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Central banks signal they are not done yet

The ECB has hiked policy rates by 25bp, while the Fed has abstained from raising their
benchmark rate. However, the messaging from both institutions was clear: It is too early
to declare victory over inflation. Consequently, the ECB has given strong indications that
at least one further hike will come in July, while the Fed has strengthened its message by
pencilling in two more hikes in the median dot plot.

The case is even stronger in the UK where a tight labour market and stubbornly high infla-
tion rates will force the Bank of England (BoE) to raise policy rates further, even if the
economy is slowing sharply. We expect another two hikes by the BoE. However, markets
currently price an additional 125bp worth of hikes into the Sterling rate structure, conse-
quently we suggest starting to profit from the sharply higher yields. We deem the 5-year
part of the curve to be a good entry point to benefit from excessive front-end pricing while
still acquiring meaningful duration.

Finally, we revisit the crypto space. We find that the US dollar continues to matter most
for Bitcoin, while Tech equities, risk sentiment and break-even inflation have remained on

the side-line. Importantly, we believe that the latest pushes from US regulators could well
take centre stage and likely lead to further consolidation in the crypto space.
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The Fed skipped June, but flagged its inten-
tion to hike twice more in 2H23

Chair Powell gave several reasons to justify
this pause

Flagging potentially additional tightening
should ensure that inflation expectations re-
main anchored at the 2% target

Incoming data will drive the Fed’s next deci-
sions

Fed meeting
A hawkish pause

The Fed pressed the pause button on Wednesday, as widely expected. What was some-
what less expected is that officials added not one but two more rate hikes to the ‘dot
plot’ for the remainder of the year. To us, this didn’t come up entirely as a surprise.
Conditions are in place for inflation to move lower, but so far progress has been lim-
ited. By flagging its intention to do more, the Fed should ensure that inflation expec-
tations, a key driver of realised inflation, remain anchored at the 2% inflation target.

The Fed managed to deliver a hawkish pause. It skipped June, as widely expected, but
flagged its intention to increase rates twice more over the remainder of the year. It also
revised up its growth and core inflation projections and revised down its unemployment
rate forecast for end-2023, as we had anticipated (Exhibits 1-2). This strategy makes
sense, in our view. Given where the Fed funds rate is, and the data, the Fed can afford to
take some more time to assess how the economy is reacting to past tightening.

In particular, Chair Powell gave several reasons for taking a step back: (1) the Fed has
already hiked a lot; (2) a lot of the tightening took place in the second half of last year, and
these are still working their way through the economy, though the lags remain very uncer-
tain; (3) recent bank failures have further tightened financial conditions, but again the
extent of further tightening is highly uncertain; (4) inflation is starting to slow.

Flagging additional tightening also makes sense given that officials still see the risks to
their inflation forecasts skewed to the upside. Put differently, if the Fed needs to make a
policy mistake, it would rather tighten too much than too little. Obviously, the hope is that
it doesn’t make any mistake, but if it does, the magnitude is as small as possible with this
‘hawkish pause’. This strategy should ensure that inflation expectations, a key driver of
realised inflation, remain anchored at their 2% inflation target.

What the Fed eventually does will depend on the incoming data. We continue to expect
that the impact from past monetary tightening will start to be more visible in the data in
the second half of the year, allowing for the Fed to increase its policy rate once this year
and end QT somewhat faster than implied by Fed language. Still, if the economy proves to
be more resilient than we anticipate, we have no doubt that FOMC members will not shy
away from pushing the Fed funds rate deeper into restrictive territory.

