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Ukraine warreverberates around the globe

The intensifying Russia-Ukraine conflict and the subsequent ramp-up of sanctions by G-7
governments are reverberating around the globe. The impact on the rest of the world will
be through higher commodity prices, more supply disruptions and tighter global financial
conditions. As a net energy importer, the euro area will be more severely affected than the
US. Among Emerging Markets, Central and Eastern European countries and Turkey will be
most impacted. Central banks in advanced economies will probably proceed with the nor-
malisation of their policy stances more or less as planned. Emerging market central banks
will also need to increase policy rates further.

The heightened volatility is particularly felt in the developed fixed income rate and credit
markets, which are already in the process of pricing the forthcoming global rate hike cycle.
More elevated inflation rates and a potential negative economic impact from the current
geopolitical crisis will make an appropriate calibration of monetary policy more difficult to
achieve. We believe that fixed income portfolios will need to be robust and resilient going
forward, requiring a balanced exposure to corporate bonds and inflation protection, but
also high quality nominal duration assets.

In the equity space, we note that Europe will be affected significantly, which should be
reflected in its relative equity performance, in particular with respect to the banking sec-
tor. In the US, the market impact will be more indirect, mostly via higher energy prices and
hence a more elevated inflation trajectory. With uncertainty expected to remain high, we
offer some guidance on potential S&P500 year-end targets for different macro scenarios.
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Global macro

Raphael OlszynaMarzys The falloutsfrom the Ukraine war

International Economist

raphael.olszyna-marzys@jsafrasarasin.com Over the last week, the RussidJkraineconflict has intensified and G7 governments have
+4158 317 3269 ramped up their sanctions, with the most important one targeting the Bank of Russia.
Mali Chivakul Financial conditions have tightened significantly for Russia. The impact on the rest of
Emerging Markets Economist the world will be through higher commodity prices, mre supply disruptions and tighter
mali.chivakul@jsafrasarasin.com global financial conditions. Russia and Ukraine are important suppliers of many com-
+41 58317 3301 modities and essential raw materials for manufacturing. The euro area will be affected

more than the US, as it is a net energy importer. ®ong Emerging Markets, Central and
Eastern European countries and Turkey will be most impacted. Central banks in ad-
vanced economies will probably proceed with the normalisation of their policy stances
more or less as planned. Emerging market central banksvill also need to increase pol-
icy rates further.

Dr. Karsten Junius, CFA

Chief Economist
karsten.junius@jsafrasarasin.com
+4158 317 3279

The intensifying warhas led to a sharp in- Inourprevious Cross Asset Weekly — “Putin’s invasion of Ukraine will hurt the global econ-

crease in Western sanction®n Russia omy” — we tried to provide a first assessment of how the war, and the associated sanc-
tions, will impact the global economy. We argued that it will act as a negative supply shock
to the global economy — it will hurt growth but boost inflation. Over the past week, the war
has intensified dramatically and sanctions have been ramped up significantly, pushing up
oil and gas prices by another 15% and 60% respectively. This note provides an update on
how we see the shock feeding through to the world economy.

The Bank of Russia has seen around half of its Sanctions were beefed up significantly last weekend. The most important measure was

foreign assets frozen, which has led to a 40% the one targeting the Bank of Russia. The central bank will have no access to its interna-

fall in the rouble tional reserves denominated in G-7 currencies, which is about half of Russia’s $630bn
reserves. As a result, the rouble has depreciated by about 40% over the past few days. The
sanctions on banks, while harsh on some of them (full blocking), are not comprehensive,
and leave room for customers to move to another Russian bank. These, including the
SWIFT ban on selected banks, make international transactions much more difficult, but
not impossible. And as long as energy payments are not fully sanctioned (they account for
about 40% of Russian exports and were worth $220bn last year), Russia will still see some
inflows of foreign exchange. Still, the likelihood of the financial shock turning into a do-
mestic financial crisis in Russia will rise as FX flows dwindle and inflation shoots up.

