks ago, he had stated that it would be “premature
to conclude with confidence that we have achieved a sufficiently restrictive stance”.

Over in Europe, the ECB also left policy rates unchanged and indicated that the peak has
likely been reached. However, President Lagarde noted that they would need to stay at
sufficiently restrictive levels for longer since domestic price pressures remain elevated.
Rate cuts were not discussed she said, although risks to economic growth remain tilted to
the downside. The ECB has not seen enough progress on inflation to be sufficiently confi-
dent to achieve its 2% target. Yet new staff projections show slight downward revisions to
growth and inflation in 2024 and 2025. Importantly, the ECB also announced further steps
in the reduction of its balance sheet. Bond holdings in the Pandemic Emergency Purchase
Programme (PEPP) will be reduced by 7.5bn EUR/month starting in H2 2024, before ter-
minating reinvestment of maturing bonds completely from 2025 onwards.

The Bank of England also kept rates unchanged, with three out of nine MPC members still
voting for a raise, and provided more push-back than the Fed against current market pric-
ing, which projects 130bps worth of cuts in 2024. The BoE noted that a restrictive mone-
tary policy was needed for an extended period of time. The labour market has started to
loosen and wage growth is moderating, but the BoE feels that not enough progress has
yet been made to bring inflation sustainably down to target.

The SNB has reduced its inflation forecast until 2026, reflecting that it feels comfortable
with current rates levels. The statement also no longer mentions that further hikes might
be necessary, leaving the SNB in wait-and-see mode.

Rates markets took the dovish Fed as a green light to price earlier, faster and larger inter-
est rate cuts. Investors, however, do not price policy rates to move meaningfully below our
estimate of neutral in most markets.
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Financial markets have mis-interpreted BoJ’s
recent messages, in our view

We don’t expect a policy shift at the Decem-
ber 18-19 meeting

Policy normalisation is still coming, most
likely in spring next year

Japan macro
The BoJ’s difficult communication task

The BoJ’s messaging with regard to its policy normalisation has been confusing over
past months. Investors have been wrong-footed several times ahead of policy meet-
ings. We don’t expect a shift in policy at its December 18-19 meeting. Instead, Gover-
nor Ueda is likely to emphasise the prerequisites for an exit from Negative Interest
Rate Policy and to indicate that the BoJ is growing more confident that they will be
met in H1 2024. We still expect a first rate hike in spring next year.

Mark Carney, Bank of England’s previous Governor, was accused of being an “unreliable
boyfriend” by a British politician back in 2014. The Governor was criticised for inconsistent
messaging about the outlook for interest rates. Painting top officials at the Bank of Japan
(BoJ) with the same brush wouldn’t be entirely unfair. Investors have been wrong-footed
several times ahead of previous policy meetings. Last week, some officials appear to have
raised the prospect, at least in the eyes of market participants, of an early exit of its Neg-
ative Interest Rate Policy (NIRP). These statements were subsequently amended.

In our view, comments by Governor Ueda and deputy Governor Himino didn’'t imply an im-
minent policy shift. But the market reaction showcases that the BoJ has a communication
challenge with inflation exceeding its 2% target for well over a year. The Bank needs to
keep alive market expectations of an incoming pivot, in part to prevent a further depreci-
ation of the yen. At the same time, it makes little sense for the Bank to surprise the market
as the economic case to end the very accommodative policy stance builds. We therefore
expect the Governor at next week’s meeting to emphasise again the prerequisites for an
exit and to indicate that the BoJ is growing more confident than those will be metin 1H24.

We still believe that the direction of travel is for a normalisation of policy. While goods
inflation should fall over the coming months, the BoJ has downplayed the role of cost-push
inflation in driving its decision. The focus, instead, is on domestically-generated inflation.
On balance, the evidence points to more sustained underlying inflationary pressures: (1)
Inflation expectations remain elevated; (2) The latest Tankan survey suggests that the
economy is likely already operating above full capacity and (3) The annual ‘Shunto’ nego-
tiations should lead to wage gains of around 3.5% for FY24, amid strong corporate earn-
ings and structural labour shortages. The BoJ is likely to pull the trigger next spring once
it receives confirmation that inflationary pressures have become more deeply rooted.

