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Higher inflation rates to trigger faster policy rate hikes

Contacts

Central banks will try to normalise their policy stance faster than we had anticipated in
December. We expect three Fed hikes this year, with lift-off in March, and three hikes in 2023.
Balance sheet runoff is likely to start in 2H2022, much earlier than previously anticipated. We
have significantly revised up our 2022 forecasts for euro area inflation (to 3.2%, from 2.7%)
and UK inflation (4.6%, from 3.8%) and increased our base rate profile for the Bank of England
(BoE) to four rate hikes until the end of 2023, instead of two. We have not changed our forecast
for the ECB, but it may well revise its forward guidance, preparing the market for a faster
removal of monetary accommodation.
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FX: We think that the current US dollar strength will continue over the next few months and
have revised our EUR-USD year-end target down from 1.20 to 1.15.
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Fixed Income: Our bond yield forecasts remain unchanged. We expect moderately higher yields
and see further flattening pressure after some consolidation, mainly in Dollar markets.
Persistent underlying inflation pressures should lead central banks to deliver most of the
priced rate hikes, at a time, when the strength of the business cycle moderates.
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Emerging Markets: Over in China, we expect the current slowdown in the real estate sector to
dampen activity through 1H2022. The policy easing cycle has started, though we expect more
aggressive policy only if Omicron outbreaks disrupt activity more widely.
Equities: Finally, we keep our year end equity targets unchanged and stick to our preference
for a rather defensive tactical allocation. Additionally, we have taken a closer look at US sector
and style correlations to real rates and market-based inflation expectations. We find that Tech,
which used to be positively correlated to real rates, now looks more like a bond proxy. On the
other side, US high dividend yield has benefitted substantially from recent real rate moves.
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Global outlook and forecast revisions
Higher inflation rates to trigger faster policy rate hikes
The rapid spread of Omicron across Europe and the US will probably weigh on economic
growth in the first quarter of the year. But elevated inflation rates, as well as the encouraging news about the more benign impact of the virus on people’s health, mean that
major central banks will aim to normalise their policy stance more rapidly than we had
previously anticipated. We now expect the Fed to raise rates three times this year, with
a March lift-off, and another three times in 2023. The start of the Fed’s balance sheet
runoff is likely to start in the second half of 2022. In Europe, we have revised up significantly our inflation forecasts for both the euro area and the UK, largely reflecting higher
expected administrated gas and electricity prices. The Bank of England will increase its
base rate four times until the end of 2023, in our view. In terms of market implications,
we continue to see moderate upside to bond yields and the trend towards flatter curves
to re-assert itself, particularly in the US. We think the current US dollar strength will
continue over the next few months, and have revised our EUR-USD year-end target down
from 1.20 to 1.15. Finally, we have kept our year end equity targets unchanged and
stick to our preference for a rather defensive tactical allocation.

Dr. Karsten Junius, CFA
Chief Economist
karsten.junius@jsafrasarasin.com
+41 58 317 32 79
Raphael Olszyna-Marzys
International Economist
raphael.olszyna-marzys@jsafrasarasin.com
+41 58 317 32 69

Since our last forecast update in December, three main developments have taken place:
(1) inflation rates have increased faster than expected, (2) central banks have become
more hawkish and (3) a new wave of COVID-infections has spread quickly from one continent to the next. Let’s start with the health issue. One question we discussed intensively
was whether this latest wave marks the beginning of the end of the pandemic. We don’t
believe so as COVID is likely to become endemic – a seasonal disease that is spreading
easily during the colder months of the year. But fortunately, increasing immunity levels
and better treatments suggest that its impact on healthcare systems and the economy is
likely to get less detrimental with each new wave.