Exhibit 1: Summary of Western sanctions against Russia Exhibt 2: Summary of Western sanctions against Russian banks
Entity/Target Sanction Details Bank* Asset | EU us UK
party size SWIFT
(% ban
Bank of Russia All transactions blocked (EU) total)
All transactions blocked. Energy transaction exception until
Sberbank 32 No Payment Correspondent
June 24 -
account banking
Sberbank US, UK Correspondent accounts blocked blocked by blocked
March 26

Other banks CH, CAN, EU,  Full blocking (US) VTB 17 Yes Fully blocked ~ Asset freeze
(including UK, US,JP  Asset freeze (UK)
VTB) SWIFT block Otkritie 3 Yes Fully blocked ~ Asset freeze
Export controls EU, US, UK Targeting oil refining, high-tech exports and military related ——— 3 Yes Asset frecze
New securities EU, US, UK This applies to sovereign debt, selected SOEs and banks for VEB 3 Yes Fully blocked e —
ban JP new security issuance

. Sovcom 2 Yes Fully blocked Asset freeze
Ban on All Asset freeze of certain individuals .
individuals Novikom 0.4 Yes Asset freeze

Rossiya Yes Asset freeze
Source: Public sources, Bank J. Safra Sarasin, 03.03.2022 Source: Public sources, Bank J. Safra Sarasin, 03.03.2022
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The war and the sanctions will impact the rest of the world both through direct trade and

banking

channels and through three indirect channels: (1) higher commodity prices, (2)

more supply disruptions and (3) tighter financial conditions.

The war and the sanctions will hurt the global 1)
economy through the direct channels of trde

and bank links, as well as through thee indi-

rect channels: higher commodity prices, more

supply disruptions and tighter global financing
conditions

3)

Exhibit 3: Financial conditions have tightened a bit

Z-score

Higher commodity prices: Russia is the world’s largest natural gas exporter, sec-
ond largest oil exporter and third largest coal exporter. Russia and Ukraine to-
gether account for more than a quarter of global wheat exports, while Ukraine
alone makes up almost half of exports of sunflower oil. Both are key commodities
used in many food products. As a result, the price of many products will increase.

More supply disruptions: Russia is also a main supplier of key ingredients for fer-
tilisers. Russia and Ukraine lead the global production of metals such as nickel,
copper and iron. They are also involved in the export and manufacture of other
essential raw materials like neon gas, palladium and platinum. Palladium is used
for everything from automotive exhaust systems and mobile phones to dental fill-
ings. Shortages of microchips — an important factor behind the surge in inflation
last year — could be further aggravated given that neon gas is a critical compo-
nent for microchip production. In addition, with global transport already severely
disrupted in the aftermath of the pandemic, the war could create further prob-
lems. For example, the exclusion of the airspaces of most NATO allies and of Rus-
sia to each other’s airlines means that some trade will need to be rerouted.

Tighter global financial conditions: Financial conditions could tighten, for exam-
ple through higher corporate credit spreads, higher real yields and tighter short-
term funding from commercial papers or on the interbank market. Financial con-
ditions in both Europe and the US have tightened a bit since the start of the war,
according to Bloomberg indices — they are now slightly tighter than the old nor-
mal before 2008 (Exhibit 3). This is the first time that this has happened since
the summer of 2020, at the beginning of the pandemic. In short, the tightening
has been quite limited so far — in part because the drop in real yields has com-
pensated for the rise in credit spreads — but they could tighten further as the
exclusion of Russia from the global financial system is unlikely to be smooth. A
stronger dollar would also tighten financial conditions in Emerging Markets.

Exhibit 4: Western banks'’ cl ai

Liabilities of Russian banks by lending country, USD bil
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Source: Bloomberg, Bank J. Safra Sarasin, 03.03.2022 Source: Macrobond, Bank J. Safra Sarasin, 03.03.2022
The impact will be unevaly distributed The impact on the global economy, however, will be unevenly distributed, and will depend

on the extent to which economies trade with Russia, on the nature of that trade, as well
as on the buffers net commodity importing countries have built up over the years to with-

stand a
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negative terms-of-trade shock (an increase in import prices relative to export
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prices). Being the most directly exposed to the Russian economy, Central and Eastern Eu-
rope (CEE), Turkey, as well as the euro area are likely to see the biggest impact on their
economies. But higher commodity prices will benefit net exporters of commodities.

