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Monthly forecast update: recession called off

The biggest change to our macro view concerns our US growth forecast. We no longer
expect the US to fall into recession this year. In Europe, the outlook remains largely un-
changed, with growth only picking up slowly over the coming quarters. Inflation is set to
decline gradually in the US and in Europe, but remain stickier than generally expected.
Central banks are thus set to ease policy later this year, but only at a modest pace.

The shallower downward trajectory for policy rates also limits the scope for bond yields to
fall, but remains large enough for us to remain constructive on fixed income. In credit, we
are downgrading Investment Grade to neutral, in DM and EM, while upgrading High Yield
from least preferred to neutral, driven by its low duration and the improved outlook for the
US economy. In FX, the Japanese yen should benefit as we expect the BoJ to abandon its
Negative Interest Rate Policy in Q2. In equities, we are upgrading our targets across the
board, most notably in the US, with the S&P 500 expected to end the year at 5400.

Over in Switzerland, inflation is back to the SNB’s target range. The inflation outlook is
more balanced and there are no obvious signs of a wage-price spiral, suggesting that mon-
etary conditions are probably too tight now. Consequently, we expect the SNB to deliver
the first rate cut at its meeting on March 21. The ECB, on the other side, has indicated
that it will likely wait until June before pulling the trigger.
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We no longer expect the US economy to fall
into recession this year
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Monthly macro and strategy forecast update

We no longer expect the US to fall into recession this year. The European economy
should continue to perform as previously anticipated, with growth only picking up
slowly as the year progresses. Inflation is likely to be stickier than generally expected.
Major advanced economy central banks are set to ease policy later this year, though
rate cuts will only come gradually in our view. The one central bank that is likely to
hike is the Bank of Japan, with an end to Negative Interest Rate Policy in April. We
have kept our 2024 China GDP growth forecast at 4.5%, though the risks are skewed
to the upside. In line with the shallower downward trajectory for policy rates, we also
see a bit less scope for bond yields to fall. That said, we are still looking for lower bond
yields and steeper yield curves over the next 6 to 12 months. In DM and EM, we have
downgraded Investment Grade corporates to neutral on valuation grounds. On the
other side, we have upgraded High Yield from slight underweight to neutral, due to its
low duration and our call for no recession. The US dollar will likely be supported near-
term, but weaken somewhat in the second half as the Fed cuts rates. The Japanese
yen should be supported by the likely BoJ exit from Negative Interest Rate Policy. In
the equity space, we have upgraded our equity targets, most notably in the US. The
main reason is the absence of a US recession and generally higher GDP growth esti-
mates. We reiterate our positive stance on euro area equities and US small caps.

Global macro

The biggest change to our macro view is on the US economy. As we indicated in last
month’s forecast update, January data posed a significant challenge to one of our major
assumptions underpinning our more downbeat view of the US economy: that the impact
of past monetary tightening had yet to be fully felt. Instead, the easing of financial condi-
tions since October suggests that the bulk of the impact rather lies in the past (for a de-
tailed analysis, please refer to last month’s document).

Exhibit 1: We expect lower growth but stickier inflation than the Consensus

GDP in % yoy - BJSS forecasts Difference from BBG Consensus
2023 2024 2025 2023 2024 2025
us 25 2.3 1.4 0.0_ -0.3
Eurozone 0.4 0.5 11 -0.1 0.0 -0.3
Switzerland 0.7 0.9 1.0 -0.1 -0.3 -0.5
UK 0.1 0.1 1.0 -0.2 -0.3 -0.2
Japan 19 0.7 0.9 0.0 0.0 -0.2
China 52 4.5 4.5 0.0 -0.1 0.1
CPlin % yoy - BJSS forecasts Difference from BBG Consensus
2023 2024 2025 2023 2024 2025
us 4.1 3.0 25 0.0 0.3 0.1
Eurozone 54 25 22 0.0 0.2 0.1
Switzerland 21 15 1.8 0.0 0.0 0.4
UK 7.3 2.3 2.2 0.0 -0.2 0.1
Japan 33 23 19 0.0 0.1 0.2

China 0.3 1.1 2.4 0.1 0.2_

Blue = BJSS forecasts > Consensus

Source: Bloomberg, Bank J. Safra Sarasin, 06.03.2024
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US GDP growth should slow later this year
but inflation is likely to be stickier than gen-
erally assumed

Risks around our central US scenario remain
large

Still, this doesn’t mean that growth will not slow. We think that consumer spending cannot
continue to grow at the same brisk pace as last year. In part because a lot of the ‘excess
savings’ have probably been spent (Exhibit 2) (“Questions about US economic resilience
remain” — Cross-Asset Weekly, 01.03.2024). But also, because the disinflationary im-
pulse from the normalisation of the supply side of the economy, which acted as a tax cut,
will not be repeated (Exhibit 3). We forecast US GDP growth on a quarterly sequential basis
to slow from 2% in the first quarter to 1.2% in the other three quarters of the year. We then
expect growth to move back to trend by the second half of 2025. Counterintuitively, our
forecasts show that the economy will expand by 2.3% in 2024 due to large carry-over ef-
fects from 4Q23. We expect inflation to remain stickier than generally assumed, and have
raised our CPI growth forecast for the year to 3%, from 2.7%. Inflation in 2025 should also
be a bit higher than previously expected, with an average of 2.5% (vs 2.4%).

Still, the risks around our new central scenario, for which we assign a probability of 55%,
remain large. The risks of a ‘hard landing’ (below-trend growth, below-target inflation) sits
at 30%, and those of a ‘no landing’ (above-trend growth, above-target inflation) at 15%.

Exhibit 2: Excess savings might have been exhausted Exhibit 3: Disinflationary boost to real incomes is largely over

Excess savings, cumulative, 2017 $tn

Contribution to 6-month annualised change in real labour income, percentage points
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Source: Macrobond, Bank J. Safra Sarasin, 06.03.2024 Source: Macrobond, Bank J. Safra Sarasin, 06.03.2024

The Fed should cut in June and twice more
over the rest of the year. We expect four rate
cuts in 2025

We continue to expect euro area growth to
pick up slowly as the year progresses
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Changes to our growth and inflation forecasts have led us to revise our path for monetary
policy. We now expect the Fed to start easing policy in June with a 25bp rate cut, and then
proceed gradually with an additional one every quarter. This would leave the upper band
of the Fed funds rate at 4.75% by year end and 3.75% in December 2025. We think that
officials will not want to cut at the October FOMC meeting just ahead of the US Presidential
election, but September should be a ‘live’ meeting, in our view. We continue to think that
the Fed will start to scale back QT in 2H23.

