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China’s manufacturing push pays off for now

China’s doubling down on its investment in strategic manufacturing sectors paid off last
year. Investment growth was led by the renewables power sector and its related products,
including “new energy vehicles”. However, investment growth in related manufacturing
capacity should slow this year as overcapacity is rampant. Together with our expectation
that the correction in the housing sector will continue this year, growth in total fixed asset
investment should be lower than last year’s. Due to already existing overcapacities, China
is trying to boost exports even more. China’s export market share expansion, including in
renewables-related products, could lift growth close to the government’s target, but
comes with rising risks of trade restrictions down the road.

Over in the US, we note that the destocking phase that weighed on the manufacturing ISM
for most of last year appears to have come to an end. Our new model suggests that the
ISM should gain momentum over the coming months, driven by stronger expected de-
mand, the big upswing in semiconductor sales over the past six months and a lesser drag
from the dollar.

The UK equity market has trailed the global equity rebound by around 15% since Novem-
ber. Yet in our view, the tide is turning for UK equities. The recovery in tech-driven strate-
gies and styles feels exhausted, while the ongoing global manufacturing rebound provides
support to commodity sectors and value strategies. The UK equity market should tactically
benefit from a more favourable FX backdrop and reversing sector dynamics. Strategically,
however, the lack of growth and tech exposure limits the long-term return potential.
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China’s 2024 growth path will likely be
somewhat different from last year’s
investment-driven growth

Last year, China’s total investment grew
despite the deep housing downturn

Exhibit 1: 2023 growth was driven by consumption and investment

China, GDP Growth and Contribution, %

China macro
Manufacturing investment drives growth

China’s doubling down on its investment in strategic sectors paid off handsomely last
year in terms of their contribution to GDP growth. Investment was led by the renewa-
bles power sector and its related products, including new energy vehicles. Investment
in other manufacturing industries also played an important role. While China contin-
ues to prioritise expanding its installed electricity capacity, investment growth in re-
lated manufacturing capacity should slow this year as overcapacity is rampant. To-
gether with our expectation that the correction in the housing sector will continue this
year, growth in total fixed asset investment should be slower than last year’s. To use
the already-built capacity, China has turned to exporting these goods. China’s export
market share expansion, including in renewables-related products, could lift growth
close to the government’s target, but comes with increasing risks of trade restrictions
further down the road.

The main question for the Chinese economy this year is whether it will be able to repeat
last year’s “around 5%” growth as it maintains the macro strategy of letting the real estate
sector adjust while doubling down on strategic manufacturing sectors. In this article, we
look at the drivers of China’s growth last year, and assess whether the manufacturing
investment-driven growth will be repeated this year.

Usually, when a country goes through a housing bust after a significant boom, GDP growth
suffers for a number of years as construction stops and the wind-down process takes a
toll on the economy. It may be puzzling how China managed to grow at 5.2% last year even
though its housing sector went through a significant correction (Exhibit 1). From the con-
sumption side, itis clear that the low base of 2022 due to COVID lockdowns led to a strong
recovery in private consumption in 2023. But how did investment grow when housing in-
vestment, which accounted for about 20% of total fixed asset investment (FAI) in 2022,
fell by 10%7? In fact, total fixed asset investment grew by 3% last year (Exhibit 2). The an-
swer lies in China’s acceleration of investment in manufacturing and infrastructure.

Exhibit 2: Manufacturing and green energy were leading sectors
China, Fixed Assets Investment, % yoy
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The investment drivers were mostly in the
renewables and manufacturing space
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Source: Macrobond, Bank J. Safra Sarasin, 04.04.2024

The sectors that drove total investment were renewables and manufacturing. Investment
in electricity, heat, gas and water supply (7% of total FAl in 2022) jumped 23% while that
of transport and storage (13% of total FAI) grew by 11%. Within manufacturing, which is
about 45% of total FAI, the highest growth rates were seen in electrical machinery and
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equipment (4% of total FAI), which grew by 32%, and automobiles (2% of total FAI), which
increased by 19%. Electrical machinery and equipment include power equipment for re-
newables. Other manufacturing sectors with a higher than 10% FAI growth include chem-
icals, foods, non-ferrous smelting and special purpose machinery (together accounting for
10% of total FAIl). FAl in telecommunication equipment and computers also grew by 9%.
The growth areas reflect the government’s strategic direction of energy security and self-
reliance on science and technology. The investments in these sectors have been sup-
ported by bank credit, which also rose significantly last year (Exhibit 3).