Three important developments have taken
place over the past month

Exhibit 1: JSS Inflation forecast profile for the US

Exhibit 2: JSS Inflation forecast profile for the euro area
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We have revised up our Fed rate hike expectations to three in 2022 and three in 2023, with
lift-off in March. The risk is that the Fed will
have to do more
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In our previous round of forecasts in December, however, we decided not to change our
Fed view given the recent discovery of the new Omicron variant, and the uncertainty about
its virulence at the time. But the rapidly broadening of inflationary pressures – which the
October CPI report and again the November and December reports have clearly demonstrated – meant that the Fed could no longer stick to its ‘transitory view’ and would have
to accelerate significantly the normalisation of its monetary stance, as we wrote here and
here. The December 15 FOMC meeting confirmed this hawkish pivot, with the new dot plot
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indicating three expected rate hikes for both 2022 and 2023 (the September projections
showed only three-and-a-half rate hikes until the end of 2023) and an accelerated pace
of tapering. We also expect the Fed to increase rates three times this year, and three times
in 2023, with a March lift-off.
Balance sheet runoff is likely to start in the
second half of the year, though the whole process is still highly uncertain

What came as a surprise to us in the minutes published last week was the FOMC’s apparent eagerness to shrink its balance sheet, which we now expect to start in the second half
of this year. Still, there is a lot of uncertainty about the timing and sequencing of policy
actions, how these two tools (the policy rate and the balance sheet) interact with one another, how different policy mixes affect the shape of the yield curve, how fast and how
actively the FOMC will want to runoff its balance sheet, as well as its appropriate size and
composition in the longer run. If the Committee ends up deciding to rely more heavily on
the policy rate to remove monetary accommodation, at least in the initial phase, the risk
to our Fed funds forecast for this year is skewed to the upside. With regard to our growth
outlook, we have modestly revised down our GDP forecast for this year to 4.2% (from 4.4%)
given that an eventual ‘Build Back Better’ bill is likely to come out smaller than previously
anticipated.

We see UK inflation averaging 4.6% in 2022,
higher than previously anticipated. The BoE is
set to raise its base rate twice this year and
twice next year

In the UK, we have sharply revised up our inflation forecast for this year, reflecti ng a likely
more pronounced pick-up in administrated gas and electricity prices this coming April.
This implies that inflation is likely to peak at 6% in April, rather than at 5% as we previously
anticipated. We now anticipate headline inflation to average 4.6% in 2022 and 2.6% in
2023 (previous forecasts were 3.8% and 2.3%). Given already elevated inflation expectations and this new inflation profile, we think the Bank of England (BoE) will have to tighten
policy more than we previously anticipated. We now forecast two rate hikes this year, and
another two next year (from one and one previously).

Exhibit 3: Market inflation expectations back at central bank targets

Exhibit 4: Most measures of UK inflation expectations are elevated
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Euro area GDP growth should rebound in Q2.
Growth for the year should average 4%

We haven’t changed our euro area growth outlook. We still expect a weak winter half. High
inflation is lowering consumers’ purchasing power, COVID-related restrictions are reducing their ability to spend on services, and industrial production cannot unfold its full potential as long as supply bottlenecks persist. However, we still expect a strong rebound
from the second quarter on and an average growth rate of 4.0% for this year.

We had to revise up our euro area inflation
forecast materially to 3.2% for 2022

Lately, we have seen a couple of inflation surprises that have brought the headline rate to
5.0% yoy in December. As the lower core rate of 2.6% yoy indicates, a very large part of the
current inflation can be traced back to the rebound of energy and food prices after their
very low levels in 2020. But even if world market prices for oil and gas do not rise further,
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we are cautious as administered energy prices like those for electricity and gas for households are often adjusted with a delay. Taxes currently contribute around 0.5 percentage
points to the inflation rate – a factor that should largely drop out of the 12-month comparison in January. Despite all these special factors, we note that the core rate clearly is
above the inflation target of the ECB. Will it come back to the 2% target in the coming
quarters and years, or will it linger above the target? At this stage, we expect inflation to
come down quite rapidly this year, in contrast to the US (see Exhibits 1-2 on page 2). Indeed, so far, there still is no indication that wage growth is picking up. Our forecasts show
headline inflation to fall back to 2% and even a bit below in the fourth quarter of 2022.
Still, we also don’t see the need for such an expansionary monetary policy anymore and
would favour a faster reduction of bond purchases by the ECB.
We see moderate upside to bond yields and
the trend towards flatter curves to re-assert itself, particularly in the US

