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Mind the shocks and shifts — the ‘new normal’ is over BERENBERG

Remember the ‘new normal’?
*  Sluggish economic growth, low inflation and close-to-zero interest rates
*  Chronic pessimism, balance sheet repair and cautious fiscal policies

* Long economic cycles, few excesses and a sense that the best is behind us
That era is over... The economic baseline has changed......

Two major shocks — COVID-19 and Russia’s invasion of Ukraine
* Tidal wave of restructuring across international supply chains and in energy markets

*  Massive fiscal interventions to support economies

Plus longer run shifts in global demand and supply
*  Supply headwinds: ageing populations and rising global trade costs and frictions

* Demand tailwinds: fiscal boost and no more balance sheet repair (new credit cycle?)
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Mind the shocks and shifts — the ‘new normal’ is over BERENBERG

Remember the ‘old normal’?
*  Boom-bust economic cycles, persistent inflation risks and normal interest rates
*  Animal spirits, healthy credit demand and periodic fiscal expansions

*  Shorter more volatile economic cycles, risk of excesses and hope for the future

In many respects... recent performance is closer to this baseline

* Central banks acknowledge that inflation is longer run concern

* Households and firms are adjusting to higher/normal interest rates

* Firms and workers press their advantage in wage bargaining and price setting
* Risk markets rally even as central banks withdraw liquidity

*  Optimism around the benefits (and risks) of Al and other frontier technologies

COVID and war shocks have merely accelerated trends that were already underway
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Back to the old normal - risk markets walk without crutches BERENBERG
Bond yields return to normal Central bank liquidity down, equities up
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Productivity growth: the chance for a revival

Global labour productivity — the best and the rest
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Electricity usage among US households

100

80

M Percentage of US households with electric power

60

40 -

20 -

1911 1921 1931 1941 1951 1961

Annual data. Source: Ourworldindata.org




afic

Global summary: digesting the shocks BERENBERG
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us

* Soft landing with risks tilted to the downside. Return to trend growth 2H 2024

* Fed stops at 5.5%, modest cuts to start in Q2 2024

China

* Painful real estate correction

* Subdued growth due to serious long-term problems, no more than mini-stimulus
Eurozone

* Mild contraction late 2023, back to solid growth by mid-2024 as US downturn ends
* ECB probably done hiking. BoE: one final hike, cuts in 2024

Key risks

* Economics: central banks tighten too much

* Geopolitics: Russia goes nuclear, China attacks Taiwan




US: heading for a soft landing
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Berenberg forecasts early 2023 vs September-2023 US consumer spending and disposable income
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China: serious trouble after modest reopening bounce BERENBERC

China: services PMiIs rolling over, manufacturing soft China: fleeting rebound in credit
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Mind the gap: services vs. manufacturing Inventory correction in manufacturing
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Eurozone: The end of the big supply shocks

i

BERENBERG

PARTNERSHIP SINCE 1590

New York Fed global supply chain pressures index EU natural gas storage (% full)
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UK: Quietly enjoying a business investment boom
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Business investment is rebounding sharply Good fundamentals - high cash balances, low debt
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Inflation: beyond the peak