Exhibit 1: New dot plot indicates two additional 25bp hikes this year  Exhibit 2: A more resilient economy than previously expected
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ECB is not done yet. However, there seems to
be no consensus in the Governing Council
what to do after a July rate hike

Most importantly, the ECB revised up its in-
flation forecast for the 4th quarter of 2025 to
2.2% from 2.0% previously
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ECB Meeting
Press conference more hawkish than the statement

The ECB increased its policy rates by 25bp and indicated that it is not done yet. The
bar for another rate hike in July is very low and the door for a September rate hike
remains open. The policy statement seemed more balanced and less hawkish than
President Lagarde’s press conference. In the statement, the effects of past tightening
and how much financing conditions have tightened already are a clear focus while the
unsatisfactory developments of core inflation rates seemed to play a bigger role in the
press conference. The macroeconomic projections of the ECB were revised in the right
direction but still don’t go far enough in our view. The GDP forecast for this year was
revised to 0.9%, from 1.0%, while we believe that 0.5% is the upper limit. Most im-
portantly, core inflation was revised up to 3.0% and 2.3% for 2024 and 2025, from
2.5% and 2.2% respectively in March. We fear that is still is too optimistic, but agree
with the ECB that tighter financing conditions continue to be required to bring infla-
tion back to 2%. We continue to expect one last rate hike in July, to a level of 3.75%,
followed by at least six months during which rates stay at this elevated level. However,
we remain concerned that core inflation rates are not falling sufficiently during this
period, such that the risks of our policy rate forecasts are clearly to the upside.

The policy decision itself was not a surprise, neither that a very broad consensus in the
Governing Council supported it, nor the signal that another rate hike in July is very likely.
However, there seem to be different views in the Governing Council what to signal for the
period beyond July. The policy statement appeared less hawkish than we thought, partic-
ularly in light of the hawkish “dot-plot” — the policy rate expectations of the FOMC mem-
bers in the US yesterday. The ECB statement focused strongly on the effects past policy
tightening has on financing conditions already, on the steep increase of borrowing costs
and on their expected negative effects on demand. While President Lagarde added (i) that
monthly changes in broad money continuously declined since December, that (ii) high bor-
rowing rates and (iii) tighter funding conditions for banks are moderating credit growth,
she seemed to put more emphasis on still too elevated core inflation rates.

The ECB revised its growth forecasts slightly down, to 0.9%, but still expects a rebound
afterwards. At 1.5% and 1.6% for 2024 and 2025, GDP growth would be strong enough to
reduce the unemployment rate further, to 6.3% in 2025. We are not sure how these num-
bers are compatible with slowing credit growth and tight financing conditions. We also
don’t understand how the underlying inflationary pressures can fall to the degree the ECB
expects. We acknowledge that the ECB revised up its core inflation forecasts to 3.0% and
2.3% in 2024 and 2025, but fear that a stronger revision would have been needed in par-
ticular for next year. We also note that the ECB revised up the last quarter of its inflation
forecast to 2.2%, from 2.0% in March. This implies that it doesn’t see a return to its infla-
tion target until the end of its projection horizon. As a result, the ECB would not be able to
say that it has sufficiently tightened policy rates yet. Therefore, we agree with President
Lagarde’s words in the press conference that the ECB has “more ground to cover” and
that a July hike is quite likely. She also stressed that “until there is a material change to
[their] baseline forecast [they] are not thinking about pausing” as they are not “satisfied
with the inflation outcome” yet. This clearly leaves the door open for another rate hike in
September or later this year. The risks to our ECB terminal rate forecast of 3.75% therefore
are also to the upside and we feel more than comfortable with our long-held view that
there will be no rate cuts this year.
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A tight labour market and nasty inflation sur-
prises have pushed investors to expect an ad-
ditional 125bp of rate hikes over the rest of
the year

The pick-up in inflation expectations as well
as labour shortages appear to have contrib-
uted to most of the increase in the pace of
wage gains in recent years

Exhibit 1: BoE model points to inflation expectations as a major driver

of wage growth
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But short-term inflation expectations are
coming down ...
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Bank of England preview
How far will the BoE go?

April’s jobs report was the straw that broke the camel’s back, pushing investors to
revise up their expectations for the terminal rate to 5.7%. This is an additional 40bp
within a two-week space. Bank officials are clearly worried about second-round ef-
fects and there is little doubt that the MPC will hike when it meets next week, and
most likely again in August. But we are sceptical that it will tighten policy much be-
yond this point given that wage growth is set to slow over the coming months.

