FIDEURAM
INTESA SNNPAOLO
PRIVATE BANKING
Asset Management

MACROECONOMIC SCENARIO

The growth of the global economy recovered in the third quarter, thanks to the sharp acceleration of the US and
the recovery of economic activity in China. Our scenario now predicts a significant slowdown in the US economy,
but it should be noted that September’s figures (primarily consumption and employment) continued to be very
robust. The exacerbation of geopolitical tensions in the Middle East also represents a clear element of risk for the
global economy. In our baseline scenario the restrictive monetary cycle of the Fed and the ECB has come to an
end, however in the short term there are still risks of a further rise (particularly in the case of the Fed at its
meeting in mid-December). The persistently high inflation level is also making a turn in the direction of a rate cut
very unlikely for the time being.

EQUITY MARKETS

/ \ The portfolios maintain an equity overweight, which is based on above-expected earnings

dynamics thanks to a more favourable cyclical stability. In recent quarters, companies have

/ / been able to beat profit growth estimates and we expect that the figures for the third quarter

will confirm this trend and highlight an improvement in sequential growth, particularly in the

US. The valuations of the US market are not low, however we do not think that the current

macroeconomic context will lead to a particularly significant multiples compression. We expect growth to slow

down, but overall our cyclical view has improved and no longer includes a recession in the coming quarters. In

addition, the idea that bond yields are in the final phase of the rise contributes to a certain stabilisation of

valuations. Our preferred geographical areas continue to be the US and Japan, whereas we are neutral to

Emerging Markets and China, and underweight in Europe. Among the sectoral and thematic choices, we confirm
our favour for cybersecurity, dividend aristocrats and the oil sector.
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BOND MARKETS
/ \ The portfolios have changed their approach by lengthening their duration through the increase in
government bonds, both in the US and in Europe, to the detriment of credit risk. The rate hike was
/ / \ very fast and there is the idea of an excess in the short term, but we are also of the opinion that
from these levels it is appropriate to have a higher exposure in government bonds. The higher for
longer theory postpones the expectation that short-term rates will remain high for a long time and mechanically
pushes up longer maturities. However, we think that the persistence of restrictive monetary conditions for a long
period of time is not so acceptable to the economy and that rates can at least stabilise in a phase of growth below
potential. Despite being our preferred corporate credit sector, we are returning to a neutral view on investment grade
also with a view to financing government positions. We are underweight in high yield, which appears to be the
segment most vulnerable to tightening financial and credit conditions.
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USA: MORE SOLID THAN EXPECTED, AT LEAST FOR NOW

Economic performance recorded a clear improvement during Unexpected acceleration in employment
the summer: after four quarters of GDP growth consistently growth in recent months

slightly above 2% annualised, our estimate for the third quarter
predicts an acceleration to 4.1%, driven mainly by the strength
of consumption and exports. Employment growth also
accelerated unexpectedly from July, with a very strong figure in 400
September. Our scenario, however, continues to predict a
marked slowdown starting from the current quarter, associated

with a continuation of the decline in inflation (especially net of 200
the energy component). It is now widely assumed that the Fed
will keep rates unchanged at the next meeting ending on 1
November, however the risks of a further hike at the next 5
meeting in mid-December are not negligible. A i o PR CJani2S ApE2%
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EURO AREA: PERSISTENTLY WEAK GROWTH

After the marked worsening of the figures during the summer, some signs of stabilisation have emerged:
therefore, the decumulation of excess inventories in the manufacturing sector is coming to an end and the
decline in inflation, which will fall below 4% in the current quarter for the first time in the last two years,
supports disposable income and the outlook of private consumption, with a still solid labour market. We
maintain the scenario of substantial stagnation of GDP in the latter part of the year, however the downside
risks linked to the evolution of the new conflict in the Middle East, due to the negative repercussions on
energy prices and confidence, are weighing on us. The ECB should have made the last rate hike in September
and will now keep them stable “for a long time” (which has not been specified). Any measures to further
reduce excess liquidity will, in our opinion, be cautious and prudent.

CHINA: FIRST SIGNS OF STABILISATION IN THE REAL ESTATE SECTOR

In September, the unemployment rate fell to

GDP growth in the third quarter exceeded expectations, 5% the lowest level since November 2021

showing an acceleration to 5.3% annualised from 2% (revised
down from 3.2%) in the previous quarter, and can now easily Job market
reach the Government’s target for this year set at “around
5%” (we have revised our expectations from 4.9% to 5.2%). The
improvement phase that began in August continued in
September, with industrial production figures and, above all, &
retail sales exceeding expectations. Our scenario predicts a

continuation of the recovery in the current quarter as well. s
Although investments in the real estate sector showed a

further deterioration in yoy terms, both sales and new °

Total unemployment (LHS)
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construction showed an improvement.
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FIDEURAM ASSET MANAGEMENT ECONOMIC FORECAST
2022 2023* 2024* 2022 2023 2024*
Eurozone 3.4 0.5 0.5
1.0 1.9 1.1
China 3.0 53 4.8 2.0 04 1.2
Annual average growth, monetary policy rales are end of period. Refi rate for ECB. * Fideuram Asset Management Forecasts
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EQUITY MARKETS . /