1. Emerging Markets

Central and Eastern Europe, as well as Turkey,The CEE countries and Turkey, which have the highest trade exposure to Russia, are di-

have the largest trade exposure to Russia rectly affected by the ongoing conflict right next to their borders, and will receive a large
number of refugees (Exhibit 5). Lower consumer confidence, supply disruptions and weak
currencies could translate into a stagflation scenario, as inflation is already high across
the region. Central banks will probably be forced to hike rates further. Other emerging
markets are indirectly affected through higher commodity prices, which will push up prices
and lower growth. Higher inflation will force central banks to continue raising policy rates
even when growth outlook is more subdued. Net energy importers, like India and Turkey,
already saw their terms of trade deteriorating last year (Exhibit 6). The deterioration should
continue, and put pressure on current account deficits (Exhibit 7). On the plus side, most
Emerging Markets have built large buffers of foreign exchange reserves and should be
able to weather the difficult time ahead (Exhibit 8). We single out Turkey for its external
vulnerability. Colombia, with its high current account deficit, is also vulnerable. We expect
Romania’s deficit to be financed by EU funds. Finally, financial conditions in Emerging
Markets would tighten more broadly if the US dollar were to strengthen more rapidly.

Exhibit 5: CEE countries have the strongest trade links with Russia  Exhibit 6: Emerging markets face terms of trade shock
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Source: Macrobond, J. Safra Sarasin, 03.03.2022

Exhibit 7: Current account deficits to increase among net oil importe

Current account deficit, % GDP, latest available
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Source: Macrobond, J. Safra Sarasin, 03.03.2022

4 | Cross-Asset Weekly
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Exhibit 8: Most have strong reserves positions, except for Turkey

Reserves in percent of short-term external debt, %, latest available
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2. Euroarea

While the exposure of the euro area economy Among advanced economies, the euro area economy is the most exposed to Russia, both

to Russia has fallen in the last few years, a via trade and financial links. The good news is that over the past few years, exports to

halt in trade will hurt Russia and the financing of Russian economic activity have fallen. Euro area exports to
Russia fell from 6% of total exports in 2013, to 3% in 2016, where they have remained
ever since. Yet as Exhibit 5 shows, the exposure is uneven, with exports from Germany
and Austria to Russia and Ukraine accounting for about 0.75% of their respective GDP
levels. These numbers are quite small, but if trade becomes impossible, these economies
will feel some pain (though presumably some of these exports will be diverted to other
regions). Similarly, euro area banks’ business with Russia has almost halved since 2013,
falling to $75bn in late 2021, around 0.5% of euro area GDP, according to the BIS. As a
result, if a financial crisis were to develop in Russia, we don’t expect the European finan-
cial system to come under a significant amount of stress (Exhibit 4).

As Europe is a net importer of energy, the The bulk of the impact of the unfolding war in Ukraine on the European economy is more
surge in oil and gas prices will put a significant likely to come through higher commodity prices and renewed supply constraints (Exhibit
squeeze on hodspasdble lind <12). As Europe is a net importer of energy, the surge in oil and gas prices will put a signif-
comes icant squeeze on households’ real disposable incomes. Energy-intensive goods, such as
food, will see their prices rise. This negative terms-of-trade shock will raise the cost of
living and reduce real national income. In addition, sanctions are likely to lead to short-
ages in many other areas, as mentioned above, and will add to existing price pressures.
The other problem Europe faces is its dependence on Russian oil and gas (Exhibits 9-10).
In a worst-case scenario, where President Putin cuts off all supplies, Europe could face
blackouts, as fuel shortages would force governments to impose electricity rationing.

Exhibit 9: Imports of Russian oil, % of total imports (2020) Exhibit 10: Imports of Russian gas, % of total import§2020)
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Source: Macrobond, Bank J. Safra Sarasin, 02.03.2022

Exhibit 12: Gas and electricity prices have jumped up since the invasi
Future, 1st Position, Close, EUR, in % yoy

Source: Macrobond, Bank J. Safra Sarasin, 02.03.2022

Exhibit 13: Euro area inflation to remain elevated for longe
Euro Area, Eurostat, HICP - Flash, in % yoy
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The ECB is likely to stay the course towards At current energy price levels, euro area inflation is likely to stay above 5% in the first half

normalising its policy, but it will probably post-
ponethe announcement of its plan to acceler-
ate the reduction of bond purchases

of this year (Exhibit 13). And if labour shortages remain elevated, as we expect, unions
and workers are likely to push for higher wage settlements. Clearly, a longer period of
above-target inflation rates makes second-round effects more likely. But as we explain
above, growth will also probably be weaker than we had anticipated prior to the start of
the war. The ECB, which meets next Thursday, will have to strike a difficult balance. Prior
to the Russian invasion, we thought that the Governing Council would announce an accel-
erated reduction of its bond purchases and an end of the programme by September. While
we still believe that this is likely, an announcement, right now, to lower liquidity injections
does not make much sense and probably will be postponed to the next meeting on April
14, at the earliest. The new staff projections that will be published next week will offer
little guidance, as the cut-off day for the external assumptions on which the forecasts are
based coincides with the Russian invasion.