Exhibit 1: Inflation expectations remain elevated Exhibit 2: Operating at or above full capacity
Annual change, % Annual change, % Diffusion index (excessive - insufficient capacity)
5 -7 -30 2
3 ﬂ“v 5 -20 1
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, = ool X N A e //w\\ 0
1 AW, 3 -10 ~

-
L1 0
i 10

2006 2008 2010 2012 2014 2016 2018

==Japan headline inflation (adjusted for taxes), lhs

Tankan - all entreprises inflation expectations 1-year ahead, lhs

— Market breakeven inflation Rate, 10-year ahead, lhs
Households inflation expectations, 1-year ahead, rhs

Source: Macrobond, Bank J.

3 | Cross-Asset Weekly

20
30

2020 2022 2024

[N
a b~ W N P

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

—TANKAN Factor Utilization Index, inverted, Ihs
Output Gap (BoJ estimate), % of potential output, rhs

Safra Sarasin, 15.12.2023 Source: Macrobond, Bank J. Safra Sarasin, 15.12.2023



J. Safra Sarasin

Cross-Asset Weekly

15 December 2023

Dr. Claudio Wewel

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

Bitcoin has staged a remarkable recovery

Crypto update
Is the ‘crypto winter’ finally coming to an end?

Year-to-date, Bitcoin has staged a remarkable recovery, rising from 2-year lows around
$16’000 to well above $40’000. In essence, Bitcoin’s recent surge relates to a number
of recent developments, such as the anticipation of an SEC approval for crypto ETFs
as a result of a landmark ruling, the conclusion of investigations into Binance and
FTX, as well as the forthcoming of the 4th ‘Bitcoin halving’. Taken these factors to-
gether, we see benign sentiment in the near term, yet we note that idiosyncratic
events will likely remain in the driving seat.

Year-to-date, Bitcoin has staged a remarkable recovery, rallying from 2-year lows around
$16°000 to well above $40°'000 (Exhibit 1), leaving cryptos as the top performers across
asset classes this year (Exhibit 2). Bitcoin’s rise has been particularly accentuated over
the past months and hence reflects a number of recent developments that warrant a
closer look.

Exhibit 1: Bitcoin has staged a remarkably recovery Exhibit 2: Ytd, crypto assets are the best performing asset class
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Market speculation about the upcoming SEC
approval of a crypto ETF

US federal court ordered SEC to reconsider
applications for crypto ETFs
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While the general risk sentiment has certainly improved over the past months, the most
important drivers of Bitcoin’'s surge were crypto-specific. To start with, the past months
saw increased market speculation about the upcoming approval of an exchange traded
fund (ETF) on the Bitcoin spot price by the US Securities and Exchange Commission (SEC).
Several asset managers, including BlackRock, Fidelity, Invesco, Cathie Wood’s ARK Invest
and others, filed applications for crypto ETFs with the SEC. Absent the need for a digital
wallet, crypto ETFs would make it much easier for everyday investors to invest into digital
assets such as Bitcoin. Hence the release of crypto ETFs is expected to trigger a wave of
inflows into crypto assets from both private and institutional investors, which would likely
push the price of Bitcoin even higher in the near term.

So far, the SEC has refused to approve ETFs that are linked to Bitcoin’s spot instead of
futures prices. Yet the tide seems to be turning. Most importantly, the crypto asset man-
ager ‘Grayscale Investments’ won a lawsuit against the SEC in August, challenging the
SEC’s rejection of its 2021 application for a Bitcoin ETF. In what was widely considered a
landmark decision, the US federal court ruled that the SEC’s rejection was «arbitrary and
capricious» and ordered the SEC to reconsider its rejection.



https://www.reuters.com/business/finance/whats-stake-grayscales-spot-bitcoin-etf-case-against-sec-2023-08-29/
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Anecdotal evidence suggests that applica-
tion process is at an advanced stage

The resolution of legal cases against crypto
exchanges added to the tailwinds...

