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Key DB macro forecasts

Current Dec-22 Mar-23 Jun-23 Sep-23 Dec-23 Dec-24
Real GDP Growth - %yoy
United States 1.1 2.0 2.2 0.9 -0.6 2.2
Japan 0.9 1.6 0.9 1.1 0.4 1.2
Eurozone 1.4 0.2 -0.8 -1.0 -0.5 1.5
China 3.0 1.4 5.3 4.3 6.1 5.2
CPI (period avg) - % yoy
United States 7.1 5.5 3.4 2.8 2.7 2.9
Japan 3.8 2.2 2.5 2.0 1.7 1.1
Eurozone 10.0 8.0 7.0 6.1 4.5 1.0
China 1.8 2.5 2.1 2.3 3.1 2.8
FX
uUsD/JPY 128 131 129 125 123 120 115
EUR/USD 1.08 1.07 1.08 1.10 1.13 1.15 1.25
GBP/USD 1.22 1.21 1.23 1.25 1.27 1.28 1.32
USD/CNY 6.76 6.90 7.20 7.10 6.90 6.80 6.40
Rates
US 10Y yield 3.50 3.87 4.00 3.95 3.65 3.65
US official interest rate 4.375 4.375 4.875 5.125 5.125 4.625 3.125
Japan 10Y yield 0.53 0.42 0.50 0.50 0.75 0.60 0.60
Japan official interest rate -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 0.10
Eurozone 10Y yield 2.17 2.57 2.50 2.60 2.60 2.60
Eurozone official interest rate 2.00 2.00 3.00 3.25 3.25 3.25 2.50
China 10Y yield 2.92 2.84 3.15 3.30
China official interest rate 2.75 2.75 2.75 2.75 2.75 2.75 2.75
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Key themes for the year ahead

1. Economic
1. USrecession
2. Stagflation in the eurozone

3. Chinareopening

2. Political
1. Changing geopolitical landscape
1. Weaponisation of trade
2. US-China stand-off
3. Green policy and protectionism
2. Uncertainty in Ukraine

3. Antitrust and tech regulation
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Europe macro — inflation and monetary policy

High inflation is a key concern: o el et iy e, 2

A convincing peak in underlying inflation is unlikely before the end of summer. o
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Europe macro — growth and implications for credit
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Default rate forecast

Major DM economies are due a default cycle after a decade of relative stability, cheap credit and abundant central bank support. Default rates
will only slowly rise in 2023, but we expect a sharper rise in 2024.
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Default rates: Europe

10 12 14 16 18 20 22 24
Market Current Q2'23 YE'23 Q2'24 YE'24
S HY 1.4% 3.0% 4.5% 8.0% 9.0%
S Lev Loan 1.6% 3.8% 5.6% 10.0% 11.3%
€ HY 2.2%* 2.0% 2.2% 3.7% 4.3%
€ Lev Loan 2.2%* 3.2% 3.7% 6.1% 7.1%

Source: Bloomberg Finance LP, S&P LCD, Deutsche Bank. Note: * = Spec-Grade in Total
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China macro /

China’s rapid reopening is a major wildcard for the global economy as the US and Europe are expected to enter a recession this year.
It may also have important effects for commodities demand just as headline inflation cools in DM.

Selected Chinese assets

Chinese inflation: CPl remains low despite very volatile
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Breaking points

Every Fed hiking cycle in the fiat high debt era has led to some kind of financial crisis somewhere across the world

UK secondary Latin American

banifl crisis Debt Crisis Japan bubble bursts,
Recession in West, UK
housing crash, Scandi
banking crises
Black Asian Crisis 1997, Russian
Monday Crisis 1998, and LTCM
1987 bailout 1998

US housing collapse

sets off contagion
Bond market Dot com

turmoil and bubble bursts

Mexican crisis
/ Worst year on record

\ for % of global assets in
negative territory

\

S&L Crisis
Prolonged/significant decline in real
asset prices
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Source: Bloomberg Finance LP, Haver Analytics, Deutsche Bank
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Where are the risks? /

Credit and private capital have been increasingly concentrated in technology and other risky industries such as biotech. There has not
been such level of exposure to intangibles-intensive industries in a credit cycle yet.
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Geopolitics
The US-China standoff, trade weaponisation and effects of green policy on international competitiveness are among the key themes.
Taiwan, Eastern Europe and the Middle East are among the key potential flashpoints.