3. US

The war should have less of an impact on US Higher energy prices will also hurt US consumers by depressing their real purchasing

growth. But inflation will pick upfurther, which
will put pressure on the Fed to normalise pol-

icy

Exhibit 14: US oil production is set to pick up
USD/bbl
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power. But unlike Europe, the US has a small surplus in energy trade. This means the
effects of the run-up in energy prices on the economy will be mixed. Higher prices will
encourage more drilling, more investment in LNG export capacity, and more capital spend-
ing in auxiliary industries (Exhibit 14). The US has also a small surplus in agricultural trade,
which will provide a buffer against disruptions in Russian and Ukrainian grain exports. US
farmers will benefit from higher prices and from a probable increase in sales volumes. The
problem for the economy is that inflation, which is already at a 40-year high, will increase
further, and likely become stickier, in part owing to additional supply disruptions. Unless
financial conditions tighten materially, the Fed will probably normalise policy more or less
as it had anticipated prior to the crisis, even if growth ends up being somewhat weaker.

Exhibit 15: US inflation is likely to be at least 1% point higher
Rig counts 3

30 - 2019 2020 2021 2022 2023
10 1 250 Contribution of energy to US CPI, % pts
0 Forecast assuming oil price go to $125/bbl and stay there
2010 2012 2014 2016 2018 2020 2022 Forecasts assuming constant oil prices
=WTl oil price, Ihs —US number of rigs,rhs ~ esessess Forecasts assuming oil prices to track futures
Source: Macrobond, Bank J. Safra Sarasin, 03.03.2022 Source: Macrobond, Bank J. Safra Sarasin, 03.03.2022

This new crisis will weaken global growth and
boost inflation. Central banks in advanced
economies will most likely normalise policy
more or less as planned

6 | Cross-Asset Weekly

To sum up, this new crisis will hurt the global economy, by weakening growth and boosting
inflation. Carving out the Russian economy from the rest of the world is likely to tighten
global financial conditions, but we don’t think that it will lead to a major episode of finan-
cial stress. US growth should be relatively insulated from this crisis, while the impact on
the European economy will be larger, as it is a net importer of energy. Given already ele-
vated inflation rates in both regions, central banks in advanced economies will probably
proceed with the normalisation of their policy stances more or less as planned. Finally,
most emerging markets have strong reserves positions and should be able to weather the
difficult time ahead. But we single out Turkey for its external vulnerability.
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Global fixed income

Focus on portfolio resilience

Alex Rdner The pending rate hike cycleand the fallout from the war in Ukraine have led to a surge
Fixed Income Strategist in volatility in the developed fixed incomemarkets. A more elevated inflation trajectory
alex.ronner@jsafrasarasin.com and potential negative economiceffects from the current geo-political crisis will make
+41 58 317 3224 an appropriate calibration of monetary policymore difficult to achieve. We believe that

fixed income portfolios will need to be robust and resilient going forward, requiring a
balanced exposure tocorporate bondsand inflation protection, but alsoto high quality
nominal duration, that is, government bonds

Fixed income volatility has risen along with un- After an initial muted reaction to the Russian invasion, developed fixed income markets
certainty have experienced substantial volatility as massive economic and financial sanctions lev-
ied on Russia will increase the inflation profile, impact the global economy negatively and
introduce potential credit risks in specific sectors closely tied to Russian counterparties.
While the extent of the all these effects is not known, uncertainty with regard to central
bank policy has increased sharply. We commented on the difficult task for central banks
in our last Cross Asset Weekly “ Challenges multiply for central banks”, 25 February 2022.

A sharp rise in theMOVE index The MOVE index is a standardised measure to gauge volatility in the US Treasury market.
It uses normalised implied volatility on 1-month Treasury options for several tenors (2-,
5-,10-and 30-year Treasuries). While it doesn’t usually give directional guidance, it clearly
reflects current unsettled conditions. The index has risen sharply as of late, but still un-
derestimates the degree of volatility in European markets where rate moves have been
substantially sharper than in the US (Exhibit 1).

