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Emerging market credit is coming of age

Emerging market (EM) credit as an asset class has come a long way. In the past, govern-
ments and firms in EM had to rely on hard currency borrowing as they were not able to
borrow in their own currency. This made them vulnerable to a rise in US interest rates and
a strong US dollar, often leading to financial distress. In the last ten years, domestic finan-
cial markets in major EMs have matured, allowing governments and firms to increasingly
borrow in local currency. As a result, EM borrowers have been much more resilient to the
US rate moves over the last two years. Going forward, falling US rates and a benign growth
outlook would be positive for EM credit. A new round of trade wars, however, could dent
growth in EM and weigh on corporate profitability.

Over in Switzerland, we note that CHF bond yields have dropped substantially over the
past two years, more than in other developed markets, thus providing investors with at-
tractive total returns. That said, the way forward for the broad market looks more chal-
lenging, given the very low nominal yields. Without the return to a negative short-term
interest rate environment, which is not our base case, investors will need to focus on other
ways to generate excess returns versus the broad market.

Finally, turning to US equities, we think US small caps continue to look attractive versus
US large caps for various reasons: Higher rates are not as much of a threat as they were

in 2022/23, lending conditions have eased, cyclical data point to further relative upside
and Trump’s policies should be more favourable for small caps than large caps.
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Emerging markets fixed income
The coming of age of EM credit

Mali Chivakul Emerging market (EM) credit as an asset class has come a long way. In the past, gov-
Emerging Markets Economist ernments and firms in EM had to rely on hard currency borrowing as they were not
mali.chivakul@jsafrasarasin.com able to borrow in their own currency. This made them vulnerable to a rise in US interest
+41 58 317 3301 rates and a strong US dollar. Both often led to financial distress. In the last ten years,

domestic financial markets in major EMs have matured, allowing both governments
and firms to increasingly borrow in their own currency. As a result, EM borrowers have
been much more resilient to US rate moves over the last two years. Falling US rates
and a benign growth outlook would positive for EM credit. A new round of trade wars,
however, could dent growth in EM and weigh on corporate profitability.

High global interest rates usually push High global (and especially US) interest rates generally drive capital away from Emerging

capital away from EM Markets (EM) as Developed Markets (DM) investors can realise higher risk-adjusted re-
turns at home. There is strong empirical evidence that higher US rates and the associated
strengthening of the US dollar lead to a tightening in global financial conditions and a
decline in cross-border and dollar lending. The sudden reversal of capital flows has re-
peatedly caused financial crises in EMs (Figure 1). EM external borrowers, both public and
private, were usually caught with a depreciating local currency and a weaker economy,
limiting their ability to repay their debt in foreign currency.

More developed domestic financial markets EM economies have evolved over the years, however. Greater domestic financial market

have allowed borrowers in major EMs to depth as well as increased access and efficiency (as measured by the IMF’s Financial De-

become less sensitive to global factors velopment Index, Exhibit 2) have allowed major EMs to overcome the so-called “original
sin”, or a country’s inability to borrow from abroad in its own currency. As a result, they
have become less sensitive to US rates and the US dollar as local market borrowing acts
as a cushion for these EM borrowers. Not every EM borrower can borrow in his own cur-
rency, however. Smaller firms and lower-income countries with less developed capital
markets continue to rely on external borrowing in hard currency. Defaults and financial
distress among frontier borrowers are a testament that high US rates are still a binding
constraint for less-developed EMs.

Exhibit 1: High US rates usually mean capital outflows from EM Exhibit 2: Significant improvement in financial development in EM
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EM corporate borrowers have been more Duringthe latest bout of US rate increases over the last two years, borrowers in major EMs
resilient to US rates in the last two years have been remarkably resilient. On the corporate side, there was a clear shift towards
local currency issuance. India, Thailand and Brazil accounted for more than two thirds of
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Exhibit 3: EM corporates weathered the last two years very well
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Default rates were lower in EMs than in
global bonds in 2023

Large EM firms are on average healthy, but
higher debt could make them vulnerable to
future shocks

A benign global backdrop for EM without a
potential trade war
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all local-currency corporate bond issuance since 2022 in EM, according to an IEC study.
The trend towards local currency borrowing was already apparent among Asian corporates
even before the pandemic. The new borrowing pattern has partly shielded these firms from
a tightening of global financial conditions. It is therefore not surprising that EM hard cur-
rency bond issuance has fallen significantly in the last two years. Issuance picked up again
in September when the Fed started its rate-cut cycle.