Fixed Income: Our yield forecasts remain unchanged. We continue to see moderate upside
for developed markets’ bond yields with most upside for intermediate maturities as persistent underlying inflation pressures will lead most central banks to lift policy rates in
2022. After the sharp repricing of rate expectations and the yield curve over the past few
months, markets will likely take a breather and consolidate while trying to assess to what
degree central banks will deliver the priced rate hikes. As (Dollar) central banks start hiking rates form Q1 2022 onwards, we expect the trend towards flatter curves to re-assert
itself, less so in the UK and even less in the euro area. The growth momentum of the global
economy (and inflation rates) will continue to moderate over coming quarters, which
should restrain the upside for long-term bond yields.

We have revised our EUR-USD year-end target
down from 1.20 to 1.15

FX: We think the current US dollar strength will continue over the next months. The acceleration of the Fed's tapering process will pave the way for a quicker policy rate lift -off,
which implies that the Fed will probably deliver close to what markets are currently priced
for. Furthermore, we expect the spread of the Omicron variant to continue weighing on
global macro momentum, which should act as an additional tailwind for the dollar. We
expect supply bottlenecks to ease gradually, which should allow the euro to recover moderately towards the end of the year. We have revised our EUR-USD year-end target down
from 1.20 to 1.15. Moreover, we expect the Swiss franc and the attractively valued Japanese yen to outperform the US dollar, given their substantially lower domestic inflation
rates. We have revised our Swiss franc target for end 2023 up and now expect it to reach
parity with the euro at the end of 2023. Lastly, we think that demand for gold ETFs could
pick up in 2022 on the back of higher inflation prints, which should provide ample support
to the precious metal. For more details, please see our monthly FX-Atlas «Uncertainty to
favour US dollar in the coming months», FX Atlas 2022/01/11.

We continue to expect single-digit equity market upside until the end of the year, with a
preference for a rather defensive tactical allocation

Equities: While we continue to expect single-digit equity market upside until the end of the
year, we stick to our rather defensive tactical allocation. We prefer defensives over cyclicals, given that we expect the US economy to slow as the year moves on. While GDP prints
should remain solid, they will likely moderate from the elevated levels in 2021. As a result,
macro momentum will remain negative for the foreseeable future and should continue to
weigh on cyclical trades. The recent adjustment in rates, which have caught up with the
Fed’s more hawkish communication, has led to a sharp rebound in value sectors . The adjustment should be complete for now. A further sharp rise would require either i) a further
upside inflation surprise or b) a sustained re-acceleration of economic activity. Neither is
our base case, which makes us reluctant to jump on to the value overweight -bandwagon.
From a regional perspective, we expect emerging markets equities to recover, given that
Chinese equities have significantly trailed the macro data and have significant catch-up
potential once regulatory headwinds fade.
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Exhibit 2: JSS Forecasts overview
Breakdown per Asset Class
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Global Fixed Income
Central banks leave their marks on yield curves
Alex Rohner
Fixed Income Strategist
alex.rohner@jsafrasarasin.com
+41 58 317 3224

The hawkish pivot by central banks in the Dollar markets and the Sterling market has
led to a substantial yield curve flattening over the past few months. The move happened
earlier and was more pronounced than in previous cycles. We expect some consolidation as markets digest the sharp re-pricing, but expect the flattening pressure to reassert itself, mainly in the Dollar markets. Indeed, persistent underlying inflation pressures should lead central banks to deliver most of the rate hikes that are currently
priced, at a time, when the strength of the global business cycle continues to moderate.
The hawkish shift by most developed markets central banks has left its marks on fixed
income markets. With the accelerated taper of asset purchases, an implicitly announced
earlier and faster increase in policy rates and a potentially swift start to reducing the Fed’s
balance sheet, the US bond market has been served a substantial tightening package over
recent months. A very similar picture presents itself in the UK, where the termination of
bond purchases and a shift towards a tighter policy has pushed policy rate expectations
over next three years to levels last reached at the top of the last cycle in 2018. At the other
end of the spectrum, the ECB initially pushed against premature rate hikes while it focusses on workable exit strategies from their asset purchase programmes without an unduly
widening of peripheral credit spreads. Nevertheless, high inflation rates and a solid economic outlook have led the ECB to allow, for now, the current rise in market expectations
and bond yields.