We have made fewer changes to our macro forecasts for Europe. Our view that the conti-
nent would see almost no growth over the winter months, but that it wouldn’t see either a
negative spiral between higher unemployment and lower spending is so far panning out.
We still expect GDP to expand by around 0.5% this year and 1.1% in 2025. Somewhat
stronger consumer spending, on the back of lower inflation and higher real disposable
incomes, should drive growth later this year. The global manufacturing cycle appears to
have troughed too and we see some green shoots. Corporates appear to have gotten rid
of their excess inventories and the credit impulse is turning up (Exhibit 4). External de-
mand should also strengthen as the Chinese government provides more support to the
economy in order to meet its newly-set 5% growth target (though we have our doubts on
whether it will be achieved).
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Sticky wage growth is a concern for the ECB.
We see a first cut in June and three more over
the rest of the year

Exhibit 4: ECB bank lending survey has improved

Euro area inflation should continue to fall, largely on the back of lower energy and pro-
ducer prices. Still, wage growth is likely to fall only slowly, as the ECB’s latest update of its
negotiated wage growth tracker shows (Exhibit 5). Despite almost a year of flat-lining eco-
nomic activity, the labour market remains tight. We therefore expect the ECB to proceed
carefully, with a first rate cut in June. The ECB’s deposit rate is likely to fall to 3% by year
end (instead of 2.75% previously) and 2% by end 2025.

Exhibit 5: Euro area wage growth remains elevated
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Source: Macrobond, Bank J. Safra Sarasin, 06.03.2024

The UK economy is also slowly improving,
and lower energy prices should push head-
line inflation below 2% this spring

Underlying inflation remains elevated and
the BoE will likely wait until August to deliver
its first rate cut

Exhibit 6: UK residential investment is set for a rebound
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The economic situation in the UK seems to be slowly improving, too. Credit surveys have
turned more positive there as well, and leading indicators are pointing to a rebound in
residential investment (Exhibit 6). Another piece of good news is the new Ofgem price cap,
which is set to kick in from April, and should reduce energy bills by 12%. This alone should
be enough to push headline inflation below the Bank of England’s 2% target for a good
chunk of the year, and support consumer spending (Exhibit 7).

Nonetheless, we think the Bank of England (BoE) is likely to wait somewhat longer than
the Fed and the ECB to start easing policy. We expect the first cut to come in August only.
The main reason for this delayed reaction is that so far, the fall of services inflation and
wage growth has been very limited, suggesting that underlying inflation might be stickier
than elsewhere. In addition, the BoE thinks that potential growth will average just 1% a
year in the coming years, just over half its growth rate before the pandemic. That implies
a low speed limit of the economy and a rebound in activity later this year might lead to
more persistent inflation. We expect the MPC to cut rates by 75bp cumulatively this year,
and another 125bp in 2025.

Exhibit 7: UK headline inflation to drop below 2% over next 6 months
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Inflation in Switzerland should stay within
the target range. We think the SNB will lower
its policy rate in March already

Shunto should lead to elevated pay gains.
The Bol is likely to end its Negative Interest
Rate Policy at its April meeting. Any further
rate increases will come only gradually

Uneven growth in China: Weak housing, but
robust exports and consumption
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The most important change that we have made to our forecasts for Switzerland is on the
timing of the Swiss National Bank (SNB) first rate cut. In our view, the SNB will lower its
policy rate in March. As such, it will be the first major advanced economy central bank to
pivot to a less restrictive stance. We think the stars are aligned. The SNB is the first ad-
vanced economy central bank that has brought inflation back to its target, which ranges
between 0 and 2%. And after two low inflation reports this year, the SNB can be more
confident that inflation will stay there over its entire projection horizon. Inflation should
average 1.5% in 2024 and 1.8% in 2025, below our previous forecasts (1.8% in 2024 and
1.9% in 2025). Indeed, inflationary pressures have declined further in the past months
reflecting lower global goods prices, a high real exchange rate and rather weak domestic
demand. As a result, risks to the inflation outlook are more balanced and the monetary
policy stance doesn’t have to be as tight as it was last summer, in our view (see our piece
on page 14 for more details).

Finally, we think the Bank of Japan (BoJ) will end its Negative Interest Rate Policy and put
a formal stop to Yield Curve Control at its April 25 meeting. Japan has entered a critical
period for wage setting, with employers and unions conducting the annual pay round, or
‘shunto’. On balance, macro factors suggest that this round of negotiations should lead to
a second consecutive year of strong wage gains for employees (Exhibit 8). And the BolJ
should have enough information by April 25 to pull the trigger. But we shouldn’t conclude
that this step will mark the beginning of a sustained series of rate hikes, as Deputy Gov-
ernor Uchida recently warned. Further rate increases will probably require firm evidence
of a shift in the inflation regime. We have therefore flattened out our rate hike profile for
the BoJ, with the policy rate moving up to 0.1% (0.2% previously) by the end of this year
and 0.2% (0.5% previously) by the end of 2025.

Exhibit 8: A virtuous cycle between wages and prices
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Source: Macrobond, Bank J. Safra Sarasin, 06.03.2024

We continue to see uneven growth in China. On the one hand, home sales have been very
weak with January-February sales for the largest 30 cities running at 50% below the same
period last year. Chinese property developers continue to make news headlines on doubts
about their bond repayments. The housing weakness has kept related industries weak, as
shown by the below-50 readings of the NBS manufacturing PMI (Figure 9). On the other
hand, manufacturing exports are on an upswing with the Caixin PMI staying above 50 for
the last 4 months. Export growth for the first two months of the year rose 7% yoy. Moreo-
ver, consumption got a boost from strong Lunar New Year holiday spending (Exhibit 10).
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We keep our growth forecast for China at Despite the growth target of “around 5%” announced this week at the National People’s

4.5% despite the new growth target at Congress (NPC) meeting, we kept our forecast at 4.5% (see more details on the NPC

around 5% readouts here). While we acknowledge that the modest fiscal expansion and credit sup-
port offer upside risks to our growth forecast, we are still worried about the downside risks
from the housing market. The government work plan’s emphasis has shifted from sup-
porting high quality developers to defusing risks in the real estate sector. In our view, de-
fusing risks may not be sufficient to stabilise the housing market and sentiment. If home
sales do not stabilise, there is likely a need for more stimulus or a more aggressive support
for property developers. While there is some progress on banks’ financial support to un-
finished projects (the so-called “white list”), developers’ finances remain precarious.

