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Budding hope

Dear readers,

A blizzard of economic data swept through markets

in March, with investors combing through the flurry. But
amid the thawing investment landscape, China’s eco-
nomic narrative revealed small but hopeful glimmers of
progress.

While it has become commonplace to label China as
“uninvestable”, for long-term investors to shun and disre-
gard the potential of what will soon be the world’s largest
economy—even at current growth rates—is not a feasible
strategy in our view.

At China’s annual meeting of the National People’s Con-
gress early last month, messaging tilted toward a focus
on growth following years of putting geopolitical priorities
and security in the spotlight. The government kept its
2024 growth target at around 5 percent, unchanged from
the previous year, and pledged to transition to advanced
manufacturing and efforts to mitigate risks in its property
market. It also set its consumer inflation target at 3 percent.

We believe this might be the first sign that Chinese offi-
cials recognize the need to pay more attention to the
economy again. While investors have been disappointed
by the lack of major support measures so far, in our
opinion, reaching that 3 percent inflation target won’t be
possible without fiscal stimulus, structural reform, or
monetary impulse. It will be up to the Chinese officials to
decide on which steps to take, but it seems clear to us
that they will have to do something.

China’s challenges have led some market observers to

point out parallels to what transpired in Japan in the
1990s, when the fading economic miracle resulted in the

— Webcast
To view our webcast on recent market
developments, click here.
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Dan Scott
Head of Vontobel Multi Asset,
Vontobel

so-called Lost Decade. As we highlighted in last month’s
deep dive into whether China is facing a similar fate, there
are indeed some notable similarities in structural prob-
lems, such as unfavorable demographics in the form of
low birth rates and a shrinking working-age population,
low consumer demand, and an ailing property sector. The
latter remained under pressure in the first two months

of the year, with property investment down 9 percent com-
pared to the year-earlier period.

The stimulative arguments, including special ultra long-
term bonds and the willingness by the People’s Bank of
China to make more cuts to the reserve requirement ratio,
are positive signals. China’s industrial production also
rose at the fastest pace in almost two years, jumping 7
percent year-on-year in January and February, beating
economists’ expectations of 5 percent. Retail sales came
in slightly better than anticipated as well, boosted by
Chinese New Year spending. When we further consider
an uptick in foreign direct investments in China, which
had dropped into negative territory for the first time in 25
years in the third quarter of 2023 but recovered in the
final quarter of the year, we’re left asking ourselves: has
China’s fizzled economic recovery finally started to take
hold?

It is early days yet, but we see the first sprouts of hope
and the potential that China could be on the path to
recovery. While it may be a tricky one to tackle, improved
capital flow and signals of a willingness to domestically
do what it takes to stimulate growth would open the door
to the possibility of a nice rebound in China.

This Investors’ Outlook provides you with a deep dive
into the Eurozone economy, a closer look at commodity
prices, and details on our asset allocation.

Traversing the slope toward economic recovery may
be slippery, but we always aim to provide our clients with
steady footing.


https://www.vontobel.com/en-ch/insights/monthly-cio-update-april-2024-the-rate-cut-season-has-kicked-off-17510/
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Frank Hausler
Chief Investment Strategist,
Vontobel

Springing forth

While US Federal Reserve (Fed) and European Central
Bank (ECB) policymakers assessed the economic envi-
ronment and contemplated the timing of interest-rate
cuts, the Swiss National Bank (SNB) forged ahead, be-
coming the first major central bank to ease monetary
policy. The move should help rein in the strong Swiss
franc. Meanwhile, the Bank of Japan, which was “the
last dove standing”, delivered its first rate hike in 17 years,
ending its negative-interest era while scrapping its con-
troversial yield curve control policy in place since 2016.

Recent inflation data came in stronger than expected,

though we don’t expect it to be much of a problem this
year. Fed Chair Jerome Powell seems to share that view,
saying the underlying story hasn’t changed. The Fed still

expects to cut interest rates three times by the end of 2024.

Considering stubborn service price inflation, central
banks may start to cut a bit later and less than originally
thought—but more than what’s currently priced in.