Central Banks are signalling removal of support – at different speeds

Market expectation for policy rates close to
our expectations

In the US, markets currently price about six Fed hikes over the next three years, four in
2022, and roughly two hikes in 2023, while we expect slightly more (seven hikes) over that
period. Our expectations for cumulative UK rate increases over three years are 100bp,
close to market pricing, although we see them more evenly distributed over the time horizon. As far as the euro area is concerned, we expect the ECB to deliver a cumulative 50bp
until the end of 2024, slightly less than market pricing.

Exhibit 1: A dramatic shift in 12m rate expectations in the US and UK

Exhibit 2: Policy rate expectations over 3 years close to our forecasts
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Yield curves in the Dollar markets and the UK
have flattened aggressively, not so in the euro
area
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Unsurprisingly, bond yields have risen over the past months across the curves as higher
rate expectations have become incorporated into the different yield structures. Yield
curves have flattened substantially in the Dollar markets and in the UK, where central
banks have performed the most hawkish pivot. The aggressive change in the policy stance
has restrained the upside for long-term yields by lowering term premia despite surging
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inflation prints. In the euro area, a more passive ECB has led to less pronounced moves
in the yield curve, at least as far as the 2y/10y segment is concerned. The speed and
degree of the curve flattening in the Dollar and Sterling markets has been breath -taking.
For example, compared to the past two rate cycles, the flattening of the US Treasury yield
curve has started much earlier and was much more pronounced (Exhibits 3, 4 , assuming
a March lift-off).
Time for a breather, but trend towards flatter
curves will likely resume if and when rate
hikes are delivered

After the significant re-pricing in the rates structures that has taken place over the past
few months, the potential for an even more aggressive pricing over the shorter term is
probably limited. This will mainly be felt in some retracement of the aggressive curve flattening moves over the past months in the Dollar- and the Sterling market, mainly in
2y/10y-, less in 5y/30y segments. In fact, the retracement has already started in the first
two weeks of 2022 (Exhibit 5). The trend towards flatter yield curves in Dollar markets
should resume if and when rate hikes are delivered. Yield curves generally flatten more
smoothly and persistently once rate hikes actually get under way (Exhibits 3, 4). Not all
curves are equal, though, the UK curve, in particular, will struggle to flatten further, given
that we expect a more gradual pricing for UK policy rates over time.

Limited upside for developed markets’ longterm bond yields

Ultimately, central banks’ policy responses will depend on the inflation profile going forward and the strength of the economic cycle. While we expect underlying inflation pressures to be persistent, leading central banks to deliver most of the expected rate hikes,
the ongoing moderation in economic growth should continue to restrain the upside for
developed markets long-term bond yields (Exhibit 6).

Exhibit 3: A faster and more pronounced flattening move in US 2y/10y
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Exhibit 4: … and even more so in US 5y/30y
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Exhibit 5: Substantial flattening of 2y/10y segment in the US and UK
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Exhibit 6: Global macro momentum is moderating
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China macro
Real estate and Omicron put downward pressure on growth

Mali Chivakul
Emerging Markets Economist
mali.chivakul@jsafrasarasin.com
+41 58 317 33 01

We expect the current slowdown in the real estate sector to dampen activity through
1H2022. The policy easing cycle has started though we expect more aggressive policy
easing only if Omicron outbreaks disrupt activity more widely.

Real estate slump is expected to continue
through 1H2022

A liquidity crunch among a number of Chinese real estate developers has hit real estate
activity, which accounts for roughly 30% of Chinese GDP. Residential housing starts have
plunged since July and remained at -22% in November (Exhibit 1). Residential real estate
sales remain subdued, and prices for new homes have declined for three consecutive
months. The real estate slump has also hurt government spending as land sales by local
governments to property developers is a sizable part of their revenue. We expect that soft
land sales to developers and the upcoming mergers and restructuring of some property
developers will continue to dampen real estate activity in the first half of this year, putting
downward pressure on growth similar to the 2014/15 downturn.