Exhibit 9: Robust export-related manufacturing sector Exhibit 10: Strong holiday spending
China, Manufacturing PMls, SA, Index China, Holiday Tourism Revenues, Spring Festival, Index 2019=100
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Source: Macrobond, Bank J. Safra Sarasin, 07.03.2024 Source: Macrobond, Bank J. Safra Sarasin, 07.03.2024

Commodity demand will likely slow some- Infrastructure spending and manufacturing activity have kept China’s demand for com-

what this year modity imports strong throughout last year. On the metals front, copper demand has been
supported by its needs for electricity grid infrastructure as well as electric vehicles (EV)
production. While China’s State Grid is poised to maintain its investment spending at over
500 billion yuan for another year, investment growth will likely be lower than in 2023.
Demand for EVs is also expected to slow domestically after a strong 2023 (Exhibit 11). For
iron ore, steelmaking activity seems to have slowed with raw material inventory building
up (Exhibit 12). We therefore do not expect iron ore demand to be as buoyant as last year.
On the energy side, a more ambitious goal for energy intensity reduction has been set at
the NPC, partly to make up for the failure to reach last year’s target. This could equate to
a lower use of coal and a higher use of renewables (of which the capacity grew at double-
digit rate last year).

Exhibit 11: We expect EV sales to slow compared to 2023 Exhibit 12: Slowing steel manufacturing with weak new orders
China, Retail Passenger Cars sales, 2-week moving average, million China, NBS PMI, Steel Sector, SA, Index
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Source: Macrobond, Bank J. Safra Sarasin, 07.03.2024 Source: Macrobond, Bank J. Safra Sarasin, 07.03.2024
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A shallower policy rate trajectory leads to a
shallower bond yield trajectory

Market-implied average 10-year policy rates
above neutral levels

Exhibit 13: Cycle lows for rate expectations above neutral levels
Central banks' policy rates and market-implied rate trajectories

Fixed income

Our revised economic scenario does not incorporate a US recession, but an extended pe-
riod of sub-par growth. Consequently, we have reduced the number of expected policy rate
cuts in 2024 and 2025, mostly in the US and the UK. In line with the shallower downward
trajectory for policy rates, we also see a bit less scope for bond yields to fall. That said, we
are looking for lower bond yields and steeper yield curves over the next 6 to 12 months.

The current pricing of policy rate trajectories already reflects expectations for a high de-
gree of resilience of DM economies to sharply higher real interest rates. Average policy
rates priced in markets are above the levels generally regarded as neutral, while even the
market-implied cyclical lows for policy rates are priced to remain above neutral. In terms
of numbers, markets price cycle lows of roughly 3.5% and an average policy rate of 3.75%
inthe US and in the UK. In the euro area, the cyclical low is priced at 2.2% and the average
policy rate over the next 10 years at around 2.6% (Exhibit 13).

Exhibit 14: Where policy rate expectations go, bond yields go

Fed financial conditions index US real yield- neutral rate
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Markets are not priced for a no-landing sce-
nario

We remain constructive on fixed income over
the medium term
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BoJ (EuroYen futures)

Fed FCI 1Y lookback

Real 10y yield minus neutral rate of interest, rhs

Source: Bloomberg, Bank J. Safra Sarasin, 07.03.2024

What markets are not priced for is a scenario in which growth remains too strong for infla-
tion to come sustainably down to target. In this case, central banks would not be able to
deliver the expected number of rate cuts, hence markets would need to reprice their policy
rate projections. 10-year government yields would likely be 50bp to 75bp higher from here
at the end of the year, leaving 10-year US Treasury yields closer to 5%.

The resilience of DM economies to higher real interest rates, in particular the US, suggests
that at least in the short term, monetary policy might not be as restrictive as generally
thought. This is reflected by some financial conditions indices, which have loosened over
the past few months (see here) (Exhibit 14). Although the odds of a no-landing scenario
have risen, we expect economic growth and inflation to slow down enough to allow central
banks to lower rates in 2024 and 2025.

We therefore remain constructive on high-quality fixed income over the medium term, for
the following reasons: (1) We are most likely at the end of a global tightening cycle, where
the odds for weaker growth surprises and lower inflation are increasing, and where bonds
usually do well, (2) forward markets already price DM policy rates to remain above most
estimates of the neutral rate in this current cycle and (3) even under a no-landing scenario,
most of the rise in yields has already happened over the past 24 months. It is important
to note that the current rates structure in developed markets provides a positive asym-
metric pay off for bond holders. For example, if US 10-year Treasury yields were to move
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up by 75bp, to 5%, over 12 months, the total return for an investor is -1%. Conversely, if
yields fall by 75bp, the total return for an investor stands at +10%. A similar logic applies
to bonds in other currency spaces (Exhibits 15-17). Hence, high quality fixed income in-
struments continue to provide a relatively cheap hedge against a more negative economic
environment than currently expected.

Exhibits 15 to 17: A positive asymmetric 12-month total return pay-off for developed market rates markets

12-month total return under different scenarios
10% -

8% US Treasury Securities
6% -
4% -
2% J
0% - . .
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4% | Maturity
2y 5y 10y
m Parallel shift +75bp Parallel shift -75bp

Source: Bloomberg, Bank J. Safra Sarasin, 07.03.2024

Intermediate maturities should still do well
over the next 6 to 12 months

We remove our preference for IG over HY
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We still expect yields to be somewhat lower in 6 to 12 months, with steeper yield curves. Inter-
mediate maturities (5 to 10 years) should still 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. We note that valuations in Investment Grade bonds look stretched,
providing little cushion against spread widening, in particular for longer-dated bonds (Ex-
hibit 18). This is true for both Developed Market |G and Emerging Markets (EM) sovereign
and corporate 1G. We therefore downgrade IG to neutral. On the other side, we have up-
graded High Yield from slight underweight to neutral. This is not a bullish call on credit, in
fact, there is a high probability that credit spreads will rise over the next 6 to 12 months.
But in the absence of a US recession, the impact from the widening for this low duration
High Yield segment will likely be contained, and a neutral positioned is therefore war-
ranted. We therefore rate both segments now at neutral.