The Fed also updated its growth outlook. It now expects
the world’s biggest economy to grow 2.1 percent in 2024,
well above its December forecast of 1.4 percent. Despite
higher growth, markets are more convinced rate cuts are
coming. The ECB is also expected to deliver its first cut in
the summer months.

In China, we consider the government’s 5 percent growth
target and the 3 percent inflation goal to be quite ambi-
tious. The former faces challenging base effects, while the
latter seems even more difficult considering China is
currently flirting with deflation rather than inflation. We
expect fiscal stimulus in the months ahead.

The Vontobel Investment Committee decided not to
make any changes to our asset allocation, which means
we stick to our overweight stance on equities and gold.
Find more details about our positioning on page 5.
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We remain underweight on cash as we believe that
for a nine- to 12-month investment horizon, returns
from other asset classes should outpace those from
cash.

Our stance remains neutral on fixed income, with a
defensive bias at a sub-asset class level. We continue
to favor government and emerging-market bonds
with an overweight position. Government bonds offer
an asymmetric payoff—meaning there is a greater
probability for profit than loss—while ensuring protec-
tion at current levels. In comparison, emerging-mar-
ket debt appears more attractive to us than the high-
yield segment, where we stay underweight. We
anticipate that emerging-market debt will benefit from
a weaker US dollar in the future, aligning with our
base case scenario when the Fed adopts a 'dovish’
stance. Our negative view on high-yield bonds
arises from the segment’s exceptionally low spreads
and rising defaults.

Stock markets powered ahead last month; we remain
overweight. Central banks don’t seem far from a
change in direction on interest rates, which we expect
as early as June. That was confirmed by the Federal
Open Market Committee’s (FOMC) March meeting,
where policymakers held interest rates steady and
members stuck to three projected rate cuts in 2024
despite an improving outlook for economic growth
and higher inflation forecasts. This scenario should
continue to support valuations of risk assets in the
midterm. We continue to favor quality and earnings
predictability, which we see best reflected in US

and Swiss equities, where we remain overweight. Inter-
estingly, the SNB unexpectedly cut its key interest
rate in March following encouraging progress on the
inflation front. This move comes months ahead of
global peers as policymakers try to prevent the franc
from appreciating and should play in favor of defen-
sive Swiss stocks. We stay neutral for Japanese and
emerging-market equities and retain our underweight
on their European counterparts.

We maintain a moderately positive outlook on gold.
Its historically low correlation with other asset
classes makes it an effective hedge in periods of
economic uncertainty. Gold can also serve as a
hedge against inflation, preserving wealth as fiat
currencies (currencies not backed by a precious
metal) weaken. Moreover, gold is a safe-haven asset
amid geopolitical tensions and uncertainty. As cen-
tral banks approach a pivot, we expect gold to be fur-
ther bolstered by loose monetary policies and low
real interest rates globally. Demand from central banks,
especially those in emerging markets, are likely to
further boost gold.

A mixed growth outlook for the global economy
has us maintaining a cautious stance on commodi-
ties, an inherently cyclical asset class. We remain
underweight. However, potential upside risks could
arise from an unexpected acceleration in the Chi-
nese economy and escalating geopolitical tensions
amid Ukrainian attacks on Russian oil refineries.

We keep our neutral take on alternative funds and
real estate. Within alternative funds, we like insur-
ance-linked securities. They tend to have a low cor-
relation with traditional financial markets, as their
performance is linked to specific insurance events.
That can help reduce overall portfolio risk.

Changes month-on-month: same —» higher A lower M
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Checking the Old Continent’s
economic temperature

Economists like to use the label “sick man of Europe” when referring to an econom-
ically ailing European state. In 2022 and 2023, a whole armada of “men” seemed

to be suffering: Germany, Europe’s largest economy and heavily export-driven, was
weighed down by weak demand from abroad, the aftermath of the 2022 energy
crisis after Russia’s invasion of Ukraine, challenges in the domestic real estate market,
and repeated protests. France and Italy also struggled with subdued industrial
demand and workers going on strike.

Michaela Huber
Cross-Asset Strategist,
Vontobel

Stefan Eppenberger
Head Multi Asset Strategy,
Vontobel

After two years of below-average growth, the region’s
economy has recently appeared to have stabilized some-
what. There are several reasons for this. On the one
hand, the worst effects of higher interest rates seem to
be behind us. According to the ECB’s Bank Lending
Survey, European banks have significantly relaxed their
lending standards in the last few months (see chart 1).

