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Higher real yields are starting to bite

Contacts

The sharp rise in developed markets’ real yields since the start of the year is increasingly
impacting risk markets. Up to a certain point that we haven’t reached yet this acceptable
and desired by central banks that want to weaken demand and bring down excessive inflation quickly. Dollar markets’ real yields have repriced substantially and are likely moving
into restrictive territory now, while even in the euro area we note a clear move towards a
more neutral ground. Central banks will keep pushing until they see more concrete progress on the inflation front. This implies that real rates could rise further over coming
months. Nevertheless, current market volatility suggests that financial conditions are now
tightening in a meaningful manner.
In the euro area, the tightening of financial conditions will also be felt in the construction
sector, where additionally costs are increasing sharply. We believe that it is just a matter
of time before these adverse factors will slow activity and price developments. Sharply
increasing construction costs at a time of falling affordability will likely lead to falling nominal land prices and lower real housing prices in the coming quarters. However, the existing excess demand for housing – particularly in urban agglomerations – will cushion the
adjustment.
Finally, we opine that crypto currencies are finding themselves in the middle of a selfcleansing process. Crypto assets have held up remarkably well in risk-adjusted terms – in
spite of the challenging market environment. It is notable that overall crypto market capitalisation has remained well above January 2020 levels, which underlines that adoption
remains high. Hence we conclude that it is still too early to write off cryptos as an asset
class.
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Euro area macro
Tighter ECB policy will also weigh on the real estate sector
Dr. Karsten Junius, CFA
Chief Economist
karsten.junius@jsafrasarasin.com
+41 58 317 32 79

Real estate will be a poor hedge against
higher inflation rates if real interest rates rise
significantly

Financial conditions are tightening in the euro area and construction costs are increasing as material and labour shortages persist. Their effects are not yet visible in the data
published for the construction and real estate sector so far. However, it is just a matter
of time before they will slow activity and price developments. Sharply increasing construction costs at a time of falling affordability will likely lead to falling nominal land
prices and lower real housing prices in the coming quarters. However, the existing excess demand for housing – particularly in urban agglomerations – will cushion the adjustment.
The real estate sector in the euro area has enjoyed a very good decade. House prices are
on average 37% higher than 10 years ago, stimulated by falling mortgage rates and strong
demand for living space (Exhibits 1 and 2). The good times will not last forever. We fear
that residential real estate prices will struggle to keep up with inflation rates this year and
next as developers will find it increasingly difficult to pass on higher construction costs to
potential buyers. Fortunately, there seem to be fewer speculative buyers in the market
than there were in 2008 when real estate markets declined significantly in some markets
like Spain and Italy.

Exhibit 1: House prices increased significantly in the past years

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022

Exhibit 2: Mortgage rates were falling steadily

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022

Fighting inflation will come at the cost of a
slowdown of the economy

Central bankers around the world seem determined to tighten financial conditions in order
to prevent a de-anchoring of inflation expectations from their targets. As a result, real interest rates have been increasing sharply already as we show in our secon d article this
week (p. 5). Fighting inflation is a tricky task if its main origin lies on the supply side. Monetary policy can do little to improve impaired supply chains, or to increase the availability
of gas and the production of grain. Still, it can contain second round effects through wageprice spirals if it prevents inflation expectations to deviate from central bank targets. In
this case forward looking agents would assume stable inflation rates in their wage and
price setting such that any external shocks to inflation would peter out over time. At best,
this process might work smoothly if policy rates are close to their neutral level. Currently
this is not yet the case.

Higher policy rates will work mainly through
the asset price and credit channels now

In general, increasing policy rates towards its neutral level in general slows the economy
through three main channels: (1) The FX channel, (2) the credit channel and (3) the asset
price channel. The FX channel is nothing we have to be concerned about in the euro area
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right now. In short – it says that higher policy rates would strengthen the exchange rate
which in turn would reduce external demand and import prices. However, in the current
situation this is unlikely the case because most other central banks tighten at least as fast
and strongly as the ECB is going to.
Credit to the private sector falls with higher interest rates

Through the credit channel aggregate demand falls when credit becomes more expensive.
It is important to note that it is the private not the government sector that is most responsive to higher interest rates. With a share of 53%, the most important part of credit to the
private sector is loans to private households. 78% of those are for house purchases – that
is 41% of the total and more than the share of 38% that goes to non-financial corporations.
In other words, lowering the affordability of real estate by increasing its financing costs for
private households will always be a key element of a tighter monetary policy.