...along with the victory of pro-Bitcoin candi-
date Javier Milei in the Argentinian election

Going forward, ‘Bitcoin halving’ is expected
to be a major driver

Exhibit 3: Bitcoin dominance has risen again

While the SEC declines to comment on the progress of crypto ETF applications currently
underway, crypto assets have started to jump higher, given the community’s anticipation
of an eventual SEC approval. Moreover, insiders recently voiced that regulators are now
asking more detailed and technical questions (e.g., see ARK Invest founder Cathie Wood
in her November interview with CNBC). This is a departure from past practice where «filings
were just rejected out of hand», suggesting that the application process is at an advanced
stage. There seems to be a growing consensus in the crypto community that the approval,
which could be given as early as in January 2024, is more «a matter of when» but «not a
matter of if anymore». Indeed, crypto proponents have already started to declare the end
of the so-called ‘crypto winter’.

The resolution of two pending legal cases added to the recent tailwinds. The conviction of
Sam Bankman-Fried in early November was perceived as a major milestone for the indus-
try’s self-cleansing process. Even crypto insiders seem to hold this view. The founder of
the failed FTX exchange was found guilty of all seven counts of fraud and conspiracy. More-
over, the resolution of the legal dispute between the US Department of Justice and the
crypto exchange Binance constitutes a further step in the same direction. Pleading guilty
for money laundering, unlicensed money transmitting and sanctions violations, Binance
agreed to pay over $4bn. Founder Changpeng Zhao agreed to step down as the company’s
CEO and to pay a separate fine of $50m related to personal charges. But with a separate
lawsuit with the SEC is pending, Binance is not yet out of the woods.

The victory of anti-establishment and pro-Bitcoin candidate Javier Milei in the Argentinian
general election recently acted as a further positive catalyst. A believer in Austrian eco-
nomics, he praised Bitcoin as «the return of money to its original creator, the private sec-
tor». But while Milei’s takes on economic and the monetary system favour Bitcoin adop-
tion, his dollarisation plans (on which we lately commented here) would be at odds with
the introduction of Bitcoin as an official currency.

Going forward, ‘Bitcoin halving’ is expected to be a major driver. According to the halving
policy embedded in Bitcoin’s mining algorithm, the reward for miners for each success-
fully-mined block is cut in half after the mining of every 210’000 blocks. This occurs
roughly every four years. As such, the next Bitcoin halving is scheduled for April 23, 2024.

Exhibit 4: Bitcoin has performed well following previous halvings
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This time around, Bitcoin halving may lead to
a drop in mining activity
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This time around, Bitcoin halving could be particularly meaningful for miners, given that
energy cost has remained substantially above the levels prior to the last halving. While
miners are incentivised to move to locations with low electricity cost, it might essentially
drive several miners out of business, further adding to Bitcoin’s scarcity. Overall, Bitcoin


https://www.cnbc.com/video/2023/11/14/ark-invest-ceo-cathie-wood-most-people-understand-that-bitcoin-is-the-money-revolution.html
https://www.cnbc.com/video/2023/11/14/ark-invest-ceo-cathie-wood-most-people-understand-that-bitcoin-is-the-money-revolution.html
https://www.nytimes.com/2023/10/02/technology/crypto-insiders-sam-bankman-fried-conviction.html
https://www.justice.gov/opa/pr/binance-and-ceo-plead-guilty-federal-charges-4b-resolution
https://www.justice.gov/opa/pr/binance-and-ceo-plead-guilty-federal-charges-4b-resolution
https://www.coindesk.com/markets/2023/11/20/javier-milei-wins-argentine-presidency-bitcoin-gains-nearly-3/
https://www.coindesk.com/markets/2023/11/20/javier-milei-wins-argentine-presidency-bitcoin-gains-nearly-3/
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The importance of Bitcoin halvings for price
development looks somewhat overstated

Bitcoin’s direction will also depend on the dy-
namics of the US dollar

halving is regarded as a positive tailwind among crypto investors and likely contributed to
the recent pickup in Bitcoin’s dominance (Exhibit 3). A look at the previous three Bitcoin
halvings in 2020, 2016 and 2012 reveals that Bitcoin experienced an extended rally fol-
lowing each of the past three Bitcoin halvings (Exhibit 4).