Exhibit 4: Lower high-yield default rate in EMs than in global bonds
S&P, Speculative Grade Credit Default Rate, %
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Default data from S&P indeed suggest that EM corporates have weathered the tightening
of global financial conditions in the last two years very well, especially when compared to
the 1990s and the global financial crisis period (Exhibits 3 and 4). There has been no
default among EM investment-grade bonds since 2016. More recently, for speculative-
grade bonds, the default rate in EM only exceeded that of global high-yield bonds in 2022.
In 2023, the EM corporate bond default rate at 2.1% was much lower than global high-
yield’s default rate at 3.7%. The overall default rate of 1% in EM (against 1.9% in global
bonds) in 2023 is a good evidence of EM resilience.

Do we expect EM firms to continue to be robust? This will depend on: (i) the health of EM
firms; and (ii) the global macro outlook. Currently, larger EM firms appear financially
healthy. The IFC study, which covers publicly traded companies in EM, finds that interest
coverage ratios have returned to a level comparable to the pre-pandemic level despite
higher interest payments as a share of total debt. Another study by the IMF suggests that
the share of EM corporate debt with an interest coverage ratio below one has grown over
the last two years, implying that there is a growing pocket of firms that are struggling (Ex-
hibit 3). The increase is lower for EMs outside China, suggesting that Chinese real estate
debt may account for some of the increase. At the aggregate level, EM financial leverage
has increased with corporate debt as a share of GDP rising since 2019 in most EMs (Ex-
hibit 4). Higher debt could make them more vulnerable to external shocks.

While the global backdrop continues to be supportive of EM corporates, there are a num-
ber of risks on the horizon. A soft landing in the US (and falling rates), a slight improvement
in Europe, and the policy pivot in China are positive for EM. Of course, the elephant in the
room is a potential new trade war, to the detriment of global growth and corporate profit-
ability. EMs in particular are vulnerable to tariffs as they usually depend more on trade to
grow. Higher tariffs would add to input costs and reduce firm profitability. The IMF’s recent
simulation (Exhibit 3) suggests that a global trade war could lead to a higher share of debt
with the interest coverage (ICR) ratio below one.


https://www.ifc.org/content/dam/ifc/doc/2024/how-emerging-market-companies-withstanding-interest-rate-shifts.pdf
https://www.spglobal.com/ratings/en/research/articles/240528-default-transition-and-recovery-2023-annual-emerging-and-frontier-markets-corporate-default-and-rating-tra-13113535#:~:text=In%202023%2C%20the%20emerging%20market,corporate%20default%20rate%20of%203.67%25.
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Exhibit 3: Share of EM corporate debt with ICR<1 has risen Exhibit 4: Corporate debt has increased in most EMs
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A new round of trade wars would likely dent Indeed, not all EM firms will be affected equally. As we wrote in a recent EM weekly, China,

EM growth and corporate profitability Mexican and Asian manufacturers (Korea, Malaysia, Taiwan, Thailand, and Vietnam)
would be impacted the most by a new global trade war, while commodity producers in
Latin America are less affected. Tradeable sectors will be more affected than non-tradea-
ble sectors or services sectors.
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Swiss franc fixed income

Time to focus on excess returns

Alex Rohner Unlike in other currency spaces, Swiss franc bond yields have dropped substantially
Fixed Income Strategist since the highs reached at the end of 2022. The Swiss bond market has provided re-
alex.rohner@jsafrasarasin.com turns in the order of 5% to 6% p.a. over the past two years, depending on the maturity
+41 58317 3224 and credit profile of the respective indices. That said, the way forward for the broad

market looks more challenging, given current very low nominal yields. In the absence
of a return to negative short-term interest rates, which is not our base case, investors
will need to focus on other ways to generate excess returns.