Despite relatively subdued valuations, we maintain a slight underweight on European
equity markets where we see a less favourable macroeconomic situation and lower

ability of corporate profits to surprise, and more sequential weakness than the US also EUROPE
/due to the different sectoral mix and the lower weight of technology. After the D. []
outperformance in the first part of the year, we see a less favourable scenario, due to a SL,GAHTLY
/ context of gradual cyclical weakening as a result of the end of the previous fiscal e
stimulus, the weakness of Chinese consumption, and the ECB’s tightening monetary 9
policy. .
' The cyclical stability improves the expected earnings growth, which we expect to be UNITED STATES

above expectations this quarter as well and to show a sequential improvement thanks
also to the contribution of the technology sector. The valuations limit the absolute DD A |:|

Al upside and, in addition to favouring the growth and technological components, we have SLIGHTLY
started a process of gradual increase in the most defensive components as well, to the
detriment of the most cyclical components. .
We hold an overweight position due to the mix of attractive valuations and a rise in JAPAN

expected profits that depends on both cyclical (rise in inflation expectations and
financial sector profitability thanks to the loosening of the curve control by the Bol) DD A \:I
and structural elements (balance sheet restructuring and increase in investments). If e
confirmed beyond the cyclical horizon, the exit from deflation may represent a long-

term support element for the market, which goes hand in hand with corporate .
/ governance progress.

, China’s economic performance reduces the expected growth estimates of profits, but | EMERGING MARKETS
the valuations are supportive and the expectation of a stimulus phase by the Chinese
government authorities remains, despite the fact that so far the measures have DD A |:|
disappointed investor expectations . NEUTRAL

BOND MARKETS

We believe that the rise in ten-year rates close to 3% for the Bund and 5% for the
Treasury factors in a cyclical scenario that is decidedly stronger than our baseline,
GOVERNMENT which predicts a decline in growth below potential for the coming quarters
I:H:‘ D accompanied by a gradual reduction in inflation. On peripheral spreads we see room
A for a modest widening linked to the fiscal dynamics of some countries (Italy) but we do

SUCHILY not think of situations other than the normal times of volatility.

.The sector remains our preferred sector within the scope of corporate credit risk.
CORPORATE However, we are also returning to a neutral view to finance the increase in weight of
government bonds. Overall, the investment grade is characterised by a favourable mix
I:”:I Al |:| of rates and spreads that stabilises returns at attractive levels, however we prefer the
NEUTRAL government rate component at this stage due to its greater capacity to protect equity ®

risk.
' O

We are underweight on the high-yield segment to reflect the risk of worsening lending

HIGH YIELD standards and the impact on lower-quality loans of an increase in the cost of capital.

| Expected yields are attractive on a historical basis, and default rates are still low, albeit

Dn |:| rising slightly, but in the short term we expect spreads to be vulnerable in the event of
sushTLY a cyclical slowdown and in any event we prefer equities among the risky assets.

l We are neutral on emerging markets, due to the volatility of base rates and the
g EMERGING MARKETS . " o
relatively low level of spreads. In addition, the good performance of local currencies in
recent months and the recovery of the dollar leave us more favourable towards higher

) DI:I A D quality segments and lower fixed income volatility.

NEUTRAL
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POSITIVE PROFIT DYNAMICS THANKS TO A MORE FAVOURABLE CYCLICAL
/ STABILITY

/ The explosion of the conflict in the Middle East introduces greater geopolitical risks into the
/ global scenario. Although it is particularly complex to predict or model the probabilities linked
to a possible extension of the conflict, the market behaviour suggests that it is not necessary 0
to change the investment approach which currently remains based solely on economic-
! financial variables.

We therefore maintain our overall favour towards equity exposure without changing the
preference structure based on the United States and Japan, in view of substantial neutrality
towards emerging markets and China, and an underweight in Europe.

This positive approach is the result of a global growth that proved to be above expectations
; and which supported earnings dynamics capable of surprising upwards compared to
| / estimates.

1 In the US, the reporting season has begun and what we expect is — in line with market
expectations — a slightly positive earnings growth year-on-year, but which represents an
improvement in sequential terms compared to previous quarters. This prospect of income
solidity corroborates the positive approach towards equity exposure with particular reference

’ to the United States. The same earnings estimates show lower income capacity for Europe after

the outperformance recorded during the first part of the year. The reasons for this

misalignment include a different sectoral breakdown compared to the United States, mainly
due to a lower weight of technology, a sector that may still represent a key element in terms of
earnings growth in a forward-looking perspective.