Yet there is substantial debate as to what degree the previous Bitcoin cycles were driven
by the halvings. First, the reoccurrence of Bitcoin halvings is publicly known and hence
today’s Bitcoin price should in principle already reflect all future Bitcoin halvings. Second,
a reduction in mining activity could cause a drop in the hash rate (the combined compu-
tational power in the network), which might reduce network stability. Third, we recently
showed that an array of further factors significantly contributes to the price variation of
Bitcoin as well. In 2020, these were the pronounced weakness of the US dollar seen dur-
ing 2H20, along with ultra-low real yields, a stellar performance of the Tech sector and
excessive risk taking. Lastly, one could argue that cryptos’ stellar year-to-date perfor-
mance already reflects a considerable portion of the anticipated upside.

With regard to the macro environment, we think that an end of the relative outperformance
of the US economy may be benign for crypto assets. As we stressed earlier, Bitcoin shows
particularly high inverse correlation with the US dollar (Exhibit 5) and hence a weaker dol-
lar would be supportive for Bitcoin. Our macroeconomic base case of a mild recession in
the US implies (i) some more downside for yields, and (ii) a likely less restrictive monetary
policy stance, which — on balance —should also be supportive for the broader crypto
space. Yet an unexpected uptick in US inflation could easily result in a re-strengthening of
the US dollar on the back of higheryields, leaving Bitcoin exposed to substantial downside.
Either case is reflected in the recent rise in option-implied volatilities (Exhibit 6).

Exhibit 5: The US dollar represents the most important macro driver Exhibit 6: Implied volatility has ticked up in anticipation of large moves
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Cryptos are vulnerable to the downside, if ex-
uberant expectations are not met
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Taken together, we conclude that sentiment looks benign for crypto assets in the near
term. And given that the crypto space has weathered several storms, an increasing share
of crypto proponents is tempted to declare that the ‘crypto winter’ is over. Yet we caution
that regulatory approval is pending and idiosyncratic events will likely remain in the driving
seat. With an abundance of optimism priced, we note that crypto assets are vulnerable to
substantial downside if the crypto community’s exuberant expectations are not met.


https://publications.jsafrasarasin.com/publ-dl-ch/dl-discl?dl=889FDE88BFAEEE232F6D73719388CAEA5C67F9FD57777632BDC6BEEC4DEF8B096D1A6128036D77E9747A9284CD9E7D27
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Within EM Asia equities, India has gained its
market cap share at the expense of China

Exhibit 1: China’s market cap share has fallen by almost 20%-points

EM equities
Asia equities: A look beyond China

With Chinese equities’ relevance for the EM Asia index in decline, Indian equities are
filling the gap. They now account for more than 20% of the EM Asia index market cap,
a result of their stellar performance over the past three years. While we would not
question the long-term growth and return potential of the Indian equity market, it is
starting to look stretched from a tactical point of view. Other markets, such as Korea
and Taiwan appear more attractive in the short term. A weaker US dollar should pro-
vide some support in 2024 as well as a more balanced semiconductor inventory cycle.

The structure of the Emerging Market (EM) Asia equity market has seen a gradual yet fun-
damental change over the past three years. After decades of rising dominance, the share
of Chinese equities in the MSCI EM Asia peaked at above 50% in late 2020, before falling
back to an eight-year low of 35% today (Exhibit 1). The gap has largely been filled by Indian
equities, which saw their share in the MSCI EM Asia increase to an all-time high of 21%,
driven by their remarkable outperformance over the rest of Asia in the past four years
(Exhibits 2,4).

Exhibit 2: India has increased its share in the MSCI EM Asia to 21%
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Source: Refinitiv, Bank J. Safra Sarasin, 13.12.2023

Indian equities have outperformed most
global peers, due to their strong domesti-
cally-driven growth

At more than 7%, Indian growth has beaten
expectations, but is set to slow down to
around 6%
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Market cap share in the MSCI EM Asia
Source: Refinitiv, Bank J. Safra Sarasin, 13.12.2023

The outperformance of Indian equities vs most of their global peers has predominantly
been a function of the strong rebound in India’s growth after the pandemic. Largely insu-
lated from the global cycle and from the slowdown in China, India has outgrown most other
major economies in 2023 (Exhibit 3). This has directly translated into a strong earnings
recovery and into equity market performance.