Swiss fixed income markets have outper- Sincethe end of 2022, when developed market (DM) rate expectations reached their first

formed other DM markets... peak, DM implied policy rates have essentially moved sideways within a relatively wide
band. The clear exception has been Switzerland, where market pricing for Swiss National
Bank (SNB) policy rates started to diverge meaningfully in mid-2023 and has since
dropped from the peak of roughly 2% to just 30bp currently. In fact, Swiss long-term yields
have already retraced most of the 2022 surge (Exhibit 1).

...mainly due to much lower inflation rates Apart from moderating growth, the reason for the divergence is Switzerland’s much lower

and no fiscal risk and less sticky inflation pressure than in other currency spaces. The strength of the Swiss
franc has been an important driver of faster disinflation over the past few years. For ex-
ample, Swiss core inflation ex-rentis already uncomfortably close to zero. This has allowed
the SNB to be much more proactive in cutting policy rates. In addition, Switzerland is in a
much better fiscal situation than other DMs. Hence the fiscal premium present in long-
term bond yields of other government issuers is widely absent in Switzerland.

Exhibit 1: Swiss yields have retraced most of the 2022 surge Exhibit 2: Only modest expected total returns given low CHF rates
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In the absence of a return to negative inter- Consequently, the Swiss bond market has provided substantial returns in the order of 5%
est rates, it will be mainly about generating to 6% p.a. over the past two years, depending on the maturity and credit profile of the
excess returns versus the broad market respective indices. Given the low nominal yields, the way forward is more challenging. The
comparatively flat CHF yield curves provide little extra return for taking additional duration
risk. They imply a small cushion against adverse yield moves in long duration instruments
and comparatively small roll-down returns. If we use the current swap curve as a starting
point, we note that expected 12-month total returns will be modest even in a scenario of
unchanged yields (Exhibit 2). In the absence of a return to negative short-term interest
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rates, which is not our base case, the focus will need to shift to identifying opportunities
to generate excess returns. Here are a few:

Even after the latest spread tightening, there 1) Increase yield: Governmental issuers, such as cantons, cities and cantonal
are still opportunities left banks, which have similar credit risk profiles as Eidgenossen, provide attractive
spreads to Swiss government bonds. Although their spreads have tightened as
well, bonds of selected issuers still provide value (Exhibit 3). By the same argu-
ment, covered bonds, from both domestic and selected foreign issuers, still look
attractive. Corporate credit spreads in the Swiss market have tightened close to
historic lows, as they have in other currency spaces. Nevertheless, a focus on
carefully selected corporate credit exposure, primarily at the shorter end of the
curve, is an efficient way to quickly boost yield without excessive additional risk.

2) Optimise roll-down: Positioning on steeper parts of the curves can lead to mean-
ingful additional returns, in particular for longer duration instruments. Swiss cov-
ered bonds are a case in point. Apart from higher-than-average yield spreads,
they benefit from steeper curves and are probably one of the most attractive in-
struments in the top rating bucket.

3) Curve strategies: CHF yield curves are very flat compared to history. Forward mar-
kets price only very modest steepening of the swap curve over coming years, sig-
nificantly below historic averages (Exhibit 4). Hence, positioning for steeper yield
curves is likely a source of excess return over the medium term.

4) Active duration management: Consistent and disciplined duration management,
particularly after outsized moves in either direction, can sustainably add value.

5) Off-benchmark exposure: Where applicable, limited exposure to selective off-
benchmark instruments can make a difference, e.g., high yield bonds with short
terms to maturity or solid cross over names.