Aggregate demand falls with lower asset
prices

The asset price channel reflects that households increase spending and investment if
their net-worth rises. Additionally, banks are more likely to offer credit if the assets on
their own balance sheet or used as collateral by their clients increase in value. Consequently, high asset prices stimulate real investment in the production of those assets.
Monetary policy can trigger this process by lowering policy rates as asset prices increase
if real interest and discount rates fall. In turn, higher real interest rates are a headwind for
asset markets if they are not stimulated by higher potential growth. Real assets like
stocks, gold and real estate suffer in this process even if their nominal prices also increase
somewhat with higher inflation rates. Hence, demand for residential real estate and its
affordability for private households should fall with tighter ECB monetary policy.

Higher construction costs increase the asking
price of real estate

What about the supply of real estate? Real estate developers simply compare the costs to
construct a building with the potential price they can achieve when selling it later. Unexpectedly increasing construction costs lower their margins unless they can pass them on
to buyers. As they have to pre-finance their building activities, higher financing costs also
reduce their margins and the riskiness of their usually highly levered projects.

Exhibit 3: Construction costs increase substantially

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022

The war in the Ukraine will further increase
construction costs
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Exhibit 4: Expected prices are at an all-time high

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022

Data for the euro area show that input and output prices have started to increase more
significantly for a year now (Exhibit 3). Output prices for Germany that have been published
for the first quarter 2022 already indicate that the cost increase continues at an unabated
pace. And this is not even reflecting the effect of the war. Those might be better captured
by the expected price increases published by the construction sector survey of the EU Commission for which April data exists (Exhibit 4): Current price expectations are the highest since the start of the publication of the survey in 1985. The Markit purchasing manager
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index (PMI) for the construction sector confirms this finding. Its sub-indices for input
prices and rates charged by subcontractors are at all-time highs.
Supply vs demand

Putting supply and demand together, we note that construction costs increase at a time
when housing affordability falls – hence, when it becomes more difficult to pass on higher
costs to potential buyers. Hence, it will become increasingly difficult to match potenti al
demand and supply. As a consequence building activities should fall. As a first indication
the German IFO-index reports a sharply increasing number of cancellations for residential
real estate.

There are no indications of a hard-landing yet

The question that follows is whether the market will manage a soft-landing or not. This will
depend on the speed and the severity of the correction. On the positive side , we note that
according to the Bank Lending Survey of the ECB, banks expected tighter credit standards
and lower demand for loans already in the first quarter which speaks for a gradual adjustment process (Exhibit 5). Loans to households have also grown much more moderately in
the past few years compared to those preceding the 2008 real estate crash ( Exhibit 6).
While household debt compared to GDP increased during the pandemic, it fell in the years
prior to it (Exhibit 7). Additionally, interest rates are still low compared to their history such
that households that need to refinance their mortgages are still likely to be able to reduce
their annuities. This makes fire sales less likely and holds even if mortgage interest rate
that the ECB published until March only (Exhibit 2) will increase by the 70bp that 10yr
swap rates have increased since then. Still higher interest rates will reduce affordability
for and housing demand by first-time buyers. Finally, we note that the demand for housing
remains strong, that the availability of rental space in many urban agglomerations
stretched as building completions remained moderate – partly because of the effects of
the pandemic.

Confidence in the construction sector to fall
further in the coming months

Hence, we conclude that the main effect of tighter ECB monetary policy will be in reduction
of future building activities. Partly, this can be seen in survey data already. Both the construction survey of the EU-commission and the Markit PMI have been falling lately –
though so far not to below average levels. We expect a further declining sentiment in the
construction and real estate sector in the coming months.

Exhibit 5: Credit standards are tightening

Exhibit 6: Moderate loan growth so far

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022
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Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022

Exhibit 7: Household debt rose lately

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022
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Global fixed income
Higher real yields are starting to bite
Alex Rohner
Fixed Income Strategist
alex.rohner@jsafrasarasin.com
+41 58 317 3224

The sharp rise in developed markets’ real yields since the start of the year is increasingly
impacting risk markets. This is exactly what central banks want to achieve in order to
weaken demand and bring down excessive inflation quickly. Implied 5y5y Dollar markets’ real yields have repriced substantially and are likely moving into restrictive territory now, while even in the euro area we note a clear move towards a more neutral
ground. As monetary policy impacts the real economy with a lag, central banks will keep
pushing until they see more concrete progress on the inflation front. This implies that
real rates could rise further over coming months. Nevertheless, current market volatility
suggests that financial conditions are now tightening in a meaningful manner.