The latest jobs report suggests that the labour market remains very tight, and that ele-
vated inflation rates might persist for longer than previously anticipated. Annual growth in
wages excluding bonuses rose to 7.2% during the three months to April, up from 6.8% in
March. The unemployment rate dropped back to 3.8%, and the big contraction in the
HMRC payroll numbers for April was revised away. This strong report came on the heal of
two nasty CPI surprises, pushing investors to revise up considerably their estimate for the
Bank of England’s (BoE) terminal rate to 5.7%. This implies that the MPC would hike rates
by 25bp at each of its five remaining meetings of the year. There is no doubt that the BoE
has more work to do, but we think that market pricing is excessive.

The labour market is central to the Bank’s reaction function. In its latest Monetary Report,
it published an analysis, based on an augmented Phillips Curve, on what it sees to be
behind the rapid pick-up in wage growth. Its model, which we have reproduced, suggests
that it is short-term consumer inflation expectations (1-year ahead) that have driven the
sharp rise in wage growth over the past couple of years (Exhibit 1). We have also created
another model, which is a slight modification. Instead of using the unemployment gap (the
difference between the unemployment rate and what is believed to be its equilibrium level)
as a measure of labour market slack, we use the ratio of job vacancies per unemployed
worker (Exhibit 2). This measure might better assess the true extent of labour market tight-
ness given the drop in the participation rate in recent years. Our alternative model indi-
cates that while inflation expectations have contributed to stronger wage gains, labour
shortages might have been a more important driver.

Exhibit 2: An alternative model suggests that labour market tightness
has contributed to most of the increase in wage growth
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The good news is that both short-term inflation expectations and labour shortages have
come down over the past few months, and are expected to decline further (Exhibits 3).



X
3

g2

J. Safra Sarasin

Cross-Asset Weekly

16 June 2023

Short-term inflation expectations are largely driven by the recent experience of what peo-
ple typically buy, such as food and fuel. While food prices remain stubbornly high in the
UK, at least energy prices are on their way down.

Exhibit 3: Short-term inflation expectations have come down Exhibit 4: The ratio of unfilled vacancies to unemployed has fallen
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... and labour shortages are not as acute as Labour shortages don’t appear to be as bad as they were last year. The Bank's Decision

they were last year Maker Panel survey shows that the percentage of firms finding it “much harder” to find
staff is down to 35%, from 65% last summer. This goes hand-in-hand with the drop in
vacancies, the slight drop in the number of workers inactive (neither employed nor actively
seeking a job) in recent months, as well as the rise in net migration (Exhibits 4-5).

The bad news is that some long-term struc- The bad news is that some of the reasons behind shortages of staff appear to be struc-

tural factors are partly to blame for the lack tural, and are unlikely to turn anytime soon. Indeed, there are close to half-a-million more

of workers; wage growth should fall but only workers that are inactive due to long-term iliness since the start of 2019, a trend that the

gradually pandemic might have exacerbated (Exhibit 6). The implication is that the fall in wage
growth could be more gradual — and could perhaps end the year above 5%, which would
still be some way above what's consistent with a 2% inflation target.

Exhibit 5: Recruiting new staff is getting ‘less hard’ Exhibit 6: Long-term illness has driven labour inactivity higher
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Bank of England is likely to increase its pol- The BoE has therefore little other choice but to tighten policy further, and we expect two

icy rate by 25bp in June and again in August  additional 25bp rate hikes at the coming two meetings, which would push up the Bank
rate to 5.0%. With the natural rate probably between 1.5-2%, this already implies a very
restrictive policy stance, which should increasingly weigh on the economy. The amount of
tightening priced into markets — an additional 75bp of rate increases compared to our
forecasts — looks excessive.
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The September 2022 Gilt market debacle

The Gilt market is a volatile beast, for good
reasons

Sticky inflation is forcing the BoE to raise
rates aggressively

UK fixed income

Time for the brave

The Sterling market is currently the least loved fixed income market in all advanced
economies. Although risks loom large in the short term, forward markets are pricing
an excessively steep policy rate trajectory. We think it is time for the brave to start
locking at the higher yields. The 5-year part of the curve seems to be a good entry
point to profit from current front-end pricing while still acquiring meaningful duration.