Exhibit 3: Meaningful yield pick-up for other top rated issuers Exhibit 4: Forward markets price very flat yield curves
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Time to focus on excess returns Low expected total returns for broad market bond indices, absent a replay of the negative

interest rate environment, increase the need to focus on opportunities to generate excess
returns. Although various risk spreads have already tightened significantly, there are still
opportunities for experienced portfolio managers. In such an environment, a few tenths of
a percent of consistent excess return can already meaningfully increase the overall total
return.
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US equities

Revisiting the small cap trade
Wolf von Rotberg The past 12 months felt like a difficult period for US small caps, even though they have
Equity Strategist delivered the same return as US large caps. The elevated levels of volatility in small
wolf.vonrotberg@jsafrasarasin.com caps, however, made market timing much more important in order to generate perfor-
+41 58 317 30 20 mance. Looking ahead, we think US small caps continue to look attractive versus US

large caps, for various reasons: Higher rates are not as much of a threat as they were
in 2022/23, lending conditions have eased, cyclical data point to further relative up-
side and Trump’s policies should be more favourable for small caps than large caps.

US small cap performance has been on par Despite the perception that small caps have been in a particularly rough spot in recent

with US large caps over past 12 months months, it may come as a surprise that they have managed to keep up with their large-cap
peers over the past year. Small caps roughly matched S&P 500 returns over 12 months,
and even outperformed the equal-weighted version of the S&P 500 (Exhibit 1).

High volatility means that timing is much What has spoiled the experience of holding small caps, however, was the elevated level

more important in small caps of volatility. While the S&P 500 provided a fairly stable climb higher, small caps experi-
enced significantly larger daily moves, making market timing and a steady hand much
more important in order to generate performance. Missing the best five days over the past
12 months would have led small caps to underperform by 17% vs large caps, while they
only trailed by 1% if no days were missed (Exhibit 2).

Exhibit 1: Small caps in line with large caps over 12 months Exhibit 2: Missing the 5 best days sharply lowered small cap returns
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We remain constructive on small caps for Despite the (sometimes) unnerving experience of holding small caps, we continue to be-
three reasons: lieve that the market segment holds value and would reiterate our constructive view after
the US elections. There are three considerations which we think are relevant:

1) Rates are nolonger a major headwind for small-cap performance
2) Cyclical data are supportive for small caps
3) Small caps are key beneficiaries of Trump’s policies

1) Rates are no longer a major headwind for While higher rates hurt small caps performance in recent years, we think that this period
small-cap performance should be treated as an outlier (Exhibit 3). The sharp counter-cyclical surge in rates in
2022 and 2023 came unexpectedly and created cliff effects which resulted in the failure
of Silicon Valley Bank. This was followed by a deterioration in lending conditions for small
caps, which tend to rely much more on bank financing than their large-cap peers. Leverage
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in the small-cap space is less of an issue, in our view, as it is quite concentrated in a few
companies. A look at the median stock in S&P 600 shows, that it is no more leveraged
than the median stock in the S&P 500. If anything, aggregate leverage ratios for S&P 500
may understate the index’s actual debt exposure, as some of its largest constituents are
net creditors (Exhibit 4).

Exhibit 3: Small caps’ inverse correlation to rates is an anomaly Exhibit 4: Leverage less of an issue than aggregate data suggest
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2) Cyclical data are supportive for small caps Meanwhile, funding conditions for small- and mid-sized companies have started to im-
prove, as indicated by the NFIB survey of small businesses. For the first time since mid-
2021, the NFIB component “availability of loans” has turned positive over 12 months, a
measure which correlates well with the senior loan officer survey’s bank lending condi-
tions for small firms (Exhibit 5). Lending conditions have also improved in October, to the
most supportive level since June 2022 and in line with a broader acceleration of the US
cycle. Small caps should continue to benefit from this macro backdrop. NFIB momentum
has risen to the highest since late 2022, suggesting room for small caps to outperform

(Exhibit 6).
Exhibit 5: Lending conditions most favourable since 2021 Exhibit 6: NFIB survey also points to more optimism
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3) Small caps are beneficiaries of Trump’s Adding to the cyclical support is the political backdrop. In our view, small caps stand to
policies benefit more than large caps from potential corporate tax rate reductions and are less
sensitive to the introduction of tariffs. A look at the first Trump term in 2017 /18 is instruc-
tive. While S&P 500 consensus earnings rose by around 8% in response to the 14 per-
centage point corporate tax rate reduction in 2017, S&P 600 earnings rose by 12%. Given
that the corporate tax rate is applied to domestic earnings, part of this can be explained
by the fact that small caps’ foreign sales exposure of around 20% is only about half of
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large caps’ exposure. The smaller foreign exposure also limits the sensitivity of small caps
to tariffs. Despite their cyclicality, small caps outperformed slightly during the most heated
period of the trade war in 2018, with six out of ten S&P 600 sectors holding up better than
corresponding large cap sectors.