Central banks want to tighten financial conditions

The sharp rebound in economic activity and the surge in inflation rates has forced central
banks to start normalising policy quickly. Markets have repriced a steep and fast hiking
cycle and a rapid end or unwind to asset purchases, causing developed markets’ real
yields to rise substantially from record low levels since the start of the year. Higher real
rates imply tighter financing conditions lowering the incentive or ability to take out new
loans – residential, commercial and consumer loans – as servicing debt becomes more
expensive. Consequently, higher real rates tend to negatively impact economic growth,
companies’ debt servicing profiles and expected profit growth. Risk assets usually price
this well in advance through lower equity multiples and higher credit risk premiums. It is
therefore not surprising that the sharp rise in real developed markets’ government bond
yields so far has been accompanied by heightened market volatility in risk assets, lower
equity prices, higher credit spreads and mortgage rates. This is what central banks want
to achieve in order to weaken demand enough to bring down excessive inflation quickly.

Exhibit 1: Australian and Canadian real yields have repriced the most
4.0

Exhibit 2: The US neutral rate has likely trended down
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Dollar markets have repriced most, Australian
real rates look increasingly attractive
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The sharp turnaround in market pricing for real rates is best captured by 5y5y real rates.
While usually higher than current spot real yields, they already incorporate expected
tighter market pricing and hence are a better reflection of the degree of tightness. Implied
5y5y real rates in Australia and Canada have risen to +1.6% and +1.2% respectively, close
to the highs over the last 10 years (Exhibit 1). US implied real rates currently sit at around
+0.6%, still 40bp lower than at the end of 2018 and substantially lower than in 2011 and
2013. However, as we already put forward, (see our Cross Asset Weekly “Getting real
again”, 29th April 2022), the real US neutral rate of interest has likely trended lower since
the global financial crisis (Exhibit 2), and according to the Fed’s own estimates probably
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sits slightly above 0%. So, by the Fed’s own assessment, the US 5y5y US real yield may
have moved into restrictive territory already (Exhibit 4). It is reasonable to assume that the
respective neutral real rates in Canada and Australia are probably also lower than 10 years
ago, which would imply that Australia real rates in particular look attractively priced.
European real yields, on the other side, have lagged the global rise in real rates so far, in
particular in the UK. In the wake of the distinctly hawkish ECB pivot over recent months,
policy rate expectations and 5y5y German real yields have risen sharply to -0.4%, while
their French and Italian counterparts currently sit at -0.3% and +2.0% respectively (reflecting Italy risk premium). The neutral rate of interest for the euro area is most probably lower
than in the US, hence it follows that even the euro area rates structure is gradually approaching a more neutral stance as measured by forward real yields. The UK continues to
be the exception, where apart from energy-related price pressures, structural problems
continue to restrain the Bank of England’s room for a more aggressive policy path.

European real yields are lagging behind

Inflation expectations have reacted positively
to the sharp rise in real yields

Despite the strong rise in commodities and substantial uncertainty with regard to potential
war-related supply disruptions and lockdowns in China, developed markets’ 5y5y inflation
expectations have started to drop from the record highs. This move has been most pronounced in the euro area, where inflation expectations have dropped by roughly 50bp over
the past few weeks. Clearly, higher expected real yields are helping to re -anchor inflation
expectations (except in the UK), just what central banks have ordered.

Exhibit 3: 5y5y US real yields have moved into restrictive territory

Exhibit 4: 5y5y inflation expectations have started to ease, except in
the UK
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Market volatility suggests that financial conditions are now tightening meaningfully
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The sharp rise in real yields has started to impact risk markets and long-term inflation
expectations. While monetary policy impacts financial markets quickly, the effect on
the real economy will only be felt with a lag. Central banks will continue to keep pushing until they see meaningful progress on the inflation front. This will likely not happen
in the short term, hence there is a risk for real rates to increase further over coming
months. Equity markets have fallen by roughly 10% to 20% year to date, while high
yield spreads have widened by about 150bp. These moves are so far not meaningful
enough for the Fed and other central banks to change course. It is not the equity markets, but the fixed income markets that really gets the Fed’s attention. (1) Evaporating
liquidity in the government bond market, (2) a blow out in credit spreads that triggers
refinancing problems for corporates, or importantly, (3) stress in key short-term funding markets will get the Fed’s attention. Nothing of that sort has happened so far, but
the current volatility is a loud and clear signal from the markets that financial conditions are now tightening in a meaningful manner.
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Crypto assets
Not yet the beginning of the end
Dr. Claudio Wewel
FX Strategist
claudio.wewel@jsafrasarasin.com
+41 58 317 32 26

