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After equity and foreigh-exchange markets, riow bond markets are behaving badly

— Increasing invastor risk aversion has become aven more avidenl in late Septernber. While equilies started their pronounced
comection back i August, high-yield [(HY) bonds, and a coupie of investmentgrade (i) bonds fook deeper dives in
Septamber, Highes sk asseds are the mam targels for sefl-ofis. The volalBdy measusss for bolh the S&EF 500 Incdex as well
as the Euro Stoxy 50 Index remain at slevated levels

= High wolatdity, wadening nsk premia and bidfask spreads as weil as detengraiing ligueddy are unnarying vesion

— Cantral banks are also contnbuting to rsing risk aversion. The US. Fadera! Reserva Board's {Fed) dacigion to postpons the
rate hike led 10 a further leg down in markets, as investors had hoped for clearer guidance, and especiaily equly markets
have siarted 1o question the benefs of further quantitatve-sasing (OE} measures. Japanese stocks did not proft from
rumers of further monstary easing by the Bank of Japan (BOJ).

------ Spreads for both 16 and HY in US, and Eurepean markels had alresdy bean widening since the speang. 15 spreads (U5
and European) are now back 1o the levels seen back in early 2012 befors Draghi's "whalever-it-takes” speech®

- We see a combination of long-term and shortterm reasons for the recent bond sell-off. concerns about Chinese growth fake
center sfage, including the implications for commedity demand and prces. 04 s 8 sspargte msus affacting markets. Tha
panding rate hike (and the uncertainty surrounding the Feds declsion nol lo raise rates In September} also hurt both
developad-markei (D) and emarging-maket (EM} bonds. Ganenal growth concems for EM and DM call for rsk repncing
Shortertern genaral issuas hciude heavy supply in the United States, hauiddy and portfolio msues. Finally the market has
bean hurt by idiosyncratic events from companias such as Volkswagen, Glencore and Petrobras, the latter afso Ralling victim
to lower commodity prices. Furthermmore, bond invesiors are faking note of the cradid impheations of high mengsrand-
acguisiion activity and share-buyback activity in the Uniled States,

== We believe thal, wih s recent sei-off, the market has gol ahead of itself, evarpricing nsks that wa beliave will not maternalize
to the extent feared. Mozt credd-risk metnes remain benign

— WWe see further risks in the shori term as sentimant could turn more negative (also a3 a result of the sell-off), as momenlum is
siill negathes and volatifty siill high Cautious westors will wall 1o see markets stabilizing bafore ameing

— Howaver, we slay strategically constructive on nisk assets, and believe that the markel might show good opportunities quite
BOOM, B8

—  Ligudily could smprove at the start of the fourth quartar, as cuatsrends (as just expenenced) often sulfer rom funds
getting rid of assets for performance and fsk-measurement reazons and as bank books do not want io lake on risk.

w= Thirgd-guagrter (O3} reporting season could actusiy surprss on the upside comparad (o recent market passimism

—  Thea European Cenlral Bank (ECB! might talk more openly about extending and expanding its quantitalive-sasing (QE)
program, which throwgh influencing funds’ porticlio reallogatons shouid also support corporate bonds. On a mud-term
horizan direct ECB buying of carposate bonds also remaing an optaon.

—  Within bonds, contagion has led to indiscriminate selling within entire sectors, which opens up opporiunities.

- Yaluations now ofer mote upside 10 our target levels,

—  Globally, funds have increased cash positions, possibly for both protecting and also profiling from further volalility

Flease note assel-class implications are fo be found on the next page.

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in
repayment and koss of income and principal invested. The value of investments can fall as well as rise and you may not
recover the amount originally invested at any point in time.

Deutsche AWM expectations 2015. Forecasts are based on assumptions, estimates, opinions and hypothetical
models or analysis which may prove to be incorrect. No assurance can be given that any forecast or target will be
achieved, Deutsche AWM Investment GmbH, CIO Office; Deutsche Bank AG; As of October 2, 2015
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