Investment in renewables has skyrocketed Investment in renewable electricity production capacity skyrocketed last year across all
types of renewables. Solar power led with 60% and wind power contributed more than 30%
(Exhibit 4). As a result, total capacity increased by 14%, and the share of thermal power
installed capacity dropped below 50% for the first time (Exhibits 5 and 6). Still, the actual
generation continues to be dominated by thermal power (69%, Exhibits 7 and 8). The stark
difference between installed capacity and actual generation reflects: (i) the lack of distri-
bution capacity to bring renewable electricity supply on to the grid, and (ii) the lagging
capacity of electricity storage. Notably, electricity grid investment was outpaced by the
capacity increase by a large margin. Significant wind and solar capacities have been built
in the west of the country, but most of the demand is on the east coast. Even though the
State Grid has been building Ultra High Voltage transmission lines to connect supply and
demand, the bottlenecks remain. As a result, actual renewable electricity generation re-
mains much lower than its installed capacity.

Exhibit 3: Bank loans supported green and manufacturing investment  Exhibit 4: Investment in the electricity sector soared
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Exhibit 5: Installed capacity rose markedly... Exhibit 6: ...with thermal power now accounting for less than half
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Capacity installation for renewables was China’s ability to accelerate its investment in renewables hinges on its full-fledged supply

supported by manufacturing investment chains of products and equipment such as photovoltaic (solar PV) and wind turbines. It is
well-known that China dominates the world’s solar cells production with its share at all
manufacturing stages exceeding 80% of global supply. China also leads the world in wind
turbine manufacturing capacity with 60%. Investment in renewables equipment drove FAI
in electrical machinery and equipment to increase by 32% in 2023. The International En-
ergy Agency estimates that China’s share in solar PV production will reach 95% by 2025.
Indeed, industrial production of solar PV rose 58% last year, supporting the installation of
solar power electricity capacity (Exhibit 9). With lower domestic demand than total supply
of PV, Chinese manufacturers found markets abroad, and export volumes grew in double
digits (Exhibit 10). Overcapacity and competition among producers led to lower prices and
the export value (in US dollar) fell.

Exhibit 7: Much lower electricity generation from renewables than Exhibit 8: This means thermal power is still 70% of total generation
installed capacity suggests
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Exhibit 9: Solar PV production rose by almost 60% Exhibit 10: Cheaper solar PV export grew in volume
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Investment in NEV production capacity con- Another important industry that has been flooded with investment is automobiles, espe-

tinued cially the electric vehicles and related products (i.e. batteries). Large investment in these
“new-energy vehicles” (NEV) translates into a 36% increase in production, with domestic
sales of NEV reaching 7.8 million units, implying an NEV penetration rate of 36% (Exhibit
11). The investment has likely gone too far as excess capacity is already estimated at
around 5-10 million units per year. Domestic sales have been supported by sales tax ex-
emption and a significant increase in charging stations at 65%. NEV exports hit 1.76 mil-
lion units and grew at an impressive rate of 66% (Exhibit 12).
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This year’s renewables and NEV investment
growth should be slower than in 2023

Will the frenzy in renewables and NEV investment be repeated this year? In general, we
still expect robust activity, but at a slower pace in both sectors. China Electricity Council
forecasts that the installed capacity for wind and solar power will reach 1300 GW by the
end of the year, or an annual increase of 24%, compared to an almost 40% increase last
year. Such levels of installed capacity would already put China way ahead of its 2030 tar-
get of 1200 GW of wind and solar power installed capacity. Grid and transmission line
investment is expected to see limited growth as State Grid Corporation of China is ex-
pected to invest “more than 500 billion yuan” in 2024, after last year’s 520 billion yuan
investment. On NEV, while production should still increase given the capacity and de-
mand, overcapacities should lead to slower investment growth. Various sources (such as
China Association of Automobile Manufacturers and China Passenger Car Association) ex-
pect around 20% of production and sales growth this year.