Exhibit 18: IG valuations leave little cushion against spread widening
EU High Yield 154

US High Yield
Global High Yield 125
UKIG
EUIG

UsIG
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Source: Bloomberg, Bank J. Safra Sarasin, 07.03.2024
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EX

US dollar is supported around current levels, Moves in G10 FX have been moderate in past weeks and we expect this to remain the

but it should weaken at the margin case over the coming months (see our March FX Atlas). Given the recent convergence of
central bank policies, we expect little impetus from the monetary front, while the cyclical
outperformance of the US justifies a dollar valuation around current levels in the near
term. Yet we expect the cyclical strength of the US to fade at some point as the labour
market normalises and the savings rate increases. Recent prints suggest that global PMIs
have troughed around the end of last year (Exhibit 19), which is particularly visible on the
manufacturing side, and should turn relative macro surprises in favour of non-US data. As
a result, cyclical currencies now look better supported than just a few months ago.

Exhibit 19: Manufacturing PMis have likely troughed in 2H23 Exhibit 20: Markets are buying into the BoE’s hawkish bias
Markit Manufacturing PMls BoE vs Fed: Policy rates and market-implied rate trajectories
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Source: Macrobond, Bank J. Safra Sarasin, 07.03.2024 Source: Macrobond, Bank J. Safra Sarasin, 07.03.2024

We left our EUR-USD YE target unchanged This means that the euro should make moderate gains versus the dollar. For EUR-USD,

but revised our GBP-USD profile upwards we stick to our year-end target at 1.10, but note the possibility of temporary overshooting.
Near term, we have turned constructive on pound sterling as markets are buying into the
BoE’s hawkish bias (Exhibit 20) on the back of positive real wage growth and a pronounced
rebound in services activity. Hence we revised our GBP-USD year-end forecast from 1.22
to 1.28, even if the currency continues to be expensive from a valuation standpoint and
should devalue in the longer term. We maintain our constructive stance on the Swiss
franc. But we think that the currency is poised to remain weak in the near term, given the
elevated possibility that the SNB delivers its first rate cut at its March meeting. Still, EUR-
CHF should revert to its January lows later this year.

We expect USD-JPY to drop meaningfully on We stick to our expectation that the yen should post substantial gains on the back of the

the back of a likely end to NIRP; the odds of likely end to the Japanese Negative Interest Rate Policy (NIRP) that we expect the BoJ to

a near-term correction have risen for gold announce at its April Meeting. Yet disappointing Q4 growth has flattened the BoJ's pro-
spective rate hiking path, leading us to moderate our projections for yen appreciation. As
a result, we have revised our USD-JPY year-end target up from 130 to 138. We leave our
year-end target for gold unchanged at $2'100 per troy ounce, in spite of the stellar perfor-
mance the metal has delivered in the past days. While recent gains are partially backed
by lower real yields and a moderately weaker US dollar, the moves look somewhat outsized
and hence we think that the odds of a near-term correction have risen.

9 | Cross-Asset Weekly
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We are upgrading our end-year target for the
S&P 500 to 5400

Recent macro data has improved, with ISM
momentum turning positive again

Improving financial conditions should trans-
late into further improving macro momentum

The recent rally appears stretched, with bet-
ter entry points likely in the coming weeks
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Equities

We have upgraded our equity market end-year targets across the board. Most notably, we
have revised our S&P 500 target to 5400, from 5100 previously. The main reason for this
upgrade is our expectations for higher GDP growth. Indeed, our US growth forecast no
longer foresees a recession this year. As a result, earnings should see more pronounced
gains than previously assumed. We expect S&P 500 12-month forward EPS to rise by
around 13% by the end of the year, to USD278, while valuations are set to slip only slightly
from current levels (Exhibit 21). Given the fundamental strength of the US corporate sec-
tor, underpinned by tech, structurally higher valuations seem to be justified.

Exhibit 21: Stronger GDP growth translates into higher earnings expectations for S&P 500
S&P 500 US GDP growth 2024
end-2024 0.5%  0.0%

2025 ers |

0.5% 1.0% 1.5% 2.0% 3.0% 3.5% 3.0% 3.5%

Real 0 5238 5431 5624 5817 6009| 6202 6395 6202 6395
Fed 10 5177 5367 5558 5748 5939 6130 6320 6130 6320
Funds 20 5116 5304 5492 5680 5869| 6057 6245 6057 6245
future 39 5054 5240 5426 5612 5798| 5984 6170 5984 6170
(bps) 40 _4993_ 5177| 5360 5544 5728| 5912 6095 5912 6095
50 4932 5113| 52951 5476 5658| 5839 6021 5839 6021

60 4870  5049| 5229] 5408 5587| 5766 5946 5766 5946

4809 _4986| 51631 5340 5517| 5694 5871 5694 5871
4573 4747 4922 5097 5272 5446 5621 5796 5621 5796
4341 4514 4686 4859 5031 5204 5376 5549 5721 5549 5721
4284 4455 4625 4795 4965 5135 5306 5476 5646 5476 5646
4228 4396 4563 4731| 4899 5067 5235 5403 5571 5403 5571

Downside scenario New base case Upside scenario

Source: Refinitiv, Bank J. Safra Sarasin, 06.03.2024

Tactically, the macro backdrop has also brightened over recent months. The best lead
indicator for the market, ISM momentum, has continued to trend higher, and risk assets
have followed. Interestingly, ISM momentum actually troughed at typical non-recession
lows, in November 2022, close to the equity market’s low in the month before (Exhibit 22).
Had one known at the time that a recession could be avoided, the trough in ISM momen-
tum would have provided a reliable indication that equity markets were entering a sus-
tained move higher. However, back then, our expectations, as well as the broad consensus
perceived this cycle to be different.

Fast forward to today, ISM momentum should remain in positive territory over the coming
months. One reason for this assumption is that the manufacturing ISM itself remains at
fairly depressed levels, with the February reading below 48. In a normal cycle, the ISM
would typically rise above 55, before rolling over again. This would suggest that there’s
plenty of room for it to rise before another cycle peak is reached. Recent bank lending
surveys further support the view that ISM momentum should continue to move higher from
here. The Senior Loan Officer Opinion Survey (SLOOS), which points towards easing fi-
nancing conditions in the US, suggests that ISM momentum should rise in the months
ahead (Exhibit 23). These data would support tactical upside for equities until year-end.