At the same time, banks are expecting higher demand for
credit in the second half of the year.

Lower inflation is a further tailwind. European producer
prices have been in negative territory for months and fell
by a further 8.6 percent year-on-year in January. This was
partly due to significantly lower energy prices. Consumer
prices are also on the right track, rising “just” 2.6 percent
in February. However, certain expenditure items, such as
services, remain stubbornly high at just under 4 percent.
Services are considered the most complicated component
of inflation, as wage growth in labor-intensive production
is passed on with a considerable time lag.

Chart 1: Eurozone banks have significantly eased
lending conditions
Net balance

2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

= Eurozone lending standards (ECB Bank Lending Survey)
Eurozone recessions

Source: LSEG, Vontobel; data as of March 15, 2024.



Chart 2: Eurozone wage growth has peaked,
but stays too high

Year-on-year percentage change

1999 2002 2005 2008 2011 2014 2017 2020 2023

= Eurozone (indicator of negotiated wages)
US (Employment Cost Index)

Source: LSEG, Vontobel; data as of March 15, 2024.

Stabilization in the absence of significant economic
acceleration

While lower interest rates and decreased inflation should
provide a boost to the economy, there is little support
from the fiscal side. According to the International Mone-
tary Fund (IMF), European heads of state, unlike their
American counterparts, are exercising fiscal restraint, which
can, for example, be observed in the fact that the fiscal
impulse has been shrinking for two years.! In its forecasts,
the IMF doesn’t foresee this impulse turning positive

in the coming years. Consumers are unlikely to provide a
significant uplift in the near future. While private con-
sumption in the US has repeatedly surprised on the upside
and proven to be extraordinarily resilient, the story looks
very different across the pond, where private consumption
collapsed with the energy crisis and has not recovered
since.

Current monetary policy is too restrictive

Be that as it may, the ECB is in no hurry to cut interest
rates, with ECB President Christine Lagarde repeatedly
referring to continued robust wage growth (see chart 2).
As a result, along with many of her colleagues, she wants
to wait for wage data to be published in the second
quarter. Lagarde’s comment that we will know “a little bit”
in April and “a lot more” in June could point to an initial
interest-rate cut in June.

In our view, this fixation on wages is misplaced. Firstly,
wages are one of the most lagging indicators. The recent
strong rise in wages can be viewed as a kind of catch-up
process for real incomes (i.e., incomes adjusted for infla-
tion). That’s because wages typically only react to past
inflation. The ECB should not get too hung up on them, in

Chart 3: Core inflation measures are easing steadily
Year-on-year percentage change

2019 2020 2021 2022 2023

= Headline inflation

Core inflation (excluding energy and food)

Supercore inflation (only focusing on output gap sensitive items)
= PCCI (Tracker of more lasting inflationary developments)

Source: LSEG, Vontobel; data as of March 15,2024.

Chart 4: Real yields continue to rise
(now due to lower inflation)
In %

17-year high

1999 2004 2009 2014 2019 2024

= Eurozone real yield
(ECB main refinancing rate minus core inflation)
Eurozone recessions

Source: LSEG, Vontobel; data as of March 15, 2024.

our opinion. Secondly, certain core inflation measures
developed by the ECB itself have already returned to the
2 percent inflation target (see chart 3).2 Thirdly, a look at
real interest rates (ECB refinancing rate minus core infla-
tion) also shows that it is time for interest rate cuts:
although the ECB has not raised interest rates for months,
real interest rates have continued to rise steadily due to
lower inflation (see chart 4), thus dampening the much-
anticipated economic recovery.

