£

J. Safra Sarasin

Cross-Asset Weekly

12 January 2024

After the Fed pivot

After one of the sharpest and quickest tightening cycles in history, most developed mar-
kets central banks have indicated that peak policy rates have been reached and that rate
cuts are on the table for 2024. In fact, the disinflationary process in most developed mar-
kets seems to be going faster than previously expected, although it is largely the result of
normalising supply chains rather than a slowdown in demand. However, central banks
seem to be increasingly concerned about the economic outlook, making more and faster
policy rate cuts likely. This should help to reduce ‘left-tail’ risks to financial markets.

In our monthly macro and strategy update, we have therefore brought forward our first
policy rate cuts to Q2 2024, from Q3, and we have increased the magnitude of cuts for
2024 by 25bp-50bp. While we still expect a mild recession in the US, we also think that
additional policy easing will lead to a faster recovery as we move into 2025.

Even after the fierce bond rallyin November and December, market expectations for policy
rates are still not priced to go below levels considered neutral. While a rise in yields is
possible over coming months, we continue to have a positive view on bond markets and
expect yields to be lower in 6 to 12 months, with yield curves steepening.

In FX, a short-term dollar rebound looks likely as rates have stopped falling. Swiss franc
appreciation should slow down somewhat going forward. Finally, we have upgraded our
year-end forecast for gold.

In equities, we have upgraded our targets, raising the 2024 S&P 500 forecast to 5100.
The Fed’s dovish pivot implies more protection for the equity market in a downside sce-
nario, while it should also help to lift valuations and support earnings until year-end, in
our base case. Over coming months, however, we remain cautious, given the deteriorating
macro dynamics and expect most of the upside only to materialise in H2 2024.
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Faster-than-expected disinflation and a more
dovish Fed will probably result in earlier and
more global policy easing than previously an-
ticipated

Fed to cut rates in May or June
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Monthly macro and strategy forecast update

The faster-than-expected decline in inflation as well as Chair Powell’s dovish pivot at
the end of last year have reinforced the perception in financial markets that the Fed
has nailed a soft landing. While we also recognise that the Fed is likely to cut rates a
bit earlier and faster than previously anticipated, we don’t think this will be enough to
prevent the economy from falling into a mild recession in 2024. We still think that
economic slack is a necessary condition for inflation to move closer to target. Instead,
we think the recovery into 2025 will be stronger than previously anticipated. In Eu-
rope, the ECB and the BoE will probably follow in the Fed’s footsteps once there is
more evidence that underlying inflation is on downward trend. We continue to have a
constructive outlook for fixed income and have upgraded our year-end forecast for
gold. In the equity space, we have upgraded our year-end targets, raising the 2024
S&P 500 forecast to 5100. The Fed’s dovish pivot implies more protection for the eq-
uity market in a downside scenario, while it should also help lift valuations and earn-
ings slightly until year-end in our base case.

Global macro

Two important developments in the past few weeks have led us to make some revisions
to our macroeconomic and policy rate outlook. First, inflation fell faster than expected at
the end of last year in most major advanced economies, pushing down our inflation fore-
casts for 2024 (Exhibit 1). Second, faster disinflation and a more balanced labour market
enabled the Fed, and in particular Chair Powell, to turn more dovish at the FOMC Decem-
ber meeting. The Fed now sees the risks to his dual mandate (price stability and full em-
ployment) as more balanced and is getting more concerned that it would inflict ‘unneces-
sary pain’ to the real economy if it were to keep policy tight for too long. In short, faster
disinflation should allow the Fed, and most likely other central banks, to be a bit more
forward-looking than previously anticipated.