At more than 7% in the last two quarters, India’s growth beat expectations. But we expect
activity to moderate towards 6% next year (its potential growth rate) as public capex spend-
ing slows and agricultural production weakens (see more details in this week’s Emerging
Markets Weekly). Growth in the last two years has been driven by strong increases in pub-
lic capex spending, while consumption has lagged due to the scarring effects from the
pandemic (Exhibit 5). While there has been a boom in the services export sector (e.g.
global capability centres that serve global businesses), the employment situation in other
sectors has not improved as much. A significant number of migrant workers that went
back to the rural area during the COVID years remain in the agricultural sector (45% of
total employment last year, compared to 42% pre-pandemic). Still, with China’s structural
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Exhibit 3: India sees strongest growth among major economies

IMF WEO, GDP Growth Estimates, 2023, % yoy
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Source: Macrobond, Bank J.

The heavily managed rupee has not gained as
the US dollar recently weakened

Exhibit 5: Strong growth in India has been driven by public capex

India, GDP Growth, % yoy
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slowdown, India’s growth at around 6% is hard to beat compared to the rest of the world.
More reforms could bring the potential growth closer to 7%.

Exhibit 4: Indian equities have outperformed across the board
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The rupee continues to be heavily managed as the Reserve Bank of India (RBI) leans
against the wind and accumulates reserves when the US dollar weakens. While foreign
direct investment has slowed this year, other capital flows including flows into the stock
market have seen a major recovery (Exhibit 6). The inclusion of Indian bonds in the JP
Morgan bond index should keep portfolio flows robust. We expect the RBI to continue its
current practice.

Exhibit 6: Robust portfolio flows should continue
India, Financial Account, USD billion
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Moderating growth will likely translate into
relative underperformance in 2024

Valuations are already elevated
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For the equity market, the moderating growth backdrop implies some short-term consoli-
dation after the strong performance over recent months. Quarterly GDP growth rates will
likely drop to around 1.5% qoq in 2024, which would imply a further retreat in PMIs. These
have already started to fade from their cycle peak at close to 62 in July. 1.5% of quarterly
GDP growth would be equivalent to a PMI level below 55 (Exhibit 7). Relative macro mo-
mentum would likely turn negative as a result and see Indian equities underperform global
equities by 5% to 10% over the coming 6 months (Exhibit 8).

This would happen against a backdrop of already very elevated valuations. The Indian eq-
uity market is trading with the highest PE among major global equity markets. At 21x, 12-
month forward EPS, it is even more expensive than the US large cap market and also trad-
ing at the highest premium relative to its own 10-year average among global indices
(Exhibit 9).
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Exhibit 7: Lower sequential growth likely means a lower PML... Exhibit 8: ...and relative underperformance of Indian equities
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Source: Refinitiv, Bank J. Safra Sarasin, 12.12.2023 Source: Refinitiv, Bank J. Safra Sarasin, 12.12.2023

Given the growth slowdown and elevated val-
uations, we would tactically wait for a more
attractive entry point for Indian equities

A weaker US dollar, which we expect in our base case, is unlikely to provide much support
either. Among major EM equity markets, Indian equities are the least sensitive to US dollar
moves, which is just another reflection of the market’s insulation against global develop-
ments (Exhibit 10). Lastly, while more private capex support may come after the election,
we cannot rule out higher market volatility in the period leading up to the election. Thus,
while the long-term growth story for Indian equities remains intact, we would adopt a more
cautious stance from a tactical point of view and wait for a more attractive entry point for
a strategic position in the market.