A reason to be cautious, at least in the short term, is the extent and duration of the recent
rally. After an almost uninterrupted increase over the past four months, risks of a tempo-
rary setback have risen. This would (i) follow the typical pattern of equity market rallies
since 2021 and (ii) not come as a major surprise, given that valuations have surged back
to levels last seen in January 2022 (Exhibit 24). We would thus caution against adding too
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much risk in the coming weeks, but feel confident that market upside should materialise
by the end of the year.

Exhibit 22: ISM momentum troughed Nov 22, a month after the S&P  Exhibit 23: ISM momentum should continue to improve
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Source: Refinitiv, Bank J. Safra Sarasin, 06.03.2024 Source: Refinitiv, Bank J. Safra Sarasin, 06.03.2024

We reiterate our preference for euro area eq- Less stretched than US valuations are euro area multiples, which have only recovered

uities back to levels last seen in 2023. Combined with a macro environment that has brightened
significantly over recent months, we expect euro area equities to outperform tactically and
reiterate our positive view on the region (Exhibit 25). This may at some point also start to
provide more support to euro area small caps, which have not participated in the recent
rally. Typically, these are more domestically-exposed. Once global dynamics start to feed
through to euro area domestic demand, euro area small caps should benefit.

Exhibit 24: US PEs are back to January 2022 levels, EMU PEs not Exhibit 25: Euro area macro surprises have risen sharply vs global
24 S&P500 12m fwd PE ex "magnificent 7" 23 20% -~ - 120
23 | S&P500 12m fwd PE %i
22 Euro area 12m fwd PE (rhs) 20 - 80
21 19 10% -
A - 18 L 40
20 1 / W\j‘ :’A\"--.‘ 17
19 N 16 o
18 - - , M\ 15 0% Lo
\ 14
17 ,M A a 13 L .40
16 - R /‘/‘V‘- 12 10% |
11 80
15 | V 10 r
14 - \ 9
13 V 8 -20% - -120
7 2011 2013 2015 2017 2019 2021 2023
12 ! ! ' ! ! ' ' 6 EMU vs global, rel. perf. 6m chg
2017 2018 2019 2020 2021 2022 2023 2024 EMU vs. global, relative macro surprises, 3mma (rhs)
Source: Refinitiv, Bank J. Safra Sarasin, 06.03.2024 Source: Refinitiv, Bank J. Safra Sarasin, 06.03.2024

Improving manufacturing data and falling While it may take somewhat longer for euro area small caps to perform, we reiterate our

rates are a perfect environment for small preference for US small caps. As flagged earlier, the combination of a strengthening man-

caps ufacturing cycle and moderating rates is a boon for US small caps, which have suffered
disproportionately from the macro backdrop since the beginning of 2021 (Exhibit 26). The
starting point also looks a lot more attractive than for large caps, with valuations well be-
low their long-term averages (Exhibit 27).

Bottom-line, we are turning more optimistic on equities with 5% to 10% upside until the
end of the year, but caution against adding too much risk after the recent rally. A better
entry point may be reached in coming weeks. Tactically, we reiterate our preference for
euro area equities and US small caps.
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Exhibit 26: US small caps have room to catch up with ISM momentum  Exhibit 27: Moderate small-cap multiples compared to large caps’
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Stock Index Price Targets

06.03. 2Q24 4Q24 4Q25
S&P 500 5105 5100 5'400 5'800
USA 2 MSCIUK 2'204 2’150 2’300 2’450
Eurozone A DJ Euro Stoxx 50 4’915 5’000 5’200 5500
Switzerland A  DAX 17717 18’000 18900 20°000
United Kingdom Vo oswm 11'546 11’800 12’200 12’800
Japan ¥ wmscl Japan 1691 1’500 1’650 1’750
Emerging Markets 2  MSCIEM 1’028 1’050 1’100 1’150
China =  MSCI China 54 57 59 62
Key Policy Rates in %
06.03. 2024 4Q24 4Q25
Energy 2 USFed Funds 5.50 5.25 4.75 3.75
Materials v EUR Depo Rate 4.00 3.75 3.00 2.00
Industrials Vv snB Target Rate 1.75 1.25 1.00 0.75
Consumer Discretionary =  BoE Base Rate 5.25 5.25 4.50 3.25
Consumer Staples () BOJ Policy Balance Rate -0.10 0.00 0.10 0.20
Health Care A  Bond Yields (10yr Benchmark)
Banks v 06.03. 2Q24 4Q24 4Q25
Insurance 2 USsA 4.14 3.90 3.80 4.30
Information Technology 2  Germany 2.31 2.10 2.05 2.35
Communication Services 2 Switzerland 0.77 0.80 0.80 1.15
Real Estate 2 United Kingdom 3.99 4.00 3.80 3.45
Utilities A  Japan 0.71 0.75 0.90 1.10
FX-Forecasts
06.03. 2024 4Q24 4Q25
US Treasuries A  EUR-CHF 0.96 0.97 0.93 0.93
German Bunds A  EUR-USD 1.09 1.10 1.10 1.12
UK Gilts A  EUR-GBP 0.86 0.86 0.86 0.90
Swiss Eidgenossen =  GBP-USD 1.27 1.28 1.28 1.24
|G Credit 2  USD-JPY 149 142 138 130
HY Credit =  USD-CHF 0.88 0.88 0.85 0.83
EM USD Government Bonds = USD-CNY 7.20 7.20 7.10 7.05
Gold, USD per ounce 2'146 2’050 2100 2100
A > \7 Macro Forecasts
Overweight Neutral Underweight 2023 2024 2025
us GDP 2.5 2.3 1.4
Asset class views (overweight, neutral, un- CPI 4.1 3.0 2.5
derweight) express a tactical recommenda-  Euroland GDP 0.4 0.5 1.1
tion with a 3-month horizon. Tactical views CPI 5.4 2.6 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 1.5 1.6
economic and interest rate forecasts. UK GDP 0.1 0.1 1.0
CPI 7.3 2.3 2.2
Japan GDP 1.9 0.7 0.9
CPI 3.3 2.3 1.9
China GDP 5.2 4.5 4.5
CPI 0.3 1.1 2.4
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Inflation surprised on the downside