Exhibit 11: NEV domestic penetration has increased rapidly Exhibit 12: NEV exports also surged
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Higher investment growth in Al-related
computers will not be a game changer

The elephant in the room remains the
housing sector

We see another year of negative housing
investment growth
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Slower FAI growth in renewables and automobiles this year could be partly mitigated by
faster investment growth in computers and electronics (Al and data driven investment, as
indicated in this recent Emerging Market Weekly), as well as the policy drive to upgrade
industrial equipment. Still, the electronics sector only accounts for 5% of total FAl and
should not be a game changer, and it remains unclear how the industrial upgrade will be
financed.

Other important drivers of investment are infrastructure and real estate. Both are driven
by the state of the housing market as the bulk of the non-utility infrastructure investment
is done by local governments, whose incomes have been severely hit by the housing down-
turn. As we wrote in the past (see here for example), we believe that the housing downturn
will continue in the next two years. But how much more of a correction in real estate in-
vestment should we expect?

Housing investment in China in 2023 already dropped 19% from its 2021 peak. Compar-
ing China’s case to past housing boom and bust cycles such as in Spain and Ireland,
China’s correction has been milder so far. While these cases may not best reflect China’s
circumstances today (i.e. they happened during the Global Financial Crisis and the euro
crisis), they could give some indication of how far the adjustment could go. Another year
of a 10% drop in housing investment would bring it down to 73% from the peak level (Ex-
hibits 13 and 14). This would still be less than the two European cases. This is also much
less severe than the IMF’s latest projection that housing investment will fall to around
50% of its peak by 2025.


https://www.reuters.com/business/energy/chinas-wind-solar-capacity-overtake-coal-2024-industry-body-2024-01-30/
https://www.reuters.com/business/energy/chinas-wind-solar-capacity-overtake-coal-2024-industry-body-2024-01-30/
https://www.reuters.com/business/energy/chinas-wind-solar-capacity-overtake-coal-2024-industry-body-2024-01-30/
https://www.chinadaily.com.cn/a/202401/17/WS65a72c2ca3105f21a507cad9.html
https://www.chinadaily.com.cn/a/202401/17/WS65a72c2ca3105f21a507cad9.html
https://www.globaltimes.cn/page/202401/1304645.shtml
https://www.globaltimes.cn/page/202401/1304645.shtml
https://www.globaltimes.cn/page/202401/1304645.shtml
https://publications.jsafrasarasin.com/publ-dl-ch/dl-discl?dl=B3DD87603307894CBDA040E464464A505730EA6FD191DE87B9B47562B7C8CFFCBFD2311D6529729E45A9C6D03707356B355ECB5033184C04
https://publications.jsafrasarasin.com/publ-dl-ch/dl-discl?dl=B3DD87603307894CBDA040E464464A505730EA6FD191DE87810027173F7E694DF6D89D0D19E890B99ABCC7165F9241AF5CC45E55A3E328E5
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China’s export market share expansion could Taking all these together, our GDP growth forecast rests on a somewhat lower total fixed

lift growth close to 5%, but comes with assetinvestment growth and lower consumption growth (due to fading base effects). Our

increasing risks of trade restrictions further baseline is that the net export contribution could see a significant improvement compared

down the road t0 2023. The global manufacturing cycle is turning and China continues to actively expand
its market share as its capacity to produce many products is much larger than domestic
demand. The latest manufacturing PMIs in the first quarter have confirmed the export
surge story as new export orders rose across sectors. China’s exports could come to res-
cue the economy this year, even as the risks of trade restrictions increase. Yet it will be
more difficult to repeat the strategy next year.