2008 What issues most impact your 5 year outlook?

Political events viewed as unlikely shortly before they
occurred

Geopolitics
* 2010: China-Japan standoff and subsequent rare earth P

mineral restrictions
e 2010/11: Arab Spring

e 2014: Russia: Annexation of Crimea
Policy and regulatory environment
e 2016: US — Election of President Trump
* 2016: UK — Brexit referendum

* 2017: France — Election of Macron smashed the
traditional two-party system Domestic market growth

e 2021: Germany — First post-war election where the two
biggest parties did not win a majority of the vote

¢ 2021: US withdrawal from Afghanistan Competitive environment

e 2022: Russian invasion of Ukraine

Profitability of China operations

202z Costs

Source: USCBC 2022 Member Survey, Deutsche Bank
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Shorter economic cycles and greater volatility

Unpredictable political and international backdrop may exacerbate macro volatility, especially amid the build up in leverage in the

past decade across countries and sectors, as liquidity consolidates
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Leveraged loan issuance by Debt-to-EBITDA ratio
in %
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This means greater market swings and rethinking of safe havens /

In credit, investors may move up in quality and become more disciplined when it comes to credit metrics — reversing last decade’s
careless risk loading supported by low rates and central bank puts
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current or potential Banking clients the costs of travel, accommodations, or other expenses incurred by analysts attending site visits, conferences, social events, and the like. Similarly, without prior approval from Research Management and Anti-Bribery and
Corruption (“ABC”) team, analysts may not accept perks or other items of value for their personal use from issuers they cover.

Additional information relative to securities, other financial products or issuers discussed in this report is available upon request. This report may not be reproduced, distributed or published without Deutsche Bank's prior written consent.

Backtested, hypothetical or simulated performance results have inherent limitations. Unlike an actual performance record based on trading actual client portfolios, simulated results are achieved by means of the retroactive application of a backtested model
itself designed with the benefit of hindsight. Taking into account historical events the backtesting of performance also differs from actual account performance because an actual investment strategy may be adjusted any time, for any reason, including a
response to material, economic or market factors. The backtested performance includes hypothetical results that do not reflect the reinvestment of dividends and other earnings or the deduction of advisory fees, brokerage or other commissions, and any
other expenses that a client would have paid or actually paid. No representation is made that any trading strategy or account will or is likely to achieve profits or losses similar to those shown. Alternative modeling techniques or assumptions might produce
significantly different results and prove to be more appropriate. Past hypothetical backtest results are neither an indicator nor guarantee of future returns. Actual results will vary, perhaps materially, from the analysis.

The method for computing individual E,S,G and composite ESG scores set forth herein is a novel method developed by the Research department within Deutsche Bank AG, computed using a systematic approach without human intervention. Different data
providers, market sectors and geographies approach ESG analysis and incorporate the findings in a variety of ways. As such, the ESG scores referred to herein may differ from equivalent ratings developed and implemented by other ESG data providers in the
market and may also differ from equivalent ratings developed and implemented by other divisions within the Deutsche Bank Group. Such ESG scores also differ from other ratings and rankings that have historically been applied in research reports published by
Deutsche Bank AG. Further, such ESG scores do not represent a formal or official view of Deutsche Bank AG.

It should be noted that the decision to incorporate ESG factors into any investment strategy may inhibit the ability to participate in certain investment opportunities that otherwise would be consistent with your investment objective and other principal
investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered, and the investment opportunities available
to such portfolios may differ. Companies may not necessarily meet high performance standards on all aspects of ESG or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate
responsibility, sustainability, and/or impact performance.
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