Policy loosening cycle has started

The downturn has already prompted the Chinese government to start the easing cycle.
Announced measures include a 5bps cut in the prime loan rate, a plan to accelerate investment in key infrastructure projects, a permission for banks to lend more to developers
to ease the liquidity crisis and a relaxation of the mortgage rules. Credit to the economy
stabilised in December, aided by robust government issuance, while lending to the private
sector stayed low (Exhibit 2).

Further headwinds from Omicron outbreaks

The short-term growth outlook, beyond the real estate sector, will depend on how well the
government manages Omicron outbreaks. In recent days, outbreaks have spread to more
cities. The Chinese government’s continued adherence to a zero-COVID policy implies
more lockdowns and travel restrictions over the Lunar New Year holidays. This suggests
that Q1 growth will still be sluggish.

The PBOC is set to ease policy further on the
margin

With December inflation coming in lower than expected, the PBOC is in a comfortable position to cut policy rates and reserve requirements. We only expect small incremental easing, however, unless Omicron outbreaks start disrupting activity more widely.

Exhibit 1: Housing starts remained weak

Exhibit 2: Credit stabilised with stronger government issuance
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Global equities
When rates drive equities: sectors and styles which stand out
Wolf von Rotberg
Equity Strategist
wolf.vonrotberg@jsafrasarasin.com
+41 58 317 30 20

The Fed repricing has dominated markets at
the beginning of 2022

The year has started with a sharp move higher in real rates, dominating other market
segments, in particular equities. While we don’t expect this sharp move to be repeated
from here, we think it’s worth looking once again at sector and style correlations to i)
real rates and ii) market-based inflation expectations. We find that several sectors have
become more rates-dependent over recent years. Tech stands out. It used to be positively correlated with real rates, and now looks much more like a bond proxy. In our
styles analysis, we find that US high dividend yield as a style has benefitted substantially
from recent rate moves. It may well continue to do well in 2022 and stands out, given
its unusual factor exposure, implying diversification benefits for most portfolios.
The start into 2022 has seen a sharp rotation into value sectors, with equity markets being
dominated by the US rates market. Financials and energy led this rotation while rates sensitive sectors, such as tech, saw one of the sharpest declines in the past 12 months. The
rotation has predominantly been a function of a re-pricing of Fed expectations, which led
US real rates higher. The Fed’s change in language, scrapping the assumption that the
jump in inflation is mostly transitory, and the ensuing shift higher in the dot plot, has resulted in a 100bp rise of the 2-year Fed Funds futures rate. The market has gone from
less than two hikes being priced for the coming two years in September, to six hikes being
priced today (Exhibit 1). This is in line with the Fed’s communication and with our own
assumptions, suggesting that the re-pricing is now complete. Thus, moves in Fed Funds
futures as well as in real rates should be much more limited going forward,
Interestingly, the sharp re-pricing has happened against the backdrop of falling macro
momentum in the US, which is another reason to believe that upside for Fed Funds fut ures
and real rates should be rather limited from here.

Exhibit 1: The rates market is now priced for six hikes over two years

Exhibit 2: The repricing has happened as macro momentum has fallen
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Various sectors have become more ratesdriven over the past 3 years
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Yet, we would like to provide a brief overview, showing those sectors and styles which are
the most sensitive to moves in US real rates and US inflation expectations. We are focusing on correlation coefficients over the past three years, given that the performance of
various sectors has been tracking rates more closely (or inversely) over the past three
years than over the seven years before. In terms of positive correlation coefficients, financials are clearly dominating. Rates have become the major driver of performance for the
sector in recent years. This may change somewhat in the future as US banks in particular
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have managed to diversify earnings away from net interest income in the past two years.
A larger share of fee income may also loosen the correlation with rates. However, this has
not happened yet. At the other end of the sector universe is tech, which has increasingly
turned into a bond proxy and, as a result, has seen its inverse correlation to real yields
strengthen (Exhibit 3). In particular the past two years, during which the sector managed
to generate record earnings despite a sharp economic slowdown, have led the market to
re-evaluate the sector’s rather cyclical classification.
Exhibit 3: Correlation coefficients with real rates have changed over past years, most notably for tech, which has gone from cyclical to bond proxy
Correlation of global sector performance with US TIPS yields (real yields)
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Sectors positively correlated with real rates
are positively correlated with inflation expectations and vice versa