Exhibit 13: China’s housing investment correction has been mild Exhibit 14: It took Spain and Ireland 6-7 years to see the bottom of

compared to the European cases the housing investment cycle
Housing Investment, Rebased to 100 at the Peak of Housing Investment, Annual House Prices, t=0 in the Year that House Prices Peaked, BIS
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The manufacturing cycle appears to have
turned a corner

Our new ISM model points to more upside in
the coming months ...

... driven by stronger expected demand, the
big upswing in semiconductor sales over the
last six months and a lesser drag from the
dollar

Exhibit 1: Destocking phase is done
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US macro
More upside to the manufacturing ISM

The destocking phase that weighed on the manufacturing ISM for most of last year
appears to have come to an end. Our new model suggests that the ISM should gain
momentum over coming months, driven by stronger expected demand, the upswing in
semiconductor sales over the last six months and a lesser drag from the dollar.

The manufacturing ISM index surprised positively in March at 50.3 and crossed the 50-
demarcation line between contraction and expansion for the first time since September
2022. True, this is barely expansionary territory. Still, it points to a turn in the global man-
ufacturing cycle (manufacturing activity is highly correlated across countries) and to an
end to the destocking phase that lasted for most of last year (Exhibit 1).

Looking ahead, manufacturing activity should gain some momentum as companies re-
stock and new orders rise. Inventory cycles tend to last one to three years, and once they
get going, they tend to have a life of their own. This seems to be confirmed by our new
model, which gives us a six-month lead on the ISM. We use US households’ net wealth,
the dollar/euro exchange rate, the future shipment component of the Philly Fed manufac-
turing survey and Korea’s semiconductor exports, a good proxy for global chips sales, as
explanatory variables. All tend to lead the ISM by 6 to 12 months, with the exception of
net wealth that has more of a coincident relation. We use its pre-pandemic trend rate to
forecast its value over the next six months. Finally, we use data between January 1998
and December 2019 to estimate our model.

Our model has a good fit, with an R-square of 0.63, and does a good job at forecasting the
ISM within our sample. Our predictions closely track the observable values during the pan-
demic years and up to now (Exhibit 2). It also shows that the initial phase of the ISM de-
cline between mid-2021 and mid-2022 was driven by a moderation in the rate of growth
followed by lower US households’ net wealth (Exhibit 3). The subsequent weakness in the
ISM can be expected by poor expected demand and falling semiconductor global sales.
Our model shows that the turn in the manufacturing cycle over the past few months has
been driven, to a large extent, by a rebound in those same chips sales in the second half
of last year. This, combined with stronger expected demand for manufactured goods, as
well as a lesser drag from the dollar should contribute to push up the ISM to around 53-
54 by this summer.

Exhibit 2: ISM should move higher
Index (>50 = expansion)
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UK equities have been hit by their under-
weight in tech-driven styles and by the
strength in sterling

Exhibit 1: UK equities have underperformed in the recent recovery

UK equities
Tactical outlook improving

The UK market has trailed the global equity rebound by around 15% since November.
Neither has it benefited from the upswing in momentum, quality and tech, nor has the
currency provided support. Sterling has strengthened more than any other major de-
veloped market (DM) currency since the beginning of November, which proved to be
particularly painful for a market that relies heavily on foreign revenues. Yet, in our
view, the tide is turning for UK equities. Sterling now looks expensive, with limited
upside potential in the near term. At the same time, the recovery in tech-driven strat-
egies and styles feels exhausted while the ongoing global manufacturing rebound is
providing support to commodity sectors and value strategies. The UK equity market
should tactically benefit from a more favourable FX backdrop and reversing sector
dynamics. Strategically, however, the lack of growth and tech exposure limits the
long-term return potential.

UK equities have been among the weakest performing major equity markets over recent
months. They have gained a meagre 8% since the beginning of November while global
equities have moved up by 23% over the same period (Exhibit 1). The reason for the un-
derperformance in UK equities is twofold: i) the UK market has not benefited from the
global growth/quality/momentum rebound, given its unfavourable sector structure, which
is dominated by value & commodity sectors (Exhibit 2) and ii) GBP has been the strongest
major global currency since 1 November 2023, weighing heavily on the UK equity market,
which generates more than 70% of sales in foreign currencies.

