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A rate pause is moving closer

The latest bank failures in the US reveal that the rapid tightening in monetary policy over
the past 12 months is starting to cause cracks in the financial system. More restrictive
lending standards will contribute to tighter financial conditions, and help bring down ele-
vated inflation rates. As a result, the FOMC no longer anticipates a need for ‘ongoing rate
increases’ in order to attain a sufficiently restrictive monetary policy stance, but just that
some additional tightening ‘may be appropriate’. The Bank of England also struck a more
cautious tone, while still hiking the Bank Rate by 25bp. The ECB and the SNB have in-
creased their policy rates by 50bp at their last meetings as the monetary stance is not yet
deemed restrictive enough to bring inflation quickly down to target levels. Nevertheless,
we also expect smaller rate increases from both central banks going forward. We forecast
two more 25bp increases from the ECB and one 25bp hike from the SNB.

As central banks move closer to peak policy rates, we also expect yield curve dynamics to
start changing. In fact, the deeply inverted yield curves that we observe in many developed
markets rates structures already reflect a fairly tight monetary stance, which ultimately
will be loosened as disinflationary forces build up. Therefore, the potential for yield curves
to re-steepen over the next 6 to 12 months is rising, in particular in the US.

Finally, the recovery in equity markets since the beginning of the year has closely tracked
the turnaround in the global manufacturing PMI, led by China’s reopening. However, com-
pared to past cycles, China seems to do less to support the manufacturing sector, while
banking issues in the US will likely negatively impact growth. We therefore remain cautious
on equity markets in the months ahead.
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Main message from J. Powell: we have the
tools to address both our financial and price
stability mandates at the same time

Fed officials see the need to hike rates only
one more time given the expected tightening
in credit conditions

Officials have become a bit more pessimistic
about their economic outlook. We think that
pessimism has further scope to grow

Investors expect rate cuts in 2H23. FOMC
members don’t

For now, rates and the balance sheet will fo-
cus on different goals
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US macro: Fed meeting
Time for a break, but what comes after is unclear

The Fed tightened policy on Wednesday and indicated that the end of its hiking cycle is
in sight. While the new Summary of Economic Projections depict a slightly darker growth
outlook, it shows that Fed officials still expect inflation to take the next three years to
move back to target. As a result, no rate cuts are projected until next year. For now,
policy rates and the balance sheet will focus on different goals. Market participants,
however, see things differently. Given the banking turmoil, they think the Fed will be
forced into a U-turn almost as soon as this summer. This is likely too aggressive.

Jerome Powell was clear on Wednesday: the Fed, with the other government agencies, has
the tools to address stress in the banking sector, which, as a result, will not undermine its
objective of bringing down inflation back to its 2% target. As we had anticipated, the FOMC
raised it policy rate by 25bp, but also flagged that the end of the hiking cycle is in sight.
The main change to the statement is that the FOMC no longer anticipates a need for ‘on-
going increases’ in order to attain a sufficiently restrictive monetary policy stance, but just
that some additional tightening ‘may be appropriate’.

This change of heart since the Chairman’s Testimony earlier in March obviously has to do
with the recent bank failures. Credit conditions will most probably tighten further, though
the extent, the duration and hence the impact on the economy is still very uncertain.
What's quite clear, however, is that fewer rate hikes will be needed to attain the same
objective. The dot plot was little changed compared to December’s (J. Powell mentioned
in his Testimony that it would) and indicates that the Fed might hike its policy rate by a
final 25bp in May, then would leave it unchanged for the rest of the year.

The new Summary of Economic Projections (SEP) also points to a more challenging envi-
ronment for growth, with 4q/4q 2023 GDP revised down to 0.4% (from 0.5%), and to 1.2%
for 2024 (from 1.6%). Note that this 2023 median projection implies a drop in the level of
GDP between now and the end of the year, if GDP falls in line with the Atlanta Fed’s Now-
cast measure in the first quarter. The new SEP continues to show a gradual decline in
inflation (but according to Powell, a bumpy one), which is projected to get back to target
only by the end of 2025. Though projections for unemployment remain broadly un-
changed, with a rise to 4.5% by the end of this year (vs. 4.6% previously), the Chair admit-
ted that current banking stress doesn’t help their ‘soft-landing’ case. We clearly see risks
to their growth forecasts skewed to the downside, and those to unemployment skewed to
the upside.