Exhibit 7: Small cap earnings saw strong gains in response to tax cuts  Exhibit 8: Small caps outperformed during the 2018 trade war
118 30% - US sector performance during 2018 trade war
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Some smaller names may benefit from less For some smaller companies, tariffs may even be a net positive, as they may keep compe-
competition through higher tariffs tition away, effectively achieving Trump’s promise even if it may come at the expense of
the US consumer.

Remain constructive on small caps vs large Bottom-line, the backdrop for small caps remains favourable relative to large caps in our

caps view. Higher rates are unlikely to be as destructive as they were in 2022/23, lending con-
ditions have improved, cyclical data point to further relative upside and Trump’s policies
should at the margin be more favourable for small caps than for large caps.
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Economic Calendar
Week of 25/11 - 29/11/2024

Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 25.11.2024

GE 10:00 IFO Expectations Nov Index - 87.30

Us 16:30 Dallas Fed Manf. Activity Nov Index -3.00

Tuesday, 26.11.2024

us 14:30 Philly Fed Non-Manuf. Activity Nov Index - 6.00
14:30 New Home Sales Oct 1'000 725k 738k
16:00 Conf. Board Expectations Nov Index - 89.10
16:00 Richmond Fed Manufact. Index Nov Index - -14.00
16:30 Dallas Fed Services Activity Nov Index - 2.00
20:00 FOMC Meeting Minutes

Wednesday, 27.11.2024

GE 10:30 GfK Consumer Confidence Dec Index = -18.30

us 14:30 Durables Ex Transportation Oct mom - -1.40%
14:30 Cap Goods Ship Nondef Ex Air Oct mom -- 0.00%
14:30 Initial Jobless Claims Nov23 1'000 -- -
14:30 Continuing Claims Novi6 1'000 -- --
16:00 Core PCE Price Index MoM Oct mom 0.20% 0.20%
16:00 Core PCE Price Index YoY Oct yoy 2.80% 2.70%
16:00 Pending Home Sales MoM Oct mom -- 7.40%

Thursday, 28.11.2024

GE 14:00 CPI EU Harmonized MoM Nov mom - 0.40%
14:00 CPI EU Harmonized YoY Nov yoy - 2.40%

Friday, 29.11.2024

JN 00:30 Tokyo CPI Ex Food, Energy YoY Nov yoy 1.90% 1.80%

EU 10:00 ECB 1 Year CPI Expectations Oct % -- 2.40%
10:00 ECB 3 Year CPI Expectations Oct % -- 2.10%
11:00 CPI Estimate YoY Nov yoy -- 2.00%
11:00 CPI MoM Nov mom - 0.30%
11:00 CPI Core YoY Nov yoy -- 2.70%

us 15:45 MNI Chicago PMI Nov Index - 41.60

Source: Bloomberg, J. Safra Sarasin as of 21.11.2024
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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 (%) 0.40 -1 -30 3.2
German Bund 10 year (%) 2.32 -4 29 0.1
UK Gilt 10 year (%) 4.44 -8 91 2.7
US Treasury 10 year (%) 4.41 -3 53 0.0
French OAT - Bund, spread (bp) 79 6 25
Italian BTP - Bund, spread (bp) 125 5 -42
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11’592 17.7 -1.6 7.5
DAX - Germany 19’146 14.7 -0.6 14.3
MSCI Italy 1’067 9.8 -3.0 11.4
IBEX - Spain 11’612 11.0 0.8 19.9
DJ Euro Stoxx 50 - Eurozone 4756 14.0 -1.5 8.6
MSCI UK 2'327 12.0 1.1 9.0
S&P 500 - USA 5’949 25.2 0.0 26.2
Nasdaqg 100 - USA 20’741 32.8 -0.7 24.2
MSCI Emerging Markets 1’085 13.5 0.1 8.8
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.89 7.2 -0.1 5.4
EUR-CHF 0.93 5.8 -0.8 0.0
GBP-CHF 1.11 7.0 -0.6 4.0
EUR-USD 1.05 7.7 -0.7 -5.2
GBP-USD 1.26 7.7 -0.4 -1.3
USD-JPY 154.8 10.9 0.3 9.8
EUR-GBP 0.83 4.9 -0.2 -3.9
EUR-SEK 11.60 5.9 0.3 4.2
EUR-NOK 11.60 7.5 -0.7 3.4
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 99 13.0 2.4 0.4
Brent crude oil - USD / barrel 75 32.6 2.5 -3.1
Gold bullion - USD / Troy ounce 2'692 18.5 5.0 30.5