A negative output gap should reduce corpo-
rate margins

No second-round effects from the inflationary
shock: wages are no risk to the inflation out-
look

Low goods prices are the main reason why in-
flation fell that quickly
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Swiss Macro
The SNB should cut its policy rate in March

The Swiss National Bank (SNB) is the first big central bank that has brought back
inflation to its target range of 0-2%. After two low inflation prints this year, the SNB
can be more confident that inflation will remain within the band over the entire pro-
jection horizon than it was in December. Inflationary pressures have declined further
in the past months reflecting lower global goods prices, a strong exchange rate and a
slowly growing domestic economy that is limiting wage pressures. As a result, risks
to the inflation outlook are more balanced, meaning they could be on both sides of the
target range. In such a situation, monetary conditions don’t have to be as tight as they
were last summer. Therefore, we expect a rate cut by 25bp to 1.5% on March 21 and
a reduction of the inflation forecast for 2026 to 1.5% from 1.6% so far.

Low February inflation data have shown that the big downside surprise in January was not
a one-off. Headline inflation fell to 1.2% yoy in February. The core rate (1.1%) and the in-
flation rate ex partly regulated rents (0.8%) are even lower. Even if inflation is picking up
slightly in March as a result of the early timing of Easter this year, average inflation in the
first quarter will be around half a percentage point lower than the 1.8% the SNB projected
in December. Will it stay that low?

Let’s start by looking at the Swiss economy as a whole. GDP growth in Q4 was slightly
below potential such that the output gap should be closed by now. Weak growth prospects
for Switzerland’s main trading partners and forward-looking indicators for Switzerland in-
dicate that GDP growth is likely to remain below potential in the first half of this year, such
that the output gap will turn negative soon. Capacity utilization of the industry is already
far below its long-term average. As a consequence, corporate margins are more likely to
shrink and are unlikely to be a source of increasing inflationary pressures.

Similar arguments can be made for the labour market. Unfilled vacancies have fallen and
the unemployment rate has increased, admittedly from a very low level. And even if job
losses are concentrated in the export-oriented manufacturing sector that is suffering from
the low global goods demand and the real appreciation of the Swiss franc, labour demand
has cooled off in other sectors as well. Fewer companies in the services sector are report-
ing that labour scarcity is their main concern. Therefore, it should be no surprise that wage
expectations for this year have fallen to 1.8%. With Hotels & Catering being the only ex-
ception, wage expectations are within the inflation target range for all other sectors. Tak-
ing some productivity growth into account, it is safe to conclude that the risk of second
round effects through higher wages is minimal by now.

Let’s continue by looking at different components of the inflation basket. The main source
of lower inflation has been the goods sector where prices are barely above last year’s level
(0.1%). We may have seen the most sizeable adjustments of goods prices already as pan-
demic related bottlenecks and impaired supply chains are no topic anymore and energy
prices have also normalized. Yet producer prices for the domestic market are still negative
(-2.3% yoy in January). With a certain lag, “upstream” producer prices are feeding into
“downstream” consumer prices. Given that producer prices have fallen even more strongly
inthe euro area (-8.6% yoy in January) and the strong appreciation of the Swiss franc (6.9%
yoy in January), imported deflation will reinforce the disinflationary trend in the goods sec-
tor in the coming months as well.
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Services sector inflation is elevated only due
to increasing rents

Box 1: Swiss rent inflation and regulation

We expect a final adjustment of the
reference rate in September

The policy rate can be lowered as financial
conditions are quite restrictive now

Tactical considerations also speak for an
early rate cut

Waiting until the Fed and the ECB may cut in
June would be a mistake

15 | Cross-Asset Weekly

We acknowledge that the Swiss franc’s real exchange rate is around 4% above its long
trend already. This makes another strong appreciation unlikely, such that its disinflation-
ary effect may fade in the coming months. Therefore, it is important to look at potentially
more stable domestic prices separately. Prices of domestically produced goods and ser-
vices have increased by 1.9% yoy, mainly reflecting elevated prices for private services
(2.2% yoy). In most countries and at most times, this would be a warning sign that the
underlying inflationary pressures remain elevated. In Switzerland, this is currently more a
reflection of higher housing rents increasingly due to regulatory reasons. In February,
rents contributed half a percentage point to the inflation rate. In other words, headline
inflation ex rents amounted to 0.8% yoy only. This is the underlying inflation rate that the
SNB should focus on as rent adjustments are one-offs by nature.

In Switzerland, rents may be adjusted if mortgage rates increase. In turn, tenants may
demand lower rents if mortgage rates fall. The idea is that landlords’ costs also fluctuate
with the interest level of their mortgages. For that reason, a mortgage reference interest
rate is published quarterly. This reference rate has been raised in June and December
2023 by 25bp and allowed rent increases by 3% each. As rents are adjusted with a delay,
the December adjustment should be visible in May and lead to slightly higher average
inflation in Q2. Current rates for new mortgages exceed the average of existing mortgages
of 1.7% by round 30bp. The average rate of existing mortgages has never changed by more
than 15bp in a quarter since the financial crisis. For this reason, we expect the next and
final adjustment of the reference interest rate to 2% only in September instead of June as
we did so far. This would allow landlords to increase rents from next January onwards.

We conclude that inflation is unlikely to exceed the upper band of the target range of the
SNB until end 2026. In our view, this outlook is not compatible with current financial con-
ditions. These might be even tighter than last summer as the real effective exchange rate
(4.3% yoy in January) is showing the most sizable deviation from its long-term trend since
the SNB abandoned its exchange rate floor versus the euro in January 2015. Hence, it is
only a question of time before the SNB can lower its policy rate.

Tactical considerations come into play with respect to the timing of a first rate cut. In order
to reinforce their inflation fighting credentials, central banks usually have an asymmetric
pay-off from changing policy rates in a "high inflation” environment. Lowering rates too late
seems to be better than lowering rates too early. Doing so together with other central
banks seems to be less risky. Given that markets are pricing the ECB and the Fed to cut
rates only on June 6 and 12 respectively, it might seem to be safer for the SNB to wait
until their meeting on June 20 as well. We believe this would be a mistake for six reasons:

1. The SNB should not wait for the Fed or ECB simply because its inflation outlook is
different. Switzerland is back to target; the US and the euro area are not.