The current turmoil in the banking sector makes our case for a ‘hard landing’ stronger.
Something similar often happens towards the end of a tightening cycle: credit spreads
widen, lending standards tighten, which tighten financial conditions and reduce the flow
of credit, despite falling risk-free rates. This isn’t a process that the Fed can hope to con-
trol with any precision. The question is how quickly the Fed will then resort to cut interest
rates. The risk to financial markets, which still price about 80bps of cuts in the second
half of the year, is that the Fed will not play ball given sticky and elevated inflation rates
(Exhibits 1, 2).

One thing that surprised us was that FOMC members apparently didn’t discuss QT. They
don’t see a contradiction in increasing the size of the Fed’s balance sheet through liquidity
operations and contracting it via selling bonds, as both things have different purposes


https://publications.jsafrasarasin.com/publ-dl-ch/dl-discl?dl=564F1B2ECBBB2E78BD678E188AB989FD8B5985961DDE10C90902041B5F0D97BD1219FDADAA9277BFD4C456F0B581952C

J. Safra Sarasin

Cross-Asset Weekly

24 March 2023

(Exhibit 3). They're also of the view that reserves in the banking system remain ample.
What worries us is their distribution, with smaller regional banks at risk of seeing more
deposit outflows. We continue to think that if banking stress builds up further, the Fed is
more likely to end QT early and will cut rates prematurely only if instability in the financial
system becomes too big to bear.

Exhibit 1: The Fed and financial markets disagree about the policy outlook
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Exhibit 2: Small banks contribute a large share to total bank credit flows
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Exhibit 3: Liquidity provisions and QT are pulling the Fed’s balance sheet in opposite directions
Change in assets on Fed balance sheet since June 1 2022, $, billion
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Higher inflation projections make a rate hike
in June and further FX interventions to
strengthen the Swiss franc very likely

Switzerland macro: SNB meeting

Higher rates required and further FX sales likely

The SNB increased its main policy rate by 0.5% to 1.5%. It also signalled that at least
another rate hike is needed as inflationary pressures have become stronger and prices
have broadly risen. The SNB also stressed that it used its FX reserves to strengthen the
Swiss franc and that it is likely to do so again in the future. We expect another rate hike
by 25bp in June and no further rate changes this year. Questions in the press conference
focused on the situation around Credit Suisse. The SNB explained that a swift decision
had been needed in order to avoid insolvency. Significant outflows of deposits and the
reduction of inter-bank credit lines indicated the considerable erosion of trust in the
bank. The SNB stands ready to provide liquidity to both UBS and Credit Suisse through
several facilities, partly against collateral, partly unsecured and partly backed up by fed-
eral guarantees.

According to the SNB, inflationary pressures have increased and broadened in Switzer-
land. Second-round effects and stronger imported inflationary pressures have been the
main contributors. The SNB revised up its inflation projections for 2023 and 2024 t0 2.6%
and 2.0% from 2.4% and 1.8%. In Q4 2025, the end of the projection horizon, inflation is
forecast to be at 2.1%, which still exceeds the upper bound of the target inflation rate of
0-2% (Exhibits 1, 2). This clearly makes tighter policies necessary. We expect another rate
hike by 25bp in June. The SNB also stated that it intervened in the FX market by selling
foreign exchange reserves and buying Swiss franc, and that it is likely to do so again.
Thereby, the SNB signals that it welcomes some appreciation of the Swiss franc. However,
it could also buy FX reserves in case the Swiss franc would appreciate too strongly over a
short period. The SNB revised up its growth forecast to 1.0% from 0.5% as energy prices
have fallen and China has re-opened.

Exhibit 1: SNB inflation projection based on constant interest rates Exhibit 2: Inflation expectations as of Q4 2022
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SNB explained that an orderly resolution of
Credit Suisse or a nationalization had not
been an option
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In the press conference, the SNB explained that nationalization of Credit Suisse would
have come with significant risks to the tax payers. An orderly resolution had not been an
option either because, in the currently fragile environment, a resolution of Credit Suisse
could have led to more uncertainty and triggered a bigger crisis internationally. No action
until Sunday evening would have led to an insolvency of Credit Suisse. The risks that the
new and even bigger UBS poses to the stability of the Swiss financial system and to the
taxpayers is likely to be discussed intensively in the coming months.