Source: J. Safra Sarasin, Bloomberg as of 21.11.2024
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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.

Any views, opinions and commentaries in this publication (together the “Views”) are the Views of the authors and may deviate from those other
departments within the Bank. The Bank may make investment decisions or take proprietary positions that are inconsistent with the Views
expressed herein. It may also provide advisory or other services to companies mentioned in this publication resulting in a conflict of interest
that could affect the Bank’s objectivity. While the Bank has taken steps to avoid or disclose, respectively, such conflicts, it cannot make any
representation in such regard. The Views contained in this publication are as per the date of writing and may be subject to change without
notice.

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.
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MSCI Indices

MSCI Disclaimer: https://www.msci.com/notice-and-disclaimer-for-reporting-licenses

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, Kirchnerstrale 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, Kirchnerstrafe 6-8, 60311
Frankfurt am Main to clients domiciled or having their registered office in Germany and is directed exclusively at institutional clients who intend
to conclude investment business exclusively as entrepreneurs for commercial purposes. This clientele is limited to credit and financial services
institutions, capital management companies and insurance companies, provided that they have the necessary permission for the business
operation and are subject to supervision, as well as medium and large corporations within the meaning of the German Commercial Code (sec-
tion 267 (2) and (3) HGB).

Gibraltar: This marketing document is distributed from Gibraltar by Bank J. Safra Sarasin (Gibraltar) Ltd, First Floor Neptune House, Marina Bay,
Gibraltar to its clients and prospects. Bank J. Safra Sarasin (Gibraltar) Ltd whose Registered Office is 57/63 Line Wall Road, Gibraltar offers
wealth and investment management products and services to its clients and prospects. Incorporated in Gibraltar with registration number
82334. Bank J. Safra Sarasin (Gibraltar) Ltd is authorised and regulated by the Gibraltar Financial Services Commission. Telephone calls may
be recorded. Your personal data will be handled in accordance with our Data and Privacy Statement. Where this publication is provided to you
by Bank J. Safra Sarasin (Gibraltar) Limited: This document is approved as a marketing communication for the purposes of the Financial Ser-
vices Act 2019. Nothing in this document is intended to exclude or restrict any liability that we owe to you under the regulatory system that
applies to us, and in the event of conflict, any contrary indication is overridden. You are reminded to read all relevant documentation before
making any investment, including risk warnings, and to seek any specialist financial or tax advice that you need. You are not permitted to pass
this document on to others, apart from your professional advisers. If you have received it in error please return or destroy it.

Hong Kong: This document is disseminated by Bank J. Safra Sarasin Ltd, Hong Kong Branch in Hong Kong. Bank J. Safra Sarasin Ltd, Hong
Kong Branch is a licensed bank under the Hong Kong Banking Ordinance (Cap. 155 of the laws of Hong Kong) and a registered institution under
the Securities and Futures Ordinance (cap. 571 of the laws of Hong Kong).

Luxemburg: This publication is distributed in Luxembourg by Banque J. Safra Sarasin (Luxembourg) SA (the “Luxembourg Bank”), having its
registered office at 17-21, Boulevard Joseph II, L-1840 Luxembourg, and being subject to the supervision of the Commission de Surveillance
du Secteur financier — CSSF. The Luxembourg Bank merely agrees to make this document available to its clients in Luxembourg and is not the
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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.

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