Exhibit 1: Inflation surprised to the downside late last year
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Source: Macrobond, Bank J. Safra Sarasin, 10.01.2024

As a result, we have brought forward our expectation for a first Fed rate cut by one quarter
to May/June. We also think that the Fed will be more comfortable in providing some addi-
tional support than previously anticipated once the real economy shows more signs of
weakness. We see the Committee lowering its policy rate by 150bp by year end, an addi-
tional 50bp compared to our previous forecasts.
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A soft landing of the economy would require
another big increase in supply. We think this
is unlikely

Does it mean the economy will avoid a recession and that the Fed will manage to soft land
the economy? We still believe that this scenario is rather unlikely. Strong economic growth
alongside falling inflation, as the US economy experienced last year, was very much the
result of a net positive supply shock. But this is unlikely to be repeated. Indeed, supply
rose faster than demand as production bottlenecks were removed and more people re-
entered the labour force, reducing imbalances in the economy. But the post-pandemic
normalisation to supply in products and labour markets have largely run their course, in
our view (Exhibits 2-3). Stronger productivity growth, perhaps on the back of a fast deploy-
ment of Artificial Intelligence (Al), would support economic activity and reduce inflationary
pressures. While we have little doubt that Al will lead to important productivity gains in the
future, we are more sceptical that it could make a significant contribution in the next few
quarters. History shows that it takes some time for new technologies to be widely adopted
and to make a difference at a macro level.

Exhibit 2: The disinflationary impulse in the goods sector has passed Exhibit 3: Older workers would need to re-enter the labour force to

boost labour supply
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We expect demand to weaken, unemploy-
ment to rise and the economy to fall into a
mild recession around mid-year

Euro area growth to remain weak in the win-
ter half, and unemployment rate to rise some-
what
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We return to the question of the long and variable lags of monetary policy and the extent
to which demand will slow this year. In our view, past tightening is still working through
the system, as highlighted by falling credit flows, rising bankruptcies and default rates
(Exhibit 4). From the moment the economy no longer operates at full employment, any
decline in demand is more likely to result in additional layoffs rather than just a cancella-
tion of unfilled positions, as is currently the case. Though we might not be at this point yet,
we have definitely moved much closer (Exhibit 5). On balance, we still think that the US
economy is somewhat more likely to fall into a mild recession this year than not. But the
rise in economic slack should weigh on wage growth and services inflation, bringing the
inflation rate closer to target. A more pro-active Fed implies that the recovery we anticipate
into 2025 should be a bit stronger than previously forecast. As such, we have revised up
our 2025 GDP growth number to 1.6%, from 1.4% previously.

In the euro area, growth has remained anaemic and probably contracted in Q4. Still, the
latest activity and consumer confidence surveys are a little more encouraging, in part re-
flecting the drop in headline inflation and a return to positive real wage gains. But this
could be a double-edged sword. Euro area unemployment rate in 2023 remained histori-
cally low, despite weak aggregate demand. Companies preferred to reduce hours worked,
in part because hoarding labour was relatively cheap with real wage growth being deeply
negative. But as labour becomes costlier, the opportunity cost of hoarding labour rises
and companies might need to shed labour if demand remains sluggish, as we expect.
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Exhibit 4: Weaker credit flows should weigh on the economy Exhibit 5: Lower openings are likely to come with job destruction
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Wage and services inflation should continue So far, the ECB has been wary of signalling any incoming policy easing. Still, wage gains

to come down, allowing the ECB to ease pol- for advertised positions have come down compared to last year and suggest that negoti-

icy in Q2 ated wage growth will fall by about 1pp by spring (Exhibit 6). Though this is still too elevated
to be consistent with the ECB’s 2% inflation target, lower wage pressures should also feed
into lower services and core inflation. We expect the ECB to revise down again its inflation
and growth outlook, allowing for more policy easing than we previously anticipated. We
now see the deposit rate falling to 2.75% by year end, instead of 3.25%.

Similar dynamics should unfold in the UK In the UK, the decline in wholesale gas and electricity prices have led us to revise down
significantly the energy price caps that are set by the regulator, and, as a result, headline
inflation. We expect inflation to average 2.3% this year, compared to 3% previously. This
should help bring down inflation expectations, and eventually wage inflation too. Still the
sharp fall in headline inflation will boost real wages, and put a floor under consumer con-
fidence and spending. What is notable, however, is that the UK labour market has already
loosened significantly, with both vacancies falling and unemployment rising last year (Ex-
hibit 7). With some more pain to be felt from past monetary tightening, economic slack is
likely to pick up further. But the faster-than-expected drop in inflation and further labour
market loosening should also allow the Bank of England to switch stance and start easing
policy in Q2, rather than Q3. We now expect 125bp of rate cuts this year, 25bp more than
in our previous forecasts.