Inflation in the US, the Eurozone and the UK
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Market implied inflation expectations
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Central bank outlook: hikes, pause, some cuts
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Key policy rates Working age population as a % of total population
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Global economic forecasts
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GDP growth Inflation Unemployment Fiscal balance
Weight| 2022 | 2023 | 2024 | 2025 | 2022 | 2023 | 2024 | 2025 | 2022 | 2023 | 2024 | 2025 | 2022 | 2023 | 2024 | 2025
World* 100.0 3.1 23 2.1 2.4
us 24.2 21 2.1 12 1.7 8.0 4.1 27 23 3.6 37 4.4 42 | -100| -68 | -6.0 -56.7
China 184 3.0 4.6 38 3.6 2.0 0.5 2.0 22 5.6 53 5.0 4.8 -4.2 -4.0 -35 -2.5
Japan 52 1.0 1.6 0.7 11 25 3.1 2.0 15 2.6 2.6 2.4 23 -6.5 -5.3 -4.0 -3.0
India 33 6.8 6.0 6.5 6.0 -9.6 -8.0 -7.8 -7.5
Latin America 52 4.0 15 22 22 -39 -5.0 -4.5 4.0
Europe 26.4 3.0 0.5 1.0 1.6
Eurozone 15.2 3.4 0.4 0.8 1.7 8.4 5.6 3.0 23 6.7 6.5 6.4 5.7 -3.6 -29 -21 -1.9
Germany 4.4 1.9 -0.5 0.6 1.6 87 6.2 2.8 22 3.1 3.0 3.0 2.6 -2.6 -2.0 -1.0 -1.1
France 3.1 25 0.7 1.1 1.7 5.9 6.0 3.7 25 7.3 7.4 7.2 6.4 -4.7 -4.7 -4.3 -2.9
Italy 22 3.8 0.7 0.5 1.2 87 6.4 25 2.4 8.1 7.8 75 6.8 -8.0 -4.0 -3.2 -2.5
Spain 15 55 22 1.4 21 83 3.6 31 2.7 12.9 12.0 11.1 9.9 -48 | -4.0 -3.0 -2.2
Portugal 0.3 6.7 23 1.6 23 81 55 27 25 6.1 6.4 5.8 52 -0.4 -0.1 -0.1 -0.1
Other Western Europe
UK 32 4.1 0.3 0.8 17 9.1 7.5 28 2.0 3.7 43 4.4 4.0 -7.7 -4.2 -35 -2.8
Switzerland 0.8 21 0.7 1.2 14 2.8 2.4 15 13 22 23 22 1.8 0.2 0.1 0.5 0.5
Sweden 0.7 26 -0.5 1.2 2.0 81 6.7 23 23 75 7.9 7.5 6.8 0.7 -0.5 -0.5 0.0
Eastern Europe
Russia 1.9 -2.1 0.5 0.0 -0.5 13.8 8.0 7.0 6.0 3.9 3.6 4.0 4.5 -2.2 -4.0 -4.0 -4.0
Turkey 0.8 5.6 25 25 25 723 | 46.0 | 380 30.0 10.5 10.7 11.0 10.5 -1.6 -6.5 -5.0 -4.5

Unemployment rate: Harmonised definition (ILO/Eurostat); fiscal balance: general government deficit in % of GDP excluding one-off bank support. US fiscal data:
federal government only.
*At market exchange rates, not purchasing power parity. PPP estimates give more weight to fast-growing emerging markets and inflate global GDP.
Weights based on IMF World Economic Outlook 2022 GDP data for 2021. Sources: World Economic Outlook, Berenberg
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Key financial forecasts

Current’ End-2023 End-2024 End-2025
Central bank rates
US Fed 5.25-5.50% 5.25-5.50% 4.25-450% 3.00-3.25%
ECB refi rate* 450% 450% 4.00% 3.75%
ECB deposit rate* 4,00% 4,00% 3.50% 3.25%
BoE 5.25% 5.50% 4.00% 3.00%
BoJ -0.10% -0.10% -0.10% -0.10%
10-year bond yields
us 431% 4.25% 4.25% 4.25%
Germany 2.64% 260% 290% 3.10%
UK 434% 450% 4.20% 3.80%
Currencies
EUR-USD 1.07 110 118 1.25
EUR-GBP 0.86 0.85 0.85 0.85
GBP-USD 124 129 139 147
USD-JPY 148 145 140 135
EUR-JPY 158 160 165 169
EUR-CHF 0.95 0.97 0.98 0.98
USD-CNY 7.27 7.30 7.30 7.30

1 Taken on 15 September at 09:15 UK time.

*Expect euro money market rates close to the highlighted ECB rates — switch from deposit rate to refi rate by end-2024 as ECB
reduces excess liquidity (or changes its toolkit). Currency forecasts may not add up due to rounding
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Publication date: 22 September, 2023

Please note:

This document has been prepared by Equity Research Analysts of Joh. Berenberg, Gossler & Co. KG (hereinafter referred to as the “Bank”) and opinions contained in this presentation
represent those of the Bank’s Research Department at the stated date of publication.

The recommendations referred to in the presentation are not, nor shall they be construed as, investment advice by Berenberg. For recommendations and relevant disclosures issued by
the Berenberg Research department, as part of investment research, please see Compliance Disclosures | Berenberg

If you would like to view our research reports, these can be found at Equity Research or you can request a copy by emailing crm@berenberg.de.