Exhibit 9: Indian equities are expensive on 12-month forward PEs Exhibit 10: Weaker US dollar does not help Indian equities
Price-to-earnings ratio 0.0 J—l_ i St :
24 : 1 | |
20 | 1 1 1
lo)] 1 1 1
16 01 | I
[} 1 1
12 | |
8 0.2 - ] !
1 1
4 I |
0 1 !
© ® T ©“W © ® £ D ® S ® X ® 0.3 1 ! !
S o) &) = © c © s 7] ) [ > < 1 1
c o = = =] < S < | 1
- = ‘© (&) 2 s X (&) | |
s w 0.4 R
© ) ) )
= m Correlation coefficient with USD
[2]
m Current ; 05 J (Relative performance vs World, common curr.)
10-year average W India Turkey  China  Taiwan Brazil Mexico S. Africa Korea
Source: Refinitiv, Bank J. Safra Sarasin, 12.12.2023 Source: Refinitiv, Bank J. Safra Sarasin, 12.12.2023

A weaker US dollar should support Korean
and Taiwanese equities on the other hand

The improvement in the global tech cycle
should also support Korea and Taiwan

Within EM Asia, Korean equities are most at-
tractive, followed by Taiwanese equities

9 | Cross-Asset Weekly

Other major EM markets appear more attractively positioned given the outlook for a
weaker US dollar. For instance, Korean and Taiwanese equities are attractively valued and
have benefitted from a weaker US dollar in the past (Exhibit 11).

Furthermore, the global tech cycle has turned and semiconductors sales are on the rise.
A new product cycle as well as the Al boom have led to robust chip production and exports,
after a slump that started in 2022. Growth in Korea’s semiconductor exports, for example,
is back in positive territory (Exhibit 12), while Taiwanese electronics exports are bouncing
back as well.

This leaves us to conclude that the EM Asia equity index is increasingly a sum of its parts,
rather than a homogenous market. Over the past 2.5 years, Chinese equities have been
struggling following a multitude of policy decisions by the government (internet platform
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and real estate developer crackdowns were two major decisions). India has risen in rele-
vance but remains a very domestically-driven market, while Korea and Taiwan are largely
geared towards the global tech and semi cycle. Against this backdrop, Korean equities are
looking the most attractive in our view, followed by Taiwanese equities. On Indian equities,
we would adopt a more cautious stance going into 2024, given the likely growth slowdown
and elevated valuations. With regard to Chinese equities, we continue to be very cautious,
mainly for regulatory reasons, even if the macro cycle is stabilising and valuations are

looking very attractive.

Exhibit 11: Korea and Taiwan both benefit from a weaker US dollar
Taiwan vs global, 6m chg _15%
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Source: Refinitiv, Bank J. Safra Sarasin, 13.12.2023
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Exhibit 12: The global semiconductor cycle is on the rise
Global Tech Cycle Indicators, % yoy
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Source: Macrobond, Bank J. Safra Sarasin, 13.12.2023
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Economic Calendar
Week of 18/12 - 22/12/2023
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Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 18.12.2023

GE 10:00 IFO Expectations Dec Index - 85.20

us 14:30 New York Fed Services Activity Dec Index - -11.90
16:00 NAHB Housing Market Index Dec Index 38.00 34.00

Tuesday, 19.12.2023

JN 03:30 BOJ Policy Balance Rate Dec19 % -0.10% -0.10%
03:30 BOJ 10-YrYield Target Dec19 % 0.00% 0.00%

us 14:30 Building Permits Nov 1'000 1460k 1487k
14:30 Housing Starts Nov 1'000 1360k 1372k

Wednesday, 20.12.2023

GE 08:00 PPl MoM Nov mom - -0.10%
08:00 PPIYoY Nov yoy - -11.00%

UK 08:00 CPIMoM Nov mom = 0.00%
08:00 CPIYoY Nov yoy - 4.60%
08:00 CPI Core YoY Nov yoy - 5.70%

us 16:00 Conference Board Expectations De Index - 77.80

Thursday, 21.12.2023

us 14:30 |Initial Jobless Claims Dec16 1'000 = --
14:30 Philadelphia Fed Business Outl. Dec Index -3.00 -5.90
16:00 Leading Index Nov mom -0.40% -0.80%
17:00 Kansas City Fed Manf. Activity Dec Index -- -2.00

Friday, 22.12.2023

JN 00:30 Natl CPI YoY Nov yoy - 3.30%
00:30 Natl CPI Ex Fresh, Energy YoY Nov yoy -- 4.00%