It was the latter part of September 2022 when the announcement of the “mini budget”
led to a historic sell-off in the Gilt market. Within just a few days, 10y Gilt yields surged by
150bp as markets revolted against the prospect of substantially higher deficits and fund-
ing needs. The Bank of England (BoE) had to intervene as a buyer of last resort to prevent
a potential collapse of the British pension system. Eventually a new government under
prime minister Rishi Sunak and finance minister Jeremy Hunt managed to calm markets.

Large fiscal and current account deficits in the UK suggest that a significant part of Gilt
issuance needs to be financed by foreigners. As a matter of fact, 25%-30% of the £ 2.3tn
Gilt market needs to be funded by foreign buyers, which by itself is a source of volatility.
To make matters worse, the UK economy is suffering from considerable structural weak-
nesses. It has one of the lowest productivity growth rates among advanced economies,
while registering one of the highest inflation rates. Investors therefore demand an addi-
tional risk premium in the form of higher real rates. UK real yields as measured by infla-
tion-linked bonds have now risen by close to 400bp over the past 18 months, bringing real
Gilt yields to around +1% (Exhibit 1).

Despite a softening economic backdrop, labour markets continue to be tight and inflation
remains stubbornly high. Structural impediments, partly due to Brexit, aggravate supply
shortages and prices pressures. 6-month annualised core inflation rates continue to
hover substantially above priced policy rates and have recently even accelerated (Exhibit
2). The BoE therefore has no choice, but to tighten monetary policy further in order to
weaken demand and bring down inflation. Markets are reflecting that.

Exhibit 1: Real Gilt yields have surged by close to 4% from their lows Exhibit 2: UK core inflation hasn’t turned yet
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Markets now price more for the UK than for
other developed markets
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UK 5y5y real Gilt yield (nominal yield adjusted with inflation swaps)
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As a consequence, the implied policy rate path by the Bank of England is now the highest
in advanced economies, much higher than in the US and the euro area (Exhibit 3). Markets
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It will be difficult for the UK economy to mus-
ter this real rate shock for very long

The Sterling market ticks a lot of boxes in
terms of relative attractiveness

Exhibit 3: BoE implied policy rates surge relative to US and EA

currently price an additional 125bp of tightening by the BoE. If these hikes were to be
delivered, the BoE would have hiked by close to 600bp in this cycle. In addition to that,
the BoE is actively reducing its balance sheet by outright sales of Gilts in the order of £
3bn per quarter.

The UK economy is already slowing down sharply and we expect a recession to start in the
last quarter of 2023, lasting into the first half of 2024. Monetary policy affects the real
economy with lags of at least 12 months, hence a substantial part of the cumulative tight-
ening so far (and still to come) has likely yet not arrived in the real economy. Given the
sharp run-up in real rates and our view that the real equilibrium rate of interest is probably
hardly above zero, the current monetary stance is already tight. This is confirmed by the
sharp inversion of the Sterling yield curve. As the headwinds for the economy continue to
increase in the second half of 2023, inflationary pressures should ease more quickly as
we move into next year, allowing the BoE to ease policy in 2024.

The more aggressive policy pricing is reverberating across the whole Sterling yield curve.
Yields have risen substantially across the board. The Gilt market is a very volatile high
beta market, i.e., Gilts underperform their reference markets sharply in a rising yield envi-
ronment and vice versa. Nevertheless, the Sterling market ticks a lot of boxes in terms of
relative attractiveness. (1) Markets now price 125bp of additional hikes over the next 6
months (after a cumulative 440bp of rate increases so far), at a time when (2) most de-
veloped markets central banks are getting closer to the end of the rate hike cycle as their
respective economies are slowing, and (3) the Gilt market looks cheap relative to all other
government bond markets. The relative valuation argument deserves particular attention.
While global government bond yields are highly correlated, high beta markets such as UK
Gilts can temporarily over- and undershoot global trends. The recent surge in BoE policy
rate expectations has led UK 5y5y nominal yields to be priced substantially above their US
counterparts and other markets (Exhibit 4). In our view, this is not sustainable as Gilt yields
should trade at lower levels than US Treasury yields over the medium term.