Exhibit 6: EA negotiated wage inflation should come down this year Exhibit 7: The UK labour market should loosen further

5.5 Vacancy rate, %

5.0 4.0 -

4.5

4.0 3.5 1 Latest observation
3.5 3.0 - ),

3.0 25 APeny

O Sogu 0d® 8o o
23_\’\ / 20 - ﬁam-.!.".v..j'-....,. .. .
15 \//\\/ / 15 - e i (e
™
1.0 1.0 -
2020 2021 2022 2023 2024 35 4.0 4.5 5.0 5.5 6.0 6.5 7.0 7.5 8.0 8.5
Unemployment rate, %

=FEuro area - Average wages in Indeed job positings, adv. 6m, yoy%

Euro Area - negotiated wages, yoy% ¢ January 2001 - December 2019 « January 2020 -
Source: Macrobond, Bank J. Safra Sarasin, 11.01.2024 Source: Macrobond, Bank J. Safra Sarasin, 11.01.2024
No change to our outlook for Switzerland We have kept our macro and policy rate outlook for Switzerland unchanged. Growth should

remain weak in the first half of the year, but inflation will likely pick up above the target
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BoJ still to end NIRP in Q2. But its rate hike
profile is likely to be shallower than previ-
ously anticipated

Recent easing of financial conditions could
boost growth and inflation again, forcing
central banks to delay rate cuts

We expect some improvement in the Chinese
business cycle in H1

range due to higher electricity and rent prices. Still, inflation should trend down again in
2025. We expect the SNB to cut its policy rate in Q3 only.

We continue to anticipate the Bank of Japan to end its Negative Interest Rate Policy (NIRP)
in Q2. But we have revised down slightly our rate hike profile — we expect the policy rate
to be at 0.2% (0.3% previously) at the end of 2024 — given more pronounced rate cuts in
the rest of the world. Indeed, this limits the BoJ’'s scope to raise its policy rate as a widen-
ing interest rate differential gap would put additional upward pressure on the yen.

Finally, the main risk to our view is that the sharp loosening of financial conditions in the
past few months reinjects some vigour into the global economy. This would keep labour
markets tight and inflation stickier than generally anticipated. If this were to materialise,
central banks would not cut rates this year as much as currently priced in the market.
Rising tensions in the middle east could also add to inflationary pressures through higher
energy and goods prices.

China’s recent cyclical indicators have been mixed. The housing market correction is still
ongoing, and the industrial sector remains weak, except for those buoyed by exports such
as electric vehicles and electronics (which benefit from the upswing in the global tech
cycle). The government has injected more policy support into the economy, both through
government bond issuance and lending facilities of the People’s Bank of China (Exhibit 8).
We expect this support together with robust service consumption to help lift the economy
somewhat in the first half of the year. Still, private investment and investors sentiment
remains weak as policy uncertainty, including geopolitical uncertainty, remains elevated
(Exhibit 9). The anticorruption crackdown is ongoing and has affected many important ser-
vices sectors, including financial companies. The election in Taiwan this coming weekend
is another event that could create more geopolitical uncertainty in the next few months.

Exhibit 8: Rising policy support through the central bank Exhibit 9: A new regime of high policy and geopolitical uncertainty
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Developed markets (DM) rate expectations
have fallen sharply over past months, but still
do not price a recession
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Fixed income

The sharp fixed income rally in November and December last year has guided policy rate
expectations down further. Priced policy rate trajectories for most developed markets cur-
rently price central bank rate cuts towards levels which we estimate to be close to neutral.
While this is a clear change from the “higher-for-longer“-mantra, markets still do not price
rate cuts to levels below neutral. As such, no meaningful economic weakness is priced,
let alone a recession (Exhibit 10).
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Exhibit 10: Markets still do not price policy rates to go below neutral

Market implied policy rates (%)

Exhibit 11: Real yields at or above most estimates of potential growth
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Tighter monetary conditions should increas-
ingly be felt over the coming quarters

Intermediate maturities should do well over
the next 6 to 12 months, with limited down-
side risk

Credit spreads are below their historical me-
dians, we retain our preference for IG over HY