The recent crypto sell-off has raised concerns over the longer-term outlook for the asset
class. We show that the asset class finds itself in the middle of a self-cleaning process.
Analysing recent price dynamics, we demonstrate that in risk-adjusted terms, crypto
assets have held up remarkably well – in spite of the challenging market environment.
Lastly, we note that overall crypto market capitalisation has remained well above Jan
‘20 levels, which underlines that their use remains high. Hence, we conclude that it is
still too early to write off cryptos as an asset class.

Last week, Bitcoin revisited the psychologically
important $30’000 mark for the first time since
July ‘21

Crypto assets have experienced a bumpy ride as of late. Representing roughly 45% of the
total market capitalisation in crypto assets, Bitcoin has remained the leader in the crypto
space and hence continues to serve as an important indicator of the developments in this
market. Last week, Bitcoin revisited the psychologically important $30’000 mark for the
first time since July ‘21 (Exhibit 1). The crypto asset is down 40% year-to-date and almost
60% from its all-time high at $67’734, which it hit last November. Ethereum – the second
largest crypto asset by market capitalisation – has largely mimicked Bitcoin’s recent
moves, along with the large bulk of alternative crypto assets.

The sell-off in crypto assets has extended to
stablecoins with the breakdown of TerraUSD’s
synthetic dollar-peg initiating a drop of more
than 80%

Meanwhile, the sell-off in crypto assets has extended to stablecoins. Serving as a medium
of exchange between various crypto assets, stablecoins are intended to keep their value
«stable» versus a fiat currency or a real asset. While some of the stablecoins are asset backed (such as Tether, USDT), others use an algorithm to replicate this peg synthetically.
Last week, TerraUSD’s synthetic dollar-peg broke down, causing the coin to drop by more
than 80% (Exhibit 2). At the same time, even Tether temporarily lost its peg to the dollar,
which has raised general concerns over stablecoins’ stability.

Exhibit 1: Bitcoin and Ethereum have largely co-moved since 2016

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022

Recent market shifts reveal that the crypto
space currently finds itself in a healthy selfcleaning process
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Exhibit 2: Stablecoins’ stability is increasingly put into question

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022

While the current developments need to be monitored closely, we think that the breakdown of individual crypto assets or ecosystems essentially represents a healthy selfcleaning process in the course of which the crypto market ultimately matures further. Exhibit 3 graphically illustrates the shifts in relative market shares occurring between November 10, 2021 (when the total crypto market capitalisation reached its historical peak)
and now. In particular, Bitcoin (BTC) and Ethereum (ETH) have gained in terms of relative
market share, while meme coins such as Dogecoin (DOGE) and Shiba Inu (SHIB) have
taken a substantial hit. In short, the graph demonstrates that the crypto space currently
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finds itself in the middle of a consolidation process in the course of which lower quality
cryptos will gradually drop out of the market.
Exhibit 3: The crypto space currently finds itself in the middle of a healthy self-cleaning process
20 largest crypto assets by market capitalisation in USD bn, log scales
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Source: CoinMarketCap, Macrobond, Bank J. Safra Sarasin, 19.05.2022

Given that crypto assets have held up remarkably well against the challenging market environment, we think that it is too early to write
them off. Yet they will remain a speculative asset class that will take longer to mature

Lastly, it is important to put the recent drop in crypto prices into perspective and while
they may seem huge, it must be acknowledged that several tech stocks have experienced
even larger drawdowns as of late. Moreover, the commodity space has repeatedly staged
extreme price moves, in particular in oil. (Recall that in April 2020, the WTI spot price
dropped below zero before surging above $100/bbl in March 2022.) Comparing the returns for various risk assets on a risk-adjusted basis, we find that the recent drop in the
Bitcoin price is by no means extraordinary. Instead, equities were hit harder than crypto
assets (Exhibit 4). This underlines that cryptos have held up remarkably well – in spite of
the challenging market environment. Finally, we note that the crypto market capitalisation
has remained well above its January 2020 levels (Exhibit 5), reflecting that investor adoption has remained high. Taken together, we conclude that it is still too early to write off
cryptos, while they should remain a speculative asset class that will take more time to
mature.

