Macro outlook

A glance at the bond markets

The renminl: devaluation, worsaning economic dynamics in the emerging markets,
falling commodity prices and stock-market volatility were factors leading the Fad to
postpone its first rate hike. Moreover, U5, exparts have besn hurt by the stronger U5,
dofiar. Since current econamic growth mtes are moderate and the soonom:s recovary
may not yet be as well-ambaddad as desired, the Fad iz likaly to opt for gantle upward
moves in interest rates.

Befora any interest-rate move, the Fad will closely obsarve developments in the LS,
fabor market, ths pace of growith and Intlation as well 89 in capital markets, The Fed
stressed at it last meeting that the decalaration of growth in emerging markets would
e considarad whan making a decision on interest ratas, Thusg, it has become more
sintikely thet rates will incresse markediy on the bond markets.

Since the debt level as a ratio of GOP is high in the industriafized countries, a significant
fise in intarest rates wolld particulady burden governimants, but also calss ditficuitiss
for corporations and private housaholds and weaken economies. Interest-rate lavels arg
not likaly to reach thoss observed during previous recovery phases,
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Rising public debt

in the industrialized countrnies,
governments have markedly raised
thair debt in relation to GDP. Reasons
are higher welfarg payments in the
wake of the financial crisis and state
incentivas to hoost growth. High
indebtednress should fimit the risa
of interest rates in the developed
economies,

Receding private-sector debt

In Germany, the financial crisis alzo
caused the ratjo of government dabt
to GDP ta rise from 008 onwards,
wheraas debt ratios for corporations
and privete househalds fell. In total,
dabt in 2014 amauntsd to raughly
185% ot GDP - a low ratic comparad
to the United States or Japan.

Past performance is not indicative of future returns. Mo assurance can be given that any forecast, invastment obiectives andfar
axpacted retumns will be achisved. Allocations are subject to change without notica, Forecasts are based on assumptions, astimates,

opintons and hypothetical models that may prove 1o bBe incormect,
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