Exhibit 12: EM bonds performed well between the last Fed hike in

2018 and the first rate cut in 2019

EM Fixed Income Total Return, Last rate hike = 100, Last date = First rate cut

Source: Bloomberg, Bank J. Safra Sarasin, 10.01.2024

The US in particular has so far proven much more resilient to higher rates than anticipated
so far, however, we expect the cumulative effect of tighter policy to become increasingly
more evident in the US as well over coming quarters. This will be accentuated by fiscal
policy, which will likely turn into a drag next year. In the euro area and the UK, where fiscal
support has been much weaker in 2023, the impact of tighter policy is already visible. The
market’s focus is set to shift from inflation concerns to the negative effects of substan-
tially higher real rates on the cycle (Exhibit 11). Therefore, we still expect policy rate ex-
pectations to move lower over coming quarters.

While some upward retracement in yields is possible over coming months after the recent
fierce bond rally, we continue to have a positive view on bond markets and expect yields to be
somewhat lower in 6 to 12 months with steeper yield curves. Intermediate maturities (5 to
10 years) should be preferred: (1) they benefit from steeper yield curves, (2) they have
sufficient duration to profit from lower yields, and (3) current intermediate yields provide
significant downside protection in an adverse yield scenario.

Credit spreads of Investment Grade (IG) and High Yield (HY) bonds both trade below their
historical medians, which implies that spreads do not price a substantial economic slow-
down, let alone a recession. Given our expectations for a weaker growth environment than
markets are currently priced for, we retain our preference for IG over HY and would gener-
ally stick to higher quality. Still, the prospect for faster central bank easing helps underpin
tight spread levels. We would therefore keep the HY underweight small for now.

Exhibit 13: We do not expect as much spread tightening this year
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2018 rate cycle suggests that EM local cur- The 2023 end-year US rates rally has led to positive price action in EM assets as well. A

rency assets should do well prior to the first weaker US dollar has led to stronger EM currencies, while credit spreads have tightened.

Fed rate cut When we look at the last Fed cycle in 2018, EM fixed income assets performed well be-
tween the last rate hike and the first rate cut (Exhibit 12). Yields dropped during that period
as US rates fell and spreads tightened (Exhibit 13). This time around, spreads are already
tight by historical standards, so we do not expect much gain from spread compression.
However, lower rates and carry should provide attractive returns for EM local currency
fixed income assets.

EX

Near-term, a US dollar rebound looks likely, The US dollar has weakened considerably following the Fed’s pivot in December, which

yet the currency should eventually weaken largely reflected the retreat in US Treasury yields. The extended risk-on rally leaves the

further until the end of this year dollar technically oversold, even though the currency has started to rebound in past days.
Given that net speculative longs are at 2-year lows (Exhibit 14), we expect the US dollar
rebound to endure for a while. Near term, yield levels could retrace up somewhat as mar-
kets reassess the odds of the Fed cutting rates already in March. Yet we stick to our con-
viction that we will see a further weakening of the US dollar until the end of the year on
the back of global yield dynamics (Exhibit 15). Given its high valuation, the US dollar is
unlikely to benefit from a further weakening of the global economy to the same extent as
during past slowdowns.

Exhibit 14: Speculative USD longs were scaled back further Exhibit 15: Medium term, the US dollar is poised to weaken further
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Swiss franc appreciation should slow down, Amid other European currencies, the Swiss franc has strengthened notably around the

going forward turn of the year. While we remain bullish on the Swiss franc, we also believe that most of
the currency’s upside in 2024 has already materialised. Given the currency’s extended
upward move, we see the possibility that the SNB might revert to its old playbook and
intervene in the FX market, should the franc continue to appreciate excessively. Hence the
franc will likely appreciate more gradually going forward.

Higher YE24 target for gold, but our FXYE24 We retain our constructive view on the euro and are cautious on the pound. We left our FX

targets remain unchanged year-end targets for 2024 unchanged, but revised our year-end target for gold upwards
from $2'050 to $2'100 per ounce. The precious metal in particular is set to benefit from
a drop in global yield levels and should also benefit from a weaker US dollar along with
heightened global geopolitical risk. Yet we note the risk of a short-term retracement.
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Selective opportunities in Asian FX The year-end bond rally has also pushed Asian currencies higher. Yet we contend that the
market should remain challenging for Asian FX. In the near term, a rebound of global bond
yields and weak sentiment in China could present headwinds. In our view, the Japanese
yen and the Korean won (Exhibit 16) are well-positioned for gains, while the Singapore
dollar looks expensive (Exhibit 17). Read more on our expectations for Asian currencies in
the January issue of our FX Atlas.