J. Safra Sarasin

Cross-Asset Weekly

24 March 2023

Alex Rohner

Fixed Income Strategist
alex.rohner@jsafrasarasin.com
+4158 3173224

All meaningful US yield curve inversions have
correctly signalled a recession

US fixed income
Don’t ignore the yield curve

All meaningful yield curve inversions (2y/10y) have correctly signalled a recession (as
defined by the NBER) since the late 1970s, even if the length of time between the points
at which the curve inverts and the recession can vary significantly. The current 9-month
old inversion therefore implies that (1) the odds of a recession in the US and lower rates
are increasing, although with few indications as to the time, and (2) the odds of a mean-
ingfully steeper curve 6 to 12 months down the road have materially increased. There-
fore, the 5- to 10y sector likely presents the best risk/return trade-off, while curve steep-
ening trades are best executed via the 5y/30y segment.

The messaging from the yield curve is based on the fact that, roughly speaking, an inverted
yield curve implies that market participants perceive current short-term rates as too high
to be sustained, and hence will need to move lower at some stage. A few observations are
important here: (1) all meaningful yield curve inversions (2y/10y) have correctly signalled
a recession (as defined by the NBER) since the late 1970s, (2) the length of the inversion
until the recession starts can vary significantly and (3) the recession is usually closer at
hand once the yield curve re-steepens sharply after an extended period of inversion. Our
second point is of particular interest: we note that in the late seventies and early eighties,
the yield curve was inverted for 21 months (1978-1979) and 12 months (1981-1982).
Rooting out embedded inflation took a long time and caused two subsequent recessions
in short order, while in later cycles, the inversion periods was shorter (Exhibit 1).

Exhibit 1: Meaningful curve inversions correctly signalled recessions Exhibit 2: The US yield curve has started to re-steepen
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The odds of a recession and a meaningfully
steeper curve 6 to 12 months down the line
have increased
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In the current interest rate cycle, the US 2y/10y yield curve segment has been inverted
for the past 9 months. This is still less than in the late 1970s, but closing in on what
happened from 1981-1982. This implies that (1) the odds of a recession in the US and
lower rates are increasing, although with yet few indications as to the timing, and (2) the
odds of a meaningfully steeper curve 6 to 12 months out have materially increased. The
recent moves in the yield curve would perfectly fit the playbook of a sharp (bull) re-steep-
ening as the recession is moving closer (Exhibit 2). We conclude that the sweet spot on
the yield curve shifts from ultra-long maturities to 5y to 10y maturities, which still have
enough duration to profit from lower yields, but will also benefit from a steeper curve. As
far as a positioning for curve trades is concerned, we would focus on the 5y/30y segment,
which we have mentioned on several occasions (see here, and here).
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Global equities

Why is the equity market so resilient?

Wolf von Rotberg The equity market recovery since the beginning of the year has closely tracked the turn-
Equity Strategist around in the global manufacturing PMI, which has been led by China’s reopening. While
wolf.vonrotberg@jsafrasarasin.com this level of fundamental support would be an encouraging signal in a normal cycle,
+41 58 317 30 20 there are several arguments which make us cautious on the strength of the recovery in

the months ahead. China has done less than in the past cycles to support the manufac-
turing sector while banking issues in the US will likely lead to tighter lending conditions
in the months ahead. In the euro area, the picture is similar, with the bank lending sur-
vey implying fading domestic support.

The rebound in the market over recent months  While some argue that the recovery since October has been a function of technical factors

is real, supported by somewhat improving and was largely flow-driven, underlying data suggest that improving fundamentals have

earnings.... been the key driver (Exhibit 1). Global equities have gained around 7% over the past 6
months, in line with an uptick in earnings revisions. These have started to turn higher after
persistently deteriorating revisions since August 2021 (Exhibit 1). It was not only the im-
provement in the headline earnings number which provided some support, but also the
breadth of revisions across sectors (Exhibit 2).

Exhibit 1: The equity market rebound has seen earnings support Exhibit 2: Earnings upgrades have been broad-based across sectors
MSCI AC World 1-month net earnings revisions r 40% 10% - 4-week net earnings revisions, latest and one month ago
40% -
° | ———MSCIAC World, 6m chg (ths) - 30% 0% | =
1 |
20% 20% 10% | el
1 1
1
0% 10% -20% - L
| |
0% -30% - W Latest = one month ago ! !
-20% ! |
-10% -40% Lo
© © < S @ e 181 g o = o
-40Y © © Q @ o Q0 Q < © o
40% -20% t ¢ & s ¢ Eg1=2rt e § g 8
2 5 s § 3!§, 8 8 9 £
S c £ o 1 2 s ©
-60% - L -30% £ 2 € 1S 2
2011 2013 2015 2017 2019 2021 2023 s 5 A
o 3 Lo
Source: Refinitiv, Bank J. Safra Sarasin, 22.03.2023 Source: Refinitiv, Bank J. Safra Sarasin, 22.03.2023

...and a rebound in the global manufacturing What's more, the turnaround in global macro momentum has been key for the turnaround

PMI in earnings revisions and has led global equities higher (Exhibit 3). The global manufac-
turing PMI has rebounded from its 3-year low in the fourth quarter of last year and moved
above 50 in February, for the first time since August. As a result, the 6-month momentum
of the PMI turned sharply higher, typically marking troughs in the equity market.