* The fiscal impulse is a key figure, expressed as a percentage of gross domestic product, which measures the change in the fiscal budget and its impact on the economy.
2 One example is the “Persistent and Common Component of Inflation” indicator (PCCI), which measures underlying, persistent inflation, according to the ECB.


https://www.imf.org/en/Publications/WEO/Issues/2023/10/10/world-economic-outlook-october-2023
https://www.imf.org/en/Publications/WEO/Issues/2023/10/10/world-economic-outlook-october-2023
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First stirrings of easing

Christopher Koslowski
Senior Fixed Income & FX Strategist,
Vontobel

The unexpected rate cut by the SNB has solidified
expectations for a worldwide easing of monetary policy,
beginning this summer. Consequently, traders are now
putting greater odds on a rate cut from the ECB in June,
followed by the Fed and then the Bank of England (BoE).
This prospect provides the bond market with a boost in
the wake of the most recent Fed meeting.

During its March meeting, the Fed kept the federal funds
rate target range unchanged and continued to signal that
three rate cuts of 25 basis points each are the most prob-
able course of action for 2024, despite recently stronger
inflation. The summary of economic projections released
after the FOMC meeting aligned with expectations, under-
scoring the confidence of policymakers in tackling infla-
tion and securing a soft landing.

Surprising, and potentially more dovish, was Chair
Jerome Powell’s frequent mention of the possibility that a
rapid weakening of the labor market could lead to a
faster decrease in policy rates. He clarified that while this
scenario is not the FOMC'’s base case, it outlines a

Chart 1: Markets correct towards Fed’s forecast as
investors see three cuts in 2024
Number of cuts

0

Sep.2023 Oct.2023 Nov.2023 Dec.2023 Jan.2024 Feb.2024 Mar.2024

= Total number of cuts priced in for 2024

Note: Negative numbers reflect the expected number of interest-rate
cuts of 25 basis points each.

Source: Bloomberg, Vontobel; data as of March 21, 2024.

possible risk. This is particularly relevant considering the
hiring rate is already below pre-pandemic levels, sug-
gesting that an increase in layoffs could abruptly shift
hiring to negative territory and cause unemployment
rates to rise.

The FOMC is poised to start reducing rates in June if
there continues to be headway in the inflation picture.

While incoming data remains strong, it is not strong
enough to propel yields meaningfully higher from here,
especially at a time when the Fed is biased to ease.

The market is now fully aligned with the Fed in expecting
three cuts this year (see chart 1). The longer the Fed
keeps policy on hold, the greater the impact on the econ-
omy; hence, we retain our bias towards lower yields.
Against this backdrop, we maintain a preference for gov-
ernment bonds with an overweight position. At present
levels, government bonds provide protection and offer
an asymmetric payoff.

Navigating tight spreads: a case for caution in credit
markets

While Treasury yields remain elevated, credit spreads
don’t compensate for even a small pickup in defaults.
Spreads have tightened significantly, coinciding with
increased expectations for lower policy rates and a soft
landing of the economy. They’ve only been tighter than
current levels on a mere 6 percent of trading days in the
last 25 years (see chart 2). We think this makes it hard
to justify taking on extra risk, which is why we prefer being
underweight high yield.

Chart 2: Number of days traded in the respective range
for high-yield bonds in the last 25 years

Number of days in %

Spread in basis points

<250 250- 300- 350- 400- 450- 500- 550- 600- 650- 700- 750- 800- 850- 900- 950- >1000
300 350 400 450 500 550 600 650 700 750 800 850 900 950 1000

Source: Bloomberg, Vontobel; data as of March 21, 2024.
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Equity markets in full bloom

Mario Montagnani
Senior Investment Strategist,
Vontobel

Despite lingering concerns surrounding inflationary pres-
sures, geopolitical tensions, and the uncertain trajectory
of interest rates, stock markets have continued to move
higher. Strong corporate earnings reports, especially in
the US, and the perceived approach of central banks’
policy shifts fueled investor optimism.

Various indexes have flourished and reached milestones:
the MSCI All Country World Index surpassed its all-time
high of December 2021; the S&P 500 Index made history
by crossing the 5,200-mark for the first time ever. And at
the end of February, the Nikkei 225 Index finally surpassed
its historic 1989 record (see chart 1).

The rally broadened further last month. Since mid-Feb-
ruary, equity allocations by global institutional asset man-
agers have increased, according to Bank of America’s
Global Fund Manager Survey. There was also a powerful
style and sector rotation, with a greater focus on value
and sectors such as financials, healthcare, consumer sta-
ples, energy, and real estate. Regionally, this resulted

in higher allocations to European and emerging-markets
equities, which outperformed US stocks. This was the
case for Chinese and Swiss equities too.