Exhibit 16: Korean won set to benefit from rebounding tech cycle Exhibit 17: Singapore dollar looks expensive
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Equities

We are upgrading our year-end target for the We are upgrading our 2024 end-year targets as we think that the Fed’s pivot in December

S&P500 to 5100 on the back of the Fed’'s considerably reduces downside risks for equities this year (Exhibit 18). As a result, we

pivot would not only expect the Fed to cut rates more aggressively in a downside scenario,
thereby reducing the extent of a potential sell-off, but also to start reducing rates earlier
in our base case scenario. A more pro-active approach by the Fed makes an initial cut in
the first half of the year increasingly likely, which would come in an attempt to lean against
a forthcoming slowdown before it actually bites. A more flexible Fed approach would also
argue for a more opportunistic investment approach towards risk assets, i.e. as a sell-off
would likely see quicker and sharper rate cuts, a potential rebound would likely materialise
more quickly as well.

Exhibit 18: S&P500 at 5100 by year-end and downside risks limited by the Fed

S&P 500 PE US GDP growth 2024

end-2024 -1.5% -1.0% -05% 0.0%| 05% 1.0% 1.5%| 20% 25% 3.0% 3.5%

2025 EPS |:|
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Fed 10 Adal 4415 4605 4796 4986| 5177 5367 5558 5748 5939 6130 6320
Funds 20 WRJPB 4362 4551 4739 4927 5116 5304 5492 5680 5869 6057 6245
future 30 NN 4310 4496 4682 4868 5054 5240 5426| 5612 5798 5984 6170
(bps) 40 WX 4258 4442 4625 4809| 4993 5177 5360 5544 5728 5912 6095
50| KR 4205 4387 4568  4750| 4932 5113 5295| 5476 5658 5839 6021
60| KRN 4153 4332 4512 4691| 4870 5049 5229| 5408 5587 5766 5946
70| KRN 4101 4278 4455 4632| 4809 4986 5163| 5340 5517 5694 5871
80 WEXN 4049 4223 4398 4573| 4747 4922 5097| 5272 5446 5621 5796
90 WENA 3996 4169 4341 4514| 4686 4859 5031| 5204 5376 5549 5721
100 FEFE 3944 4114 4284 4455 4625 4795 4965| 5135 5306 5476 5646
110 [FEFY 3892 4060 4228 4396| 4563 4731 4899| 5067 5235 5403 5571
Downside scenario Base case Upside scenario

Source: Refinitiv, Bank J. Safra Sarasin, 11.01.2024
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The first half of the year is likely to be choppy,
as the US economy is likely to slow

We have a preference for defensive sectors
and regions as well as credit-reliant parts of
the equity market, such as renewables

Exhibit 19: Tactical preference for defensive sectors
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Yet even though we expect equities to end the year higher, we caution that things may get
worse before they get better, driven by a softening US cycle into mid-2024. The biggest
boost to US GDP growth in 2023, a substantial fiscal expansion, is fading, while the lagged
impact from higher central bank rates continues to weigh. We thus recommend a cautious
approach over coming months and have a clear preference for defensive equity market
segments.

Among sectors, we prefer exposure to health care, utilities and staples (Exhibit 19). Those
sectors have been under severe pressure over the past 12 months, with relative perfor-
mance weighed down by a strong macro cycle and rising rates. As these dynamics are
reversing, market leadership is set to change as well. We think that 2024 will look dis-
tinctly different from 2023 in this regard and expect many of last year’s laggards to stage
a comeback over coming months. This also includes Swiss equities, given their defensive
characteristics, as well as more levered and credit-reliant parts of the equity universe,
such as renewables (Exhibit 20).