Exhibit 2: UK is underweight momentum and overweight value
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Source: Refinitiv, Bank J. Safra Sarasin, 03.04.2024

Value sectors and commodities should bene-
fit from the ongoing global manufacturing re-
covery
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Source: Refinitiv, Bank J. Safra Sarasin, 03.04.2024

In our view, both these factors are likely to reverse, at least temporarily, opening a window
of opportunity to tactically add exposure to UK equities. Firstly, we believe the setup is
increasingly favourable for value sectors to outperform in the coming months, driven by
the ongoing recovery in global manufacturing. This should support demand for commodi-
ties, such as oil and copper, and lift their prices further from current levels. While the oil
price is predominantly a function of demand in the US, copper prices are being driven by
both the US as well as the Chinese manufacturing cycle (Exhibits 3, 4). Both have bot-
tomed out and are trending higher, which should hold for a couple more months, given the
improving credit cycle in both regions.
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The UK equity market would be a key beneficiary from those cyclical commodity price
gains, given its ~20% market-cap weight in energy and mining, more than double the
weight in global equities.

Exhibit 3: Oil is getting a boost from improving manufacturing data Exhibit 4: Copper is also supported by a recovery in China

100% w 15 60% - 10
80% F12 L 8
0,
60% L9 40% 6
40% 6 20% q U\ -4
20% J ¢ N -3 | \ /(\ | 2
; 0% \ ! -l o
| | | A I | { o — | lf
(N | o p M M W W e
-20% - - R
0% | 3 20% ] \ -
-40% ) 6
. -40% - [
-60% L9 | 8
-80% Lo-12 -60% - L -10
2008 2010 2012 2014 2016 2018 2020 2022 2024 2010 2012 2014 2016 2018 2020 2022 2024
Brent, 6m chg, rhs US ISM mfg, 6m chg (rhs) Copper, 6m chg Average US ISM & China PMI mfg, 6m chg (rhs)
Source: Refinitiv, Bank J. Safra Sarasin, 03.04.2024 Source: Refinitiv, Bank J. Safra Sarasin, 03.04.2024

Sterling appears expensive, given a modera- The second key driver of UK equities is FX. As mentioned above, more than 70% of UK

tion in UK macro data, and less of a headwind equity market revenues are generated outside the UK, with many major companies having

for UK equities in coming months only their headquarters in the country. Swings in the currency thus translate more directly
into performance than in other markets. To put it into numbers, a 10% drop in sterling vs
the US dollar roughly translates into 7% outperformance of UK equities vs global equities,
and vice versa (Exhibit 5). While we don’t expect sterling to depreciate substantially in the
coming quarters, it is fair to say that it is highly valued. While the domestic macro cycle,
expressed by the UK services PMI, has flatlined over past months, sterling has appreciated
by 2.5% since November (Exhibit 6). Downside risks for the currency thus appear larger
than upside risks at the current juncture.

Exhibit 5: UK equities have suffered from a stronger sterling Exhibit 6: Sterling upside seems limited given the UK macro data
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Source: Refinitiv, Bank J. Safra Sarasin, 03.04.2024 Source: Refinitiv, Bank J. Safra Sarasin, 03.04.2024

UK equities are the second most attractively- Lastly, relative valuations of UK equities have fallen back to the lows over the past 1.5

valued market among major markets years. As a result, the market is now the second most attractively-valued among the re-
gional markets in our universe (Exhibit 7). We would thus conclude that the backdrop has
improved substantially for UK equities to outperform tactically. Strategically, however, we
retain our more cautious stance on UK equities, given the total lack of growth and tech
exposure, sectors that should deliver highest long-term returns globally.