Exhibit 4: Gilts look cheap relative to other DM government markets
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It is time for the brave
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Source: Bloomberg, Bank J. Safra Sarasin, 15.06.2023

The Sterling market is probably the most unloved fixed income across advanced econo-
mies. Although risks loom large in the short term, forward markets are pricing an excessive
policy rate trajectory. We think it is time for the brave to start locking in the higher yields
with a 6- to 12-month horizon. The 5-year part seems to be a good starting point to profit
from excessive front-end pricing while still acquiring some meaningful duration.
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By historical standards, cryptos have traded
within a relatively narrow range over the past
12 months

Established as an «anti-dollar», Bitcoin is neg-
atively correlated to the world’s foremost re-
serve currency
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Crypto assets
What'’s driving cryptos these days?

By historical standards, crypto assets have traded within a relatively narrow range
over the past 12 months. We find that the US dollar continues to matter most for
Bitcoin, while Tech equities, risk sentiment and break-even inflation have remained
on the side-line. We furthermore outline the latest pushes from US regulators, which
could well eclipse signals from the macro side.

Following an extended period of decline, which started to unfold at the end of 2021, crypto
assets have staged a sizeable recovery since the beginning of this year. Constituting
around two thirds of the total capitalisation of the crypto market, Bitcoin (BTC) and Ether
(ETH) are both up 50% year-to-date. Yet in light of the extreme volatility that both crypto
assets have shown over the years, one could say that by historical standards, both assets
have traded in a relatively narrow range over the past 12 months (Exhibit 1). Also, the
correlation between Bitcoin and Ether appears to have become tighter. In our view, this
suggests that crypto assets are essentially driven by very similar forces — in spite of the
significant differences in their technological setup.

Exhibit 1: Over the past 12 months, Bitcoin and Ether have both traded more steadily
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Last summer, we took a closer look at the macro drivers of Bitcoin. Most notably, we found
that Bitcoin was remarkably negatively correlated with the US dollar. Perhaps, this sur-
prises less when we consider that the crypto asset was purposely established as an «anti-
dollar» (see original post by Satoshi Nakamoto, 11/02/2009). Taking a look at the past
12 months, we observe that Bitcoin has moved closely with the US dollar, hitting lows
when the dollar peaked in Q4 2022 and staging its recovery at a time when the US dollar
fell (Exhibit 2). Based on monthly data ranging from 2015 to present, we can say that on
average, a 1% appreciation of the trade-weighted US dollar translated into a 15% drop of
the Bitcoin price and vice versa (Exhibit 3). Other factors matter as well for Bitcoin, though
to a significantly lesser extent. A simple regression model based on the trade-weighted US
dollar, Tech equities, US 10-year break-even inflation (which we derive from 10-year infla-
tion-linked Treasuries) and risk sentiment (proxied by the VIX index) allows us to explain
Bitcoin’s price variation over the past months to a considerable extent.
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Exhibit 2: Bitcoin moves closely with the trade-weighted US dollar Exhibit 3: On average, BTC rises by 15%, when USD falls by 1%

Bitcoin vs US dollar, annual returns, % Bitcoin, log yoy changes, monthly averages
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Monetary tightening itself has and will have The attribution analysis derived from our model (Exhibit 4) reveals two important points:

only little relevance for the movement of 1. Though statistically significant, break-even inflation only contributes very little to

crypto assets Bitcoin’s overall moves. Real yields fare even worse, which reinforces our view that
the substantial degree of monetary tightening itself will have only little relevance for
the movement of crypto assets, going forward.

2. Our analysis also reveals that Tech equities constitute the second most important
underlying factor for Bitcoin, though to a lesser extent than the dollar. Yet we can see
that Bitcoin has started to diverge from Tech equities (Exhibit 5). The opening gap
suggests that crypto assets continue to be driven by a further array of factors that are
impossible to incorporate into any type of model.