UK 08:00 Retail Sales Ex Auto Fuel MoM Nov mom -- -0.10%
08:00 Retail Sales Ex Auto Fuel YoY Nov yoy -- -2.40%

us 14:30 PCE Core Deflator MoM Nov mom 0.30% 0.20%
14:30 PCE Core Deflator YoY Nov yoy 3.40% 3.50%
14:30 Cap Goods Orders Nondef Ex Air NovP mom -- -0.30%
14:30 Cap Goods Ship Nondef Ex Air NovP mom -- 0.00%
16:00 New Home Sales Nov 1'000 690k 679k

Source: Bloomberg, J. Safra Sarasin as of 14.12.2023
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A 1W (bp) AYID (bp) TRYTDin%
Swiss Eidgenosse 10 year (%) 0.66 -13 -96 8.4
German Bund 10 year (%) 2.12 -16 -45 5.6
UK Gilt 10 year (%) 3.79 -15 12 3.4
US Treasury 10 year (%) 3.94 -28 7 3.0
French OAT - Bund, spread (bp) 52 -3 -2
Italian BTP - Bund, spread (bp) 167 -12 -47
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11’210 18.3 2.2 7.8
DAX - Germany 16’752 12.5 0.7 20.3
MSCI Italy 962 8.0 0.5 27.7
IBEX - Spain 10172 10.6 0.4 28.8
DJ Euro Stoxx 50 - Eurozone 4’539 12.8 1.5 23.7
MSCI UK 2'191 11.2 1.8 6.2
S&P 500 - USA 4720 21.9 2.9 24.9
Nasdaqg 100 - USA 16’538 29.4 3.2 52.4
MSCI Emerging Markets 993 13.4 2.4 6.7
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.87 6.6 -1.5 -6.2
EUR-CHF 0.95 5.5 0.6 -3.7
GBP-CHF 1.11 6.3 0.2 -1.1
EUR-USD 1.10 6.4 2.1 2.7
GBP-USD 1.28 7.1 1.7 5.7
USD-JPY 141.9 10.7 2.1 8.2
EUR-GBP 0.86 5.0 0.4 -2.8
EUR-SEK 11.27 7.2 0.1 1.0
EUR-NOK 11.54 9.2 -1.7 9.9
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 99 15.0 1.2 -12.5
Brent crude oil - USD / barrel 77 39.8 4.0 -5.0
Gold bullion - USD / Troy ounce 2'037 15.0 0.4 11.7

Source: J. Safra Sarasin, Bloomberg as of 14.12.2023
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Important legal Information

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

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

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

Past performance is no indication of current or future performance. Investments in foreign currencies are subject to exchange rate fluctuations.
Exchange rate risk will apply if the investor’s reference currency is not the same as the investment currency. Information containing forecasts
are intended for information purpose only and are neither projections nor guarantees for future results and could differ significantly for various
reasons from actual performance. The views and opinions contained in this document, along with the quoted figures, data and forecasts, may
be subject to change without notice. There is no obligation on the part of Bank or any other person to update the content of this document. The
Bank does not accept any liability whatsoever for losses arising from the use of the Information (or parts thereof) contained in this document.
Neither this document nor any copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person.
This information is not directed to any person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such
distribution is prohibited and may only be distributed in countries where its distribution is legally permitted.

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

Bloomberg

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

ICE Data Indices

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

J.P. Morgan

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

MSCI Indices

Source: MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not
be used as a basis for or a component of any financial instruments or products or indices. None of the MSCl information is intended to constitute
investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such.
Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The
MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this information.
MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively,
the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness,
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timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the
foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including,
without limitation, lost profits) or any other damages. (www.msci.com)

SMiI

SIX Swiss Exchange AG (“SIX Swiss Exchange”) is the source of SMI Indices® and the data comprised therein. SIX Swiss Exchange has not
been involved in any way in the creation of any reported information and does not give any warranty and excludes any liability whatsoever
(whether in negligence or otherwise) — including without limitation for the accuracy, adequateness, correctness, completeness, timeliness, and
fitness for any purpose — with respect to any reported information or in relation to any errors, omissions or interruptions in the SMI Indices® or
its data. Any dissemination or further distribution of any such information pertaining to SIX Swiss Exchange is prohibited.