Chart 1: The Nikkei 225 at a record after more
than three decades
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Source: LSEG, Vontobel; data as of March 21, 2024.

What does this mean?

Retail investor sentiment became bullish in November, to
the point of turning from cheerful to greedy, according
to the American Association of Individual Investors’ Inves-
tor Sentiment Survey. This also means that most markets
are facing an overbought situation, along with very high
valuation multiples for some markets and sectors.

This may have some wondering whether the rally is based
on irrationality. We don’t think so. Investors need to
consider the drastic fundamental and structural change
in equity markets that has occurred over the past
decade. Taking the US technology sector as an example,
the emergence of new structural megatrends resulted

in stronger revenue growth, higher margin contribution,
and free cash flow generation, which led to excess cash
positions often returned to shareholders in terms of buy-
backs. This environment makes it hardly comparable with
the dot-com bubble in 2000 (see chart 2).

We believe that inflation will continue to grind lower from
here, leading central banks to cut rates this year. If history
is any guide, markets usually react positively to these
moves. We remain overweight on stocks. Find the details
of our asset allocation on page 5.

Chart 2: Cumulative profit for the top 12 largest tech/
mega-caps in the US
Cumulative net profit (in USD million)
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Source: LSEG, Vontobel; data as of March 21, 2024.
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The winds of geopolitics

support oil

Michaela Huber
Cross-Asset Strategist,
Vontobel

Oil prices got a geopolitical boost in March (see chart 1).
The wind seems to be shifting increasingly in Russia’s
favor, as Western support for Ukraine is waning. How-
ever, the latter has stepped up its attacks on Russian

oil infrastructure and attacked numerous oil refineries.

The resulting reduction in Russian refinery capacity is
exacerbating the situation for oil products. If Russia can’t
process its crude oil, its stockpiles will rise. Russia has
already announced that it will increase its oil exports. This
is positive for oil products; but the higher supply is not
necessarily great news for oil itself. In the absence of an
escalation of the conflict, oil is likely to be supported at
more than USD 80 per barrel.

“Dr. Copper” recovers (a little)

The recent rise in copper prices was primarily driven by a
supply threat. After it was announced that loss-making
Chinese copper smelters had jointly agreed to cut output,
the red metal briefly approached the USD 9,000 thresh-
old. However, no concrete details were provided, and the

Chart 1: Commodities’ year-to-date performance

Rebased to 100 = start of 2024

January 2024

February 2024 March 2024

= Petroleum

Industrial metals = Grains Index

Source: LSEG, Bloomberg, Vontobel; data as of March 21, 2024.

Precious metals = Bloomberg Commodity

rally lost momentum again. There are still headwinds on
the demand side. Investments in the Chinese real estate
sector, which is important for copper, fell 9 percent in
the January-February period. A look at the significant rise
in Chinese inventories also raises questions (see chart 2).
Without significant stimulus or supply shocks, the upside
potential is likely to be limited.

Gold shines

Gold reached an all-time high of more than USD 2,200
per ounce in March. While exchange-traded gold funds
have long struggled with outflows—investors withdrew
around USD 2.9 billion in February alone, according to the
World Gold Council—the unabated strong demand from
central banks has more than compensated for this. China’s
central bank stands out in particular: it bought gold for
the 16" month in a row in February and is now sitting on
around 72 million ounces (+390,000 in February).

But China’s consumers have also made bold purchases
despite high prices. One possible explanation could be
the country’s economic context. While future central bank
demand is difficult to predict (and data on this is pub-
lished with a lag), gold is likely to benefit from the pros-
pect of a weaker US dollar and lower US real interest
rates. There should also be some support on the geopo-
litical front in the coming months, mainly from the war in
Ukraine, the tensions in the Middle East, and the upcom-
ing US presidential election.