Crypto assets remain largely event-driven By construction, the modelling of Bitcoin in a macro framework neglects that crypto assets
have long been predominantly driven by events and incidents apart from what is happen-
ing on the macro front. Throughout its 14-year-long history, Bitcoin experienced a series
of crashes and bear markets. Out of these, the theft of 850’000 bitcoins from the former
Tokyo-based crypto exchange Mt Gox inarguably represented the fiercest, triggering
Bitcoin to plummet from $32 to just $0.01 in a matter of days during June 2011. Given
this context, more recent events such as the breakdown of the stable coin TerraUSD’s
dollar peg in May 2022 and the collapse of FTX in November 2022, which both (only) trig-
gered approximate 30% drops both appear quite moderate.

Exhibit 4: USD is most important for BTC, followed by Tech equities... Exhibit 5: ...yet some de-coupling is visible as of late

Bitcoin, yoy log returns — contributions from drivers, 2016 — present Bitcoin vs Tech equities
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Source: Bloomberg, Macrobond, own calculations, Bank J. Safra Sarasin, 15.06.2023 Source: Macrobond, Bank J. Safra Sarasin, 15.06.2023
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Lawsuits against Binance and Coinbase con-
stitute the latest drag on crypto space

Imminent litigation risk should trigger more
large-scale crypto liquidation, which should
weigh on the entire crypto space

10 | Cross-Asset Weekly

Still, the US government’s recent push towards tighter regulation of the crypto space may
constitute a major game changer. Last week, the US Securities Exchange Commission
(SEC) sued the world’s two largest crypto trading platforms Binance and Coinbase. At their
core, both complaints accuse Binance and Coinbase of offering trading services in secu-
rities that the SEC claims to fall under its jurisdiction. In comparison to the complaints
filed against Coinbase, the accusations against Binance appear to be even more severe
and reminiscent of charges against FTX. Founder Changpeng Zhao is personally accused
of deceiving US regulators about Binance’s true operations and diverting billions of cus-
tomer funds into a separate company under his control.

While the outcome of these trials needs to be awaited, the filing of lawsuits against two
major players in the crypto space are ample indication that US regulators are finally fol-
lowing through with a broad crack down on the industry that had been looming large since
the breakdown of FTX in November 2022. We deem an eventual complete ban as rather
unlikely given that adoption is too widespread already, yet regulatory requirements should
only grow in the months and years to come. This should increase compliance and reporting
requirements, which will likely drive smaller crypto firms out of the market. Furthermore,
we see the risk that crypto assets might become less attractive for various groups of in-
vestors. To this date, the imminent litigation risk has already led market makers to reduce
their exposures substantially, which is likely to drag on for a while and deteriorate liquidity
in the crypto space further. Taken together, we expect the self-cleaning process to carry
on. Throughout this process, the crypto space is likely to consolidate further before it can
reach a trough.
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Economic Calendar
Week of 19/06 - 23/06/2023

Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 19.06.2023

Us 16:00 NAHB Housing index Jun mom 50.0 50.0

Tuesday, 20.06.2023

DE 8:00 PPl MoM May mom - 0.3%
8:00 PPI YoY May  yoy - 4.1%

us 14:30  Building Permits May 1'000 1435k 1416k
14:30 Housing Starts May 1'000 1400k 1401k
14:30 Philadelphia Fed Non. Manf. Jun Index - -16.0

Wednesday, 21.06.2023

UK 08:00 CPIMoM May  mom = 1.2%
08:00 CPIYoY May  yoy 8.5% 8.7%
08:00 CPI Core YoY May  yoy - 6.8%
12:00 CBI Trends Total Orders Jun Index = -17.0

us 13:00 MBA Mortgage Applications Junl6 wow -- 7.2%

Thursday, 22.06.2023

UK 13:00 Bank of England Bank Rate Jun22 % = 4.5%

us 14:30 Chicago Fed Nat Activity Index May  Index - 0.07
16:00 Existing Home Sales May mn 4.25mn  4.28mn
16:00 Leading Index May mom -0.8% -0.6%
17:00 Kansas City Fed Manf. Activity Jun Index - -1.00