Exhibit 1: Volatility in the fixed income space is rising fast Exhibit 2: Inflation expectations are starting to rise again
300 - 4.5
4.0
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35
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2.0
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2006 2009 2011 2014 2016 2019 2021 US 5y5y inflation swap EUR 5y5y inflation swap

= US Treasury volatility idex (MOVE)
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Source: Bloomberg, Bank J. Safra Sarasin, 03.03.2022 Source: Bloomberg, Bank J. Safra Sarasin, 03.03.2022

Inflation expectations have started to rise The recent move in market-based inflation expectations reflects the dilemma that central

again banks are currently facing: an accelerated normalisation of monetary policy to rein in in-
flationary pressures, supply-related to a significant extent, carries the risk of slowing the
economy more than intended, in particular since the current geo-political crisis will nega-
tively impact the global economy. On the other hand, failure to normalise policy rapidly
could lead to an un-anchoring of inflation expectations. Unsurprisingly, as markets have
started to price a more cautious tightening path, particularly in Europe, inflation expecta-
tions have resumed their ascent (Exhibits 2, 3). Even in the US, where the adjustment at
the short end of the yield curve has been least pronounced, inflation expectations are on
the rise again.
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Exhibit 3: Distinct retracement of policy rate expectations in Europe  Exhibit 4: Real yieldsall sharply due to geopolitics
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The sharp fall in d eDeveloped markets’ real yields on the other side have dropped sharply after rising since

yields is not necessarily reassuring

Credit spreads are widening, no sign of sys-

temic stress in the banking system

The environment will remain challenging, fo-
cus ona resilient fixed incomeportfolio

the start of the year. The drop was even more accentuated than the lower rate expecta-
tions would have suggested (Exhibit 4). Lower real yields are usually associated with
looser monetary conditions (and hence positive for risk assets), however, they are cur-
rently a function of a flight to quality due to current geo-political tensions and increased
policy uncertainty. As such, they are a sign of risk aversion and not necessarily a positive
signal for risk assets. This notion is confirmed by a sharply flattening yield curve in the US.

Credit spreads have widened further since the start of the Ukraine war, particularly in Eu-
rope (Exhibit 6). This comes on top of an already difficult environment as central banks
need to remove monetary support. On a more positive note, there seems to be no systemic
stress in key funding markets for banks implying that current concerns with regard to Eu-
ropean banks’ exposure to Russian counterparties will likely not escalate into a more se-
rious crisis (Exhibit 5).

We had already noted last year that a regime where central banks take away the punch
bowl is usually a more challenging time for risk assets. The current geo-political tensions
now add to uncertainty. Therefore, the primary focus should be on the resilience of a fixed
income portfolio in more difficult times. This is achieved by broad diversification and a
balanced exposure to corporate bonds, inflation protection, but also to high quality nomi-
nal duration assets, that is, government bonds.

Exhibit5: No systemic risks visible so far in the banking sector Exhibit6: A moredifficult environment for credit
10 4 100 |
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Source: Bloomberg, Bank J. Safra Sarasin, 03.03.2022 Source: Bloomberg, Bank J. Safra Sarasin, 03.03.2022
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Global equities

Some certainties, but many more unknowns

Wolf von Rotberg Uncettainty has increased significantly over recent weeks, with a wide range of potential
Equity Strategist outcomes for international politics and the global economy in the months and years
wolf.vonrotberg@jsafrasarasin.com ahead. After the Russian invasion of Ukraine, we have few certainties and the situation
+4158 317 30 20 remains fluid, yet what can be said with

take a hit, which should be reflected in asset prices, ii) banks are exposed and iii) sanc-
tions are unlikely to be reversed anytime soon, even if Russia were to eésscalate. In

the US, the impact on the market is more indirect and comes mostly via higher energy
prices. These have implications for monetary policy as inflation rates are already well
above the Fed’'s pain threshol d, lackdiop,ipoirg | i
forecasts are a thankless task. Yet, we provide some assistance via a framewgnkhich

looks at different targets for the S&P500 under changing scenario assumptions.