Looking not only at real rates, but at the other component of nominal yields, i.e. inflation
expectations, one can see that there is little discrimination between the two when it comes
to sector correlations: Sectors which are positively correlated with real yields are positively
correlated with inflation expectations and vice versa (Exhibit 4).

Exhibit 4: Sector correlations with US inflation expectations and US real rates
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Looking at styles instead of sectors, the distribution unsurprisingly looks similar. Value
styles are positively correlated with both, real rates and inflation expectations, while
growth and defensive styles are negatively correlated with the two nominal yield components. The style which stands out, is US high dividend yield. While it is negatively correlated to inflation expectations, it has been positively correlated to real rates over the past
three years (Exhibit 5).
Exhibit 5: Style correlations with US inflation expectations and US real rates
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High dividend yield has benefitted more than
other styles from the current market environment. The biggest risk to its outperformance
is a tech recovery

The US high dividend yield style is particularly attractive in an environment in which inflation expectations have fully repriced, yet monetary policy still has to adjust – an environment which has been in place over recent weeks. Since the beginning of the year, among
various styles, it has delivered the second-best performance after value. Over the past
three months, it has even delivered the strongest style performance, outperforming global
equities by more than 3% (Exhibit 6). Its factor exposure helps the high dividend yield style
to perform in various market environments (Exhibit 7). It is fairly defensive, given the large
low volatility exposure, yet tends to benefit from rising rates through its high value content.
The only environment which makes it really tough for high dividend yield to outperform is
a situation in which long-duration growth (i.e. tech) does well. We are neutral on tech and
would expect more traditional defensive sectors to do better in the coming months, which
would support continued outperformance of high dividend in 2022.

Exhibit 6: US high dividend has outperformed over 3 months
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Exhibit 7: Low volatility and value dominate US high dividend
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Economic Calendar
Week of 17/01 – 21/01/2022
Date

Unit

Consensus
Forecast Prev.

Monday, 17.01.2022
IT
10:00 Italy CPI EU Harmonised YoY

Dec

yoy

--

4.2%

Tuesday, 18.01.2022
JN
08:00 BOJ 10yr yield target
GE
11:00 ZEW Survey Expectations
US
14:30 Empire Manufacturing Index
16:00 NAHB Housing Market Index

Jan
Jan
Jan
Jan

%
Index
Index
Index

--26.0
84.0

0.00%
29.9
31.9
84.0

Wednesday, 19.01.2022
UK
08:00 CPI YoY
08:00 CPI Core YoY
GE
08:00 CPI EU Harmonised MoM
08:00 CPI EU Harmonised YoY
US
13:00 MBA Mortgage Applications
14:30 Housing Starts

Dec
Dec
Dec
Dec
Jan14
Dec

yoy
yoy
mom
yoy
wow
1'000

5.40%
----1650k

5.10%
4.00%
0.30%
5.70%
1.40%
1679k

Thursday, 20.01.2022
EU
11:00 CPI YoY
11:00 CPI Core YoY
US
14:30 Initial Jobless Claims
14:30 Philly Fed Business Outlook

Dec F
Dec F
Jan15
Jan15

yoy
yoy
1'000
Index

---21.00

4.90%
2.60%
230k
15.40

Dec

mom

0.80

1.10%

Country

Time

Item

Friday, 21.01.2022
US
16:00 COB Leading Index

Source: Bloomberg, J. Safra Sarasin as of 11.01.2022
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Market Performance
Global Markets in Local Currencies
Government Bonds
Swiss Eidgenosse 10 year (%)
German Bund 10 year (%)
UK Gilt 10 year (%)
US Treasury 10 year (%)
French OAT - Bund, spread (bp)
Italian BTP - Bund, spread (bp)
Stock Markets