Exhibit 20: Switzerland tends to benefit the most from falling rates
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We have upgraded most regional targets in

line with the US

Exhibit 21: Our regional and sector preferences

Regional preferences
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Safra Sarasin, 11.01.2024 Source: Refinitiv, Bank J. Safra Sarasin, 11.01.2024
Besides the US, we have upgraded targets for other regional indices as well but see upside
mostly materialising in the second half of 2024 only. Japan is the only region whose tar-
gets have been downgraded due to the expected sharp appreciation of the yen. This would
only change if inflation in Japan were to recede unexpectedly and the BoJ to remain com-
mitted to its currently dovish monetary policy stance (Exhibits 21, 22).

Exhibit 22: Our index targets

Index Current 2Q24 4Q24 4Q25
Switzerland " Information Technology
Emerging Markets Industrials [\ MSCI World 3161 3070 3260 3570
China Energy S&P 500 4783 4700 5100 5600
Japan Wy Materials Wy
USA Consumer Discretionary Nasdaq 100 16793 16000 17500 19500
Eurozone A  Banks MSCI UK 2197 2150 2250 2400
United Kingdom ¥ msuance Euro Stoxx 50 4469 4400 4600 5000
Communication Senices
A\ indicates most preferred Real Estate SM 11255 11200 11800 12500
indicates neutral Utilities ) MSCI Japan 1495 1350 1340 1470
¥ indicates least preferred Consumer Staples ) MSCI EM 989 1000 1050 1140
Health Care )
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Stock Index Price Targets

09.01. 2Q24 4Q24 4Q25
S&P 500 4757 4700 5'100 5'600
USA 2 MSCIUK 2'204 2’150 2’250 2’400
Eurozone A DJ Euro Stoxx 50 4'467 4’400 4’600 5’000
Switzerland A  DAX 16’688 16’500 17’500 18’400
United Kingdom Vo oswmi 11’249 11’200 11’800 12’500
Japan V¥ msc Japan 1’473 1’350 1’340 1’470
Emerging Markets 2  MSCIEM 993 1’000 1’050 1’140
China =  MSCI China 54 56 58 61
Key Policy Rates in %
09.01. 2024 4Q24 4Q25
Energy 2 USFed Funds 5.50 5.00 4.00 3.00
Materials v EUR Depo Rate 4.00 3.50 2.75 2.00
Industrials ¥V snB Target Rate 1.75 1.75 1.25 1.00
Consumer Discretionary =  BoE Base Rate 5.25 5.00 4.00 2.75
Consumer Staples ) BOJ Policy Balance Rate -0.10 0.00 0.20 0.50
Health Care A  Bond Yields (10yr Benchmark)
Banks > 09.01. 2Q24 4Q24 4Q25
Insurance 2 UsA 4.02 3.70 3.65 3.90
Information Technology 2  Germany 2.16 1.85 1.85 2.35
Communication Services 2 Switzerland 0.87 0.85 0.85 1.20
Real Estate 2 United Kingdom 3.87 3.80 3.60 3.40
Utilities A  Japan 0.59 0.80 1.00 1.10
FX-Forecasts
09.01. 2024 4Q24 4Q25
US Treasuries A  EUR-CHF 0.93 0.94 0.93 0.93
German Bunds A  EUR-USD 1.09 1.08 1.10 1.12
UK Gilts A  EUR-GBP 0.86 0.89 0.90 0.90
Swiss Eidgenossen 2  GBP-USD 1.27 1.22 1.22 1.24
IG Credit A USD-JPY 144 140 130 125
HY Credit V¥ UsD-cHF 0.85 0.87 0.85 0.83
EM USD Government Bonds ¥ USD-CNY 7.16 7.20 7.10 7.05
Gold, USD per ounce 2'027 2’050 2100 2100
A > \7 Macro Forecasts
Overweight Neutral Underweight 2023 2024 2025
us GDP 2.5 1.1 1.6
Asset class views (overweight, neutral, un- CPI 4.1 2.5 2.4
derweight) express a tactical recommenda-  Euroland GDP 0.4 0.5 1.1
tion with a 3-month horizon. Tactical views CPI 5.4 2.3 2.3
might diverge from year-end stock index Switzerland GDP 0.7 0.9 1.0
targets, which are based on our long-term CPI 2.1 1.7 1.9
economic and interest rate forecasts. UK GDP 0.3 0.2 0.9
CPI 7.3 2.3 2.0
Japan GDP 2.0 0.7 0.8
CPI 3.2 2.3 1.7
China GDP 5.2 4.5 4.5
CPI 0.3 1.0 2.4
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Economic Calendar
Week of 15/01 - 19/01/2024
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Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 15.01.2024

