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Market liquidity after the Russian invasion

Liquidity has deteriorated, predominantly in Eastern Europe FX
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Market positioning after the Russian invasion

The market is generally short European and Asian currencies, versus long USD and Latin America
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Macroeconomic picture after the Russian invasion

Record high divergence between consumer and business confidence
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FX performance since the Russian invasion

Monetary policy dominant driver for G10 Sovereign risk dominant driver for EM
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The commodity impact on FX was short-lived

Correlation between FX performance and

Very big change in terms of trade at peak impact commodities quite low
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Rate differentials have been dominating G10 FX market

EURUSD correlation with rates high since 2021 USD/JPY correlation sharply picked up in 2022
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The shape of the yield curve is very important for G10 FX

Shape of curve and impact on FX Current US curve shape supportive of USD
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USD outlook: peaking and significant weakness coming

The underlying US flow picture is rapidly deteriorating
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The 1984 Volcker experience

Dollar rallied as the Fed was hiking
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EUR/USD considerations

Strong non-linearities around negative rates

Cumulative European bond outflows, EURbn
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EUR/USD considerations

An energy embargo remains the biggest concern
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USD/JPY considerations
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Emerging Markets FX — growth the major driver, at risk

The growth differential with DM explains . . .
medium-term performance Pre-emptive EM hikes have provided Fed buffer

— Difference EM-US GDP, yoy growth rates
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Impact of Fed tightening on EM FX likely largest in Asia

Outside of China, no capital flows to unwind The main transmission of policy was via trade channel
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In China, there are capital flow and domestic growth risks

. Cond flows

Very large China capital outflows in Q1 Growth (COVID) uncertainty not helping
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Latest currency valuations

_ — World's cheapest
expensive T TRY NOKz g currency

More
expensive

—— DBeer larger distance from

—— FEER centre equivalent to a
FPP cheaper currency
— 2T EE
Deutsche Bank Research George Saravelos, Global Head of FX Research | +44(20)754-79118 | george.Saravelos@db.com

July 2018

17



Summary .

1. Monetary policy has been the dominant driver of G10 FX both before, and after
the Russia invasion. We expect this to continue.

2. Front-loaded Fed hikes are providing material support to the dollar. We see
Fed pricing peaking and a greater repricing in the rest of G10 so the dollar
should peak later in the year.

3. A gas embargo is the biggest downside risk to EUR/USD.

4. Growth dominates as a driver of EM FX. Downside growth risks — especially
out of China — will continue to be a major headwind.

5. Front-loaded monetary tightening and the absence of significant capital
inflows (excluding China) is however providing insulation to many EMs.
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Equity Rating Key

Buy: Based on a current 12-month view of total shareholder return
(TSR = percentage change in share price from current price to
projected target price plus projected dividend yield), we recommend
that investors buy the stock.

Sell: Based on a current 12-month view of total shareholder return,
we recommend that investors sell the stock.

Hold: We take a neutral view on the stock 12 months out and, based
on this time horizon, do not recommend either a Buy or Sell.

Notes:

1. Newly issued research recommendations and target prices always
supersede previously published research.

2. Ratings definitions prior to 27 January, 2007 were:

Buy: Expected total return (including dividends) of 10% or more
over a 12-month period

Hold: Expected total return (including dividends) between -10%
and 10% over a 12-month period

Sell: Expected total return (including dividends) of -10% or
worse over a 12-month period
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Additional Information

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources believed to be reliable, Deutsche Bank makes no
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as agent for another person.
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of communication may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies, perspectives or otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity securities of the issuers it writes on. Analysts are
paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment banking, trading and principal trading revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank provides liquidity for buyers and sellers of securities
issued by the companies it covers. Deutsche Bank research analysts sometimes have shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing longer-term ratings. Some trade ideas for equities are listed as Catalyst Calls on the Research Website
(https://research.db.com/Research/) , and can be found on the general coverage list and also on the covered company’s page. A Catalyst Call represents a high-conviction belief by an analyst that a stock will outperform or underperform the market and/or a specified sector over a time
frame of no less than two weeks and no more than three months. In addition to Catalyst Calls, analysts may occasionally discuss with our clients, and with Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a near-term
or medium-term impact on the market price of the securities discussed in this report, which impact may be directionally counter to the analysts' current 12-month view of total return or investment return as described herein. Deutsche Bank has no obligation to update, modify or
amend this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and company-specific economic prospects make it difficult to update
research at defined intervals. Updates are at the sole discretion of the coverage analyst or of the Research Department Management, and the majority of reports are published at irregular intervals. This report is provided for informational purposes only and does not take into account
the particular investment objectives, financial situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a product of the
analyst’s judgment. The financial instruments discussed in this report may not be suitable for all investors, and investors must make their own informed investment decisions. Prices and availability of financial instruments are subject to change without notice, and investment
transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the investment. Past performance is not necessarily indicative of
future results. Performance calculations exclude transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of the previous trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is also
sourced from Deutsche Bank, subject companies, and other parties.

The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with respect to our research are available on our website
(https://research.db.com/Research/) under Disclaimer.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay fixed or variable interest rates. For an investor who is long fixed-rate instruments (thus receiving these cash flows), increases in interest rates naturally lift the
discount factors applied to the expected cash flows and thus cause a loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among
the most common adverse macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets holding limits for different types of investors), changes in tax policies, currency convertibility (which may
constrain currency conversion, repatriation of profits and/or liquidation of positions), and settlement issues related to local clearing houses are also important risk factors. The sensitivity of fixed-income instruments to macroeconomic shocks may be mitigated by indexing the
contracted cash flows to inflation, to FX depreciation, or to specified interest rates — these are common in emerging markets. The index fixings may — by construction — lag or mis-measure the actual move in the underlying variables they are intended to track. The choice of the proper
fixing (or metric) is particularly important in swaps markets, where floating coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. Funding in a currency that differs from the currency in which coupons are
denominated carries FX risk. Options on swaps (swaptions) the risks typical to options in addition to the risks related to rates movements.

Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk. The appropriateness of these products for use by investors depends on the investors' own circumstances, including their tax position, their regulatory environment and the nature
of their other assets and liabilities; as such, investors should take expert legal and financial advice before entering into any transaction similar to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can be substantial. As a
result of the high degree of leverage obtainable in futures and options trading, losses may be incurred that are greater than the amount of funds initially deposited — up to theoretically unlimited losses. Trading in options involves risk and is not suitable for all investors. Prior to buying or
selling an option, investors must review the "Characteristics and Risks of Standardized Options”, at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the website, please contact your Deutsche Bank representative for a copy of this
important document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange rates can be volatile and are subject to large fluctuations; (ii) the value of currencies may be affected by numerous market factors, including world and
national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government-imposed exchange controls, which could affect the value of the currency. Investors in securities such
as ADRs, whose values are affected by the currency of an underlying security, effectively assume currency risk.
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