9 | Cross-Asset Weekly
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Exhibit 7: UK equities are second on our valuation score card. Only Chinese equities are valued more cheaply

Region Priceto-  PEvs world, Priceto-  PBvsworld, Dividend DYvsworld, . ?vzll:zr-:j ‘t’z
earnings rel.to 10Y avg book rel. to 10Y avg yield rel. to 10Y avg !
10Y avg
1 China 8.9 -22% 1.0 -28% 3.1% 1.0% 114 -21%
2 UK 11.3 -18% 1.7 -16% 4.1% 0.2% 11.3 -14%
3 EM 121 -8% 1.5 -13% 3.0% 0.5% 11.3 -2%
4 Switzerland 17.8 -9% 3.2 -7% 3.2% 0.5% 18.9 -14%
5 EMU 13.5 -12% 1.7 -7% 3.3% 0.3% 15.2 3%
6 Japan 15.5 -1% 1.5 -3% 2.2% 0.3% 20.4 -2%
7 us 21.3 5% 4.2 6% 1.4% 0.0% 25.5 4%
World 17.9 2.8 2.0% 17.3

Source: Refinitiv, Bank J. Safra Sarasin, 04.04.2024
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Economic Calendar

Week of 08/04 - 12/04/2024

Consensus

Country Time Item Date Unit Forecast Prev.

Monday, 08.04.2024

EU 10:30 Sentix Investor Confidence Apr Index - -10.50

Us 17:00 NY Fed 1-Yr Inflation Expectations Mar % - 3.04%

Tuesday, 09.04.2024

Us 12:00 NFIB Small Business Optimism  Mar Index 90.00 89.40

Wednesday, 10.04.2024

us 14:30 CPI Ex Food and Energy MoM Mar mom 0.30% 0.40%
14:30 CPI Ex Food and Energy YoY Mar yoy 3.70% 3.80%
13:00 MBA Mortgage Applications AprO5 wow -- -0.60%

CA 15:45 Bank of Canada Rate Decision  Aprl0 % 5.00% 5.00%

us 20:00 FOMC Meeting Minutes

Thursday, 11.04.2024

EU 14:15 ECB Deposit Facility Rate Aprll % - 4.00%

us 14:30 PPl Ex Food and Energy MoM Mar mom 0.20% 0.30%
14:30 PPl Ex Food and Energy YoY Mar  yoy -- 2.00%
14:30 Initial Jobless Claims AprO6 1'000 - --

Friday, 12.04.2024

UK 08:00 Manufacturing Production MoM Feb mom -- 0.00%
08:00 Manufacturing Production YoY Feb yoy -- 2.00%

us 16:00 U. of Mich. Expectations Apr Index -- 77.40
16:00 U. of Mich. 5-10 Yr Inflation Apr % - 2.80%

Source: Bloomberg, J. Safra Sarasin as of 04.04.2024
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A 1W (bp) AYID (bp) TRYTDin%
Swiss Eidgenossen 10 year (%) 0.75 6 5 0.2
German Bund 10 year (%) 2.36 6 34 -2.0
UK Gilt 10 year (%) 4.02 9 48 -2.3
US Treasury 10 year (%) 4.31 11 43 -1.9
French OAT - Bund, spread (bp) 50 -1 -3
Italian BTP - Bund, spread (bp) 139 0 -29
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 11,691 18.5 0.2 6.5
DAX - Germany 18,403 13.5 0.1 9.9
MSCI Italy 1,103 9.2 -0.9 14.7
IBEX - Spain 11,091 11.2 1.3 10.8
DJ Euro Stoxx 50 - Eurozone 5,071 14.3 0.1 12.7
MSCI UK 2,285 11.7 0.3 4.4
S&P 500 - USA 5,147 21.3 -1.9 8.3
Nasdaqg 100 - USA 17,879 26.3 -2.2 6.5
MSCI Emerging Markets 1,049 12.6 0.8 3.0
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.90 6.7 0.1 7.2
EUR-CHF 0.98 5.2 0.4 5.2
GBP-CHF 1.14 5.8 0.2 6.3
EUR-USD 1.08 5.9 0.3 -1.9
GBP-USD 1.26 6.4 0.0 -0.8
USD-JPY 151.2 8.1 -0.1 7.2
EUR-GBP 0.86 4.0 0.3 -1.1
EUR-SEK 11.54 6.1 0.3 3.6
EUR-NOK 11.65 7.2 -0.4 3.8
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 102 8.1 3.7 3.4
Brent crude oil - USD / barrel 90 23.6 3.9 16.4
Gold bullion - USD / Troy ounce 2,280 12.0 2.3 10.5
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Important Information