However, while it is evident that the US market valuations are not cheap, the greater cyclical
tightness and rates in the final phase of the rate hike are elements that contribute to a certain
stabilisation of the multiples.

We maintain overexposure to the Japanese market for which macroeconomic (reflation,
productivity increase) and micro-economic improvements remain, thanks to corporate
governance reforms, which are likely to bring further progress in terms of corporate
profitability.

We confirm the neutral view towards emerging countries since the possible surprises of a
greater incisiveness of economic policy in China are countered by a certain scepticism of the
market on the income recovery capacity of the country and the area and geopolitical tensions,
with possible repercussions on currency dynamics and the price of commodities.
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MORE GOVERNMENT SECURITIES IN THE PORTFOLIOS

/ Recently, we have witnessed a rapid interest rate hike. In the US, among the underlying
/ dynamics, it is possible to identify a greater resilience of economic growth, the so-called
higher for longer theory, which mechanically pushes up rates on longer maturities, but
also imbalances between supply and demand (need for Treasury refinancing, QT, 0
reduction in purchases from China and Japan, etc.). A rather similar trend is observed in
the dynamics of European core rates, which moved upwards in line with the ECB’s
monetary policy expectations, propagating the effect of the current restriction and
communication along the curve. However, there are two elements of differentiation with
respect to the US, which include the fiscal aspects and the lower surprise capacity of
economic growth, respectively.

‘ This movement is based on the expectation of a robust growth and inflation scenario that
ol is able to withstand high real rates for a long time. We believe that the persistence of
/ restrictive monetary conditions for a longer period of time may not be sustained by the
economy and that therefore the higher for longer is not a condition of equilibrium for
the bond market. This assumption makes rates at these levels vulnerable in the event of a

growth phase below potential.

For these reasons, following the upward movement in yields, we are changing the
' approach towards the bond component, where an overweight of both European and US
government bonds is implemented.

The duration overweight is also defined through the use of inflation-linked government
bonds to capture the downward movement of real rates and also as a form of protection
against temporary inflation rises.

In view of an increase in duration through the government component, the positioning
towards investment grade credit returns from positive to neutral, while the underweight
on high-yield credit components and neutrality on emerging bonds remain unchanged.

Within the corporate credit segment, we continue to prefer quality credit due to the high

' yields, partly stabilised by the greater de-correlation between rate and spread, and the

more defensive nature. However, we prefer to reduce exposure in favour of government

‘ or government-backed solutions, which are more protective against equity risk, since the

o tightening of credit conditions for a longer period and the volatility of the base rate may
push towards a greater widening of spreads.
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DISCLAIMER:

This material has been prepared by Fideuram Intesa Sanpaolo Private
Banking Asset Management SGR S.p.A., which is an asset
management company enrolled in the register of the asset
management companies held by the Bank of Italy no.12 and belonging
fo the Intesa Sanpaolo banking group (“Fideuram Asset Management
SGR”or “SGR’).

This material has been prepared based on data processed by
Fideuram Asset Management SGR (and by other companies of Intesa
Sanpaolo banking group) and based on publicly available information
or other third-party sources; the opinion offered are based on sources
considered reliable and in good faith. Fideuram Asset Management
SGR does not guarantee the accuracy, completeness and reliability of
the data and information contained in this document and declines any
responsibility in this regard.

However, non-declaration of guarantee, explicit or implicit, is offered
the SGR on the accuracy, exhaustiveness and correctness of the
information. The opinions and forecasts herein are formulated
exclusively in reference to the document’s date of writing, and there is
no guarantee that results, or any other future events, will be consistent
with the opinions and forecasts contained herein.

None of the contents of this communication, or of any attached
documents, should be understood as research on investment matters,
or marketing communication, or as an offer, inducement, invitation,
solicitation or recommendation to buy or sell any security or financial
instrument or service or to pursue any investment product or strategy
or otherwise engage in any investment activity or as an expression of
an opinion as to the present or future value or price of any security or
financial instrument, nor as consulting on investment matters, of legal,
fiscal or other nature. The information contained in this material may
change as subsequent conditions vary.

The data, unless otherwise specified, do not take into account the
applicable tax regime.

This material may not be distributed or used for the purpose of offers or
Solicitations in the United States or in Canada or towards individuals
resident in any jurisdiction or in any circumstances in which such offers
or solicitations are unlawful or not authorized, or where there would be,
by virtue of such distribution, new or additional registration
requirements.

The SGR and its employees cannot be held liable for any potential
damages (even indirect or accidental) deriving from the fact that
someone may have relied on the information contained in this
communication and/or in any attached documents, and is not
responsible for any errors and/or omissions in the aforementioned
information.

This communication and its contents, including the contents of any
attached documents, may not be reproduced, redistributed, directly or
indirectly, to third parties or published, in its entirety or in part, for any
reason, without the prior written consent of the SGR.
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