Exhibit 4: Risk-adjusted, Bitcoin’s recent moves are not extraordinary

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022
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Exhibit 5: Crypto market cap has remained well above Jan 2020 levels

Source: Macrobond, Bank J. Safra Sarasin, 19.05.2022
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Economic Calendar
Week of 23/05 – 27/05/2022
Country

Date

Unit

Monday, 23.05.2022
GE
10:00 IFO Expectations Index
US
14:30 Chicago Fed Nat Activity Index

Time

Item

May
Apr

Index
Index

Tuesday, 24.05.2022
GE
09:30 German Manuf. PMI
EU
10:00 Eurozone Manuf. PMI
US
15:45 S&P US Manuf. PMI
16:00 New Home Sales

May P
May P
May P
Apr

Index
Index
Index
1'000

1Q F
1Q F
Apr P

Thursday, 26.05.2022
US
14:30 Initial Jobless Claims
17:00 Kansas City Fed Mfg Activity
Friday, 27.05.2022
JN
01:30 Tokyo CPI Ex Fresh Food Energy YoY
01:30 Tokyo CPI YoY
US
14:30 PCE Core Deflator MoM
14:30 PCE Core Deflator YoY
16:00 U. of Mich. 5-10 Yr Inflation

Wednesday, 25.05.2022
GE
08:00 GDP SA QoQ
08:00 GDP SA YoY
US
14:30 Cap Goods Order Nondef Ex Air
20:00 FOMC Meeting Minutes

Consensus
Forecast Prev.
---

86.70
0.44

--58.00
755k

54.60
55.50
59.20
763k

qoq
yoy
mom

----

0.20%
3.70%
1.30%

May
May

Index
Index

---

-25.00

Apr
Apr
Apr
Apr
May F

yoy
yoy
mom
yoy
%

0.90%
2.60%
0.30%
4.90%
--

0.80%
2.50%
0.30%
5.20%
3.00%

Source: Bloomberg, J. Safra Sarasin as of 19.05.2022
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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 %

0.72
0.97
1.87
2.85
51
196

-5
3
12
-7
0
6

86
115
89
134
13
61

-5.4
-8.6
-5.9
-9.8

Level

P/E ratio

1W TR in %

TR YTD in %

11’309
13’882
756
8’406
3’641
2’104
3’901
11’876
1’015

16.4
11.6
9.3
11.8
11.7
10.2
17.1
21.3
11.2

-1.7
1.0
2.0
2.6
1.1
1.1
-0.7
-0.5
2.8

-9.8
-12.6
-12.0
-2.1
-13.3
3.0
-17.7
-27.0
-17.0

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

0.97
1.03
1.21
1.06
1.25
127.7
0.85
10.49
10.26

9.3
7.7
9.8
8.7
10.4
10.7
7.9
8.2
11.9

-3.0
-1.5
-1.4
1.6
1.7
-1.2
-0.1
0.2
0.9

6.3
-0.7
-1.8
-6.6
-7.6
11.0
1.1
2.4
2.8

Commodities

Level

3M realised
volatility

1W in %

YTD in %

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

131
112
1’849

25.4
50.4
14.1

2.5
3.6
1.5

31.4
42.8
1.9

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 19.05.2022
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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-

11 | Cross-Asset Weekly

Cross-Asset Weekly
20 May 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
(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 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, Kirchnerstraße 68, 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, Kirchnerstraße 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 presented 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, Kirchnerstraße 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 (section 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 Services 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 appropriate 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 document. 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 Contrôle Prudentiel et de Résolution (ACPR) and Monegasque Government and Commission de Contrôle
des Activités Financières («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 FC027699. 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 regulation by the Financial Conduct Authority and Prudential Regulation Authority are available from us on request. Registered office 57 - 63 Line Wall
Road, Gibraltar. Telephone calls may be recorded. Your personal data will be handled in accordance with our Data and Privacy Statement.
Nothing in this document is intended to exclude or restrict any liability that we owe to you under the regulatory system that applies to us, and
in the event of conflict, any contrary indication is overridden. You are reminded to read all relevant documentation relating to any investment,
including risk warnings, and to seek any specialist financial or tax advice that you need. You are not permitted to pass this document on to
others, apart from your professional advisers. If you have received it in error please return or destroy it.
© Copyright Bank J. Safra Sarasin Ltd. All rights reserved.
Bank J. Safra Sarasin Ltd
Elisabethenstrasse 62
P.O. Box
4002 Basel
Switzerland
T: +41 (0)58 317 44 44
F: +41 (0)58 317 44 00
www.jsafrasarasin.ch
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