Valuation basis/rating key

The recommendations for companies analysed by Berenberg’s Equity Research department are made on an absolute basis for which the following three-step rating key is applicable:

Buy: Sustainable upside potential of more than 15% to the current share price within 12 months;
Sell: Sustainable downside potential of more than 15% to the current share price within 12 months;
Hold: Upside/downside potential regarding the current share price limited; no immediate catalyst visible.

NB: During periods of high market, sector, or stock volatility, or in special situations, the recommendation system criteria may be breached temporarily.

General investment-related disclosures

The Bank has made all efforts to carefully research and process all information. The information has been obtained from sources which we believe to be reliable such as, for example,
Thomson Reuters, Bloomberg and the relevant specialised press. However, we do not assume liability for the correctness and completeness of any information given. The provided
information has not been checked by a third party, especially an independent auditing firm.
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The following internet link provides further remarks on our financial analyses: Berenberg Research

Legal disclaimer

The information given can become incorrect due to passage of time and/or as a result of legal, political, economic or other changes. We do not assume responsibility to indicate such
changes and/or to publish an updated document. The forecasts contained in this document or other statements on rates of return, capital gains or other accession are the personal opinion
of the author and we do not assume liability for the realisation of these. Forward-looking forecasts or future results, estimates of amounts not yet determinable, and therefore involve
known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current
expectations. The Bank accepts no responsibility and no representation or warranty, express or implied, is made as to the accuracy, reliability or completeness of the source of information
on these webpages. To the fullest extent permitted by law, the Bank accepts no responsibility for and shall have no liability for any loss (including without limitation direct, indirect,
consequential and loss of profit), damages, or for any liability to a third party however arising in relation to the information on these webpages. The Bank has no obligation to update,
modify or amend the information.

This presentation is only for information purposes only. It does not constitute investment advice or recommendation to buy financial instruments. It does not replace consulting
independent advisors regarding legal, tax or financial matters.

Opinions, estimates and projections constitute the current judgment of the author when this document was compiled.

Recommendations issued should not necessarily be considered to be either objective or unbiased. The Bank may engage in transactions, for its own account or with customers, in a
manner inconsistent with the views taken in a recommendation. the Bank may (i) act as a market-maker (ii) deal as principal (iii) have managed or co-managed a public offering for the
issuer, which is the subject of a recommendation (iv) be party to an agreement with the issuer, that is the subject of a recommendation, relating to the provision of services of investment
firms (v) provide liquidity in instruments referred to in any recommendation and (vi) have, or be seeking to develop, an investment banking or corporate banking relationship with issuers
mentioned in a recommendation. The Bank or its employees may from time to time have long or short positions in such instruments referred to in a recommendation. Accordingly,
information referred to in a recommendation may not be independent from the proprietary interests of the Bank and its affiliates, which may conflict with your interests and affect the
objectivity of relevant recommendations.

This document is not a solicitation or an offer to buy or sell the mentioned stock.
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Remarks regarding foreign investors

The preparation of this document is subject to regulation in the United Kingdom. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose
possession this document comes should inform themselves about, and observe, any such restrictions.

United Kingdom

This document is meant exclusively for institutional investors and market professionals, but not for private customers. It is not for distribution to or the use of private investors or private
customers.

United States of America

This document has been prepared exclusively by Joh. Berenberg, Gossler & Co. KG. Although Berenberg Capital Markets LLC, an affiliate of the Bank and registered US broker-dealer,
distributes this document to certain customers, Berenberg Capital Markets LLC does not provide input into its contents, nor does this document constitute research of Berenberg Capital
Markets LLC. In addition, this document is meant exclusively for institutional investors and market professionals, but not for private customers. It is not for distribution to or the use of
private investors or private customers.

Please contact Berenberg Capital Markets LLC (+1 617.292.8200), if you require additional information.

Competent supervisory authority
Financial Conduct Authority, 12 Endeavour Square, London E20 1JN

Copyright

The Bank reserves all the rights in this document. No part of the document or its content may be rewritten, copied, photocopied or duplicated in any form by any means or redistributed
without the Bank’s prior written consent.

© 2023 Joh. Berenberg, Gossler & Co. KG
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