Friday, 23.06.2023

JN 02:30 Natl CPI YoY May yoy 3.1% 3.4%
02:30 Natl CPI Ex Fresh Food YoY May yoy 4.2% 4.1%
02:30 Jibun Bank Japan PMI Mfg JunP Index - 50.6

FR 09:15 France Manufacturing PMI JunP Index - 45.7

GE 09:30 Germany Manufacturing PMI JunP Index - 43.2

UK 10:00 UK Manufacturing PMI JunP Index - 47.1

us 15:45 US Manufacturing PMI Jun P Index 48.5 48.4
17:00 Kansas City Fed Services Activity Jun Index - 1.0
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A1IW AYTD TRYTD in %
Swiss Eidgenosse 10 year (%) 1.08 11 -54 4.7
German Bund 10 year (%) 2.54 16 -3 1.1
UK Gilt 10 year (%) 4.38 13 71 -3.4
US Treasury 10 year (%) 3.75 1 -13 2.4
French OAT - Bund, spread (bp) 52 -3 -3
Italian BTP - Bund, spread (bp) 162 -12 -53
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11,303 17.2 0.0 8.5
DAX - Germany 16,290 11.5 1.9 17.0
MSCI Italy 874 8.4 1.5 15.9
IBEX - Spain 9,431 10.4 1.2 17.0
DJ Euro Stoxx 50 - Eurozone 4,365 12.5 1.6 18.2
MSCI UK 2,182 10.6 0.3 3.8
S&P 500 - USA 4,426 20.3 3.1 16.2
Nasdaqg 100 - USA 15,185 29.2 4.9 39.4
MSCI Emerging Markets 1,024 13.4 3.1 8.3
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.89 6.8 -1.4 -3.6
EUR-CHF 0.98 4.6 0.5 -1.4
GBP-CHF 1.14 6.6 0.4 2.0
EUR-USD 1.10 6.5 1.9 2.3
GBP-USD 1.28 7.8 1.9 6.0
USD-JPY 141.0 9.0 1.1 7.5
EUR-GBP 0.86 5.6 0.1 -3.4
EUR-SEK 11.60 7.1 -0.4 3.9
EUR-NOK 11.49 10.0 -0.7 9.4
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 104 14.4 3.3 -7.8
Brent crude oil - USD / barrel 76 315 0.7 -10.8
Gold bullion - USD / Troy ounce 1,961 12.0 -0.2 7.5

Source: J. Safra Sarasin, Bloomberg as of 15.06.2023
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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, Kirchnerstrae 6-
8, 60311 Frankfurt am Main, for information purposes only and does not lodge claim to completeness of product characteristics. Insofar as
information on investment funds is contained in this publication, any product documents are available on request free of charge from J. Safra
Sarasin (Deutschland) GmbH, Kirchnerstrae 6-8, 60311 Frankfurt am Main in English and German language. To the extent that indicative
investment options or portfolio structures are included, the following applies: The indicative investment options or portfolio structures pre-
sented in these documents and the underlying model calculations are based on the information and data provided to us in the context of the
asset advisory discussion, and we have not checked them for accuracy or completeness. The indicative investment option/portfolio structure
described here is thus intended as a guide and does not make any claim to comprehensive suitability but aims to inform you about the general
possibilities that an investment entails. In order to provide you with a final investment recommendation that is tailored to your specific situation,
we need further information, in particular on your investment goals, risk tolerance, experience and knowledge of financial services and products
and your financial situation. This publication is intended to be distributed by J. Safra Sarasin (Deutschland) GmbH, 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 FCO027699. Authorised by the Gibraltar Financial Services Commission and subject to limited regulation in the United Kingdom by
the Financial Conduct Authority and the Prudential Regulation Authority. Registration number 466838. Details about the extent of our regula-
tion by the Financial Conduct Authority and Prudential Regulation Authority are available from us on request. Registered office 57 - 63 Line Wall
Road, Gibraltar. Telephone calls may be recorded. Your personal data will be handled in accordance with our Data and Privacy Statement.
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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