Distribution Information

Unless stated otherwise this publication is distributed by Bank J. Safra Sarasin Ltd (Switzerland).

The Bahamas: This publication is circulated to private clients of Bank J. Safra Sarasin (Bahamas) Ltd, and is not intended for circulation to
nationals or citizens of The Bahamas or a person deemed ‘resident’ in The Bahamas for the purposes of exchange control by the Central Bank
of The Bahamas.

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

Germany: This marketing publication/information is being distributed in Germany by J. Safra Sarasin (Deutschland) GmbH, Kirchnerstrafie 6-
8, 60311 Frankfurt am Main, for information purposes only and does not lodge claim to completeness of product characteristics. Insofar as
information on investment funds is contained in this publication, any product documents are available on request free of charge from J. Safra
Sarasin (Deutschland) GmbH, Kirchnerstrae 6-8, 60311 Frankfurt am Main in English and German language. To the extent that indicative
investment options or portfolio structures are included, the following applies: The indicative investment options or portfolio structures pre-
sented in these documents and the underlying model calculations are based on the information and data provided to us in the context of the
asset advisory discussion, and we have not checked them for accuracy or completeness. The indicative investment option/portfolio structure
described here is thus intended as a guide and does not make any claim to comprehensive suitability but aims to inform you about the general
possibilities that an investment entails. In order to provide you with a final investment recommendation that is tailored to your specific situation,
we need further information, in particular on your investment goals, risk tolerance, experience and knowledge of financial services and products
and your financial situation. This publication is intended to be distributed by J. Safra Sarasin (Deutschland) GmbH, KirchnerstraRe 6-8, 60311
Frankfurt am Main to clients domiciled or having their registered office in Germany and is directed exclusively at institutional clients who intend
to conclude investment business exclusively as entrepreneurs for commercial purposes. This clientele is limited to credit and financial services
institutions, capital management companies and insurance companies, provided that they have the necessary permission for the business
operation and are subject to supervision, as well as medium and large corporations within the meaning of the German Commercial Code (sec-
tion 267 (2) and (3) HGB).

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

Hong Kong: This document is disseminated by Bank J. Safra Sarasin Ltd, Hong Kong Branch in Hong Kong. Bank J. Safra Sarasin Ltd, Hong
Kong Branch is a licensed bank under the Hong Kong Banking Ordinance (Cap. 155 of the laws of Hong Kong) and a registered institution under
the Securities and Futures Ordinance (cap. 571 of the laws of Hong Kong).

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

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

Panama: This publication is distributed, based solely on public information openly available to the general public, by J. Safra Sarasin Asset
Management S.A., Panama, regulated by the Securities Commission of Panama.

Qatar Financial Centre (QFC): This material is intended to be distributed by Bank J. Safra Sarasin (QFC) LLC, Qatar [“BJSSQ"] from QFC to
Business Customers as defined by the Qatar Financial Centre Regulatory Authority (QFCRA) Rules. Bank J. Safra Sarasin (QFC) LLC is authorised
by QFCRA. This material may also include collective investment scheme/s (Fund/s) that are not registered in the QFC or regulated by the
Regulatory Authority. Any issuing document / prospectus for the Fund, and any related documents, have not been reviewed or approved by the
Regulatory Authority. Investors in the Fund may not have the same access to information about the Fund that they would have to information
of a fund registered in the QFC; and recourse against the Fund, and those involved with it, may be limited or difficult and may have to be pursued
in a jurisdiction outside the QFC.

Singapore: This document is disseminated by Bank J. Safra Sarasin Ltd., Singapore Branch in Singapore. Bank J. Safra Sarasin, Singapore
Branch is an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110), a wholesale bank licensed under the Singapore
Banking Act (Cap. 19) and regulated by the Monetary Authority of Singapore.

United Kingdom: This document is distributed from the UK by Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch, 47 Berkeley Square, London,
W1J 5AU, to its clients, prospects and other contacts. Bank J. Safra Sarasin (Gibraltar) Ltd offers wealth and investment management products
and services to its clients and prospects through Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch. Registered as a foreign company in the
UK number 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.
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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