Europe is most exposed to sanctions in devel- The raging conflict in Ukraine has significantly raised the uncertainty in a year, which has

oped markets already seen formidable challenges for markets. Thus, given potential outcomes, we try to
identify implications, which are relevant for the market and come with a reasonable level
of certainty. In our view, three conclusions stand out: i) in developed markets, the Euro-
pean economy and as a result European markets, are the most exposed to sanctions. ii)
within Europe, the banking sector is exposed via its direct claims on Russian debtors on
the one hand and via a softening of the European cycle on the other (Exhibits 1, 2). Lastly,
iii) sanctions won't be lifted quickly. Even in an upside scenario, which would see a de-
escalation and stabilization of the conflict, the majority of sanctions are likely to stay in
place, leaving scars on the European economy. A downside scenario, on the other hand,
would likely bring more sanctions, which have so far been avoided as they would be in-
creasingly harmful to the European economy itself: e.g., SWIFT carve-outs for energy and
banks involved in the energy trade may be revoked. Also, dropping Russia’s favoured-na-
tion status at the WTO would hurt European companies trading with Russia.

Exhibit 1: Banks have largely moved in line with Bund yields Exhibit 2: Deviations can be explained by rising HY spreads (risk prc
European banks, deviation from implied by 10-year Bund yields
EMU HY spread, inverted (rhs)

40% - 0

20% - | 1200
1
1
1
0% 1 400
1
1
-20% - - 600
25 . T T T T - -1.0
2015 2016 2017 2018 2019 2020 2022 -40% L 800
European banks performance German 10Y yield, %, rhs 2015 2016 2017 2018 2019 2020 2022
Source: Macrobond, Bank J. Safra Sarasin, 03.03.2022 Source: Macrobond, Bank J. Safra Sarasin, 03.03.2022

US markets are indirectly exposed via higher The US is less directly exposed than Europe, but impacted via higher inflation rates. A
energy costs, rising iflation and a Fedthat permanent rise of the oil price to 125 USD/barrel would lift CPI by 1pp, adding to inflation
needs to strike the right balance rates, which are already well above the Fed’s comfort level (Exhibit 3). This external shock
makes the fine tuning of monetary policy increasingly difficult, which is reflected by this
week’s 50bp drop in real rates. The rise in inflation expectations and a flattening yield
curve at the same time is not an overly encouraging sign. We would thus advise to refrain
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from attempts to capitalize on the gap that has opened up between Fed pricing and equity
valuations (Exhibit 4).

Exhibit 3: Rising oil prices could make matters wae for the Fed Exhibit 4: The risk off in real rates is unlikely to drive valuations high
25 4 |mmm \ 25 S&P500 12m fwd PE _ 260
20 - L ! 1 Inflation-adjusted Fed Funds futures, inv., bps (rhs) L 220
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Source: Macrobond, Bank J. Safra Sarasin, 03.03.2022 Source: Macrobond, Bank J. Safra Sarasin, 03.03.2022

Some guidance for different macro scenarios Eventually, a range of potential outcomes can be imagined by the end of the year. The Fed
may have to hike more often than it is comfortable with in order to bring down inflation.
This may weigh on growth, which could also suffer if consumers pull back as risks are
rising globally. The drop of the February non-manufacturing (services) ISM numbertoa 1-
year low is not overly encouraging in this regard. Our end-year target matrix is supposed
to provide some guidance. While we expect US GDP to expand by 4% this year and real
rates (TIPS) to end the year at -40bps, other scenarios can easily be fleshed out. An addi-
tional two hikes could easily lift the real rate to Obps instead of -40bps. If this were to
happen against the backdrop of a more moderate GDP growth rate of 2.5%, our framework
would suggest downside to current US index levels, instead of upside (Exhibit 5).

Exhibit5: Our matrix provides an eng/ear number for the S&P 500 under different scenarios

S&P 500 2022 US GDP growth (yoy)

end-2022 20% 25% 30% 3.5% 4.0% 45% 50% 55% 60% 6.5%

241 245 250
USrea -80 4930 5020 5110 5200 5290 5380 5470 5560 5650 5740
rate  _70 4830 4920 5010 51000 5190 5270 5360 5450 5540 5630
(dps) g9 4740 4820 4910 5000 5080 5170 5260 5340 5430 5520
50 4640 4730 4810 4900 4980 5070 5150 5240 5320 5410
-40 4550 4630 4720 4800 4880, 4960 5050 5130 5210 5300
.30 4460 4540 4620 47000 4780, 4860 4940 5020 5110 5190
-20 4360 4440 4520 4600 4680, 4760 4840 4920 5000 5080
.10 4270 4340 4420 45000 4580, 4660 4730 4810 4890 4970
0 4170 4250 4320 4400 4480, 4550 4630 4700 4780 4860
10 4080 4150 4230 4300 4380 4450 4520 4600 4670 4750

