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Equiy—ma rket perspectives

Equity-market outlook for 2016: tactical, selective and constructive

Ginhai equity markats have recovered since mid-September, and
miast stock-rmarket indicatons are approaching the levels we had

forecast twelve months ago. What will 2016 bring ?

Seven yvears after the start of the Great Financial Crisis, markets
hava enterad a mature phase. For this reason, 2018 and beyond

shauld only vigid mid-singls-diglt total returns. At the same time,

we have 1o acknowledge a higher risk that annual returns could
easily tum negative.

With a view to stock valuations, we do not see much further
upwards potential for price-to-sarnings (PFE} ratios. Our
constructive view on equities is therefors based on expacted
modarate earnings growth and dividends, Earmangs growth
should be driven by successtul firms in the tachnology,
fealthears, finance and consumption sectors, Dividends, in
turn, are gaining in significance: globally speaking, distributions
shaould reach o record leval in 2018, |n an anvironment of very
foanr o negative interast rates, an expacted median dividsnd

of 2.5%' is significant, The share of dividends in equities’ 1otal
returns should increase in the years to coma, since the potential
for share-price gains has decreazed compared with previous
YEars,

Owr preference for equities from developed markets remains

unchanged. In 2016, many emerging markets might face further
headwinds from kow commodity prices and decelerating growth

in China. But we do not have any distinct preferences within
the United States, Europe and Japan, Eamings growth should
ba similar m all three ragions in 2016 and less influsnced by
currency Tluctuations than in 2015,

In 2016, our tocus will, thergfore, ba mora on the selection
of sectors and stocks and less on regional allocations. Equity
fnvestors will find the winnars of further developments in
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digitalization, particulsry inthe technology sector. Cloud
computing or big data are no longer just catehwords - they have
turned into multi-billion .5, dollar salas drivers. The most recent
prics comrsctions in pharmaceutioals ofter selective entry points
in order to participate in seminal progress in cancer research
Financials, meanwhile, should banafit from the expacted rate
mave of the Fed.

Tactical and =salectwe aquily investment could twn 2016 into
another successiul year.
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B S0 Waorld Index dividends per share

The aggregate nominal payout by isted companies is fikeby
to inorease in 2676 for the Bth time in a row, setting another
naw record,

Source: FactSat Research Syatams Inc as of 131/20156
& = market expectations

Past performance is not indicative of future returns, No sssursnos can bes given that any forscast, investment objectives andfor
expeciad retums will be achieved. Allocations are subject to changs without notice. Forecasts are based on assumplions, estimates,
opinions and hypothetical models that may prove to be incorrect. investments come with risk. The value of an investmant can fall as
wedl a9 rise and vour capitel may be &t resk. You might not get back the amount orlginaily investad at any point Intima
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