If this were a normal cycle, the current data With the market closely tracking the PMI, one could easily assume that a new bull market

would provide reason for optimism is in the making. We agree that this improvement in macro momentum would typically
justify a much more optimistic outlook for risk assets. Yet we believe there are good rea-
sons to remain cautious this time around. One reason is that the rebound has been very
concentrated in one region, which is China. China has become the world’s dominant man-
ufacturing hub over past decades, not only producing for the world but also driving the
cycle itself. Between the world’s major economies, it now accounts for more than 50% of
manufacturing value-add and, as a result, has become the swing factor in the global cycle
(Exhibit 4).
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Exhibit 3: Fundamentals have clearly improved over past months
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China’s recovery has been the dominant fac-
tor driving global manufacturing data higher

Exhibit 5: Ex-China, the manufacturing recovery is barely visible
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Looking at the most recent rebound in the global PMI, China’s re-opening has been instru-
mental in driving it. Once China data are removed from the global manufacturing PMI, the
recovery largely disappears (Exhibit 5). With the rest of the world merely bouncing off the
lows, the question is how powerful and sustainable the Chinese recovery is. It seems rea-
sonable to ask whether the Chinese economy can provide the same support to the global
cycle as it did in past years. Aware of the structural challenges the country is facing, the
Chinese administration has provided a fairly unambitious GDP growth target of “around
5%” for 2023. While recent data have clearly surprised to the upside, a crucial element of
past recoveries is missing: credit impulse was not turbo-charged, putting a lid on the po-
tential upside for manufacturing. Fully aware of the diminished returns from ever growing
debt levels and the structural challenges which come with it, the government seems to
bank on the return of the consumers instead of starting another big credit cycle (Exhibit
6). As such, we believe that the impulse for the global economy will be less pronounced
and more short-lived than in previous instances when China led the global recovery.

Exhibit 6: China’s rebound has little to no credit support
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Little credit support in China and tightening
lending standards in the US make us cautious
on the outlook
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2020 2022

While China’s manufacturing could see stable growth, it is also weighed down by weak
exports as developed markets slow. The question is whether the upside for manufacturing
in other regions looks more promising. We think the outlook in the US has all but deterio-
rated over recent weeks. The situation in the US banking sector will likely further weigh on
bank lending standards, which have been tightening for almost a year now (Exhibit 7). The
relevance of regional banks for the US must not be underestimated. In particular when it
comes to real estate lending, they are as important as larger US institutions, having un-
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derwritten more than half of all US real estate loans (Exhibit 8). This share has risen sub-
stantially over recent years, with close to 70% of commercial real estate loans sitting on
regional banks’ balance sheets, accounting for about 28% of regional banks’ total loan
books. While residential borrowers tend to rely more on large banks, the share of small
lenders in this market has risen as well. This just goes to show that tightening lending
conditions at smaller banks has the potential to fundamentally alter the course of the US
economy, which will likely be felt in the months to come.

Exhibit 7: US bank lending standards have tightened Exhibit 8: Small US banks dominate the real estate loan market
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Fed tightening should increasingly become Historically, Fed rate changes also affected the cycle with a 12-month lag (Exhibit 9). Given
visible in macro data that the Fed started to hike rates in March 2022 in the current cycle, the slowing impact
from higher rates should just start to show in the macro data.

Lastly, the lending situation in Europe does not look much better. While the manufacturing
sector has benefitted from China’s re-opening, monetary policy tightening is weighing
heavily on bank lending standards (Exhibit 9), implying downside risk for the cycle as well.

Exhibit 9: Fed tightening typically affects the cycle with a 12-month lag Exhibit 10: Euro area bank lending standards are tightening as well
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Macro support should soften again in the Thisleaves ustoconcludethatthe reboundinthe macro data, which has helpedtoreverse

months ahead, removing some of the support the earnings cycle and lifted markets higher, should be more of an intermediate rebound

year-to-date rather than a new bull market in the making. With the monetary tightening cycle still in full
swing, the banking issues in the US should be regarded as part of the transmission chan-
nel, passing on less favourable financial conditions, rather than a crisis which should be
avoided at any cost.