Chart 2: Chinese copper inventories suggest
muted demand
Shanghai copper inventories in tons
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Source: LSEG, Vontobel; data as of March 21, 2024.
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The SNB rings in the

rate-cut season

Christopher Koslowski
Senior Fixed Income & FX Strategist,
Vontobel

The Swiss central bank took the first step by reducing
its key interest rate by 0.25 percent on March 21, setting
the new policy rate at 1.5 percent from a previous 1.75
percent. This decision placed the SNB ahead of its global
counterparts, which are expected to follow with similar
rate cuts in the near future.

The move came as a surprise to many analysts, who had
predicted that the central bank would keep its policy
rate steady at 1.75 percent. SNB President Thomas Jordan
noted that effective measures to tame inflation over the
last two and a half years facilitated the step. Furthermore,
the SNB lowered its inflation forecast to 1.4 percent for
2024, down from its December prediction of 1.9 percent.

Historically, the SNB has not shied away from stunning
the market with sudden moves, and this rate cut could
be seen as a continuation of that trend. Noteworthy
moments in its past include dropping the Swiss franc’s
cap against the euro in 2015 and the unexpected 50
basis-point rise in borrowing costs in 2022. The SNB’s

Chart 1: Implied overnight rate and number of
hikes and cuts

Implied policy rate in % Number of hikes/ cuts priced in
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Source: Bloomberg, Vontobel; data as of March 21, 2024.

policy path for the remainder of the year suggests a bias
towards further easing, with currently close to two further
cuts priced in (see chart 1), bringing the policy rate to

1 percent by the end of the year.

The Swiss franc lost ground in the aftermath of the deci-
sion and will most likely continue to weaken against both
the US dollar and the euro in the months to come as
weaker inflation in Switzerland allows the SNB to accom-
modate the economy further.

Eyeing the US presidential election

The euro-dollar exchange rate is currently largely influ-
enced by expected action from central banks. However,
the upcoming presidential election in the US will increas-
ingly play a significant role in market considerations, par-
ticularly with Donald Trump leading President Joe Biden
in recent polls (see chart 2). Should Trump secure a
victory in 2024, the economic stimulus from tax cuts and
business-friendly policies seen in 2016 might not be
replicated, given the current low tax rates and substantial
budget deficits.

The combination of fiscal and monetary policy could
result in more restrictive fiscal measures alongside looser
monetary policy, potentially benefiting the euro-dollar
exchange rate. On the other hand, a second term for Trump
could potentially lead to a stronger US dollar due to
safe-haven investments, aggressive foreign policies, and
concerns about renewed trade tensions.

Chart 2: Opinion polls favor Trump over Biden (for now)

Polling data average in %

Sept. 2023 Oct. 2023 Nov.2023 Dec.2023 Jan.2024 Feb.2024 Mar.2024

— Joe Biden Donald Trump

Source: Bloomberg, Vontobel; data as of March 21, 2024.
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Economy and financial markets 2022 -2025

The following list shows the actual values, exchange rates and prices from 2022 to 2023 and consensus forecasts
for 2024 and 2025 for gross domestic product (GDP), inflation/inflationary expectations, key central bank interest
rates, ten-year government bonds, exchange rates, and commodities.

2024 2025
GDP (IN %) 2023 CURRENT' CONSENSUS CONSENSUS

Global (G20)

2024 2025

INFLATION 2022 2023 CURRENT' _ CONSENSUS __ CONSENSUS
33

L

CONSENSUS CONSENSUS
KEY INTEREST RATES (IN %) 2022 2023 CURRENT _ IN3SMONTHS _ IN12 MONTHS

CONSENSUS CONSENSUS
GOVERNMENT BOND YIELDS, 10 YEARS (IN %) 2022 2023 CURRENT IN 3 MONTHS _ IN12 MONTHS

CONSENSUS CONSENSUS
FOREIGN EXCHANGE RATES 2022 2023 CURRENT _ IN3MONTHS _ IN12 MONTHS

CONSENSUS CONSENSUS
COMMODITIES 2022 2023 CURRENT _ IN3SMONTHS _ IN12 MONTHS

* Latest available quarter
2 Latest available month, G20 data only quarterly
Source: Vontobel, respective statistical offices and central banks; as of March 21, 2024
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issuers prior to distribution or publication. Individual separate contributions contain no direct or indirect reference to specific
financial instruments or issuers, and do not represent a financial analysis. Such contributions may therefore also have been com-
piled by authors outside the areas responsible for financial analysis. The latter are not subject to the restrictions applicable to
financial analysis and are thus not covered by the above confirmation either, and are accordingly not mentioned in the list

of financial analysts on page 2 of this document.