2. In general, it doesn’t seem to be a great idea to base its policy on the rather slow-
moving ECB.

3. Market developments may force the ECB and the Fed to cut already in April and May.
In that case, it would look odd if the SNB waited until June.

4. ltis nottrue that waiting for another quarter comes with negligible costs. Investment
spending for equipment and software as well as for construction declined in the last
quarter already. Credit volumes outside real estate are falling sharply. Keeping mon-
etary conditions unnecessarily tight will be a burden for the economy.

5. Waiting until June and cutting more or less in tandem with the ECB by 25bp will not
weaken the exchange rate as desired by the SNB. On the contrary, it may lead to up-
ward pressure on the Swiss franc in the coming months as markets are pricing a prob-
ability of around 50% for a cut in March. Furthermore, the SNB should consider that
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Key charts for the Swiss economy

Exhibit 1: Inflation with and without rents
Switzerland, Consumer Price Index in % yoy
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Exhibit 4: Effective exchange rates
Switzerland, SNB, CHF-FX Indices
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Exhibit 2: Output gap and capacity utilization
Switzerland, Output Gap in %, last SNB data: 2023 Q3

o

the ECB has more room to cut rates in the coming quarters, simply because its current
policy rate is further above the neutral rate than is the case in Switzerland. This would
lead to a shrinking interest rate advantage of the euro area versus Switzerland and
could lead to upward pressure on the Swiss franc. As the SNB has less “ammunition”
to cut than the ECB, it should appear more decisive early on. Being the first big central
bank to cut would deliver such a widely recognized effect.

Last and by no means least, the SNB as well as we might be underestimating the
deflationary trend on the goods side as much as we underestimated the strength and
persistence when goods prices increased during the pandemic and the Russian inva-
sion of Ukraine. Imported deflation from China that may try to boost its economy
through export-driven growth could reinforce low goods inflation. In other words, risks
around the inflation profile are not only to the upside as they were last year. The SNB
should consider that there are again downside risks to its inflation target and that it
may have underestimated these risks in their last two inflation projections already.
With risks to the inflation outlook being more balanced, it would be appropriate to
become gradually less restrictive as well. In our view, the risk that a rate cut in March
turns out to be a mistake and inflation picks up again is low because even at 1.5%
monetary policy would still be in restrictive territory.

Exhibit 3: Sectoral wage developments

KOF Business Surveys, Gross Wages on Employees,
Expected Change in % Next Year, latest data: 2024 Q1
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Exhibit 5: Producer and import prices

Switzerland, Producer Prices in % yoy, latest data:
01/2024
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Exhibit 6: Reference interest rate for rents

Switzerland, Mortgage Lending Rates, Swiss Federal
Office for Housing, in %
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Lower inflation projections, but 2026 fore-

cast remains unchanged

Financing conditions are expected to have a
dampening impact on economic growth

First rate cut likely in June
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Euro area macro
ECB cuts inflation and growth forecasts

At its meeting on Thursday, the ECB decided to hold all key policy rates constant. The
decision was unanimous and rate cuts were not discussed. No decision has been made
on the new monetary framework that is now due to be presented on March 13. The
inflation projection was reduced for 2024 and 2025, but not for 2026. Accordingly,
President Lagarde confirmed that there was more progress on disinflation, though not
enough to have full confidence in it. She was particularly unhappy about the elevated
level of domestic inflation, reflecting profit margins and wage developments. Presi-
dent Lagarde frequently mentioned that the Governing Council will know a little more
in April and a lot more in June, and that it continues with a data dependent approach.
This does not close the door to an April cut completely, but makes a cut in June much
more likely. However, the data have to go in the right direction. We expect a first rate
cut in June, followed by three further cuts until the year end.

The ECB has revised its inflation projections down from 2.7% to 2.3% for this year and
from 2.1% to 2.0% for next year. Importantly, though, the 2026 forecast was kept at 1.9%.
A downward revision of this medium forecast could have been interpreted as a strong sig-
nal for an immediate rate cut. The forecast for core inflation has also been revised down
to 2.6% for 2024, 2.1% for 2025 and 2.0% for 2026. They were 0.2 and 0.1 percentage
points higher for 2024 and 2025 previously. In particular, the ECB mentioned the elevated
level of domestic price pressures as a warning sign for inflation, reflecting high wages and
profits. President Lagarde mentioned that labour shortages were less of a problem, which
would justify the assumption of waning wage pressures.

The ECB expects economic activity to remain subdued in the near term. A loss of compet-
itiveness is part of the reason for the weak growth environment. However, the Red Sea
shipping disruptions are not seen as a new major source of supply chain disruptions. Con-
sumption and also investment should lead to somewhat stronger growth later in 2024.
Consumption is expected to pick up as real household incomes grow more strongly, re-
flecting higher wages and lower inflation rates. Staff projections for GDP growth were re-
vised down to 0.6% from 0.8% for 2024. They were left unchanged for 2025 and revised
up to 1.6% for 2026 from 1.5% in December. Importantly, the ECB does not expect an
increase in unemployment rates during its whole forecast horizon and even forecasts
higher employment levels. Risks to growth in general remain to the downside, in particular
due to a weaker global economy and geopolitical risks.

President Lagarde confirmed that the Governing Council was more confident to reach the
inflation target, but that rate cuts have not yet been discussed at this meeting. Instead,
she mentioned that the ECB would begin discussing the dialling back of restrictive mone-
tary policies presently. While some further information would be available in April, there
would be significantly more data published until June, in particular about the inflationary
pressures originating from higher wages. As a result, the bar is very high for a rate cut in
April. It is equally high for not cutting in June. Therefore, we expect a first rate cut in June,
followed by three further cuts until the end of the year.
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Economic Calendar
Week of 11/03 - 15/03/2024

Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 11.03.2024

Us 16:00 NY Fed 1-Yr Inflation Expectations Mar Feb - 3.00%

Tuesday, 12.03.2024

UK 08:00 Payrolled Employees Monthly Ch. Jan 1'000 - 48k
08:00 Average Weekly Earnings 3M/YoY Jan yoy - 5.80%

us 13:30 CPI Ex Food and Energy MoM Feb mom 0.30% 0.40%

EU 13:30 CPI Ex Food and Energy YoY Feb yoy 3.70% 3.90%

Wednesday, 13.03.2024

UK 08:00 Manufacturing Production MoM Jan mom = 0.80%
08:00 Manufacturing Production YoY  Jan yoy = 2.30%
08:00 Index of Services MoM Jan mom = -0.10%
08:00 Index of Services 3M/3M Jan 3M/3M = -0.20%

us 13:00 MBA Mortgage Applications Mar0O8 wow -- 9.70%

Thursday, 14.03.2024

us 13:30 Retail Sales Control Group Feb mom - -0.40%
13:30 PPl Ex Food and Energy MoM Feb mom 0.20% 0.50%
13:30 PPl Ex Food and Energy YoY Feb yoy - 2.00%
13:30 |Initial Jobless Claims Mar9 1'000 --

Friday, 15.03.2024

us 13:30 Empire Manufacturing Mar Index -8.00 -2.40
13:30 Industrial Production MoM Feb mom 0.00% -0.10%
15:00 U. of Mich. Expectations Mar Index -- 75.20
15:00 U. of Mich. 5-10 Yr Inflation Mar % - 2.90%

Source: Bloomberg, J. Safra Sarasin as of 07.03.2024
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A 1W (bp) AYID (bp) TRYTDin%
Swiss Eidgenosse 10 year (%) 0.72 -7 2 0.1
German Bund 10 year (%) 2.31 -11 28 -1.8
UK Gilt 10 year (%) 4.00 -19 46 2.7
US Treasury 10 year (%) 4.07 -10 20 -0.8
French OAT - Bund, spread (bp) 45 -4 -9
Italian BTP - Bund, spread (bp) 132 -16 -36
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11’575 18.4 1.8 4.5
DAX - Germany 17’843 12.7 0.9 6.5
MSCI Italy 1’062 9.1 2.4 10.5
IBEX - Spain 10°'320 10.6 3.2 2.6
DJ Euro Stoxx 50 - Eurozone 4'974 14.1 2.0 10.3
MSCI UK 2'207 11.3 1.1 0.6
S&P 500 - USA 5157 21.4 1.2 8.4
Nasdaq 100 - USA 18298 33.8 1.4 8.9
MSCI Emerging Markets 1’030 14.4 0.9 0.9
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.88 6.5 -0.7 4.3
EUR-CHF 0.96 4.8 0.3 3.4
GBP-CHF 1.12 5.6 0.5 4.9
EUR-USD 1.09 5.8 1.0 -0.8
GBP-USD 1.28 6.2 1.2 0.6
USD-JPY 147.9 8.6 -1.5 4.8
EUR-GBP 0.85 4.0 -0.2 -1.4
EUR-SEK 11.19 5.9 0.1 0.5
EUR-NOK 11.40 7.1 0.0 1.5
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 99 9.4 1.9 -0.1
Brent crude oil - USD / barrel 85 28.0 0.3 9.3
Gold bullion - USD / Troy ounce 2'161 10.3 5.7 4.8

Source: J. Safra Sarasin, Bloomberg as of 07.03.2024
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Important Information

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

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

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

Past performance is no indication of current or future performance. Investments in foreign currencies are subject to exchange rate fluctuations.
Exchange rate risk will apply if the investor’s reference currency is not the same as the investment currency. Information containing forecasts
are intended for information purpose only and are neither projections nor guarantees for future results and could differ significantly for various
reasons from actual performance. The views and opinions contained in this publication, along with the quoted figures, data and forecasts, may
be subject to change without notice. There is no obligation on the part of the Bank or any other person to update the content of this publication.
The Bank does not accept any liability whatsoever for losses arising from the use of the Information (or parts thereof) contained in this docu-
ment.

Neither this publication nor any copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person.
This publication is not directed to any person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such
distribution is prohibited and may only be distributed in countries where its distribution is legally permitted.

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

Bloomberg

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

ICE Data Indices

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

J.P. Morgan

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

MSCI Indices

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

SMiI

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

Distribution Information

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

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

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

Germany: This marketing publication/information is being distributed in Germany by J. Safra Sarasin (Deutschland) GmbH, Kirchnerstrae 6-
8, 60311 Frankfurt am Main, for information purposes only and does not lodge claim to completeness of product characteristics. Insofar as
information on investment funds is contained in this publication, any product documents are available on request free of charge from J. Safra
Sarasin (Deutschland) GmbH, 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, Kirchnerstrafle 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).
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Luxemburg: This publication is distributed in Luxembourg by Banque J. Safra Sarasin (Luxembourg) SA (the “Luxembourg Bank”), having its
registered office at 17-21, Boulevard Joseph II, L-1840 Luxembourg, and being subject to the supervision of the Commission de Surveillance
du Secteur financier — CSSF. The Luxembourg Bank merely agrees to make this document available to its clients in Luxembourg and is not the
author of this document. This document shall not be construed as a personal recommendation as regards the financial instruments or products
or the investment strategies mentioned therein, nor shall it be construed as and does not constitute an invitation to enter into a portfolio
management agreement with the Luxembourg Bank or an offer to subscribe for or purchase any of the products or instruments mentioned
therein. The information provided in this document is not intended to provide a basis on which to make an investment decision. Nothing in this
document constitutes an investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appro-
priate for individual circumstances. Each client shall make its own appraisal. The liability of the Luxembourg Bank may not be engaged with
regards to any investment, divestment or retention decision taken by the client on the basis of the information contained in the present docu-
ment. The client shall bear all risks of losses potentially incurred as a result of such decision. In particular, neither the Luxembourg Bank nor
their shareholders or employees shall be liable for the opinions, estimations and strategies contained in this document.

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

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

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

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

United Kingdom: This document is distributed from the UK by Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch, 47 Berkeley Square, London,
W1J 5AU, to its clients, prospects and other contacts. Bank J. Safra Sarasin (Gibraltar) Ltd offers wealth and investment management products
and services to its clients and prospects through Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch. Registered as a foreign company in the
UK number 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.
Where this publication is provided to you by Bank J. Safra Sarasin (Gibraltar) Limited, London Branch: Nothing in this document is intended to
exclude or restrict any liability that we owe to you under the regulatory system that applies to us, and in the event of conflict, any contrary
indication is overridden. You are reminded to read all relevant documentation relating to any investment, including risk warnings, and to seek
any specialist financial or tax advice that you need. You are not permitted to pass this document on to others, apart from your professional
advisers. If you have received it in error please return or destroy it.
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