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

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

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

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

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

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

Bloomberg

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

ICE Data Indices

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

J.P. Morgan

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

MSCI Indices

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

SMiI

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

Distribution Information

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

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

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

Germany: This marketing publication/information is being distributed in Germany by J. Safra Sarasin (Deutschland) GmbH, Kirchnerstrae 6-
8, 60311 Frankfurt am Main, for information purposes only and does not lodge claim to completeness of product characteristics. Insofar as
information on investment funds is contained in this publication, any product documents are available on request free of charge from J. Safra
Sarasin (Deutschland) GmbH, Kirchnerstrae 6-8, 60311 Frankfurt am Main in English and German language. To the extent that indicative
investment options or portfolio structures are included, the following applies: The indicative investment options or portfolio structures pre-
sented in these documents and the underlying model calculations are based on the information and data provided to us in the context of the
asset advisory discussion, and we have not checked them for accuracy or completeness. The indicative investment option/portfolio structure
described here is thus intended as a guide and does not make any claim to comprehensive suitability but aims to inform you about the general
possibilities that an investment entails. In order to provide you with a final investment recommendation that is tailored to your specific situation,
we need further information, in particular on your investment goals, risk tolerance, experience and knowledge of financial services and products
and your financial situation. This publication is intended to be distributed by J. Safra Sarasin (Deutschland) GmbH, 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).

14 | Cross-Asset Weekly



J. Safra Sarasin

Cross-Asset Weekly

05 April 2024

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 Il, L-1840 Luxembourg, and being subject to the supervision of the Commission de Surveillance
du Secteur financier — CSSF. The Luxembourg Bank merely agrees to make this document available to its clients in Luxembourg and is not the
author of this document. This document shall not be construed as a personal recommendation as regards the financial instruments or products
or the investment strategies mentioned therein, nor shall it be construed as and does not constitute an invitation to enter into a portfolio
management agreement with the Luxembourg Bank or an offer to subscribe for or purchase any of the products or instruments mentioned
therein. The information provided in this document is not intended to provide a basis on which to make an investment decision. Nothing in this
document constitutes an investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appro-
priate for individual circumstances. Each client shall make its own appraisal. The liability of the Luxembourg Bank may not be engaged with
regards to any investment, divestment or retention decision taken by the client on the basis of the information contained in the present docu-
ment. The client shall bear all risks of losses potentially incurred as a result of such decision. In particular, neither the Luxembourg Bank nor
their shareholders or employees shall be liable for the opinions, estimations and strategies contained in this document.

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

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

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

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

United Kingdom: This document is distributed from the UK by Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch, 47 Berkeley Square, London,
W1J 5AU, to its clients, prospects and other contacts. Bank J. Safra Sarasin (Gibraltar) Ltd offers wealth and investment management products
and services to its clients and prospects through Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch. Registered as a foreign company in the
UK number FCO027699. Authorised by the Gibraltar Financial Services Commission and subject to limited regulation in the United Kingdom by
the Financial Conduct Authority and the Prudential Regulation Authority. Registration number 466838. Details about the extent of our regula-
tion by the Financial Conduct Authority and Prudential Regulation Authority are available from us on request. Registered office 57 - 63 Line Wall
Road, Gibraltar. Telephone calls may be recorded. Your personal data will be handled in accordance with our Data and Privacy Statement.
Where this publication is provided to you by Bank J. Safra Sarasin (Gibraltar) Limited, London Branch: Nothing in this document is intended to
exclude or restrict any liability that we owe to you under the regulatory system that applies to us, and in the event of conflict, any contrary
indication is overridden. You are reminded to read all relevant documentation relating to any investment, including risk warnings, and to seek
any specialist financial or tax advice that you need. You are not permitted to pass this document on to others, apart from your professional
advisers. If you have received it in error please return or destroy it.
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