Investors’ Outlook also regularly contains information on in-house Vontobel fund products. The Bank takes into account any risk
of conflict of interest arising due to existing economic interests by having the AM/GIS MACI/Funds Research and Investments
unit make the selections of the respective in-house products based on the best-in-class principle. This unit is organisationally and
informationally independent of the Bank’s sales units and is monitored by the Bank’s Compliance department.

The prices used in this financial analysis are the last available closing prices on the indicated cut-off date. Any deviations from this
rule will be disclosed. The underlying figures and calculations of any company valuation are based on the latest financial informa-
tion, in particular the profit and loss statement, cash-flow statement and balance sheet, published by the analysed issuers. As the
information comes from external sources, reliance on the information is subject to risks for which Bank Vontobel AG accepts no
liability. The calculations and assessments made for the analysis may change at any time and without notice when other valuation
methods are used and/or they are based on other differing models, assumptions, interpretations and/or estimates. The use of
valuation methods does not rule out the risk of fair values not being achieved within the anticipated forecast period. A vast number
of factors influence price performance. Unforeseen changes may arise, for example, due to the emergence of competitive pres-
sure, a change in demand for the products of an issuer, technological developments, macroeconomic activity, exchange rate
fluctuations or even a shift in the moral concepts of society. Changes in regulatory or tax laws may likewise have unforeseen and
serious consequences. This discussion of valuation methods and risk factors does not claim to be complete. For more remarks/
information on the methodological approaches used in our financial analysis and the rating system, see www.vontobel.com/CH/
EN/Companies-institutions-research-equity-research.

Basis of valuation and valuation methods

The Vontobel financial analysts use a variety of valuation methods (e.g. the DCF and EVA model, sum of the parts valuation, breakup
and event-related analysis, key figure comparisons of peer groups and market) to prepare their own financial forecasts for the com-
panies covered by them.

2. Disclaimer and sources

Although Vontobel believes that the information in this document is based on reliable sources, it cannot accept any responsi-
bility for the quality, accuracy, timeliness or completeness of any of the information contained in this document. This research
report is for information purposes only and does not constitute either an offer or a solicitation to buy, sell or subscribe, nor does

it constitute investment advice or any advice with respect to tax consequences. The research report was written without regard
to the financial circumstances of individual recipients. The producer reserves the right to change and/or retract any opinion
expressed in this research report at any time. The producer further points out that the statements contained in this research report
are under no circumstances to be construed as advice on tax, accounting, legal or investment matters. The producer neither guar-
antees that the financial instruments discussed in this research report are accessible to the recipients nor that they are suitable
for the recipients. It is recommended that recipients of this report seek advice from an asset manager, investment advisor or other
relevant advisor with respect to compatibility with the recipient’s own circumstances and with respect to the legal, regulatory,

tax and other consequences prior to making any investment decision. The producer does not regard any recipients of this report
as clients if there are no other business or contractual relations. Any use of this report, in particular its reproduction in whole or

in part, or its distribution to third parties, is only permitted with prior written consent from Bank Vontobel AG and full acknowl-
edgement of sources. Bank Vontobel AG has taken internal organisational measures to prevent any potential conflicts of interest
and, if there are any such potential conflicts of interest and they are unavoidable, to disclose them. For more details on handling
conflicts of interest and maintaining the independence of the financial analysis department as well as disclosures relative to the
financial recommendations of Bank Vontobel AG, see www.vontobel.com/CH/EN/MiFID-Switzerland. Details on how we handle
your data can be found in our current data protection policy (www.vontobel.com/privacy-policy) and on our data protection web-
site (www.vontobel.com/gdpr). This publication is deemed to be marketing material within the meaning of Article 68 of the Swiss
Financial Services Act and is provided for informational purposes only. If you do not wish to receive any further Investors’ Outlook
from us, please contact us at wealthmanagement@vontobel.com.