8 | Cross-Asset Weekly



£

J. Safra Sarasin

Cross-Asset Weekly

24 March 2023

Economic Calendar
Week of 27/03 - 31/03/2023

Consensus

Country Time Item Date  Unit Forecast Prev.

Monday, 27.03.2023

GE 10:00 IFO Expectations Mar Index - 88.50

EU 10:00 M3 money Supply YoY Feb yoy - 3.50%

Us 16:30 Dallas Fed Manf. Activity Mar Index -11.00 -13.50

Tuesday, 28.03.2023

us 14:30 Wholesale Inventories MoM FebP mom - -0.40%
16:00 Conf. Board Expectations Mar Index - 69.70
16:00 Richmond Fed Manufact. Index Mar Index -8.00 -16.00
16:30 Dallas Fed Services Activity Mar Index - -9.30

Wednesday, 29.03.2023

GE 08:00 GfK Consumer Confidence Apr Index - -30.50

us 13:00 MBA Mortgage Applications Mar24 wow -- 3.00%
16:00 Pending Home Sales MoM Feb mom -3.50% 8.10%

Thursday, 30.03.2023

EU 11:00 Economic Confidence Mar Index = 99.70

GE 14:00 CPI EU Harmonised MoM Mar mom - 1.00%
14:00 CPI EU Harmonised YoY Mar yoy - 9.30%

us 14:30 Initial Jobless claims Mar25 1'000 --
14:30 GDP Price Index 40T % 3.90%
14:30 Core PCE QoQ 40T qoq 4.30%

Friday, 31.03.2023

JN 01:30 Tokyo CPI Ex-Fresh Food, Energy Mar yoy -- 3.20%

YoY

EU 11:00 CPI MoM Mar P mom - 1.00%
11:00 CPI Core YoY Mar P yoy -- 5.60%

us 14:30 PCE Core Deflator MoM Feb mom 0.40% 0.60%
14:30 PCE Core Deflator YoY Feb yoy -- 4.70%
15:45 MNI Chicago PMI Mar Index 43.60 43.60

Source: Bloomberg, J. Safra Sarasin as of 23.03.2023
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A1W AYTD TRYTD in %
Swiss Eidgenosse 10 year (%) 1.15 16 -47 3.9
German Bund 10 year (%) 2.17 6 -40 3.2
UK Gilt 10 year (%) 3.36 4 -31 3.9
US Treasury 10 year (%) 3.41 -2 -47 4.3
French OAT - Bund, spread (bp) 53 -5 -2
Italian BTP - Bund, spread (bp) 190 -5 -25
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 10,719 16.6 0.0 1.2
DAX - Germany 15,210 11.7 1.6 9.2
MSCI Italy 827 8.4 2.1 9.5
IBEX - Spain 8,970 10.6 0.9 9.5
DJ Euro Stoxx 50 - Eurozone 4,207 12.4 2.3 11.4
MSCI UK 2,151 10.2 1.3 1.4
S&P 500 - USA 3,949 18.0 -0.3 3.3
Nasdaqg 100 - USA 12,729 24.5 1.2 16.6
MSCI Emerging Markets 978 12.0 3.9 2.6
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.92 8.6 -0.9 -0.8
EUR-CHF 0.99 6.5 0.6 0.4
GBP-CHF 1.13 7.9 -0.2 0.7
EUR-USD 1.08 8.6 1.5 1.2
GBP-USD 1.23 9.7 0.9 1.6
USD-JPY 130.5 13.1 -1.1 -0.5
EUR-GBP 0.88 6.8 0.7 -0.4
EUR-SEK 11.19 8.1 0.1 0.3
EUR-NOK 11.26 10.0 -1.2 7.2
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 103 11.9 0.6 -8.9
Brent crude oil - USD / barrel 75 31.2 1.8 -11.3
Gold bullion - USD / Troy ounce 1,986 18.8 3.5 8.9

Source: J. Safra Sarasin, Bloomberg as of 23.03.2023
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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.

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, 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)
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SMI

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, Kirchnerstrafe 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
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
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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 Controle
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 FC027699. 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.

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

Bank J. Safra Sarasin Ltd
Elisabethenstrasse 62
P.0. Box

4002 Basel

Switzerland

T:+41(0)58 317 44 44
F: +41(0)58 317 44 00
www.jsafrasarasin.ch
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