EU 11:00 Industrial Production SA MoM Nov mom - -0.70%
11:00 Industrial Production WDA YoY  Nov yoy - -6.60%

Tuesday, 16.01.2024

UK 08:00 Av. Weekly Earnings 3M/YoY Nov yoy - 7.20%
08:00 Weekly Earnings x Bonus 3M/YoY Nov yoy - 7.30%

EU 10:00 ECB 1 Year CPI Expectations Nov % - 4.00%
10:00 ECB 3 Year CPI Expectations Nov % - 2.50%

GE 11:00 ZEW Survey Expectations Jan Index - 12.80

EU 11:00 ZEW Survey Expectations Jan Index - 23.00

Us 14:30 Empire Manufacturing Jan Index -2.70 -14.50

Wednesday, 17.01.2024

UK 08:00 CPIMoM Dec mom = -0.20%
08:00 CPIYoY Dec yoy = 3.90%
08:00 CPI Services YoY Dec yoy = 6.30%

us 13:00 MBA Mortgage Applications Jan12 wow -- 9.90%
14:30 NY Fed Services Business Act. Jan Index -- -14.60
14:30 Retail Sales Control Group Dec mom 0.20% 0.40%
15:15 Industrial production MoM Dec mom -0.10% 0.20%
16:00 NAHB Housing Market Index Jan Index -- 37.00

Thursday, 18.01.2024

us 14:30 Building Permits Dec 1'000 1476k 1460k
14:30 Philadelphia Fed Bus. Outlook Jan Index -6.50 -10.50
14:30 Housing Starts Dec 1'000 1408k 1560k
14:30 |Initial Jobless Claims Jan13 Index - -

Friday, 19.01.2024

GE 08:00 PPI MoM Dec mom - -0.50%
08:00 PPIYoY Dec yoy -- -7.90%

UK 08:00 Retail Sales Ex Auto Fuel MoM Dec mom - 0.30%
08:00 Retail Sales Ex Auto Fuel YoY Dec yoy - 1.30%

us 16:00 U. of Mich. Expectations Jan P Index -- 67.40
16:00 U. of Mich. 5-10 Yr Inflation JanP % - 2.90%

Source: Bloomberg, J. Safra Sarasin as of 11.01.2024
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A 1W (bp) AYID (bp) TRYTDin%
Swiss Eidgenosse 10 year (%) 0.85 2 15 -1.1
German Bund 10 year (%) 2.17 1 14 -1.4
UK Gilt 10 year (%) 3.77 13 23 -2.0
US Treasury 10 year (%) 3.99 -6 11 -0.9
French OAT - Bund, spread (bp) 53 -1 -1
Italian BTP - Bund, spread (bp) 162 -7 -5
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11'245 18.7 0.8 1.1
DAX - Germany 16’680 12.3 0.9 -0.4
MSCI Italy 969 8.1 1.5 0.9
IBEX - Spain 10052 10.6 0.5 0.0
DJ Euro Stoxx 50 - Eurozone 4’464 12.7 0.5 -1.1
MSCI UK 2'204 11.3 -0.2 -0.8
S&P 500 - USA 4757 22.2 1.7 0.3
Nasdaqg 100 - USA 16’679 29.9 2.6 -0.2
MSCI Emerging Markets 993 13.5 -1.4 -3.4
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.85 7.2 0.3 1.3
EUR-CHF 0.93 5.5 0.3 0.4
GBP-CHF 1.09 6.4 0.3 1.3
EUR-USD 1.09 6.5 0.0 -0.9
GBP-USD 1.27 7.3 0.0 0.0
USD-JPY 145.3 9.9 0.5 3.0
EUR-GBP 0.86 5.0 -0.1 -0.8
EUR-SEK 11.21 7.4 -0.2 0.6
EUR-NOK 11.30 9.6 0.3 0.7
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 98 12.9 -0.1 -0.5
Brent crude oil - USD / barrel 79 39.6 4.1 1.7
Gold bullion - USD / Troy ounce 2’030 14.0 -0.7 -1.6

Source: J. Safra Sarasin, Bloomberg as of 11.01.2024
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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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