3. Country-specific guidelines and information

The distribution and publication of this document and the investments described in it may be subject to restrictions in some juris-
dictions due to local laws and regulations. This document and the information contained in it may only be distributed in countries
in which the producer or the distributor holds the applicable licences. If there is no mention to the contrary in this document, it
may not be assumed that the producer or distributor holds the applicable licences in any specific country. Please note the following
country-specific information must be strictly observed. With the exception of the following distribution-channels, this research
report shall be deemed to be distributed by the company indicated on its cover page.
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14 Legal information

Additional information for US institutional clients

In the United States of America, this publication is being distributed solely to persons that qualify as major US institutional investors
under SEC Rule 15a-6. Vontobel Securities, Inc. accepts responsibility for the content of reports prepared by its non-US affiliate
when distributed to US institutional investors. US investors who wish to effect any transaction in securities mentioned in this report
should do so with Vontobel Securities, Inc. at the address hereafter and not with Bank Vontobel AG: Vontobel Securities, Inc.,
1540 Broadway, 38th Floor, New York, NY 10036, Tel 1 212 792 5820, Fax 1 212 792 5832, e-mail: vonsec@vusa.com. Vontobel
Securities Inc. New York, with headquarters at Vontobel Securities AG, Gotthardstrasse 43, CH-8022 Zurich, Tel +41 58 283 76 17,
Fax +41 58 283 76 49, is a broker-dealer registered with the Securities and Exchange Commission and a member of the National
Association of Securities Dealers. Bank Vontobel Zurich is a foreign broker dealer which is not delivering services into the USA
except for those allowed under the exemption of SEC Rule 15a-6.

Additional information for UK clients

Bank Vontobel AG is a company limited by shares with a Swiss Banking license which has no permanent place of business in the UK
and which is not regulated under the Financial Services and Markets Act 2000. The protections provided by the UK regulatory
system will not be applicable to the recipients of any information or documentation provided by Bank Vontobel AG and compensa-
tion under the Financial Services Compensation Scheme will not be available. Past performance is not indicative of future perfor-
mance. The price of securities may go down as well as up and as a result investors may not get back the amount originally invested.
Changes in the exchange rates may cause the value of investments to go down or up. Any literature, documentation or information
provided is directed solely at persons we reasonably believe to be investment professionals. All such communications and the
activity to which they relate are available only to such investment professionals; any activity arising from such communications will
only be engaged in with investment professionals. Persons who do not have professional experience in matters relating to invest-
ments should not rely upon such communications. Any contact with analysts, brokers or other employees of Bank Vontobel AG must
be conducted with Bank Vontobel AG directly and not through offices or employees of Vontobel affiliates in London /UK.

Information for Italian investors
This research document prepared by Bank Vontobel AG is distributed according to EU rule 2016/958 by Vontobel Wealth
Management SIM S.p.A, Milano authorized and regulated by Consob, via G.B. Martini, 3 - Roma.

Information for HK clients

The fund is not authorized by the Securities and Futures Commission in Hong Kong. It may only be offered to those investors
qualifying as professional investors under the Securities and Futures Ordinance. The contents of this document have not been
reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution and if you are in doubt about any of

the contents of this document, you should obtain independent professional advice. This document was approved by Vontobel
(Hong Kong) Ltd., which is licensed by the Securities and Futures Commission of Hong Kong and provides services only to
professional investors as defined under the Securities and Futures Ordinance (Cap. 571) of Hong Kong and has its registered
office at 1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong. This advertisement has not been reviewed
by the Securities and Futures Commission.

Information for SG clients

The fund and its sub-funds are not available to retail investors in Singapore. Selected sub-funds of the fund are currently recog-
nized as restricted schemes by the Monetary Authority of Singapore. These sub-funds may only be offered to certain prescribed
persons on certain conditions as provided in the “Securities and Futures Act”, Chapter 289 of Singapore. This document was
approved by Vontobel Pte. Ltd., which is licensed with the Monetary Authority of Singapore as a Capital Markets Services Licensee
and Exempt Financial Adviser and has its registered office at 8 Marina Boulevard, Marina Bay Financial Centre (Tower 1), Level
04-03, Singapore 018981. This advertisement has not been reviewed by the Monetary Authority of Singapore.
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