Current value

Δ 1W

Δ YTD

TR YTD in %

-0.02
-0.10
1.11
1.71
38
131

-3
-6
-7
-5
5
-4

53
47
89
79
15
20

-0.7
-0.5
-1.1
-1.7

Level

P/E ratio

1W TR in %

TR YTD in %

12’620
16’032
875
8’817
4’316
2’139
4’659
15’496
1’263

18.2
14.4
11.5
13.3
15.5
12.5
21.2
27.6
12.9

-1.3
-0.1
0.4
0.6
-0.2
1.7
-0.8
-1.7
3.8

-2.0
0.9
1.8
1.5
0.5
2.8
-2.2
-5.0
2.6

Forex - Crossrates

Level

3M implied
volatility

1W in %

YTD in %

USD-CHF
EUR-CHF
GBP-CHF
EUR-USD
GBP-USD
USD-JPY
EUR-GBP
EUR-SEK
EUR-NOK

0.91
1.04
1.25
1.15
1.37
113.7
0.84
10.24
9.96

6.0
4.4
5.9
5.5
6.3
6.5
5.3
5.7
8.4

-1.0
0.0
0.0
1.0
1.0
-1.6
0.0
-0.4
-0.8

3.3
-3.7
4.0
-6.7
0.7
10.2
-7.4
1.6
-5.2

Commodities

Level

3M realised
volatility

1W in %

YTD in %

Bloomberg Commodity Index
Brent crude oil - USD / barrel
Gold bullion - USD / Troy ounce

103
85
1’827

14.9
27.1
9.8

1.8
3.6
2.0

32.7
67.1
-3.5

SMI - Switzerland
DAX - Germany
MSCI Italy
IBEX - Spain
DJ Euro Stoxx 50 - Eurozone
MSCI UK
S&P 500 - USA
Nasdaq 100 - USA
MSCI Emerging Markets

Source: J. Safra Sarasin, Bloomberg as of 11.01.2022
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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 document.
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 incompleteness 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 provided and shall have no liability for any damages of any kind relating to such data.
This document does not constitute a request or offer, solicitation or recommendation to buy or sell investment instruments or services. It should
not be considered as a substitute for individual advice and risk disclosure by a qualified financial, legal or tax advisor. You are reminded to read
all relevant documentation before making any investment, including risk warnings, and to seek any specialist financial or tax advice that you
need. You are not permitted to pass this document on to others, apart from your professional advisers. If you have received it in error please
return or destroy it.
Past performance is no indication of current or future performance. Investments in foreign currencies are subject to exchange rate fluctuations.
Exchange rate risk will apply if the investor’s reference currency is not the same as the investment currency. Information containing forecasts
are intended for information purpose only and are neither projections nor guarantees for future results and could differ significantly for various
reasons from actual performance. The views and opinions contained in this document, along with the quoted figures, data and forecasts, may
be subject to change without notice. There is no obligation on the part of Bank or any other person to update the content of this document. The
Bank does not accept any liability whatsoever for losses arising from the use of the Information (or parts thereof) contained in this document.
Neither this document nor any copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person.
This information is not directed to any person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such
distribution is prohibited and may only be distributed in countries where its distribution is legally permitted.
Bloomberg
“Bloomberg®” and the referenced Bloomberg Index/Indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg
Index Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes
by Bank J. Safra Sarasin Ltd. Bloomberg is not affiliated with Bank J. Safra Sarasin Ltd, and Bloomberg does not approve, endorse, review, or
recommend the financial instrument(s) mentioned in this publication. Bloomberg does not guarantee the timeliness, accurateness, or completeness 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 purpose 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 completeness 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 MSCI information is intended to constitute
investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such.
Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The
MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this information.
MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively,
the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, time-

14 | Cross-Asset Weekly

Cross-Asset Weekly
14 January 2022
liness, 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)
SMI
SIX Swiss Exchange AG (“SIX Swiss Exchange”) is the source of SMI Indices® and the data comprised therein. SIX Swiss Exchange has not
been involved in any way in the creation of any reported information and does not give any warranty and excludes any liability whatsoever
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