Source: Macrobond, Bank J. Safra Sarasin, 03.03.2022
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Economic Calendar

Week of 07/03 — 11/03/2022

Consensu:
Country Time Item Date Unit Forecas Prev.
Monday, 07.03.2022
EU 10:30 Sentix Investor Confidence Mar2 Index - 16.60
Tuesday, 08.03.2022
JN 06:00 Leading Index Jan P Index 102.7 104.8
Us 12:00 NFIB Small Business Optimism Feb Index 97.3 97.1
Wednesday, 09.03.2022
us 13:00 MBA Mortgage Applications Mar4  wow - -0.70%
16:00 Jolts Job Openings Mar4d 1'000 10968k 10925k
Thursday, 10.03.2022
EU 13:45 ECB Deposit Facility Rate Mar % - -0.50%
us 14:30 CPI Ex Food Energy MoM Feb mom 0.50% 0.60%
14:30 CPI Ex Food Energy YoY Feb yoy - 6.00%
14:30 |Initial Jobless Claims Mar5 1'000 --
Friday, 11.03.2022
GE 08:00 CPI EU Harmonised MoM Feb F mom - 0.90%
08:00 CPI EU Harmonised YoY Feb F yoy - 5.50%
us 16:00 U. of Mich. 5-10 Yr Inflation MarP % - 3.00%

Source: Bloomberg, J. Safra Sarasin as of 03.03.2022
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Government Bonds Current value niw nyYTD TR YTD in %
Swiss Eidgenosse 10 year (%) 0.19 -13 33 2.3
German Bund 10 year (%) 0.00 -23 18 -1.4
UK Gilt 10 year (%) 1.30 -16 32 2.2
US Treasury 10 year (%) 1.79 -17 29 -2.6
French OAT - Bund, spread (bp) 48 1 11
Italian BTP - Bund, spread (bp) 157 -3 22
Stock Markets Level P/E ratio IWTRiIN% TRYTD in %
SMI - Switzerland 11’676 17.0 0.3 -9.3
DAX - Germany 13’698 12.2 -2.5 -13.8
MSCI Italy 757 9.3 -3.9 -11.9
IBEX - Spain 8011 12.0 2.3 -7.7
DJ Euro Stoxx 50 - Eurozone 3742 12.8 -2.3 -12.7
MSCI UK 2’070 11.5 0.8 0.0
S&P 500 - USA 4’363 19.5 1.8 -8.2
Nasdaq 100 - USA 14’035 24.7 0.5 -13.9
MSCI Emerging Markets 1’173 12.1 1.6 -4.7
Forex- Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.92 7.1 -0.7 0.6
EUR-CHF 1.01 7.6 -3.0 #VALUE!
GBP-CHF 1.22 7.5 -1.4 -0.7
EUR-USD 1.10 8.9 -2.3 -2.8
GBP-USD 1.33 8.4 -0.6 -1.3
USD-JPY 115.5 7.2 -0.1 0.4
EUR-GBP 0.83 6.5 -1.7 -1.5
EUR-SEK 10.79 9.1 1.9 5.3
EUR-NOK 9.84 9.4 -1.1 -1.4
Commodities Level 3M realised 1IWin % YTD in %
volatility
Bloomberg Commodity Index 124 19.6 8.7 25.0
Brent crude oil - USD / barrel 119 47.4 20.0 51.2
Gold bullion - USD / Troy ounce 1’937 13.1 1.8 6.8

Source: J. Safra Sarasin, Bloomberg as of 03.03.2022
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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 docu-
ment.

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

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

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

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

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 ora component of any financial instruments or products or indices. None of the MSCl information is intended to constitute
investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such.
Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The
MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this information.
MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively,
the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, time-
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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)

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
(whether in negligence or otherwise) — including without limitation for the accuracy, adequateness, correctness, completeness, timeliness, and
fitness for any purpose — with respect to any reported information or in relation to any errors, omissions or interruptions in the SMI Indices® or
its data. Any dissemination or further distribution of any such information pertaining to SIX Swiss Exchange is prohibited.

Distribution Information

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

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

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

Germany: This marketing publication/information is being distributed in Germany by J. Safra Sarasin (Deutschland) GmbH, KirchnerstraRe 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, Kirchnerstrafe 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, Kirchnerstrae 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
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in a jurisdiction outside the QFC.
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