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Persistently high inflation rates and a significant increase in interest rates are weighing on
economic momentum and pushing up volatility on the financial markets. In addition,
geopolitical tensions are in place that favour safe-haven flows. We regard the medium and
longer maturities of US Treasury bonds as attractively valued but advise to pursue a diversified
investment strategy for riskier assets. We envisage a volatile sideways movement for the
equity market and recommend overweighting defensive sectors.

Investment Strategy 4Q 2022: Economy
Govt. bond yields Dec. 2022 The persustently .h|gh US inflation is eroding (eal househo!d income, an_d the
Germany (10Y) 180 dragtlc increase in interest rates has a negative effect on investments, in
USA (10Y) 320 Pparticular on the real estate market. The US labour market remains robust
with low unemployment and high demand for labour. US inflation may have
Currencies Dec. 2022 peaked, but we expect a more substantial decline only from spring of 2023
EURUSD 103 onwards. The Eurozone economy is also suffering from the high inflation,
CHF 098 albeit amid a different set of driving forces. In particular, the rapid increase
) in natural gas and electricity prices since 2021 is now reaching households
Equity Performances Dec. 2022 . . R . .
Giobal > 0% and companies with a tlmellgg, a grovv_mg_number of whlch rely on .
Europe a 5%/ 0%  dovernmental support to mitigate the rise in costs. In view of the challenging
USA ? 0%/ +5%  environment, we forecast a significantly lower momentum of growth for the
Source: Erste Group Research Eurozone GDP in 2023. Inflation dynamics should abate in the coming year,
and our base-case scenario is grounded on the assumption of lower
average energy prices.
Bonds
The US Fed is continuing to tighten its monetary policy at a high pace, not
the least as persistently high inflation and a robust labour market justify
rapid action. While the cycle of interest rates is not yet over, questions are
emerging as to when rates will peak. The yield curve has been inverted for
a while now, reflecting expectations of interest rates falling again. The US
bond market has been very volatile in recent months, looking for guidance.
The valuation of medium and longer maturities is currently attractive. In view
of the still supportive level of interest rates, the ECB has initiated a quick
tightening of its monetary policy. The development of the energy crisis will
be a decisive factor for the extent by which interest rates will be raised. The
Prices as of bond markets will remain volatile due to downside risks for the economy
03.10.2022, 22:00 and upside risks for inflation. We are unlikely to see stabilisation setting in

before the end of the rate hikes becomes predictable.
Report Created

05.10.2022, 15:00 )
Currencies

Report published The uncertain geopolitical environment and the energy crisis are weighing
05.10.2022, 15:10 on the euro in particular, both against the US dollar and the Swiss franc.
The latter are considered safe haven currencies. A calmer European energy
Editor markets would support the euro. Real negative yields continue to support
Fritz Mostbock, CEFA the go]d price_
Head of Group Research
Equities
The global equity market should trend sideways in 4Q, with high volatility.
We expect a positive performance of the US equity market and a negative
Note: performance in Europe. Defensive sectors such as healthcare or non-
Our estimates are in absolute and not in relative cyclical consumer should be overweighted in the current environment.
terms. Bond yields and equity market returns in Quiality stocks with high dividend yields are also attractive.

local currencies. Past performance is not a reliable
indicator of future performance.
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Yields Estimates
current 4Q22 1Q23 2Q23 3Q23
Germany 1.82 1.80 1.80 1.80 1.80
» Austria 2.50 2.20 2.10 2.00 2.00
S us 3.58 3.20 2.90 2.80 2.80
= CEE
é Czech Republic 5.30 4.37 4.16 3.89 3.67
2 Hungary 9.80 8.18 8.08 7.35 6.94
' Poland 7.10 6.00 6.10 5.90 5.80
Romania 8.60 8.50 8.25 8.00 7.75
Source: Erste Group Research estimates
Currencies Estimates
current 4Q22 1Q23 2Q23 3Q23
< EURUSD 0.99 1.03 1.05 1.06 1.08
3 CHF 0.97 0.98 0.99 1.00 1.01
© Gold (USD) 1,708 1,700 1,720 1,740 1,740
CzK 24.6 24.5 24.4 24.3 24.2
W HUF 423 390 385 380 380
O PLN 4.86 4.75 4.70 4.66 4.65
RON 4.95 5.00 5.02 5.05 5.07

Source: Erste Group Research estimates

Equities Estimate
4Q 2022
(Global * » 0% usD
Europe A -5% 0% EUR
USA ” 0% +5% USsD
2 | CEE ? 0% +5% EUR
'q% Emerging Markets
@ | Brazil 7 ] 0% +5% BRL
India ” 0% +5% INR
China A -5% 0% CNY
Technology .l 0% +5% usD
Health Care ? 0% +5% usD
Consumer Staples .l 0% +5% usD
«» | Energy .l 0% +5% usD
S| Utility a -5% 0% uUSsD
g Telecom A -5% 0% usD
Basic Materials A -5% 0% usD
Industrials A -5% 0% usD
Consumer Discretionary A -5% 0% usD
Financials A -5% 0% usb
Source, Erste Group Research estimates
Erste Group Research — Global Strategy 4Q 2022 Page 3



Erste Group Research

Global Strategy | All Assets | Global

October 2022

Economy expected to stagnate
in the second half of 2022

2022 GDP growth of 2.7%

2022 inflation: 8.3%

Eurozone Economic Outlook

Historic energy crisis burdens growth outlook

Since the beginning of 2021, European gas and electricity prices have
recorded a rapid increase, which, with a slight delay, has now been
affecting households and businesses since summer 2022. We are at a point
where the situation is so dramatic that small and medium-sized enterprises,
in particular, could fall into insolvency without government support. Private
households are also dependent on state aid given that electricity and gas
costs have been exploding. In this environment, the growth outlook has
therefore deteriorated considerably, not the least on the back of the current
slump in sentiment data. In this environment, we forecast stagnation in the
Eurozone economy for the second half of the year, with currently substantial
downside risks to this outlook.

With global growth prospects currently also in a cooling phase, exports will
not be a supporting factor for the Eurozone economy in the coming months.
In addition to high inflation, rising interest rates also pose a downside risk to
the economy. The real estate sector, in particular, having been an important
pillar of the economy in some countries in recent years, will probably suffer
from the rapid rise in interest rates.

Thanks to the first period of complete freedom of travel within the EU in two
years, Spain and Italy in particular recorded an above-average economic
performance in the first half of 2022. In addition, both countries have
already benefited considerably from EU recovery funding in the current
year. Thanks to this robust development in the first half, we expect
Eurozone GDP growth of 2.7% for 2022. For 2023, we forecast a
significantly lower GDP growth momentum of 1.0%, given the challenging
environment.

Due to the strong increase in energy and food prices, we have raised our
2022 inflation forecast to 8.3%. Assuming a gradual easing of European
energy prices, we expect inflation to recede to 5.1% in 2023.

Energy crisis dampens growth outlook Significant increase in inflation expected for 2022
Eurozone GDP growth vs. output gap
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US Economic Outlook

Hardly any change in US economy expected for 4Q

We expect weak growth rates in the US for the third quarter. Persistently
high inflation continued to erode households' real incomes. Sharply rising
interest rates and volatile stock markets weighed on sentiment, creating a
negative effect on investments especially in the housing market. The robust
labour market was supportive of the economy, on the other hand. The
unemployment rate remained very low and demand for labour high. This
environment is unlikely to change in the fourth quarter. We expect only a
slight weakening of the labour market, because an economy that has been
stagnating for more or less four quarters should have some effect. However,
the effects of any downturn of the labour market are expected to have a
minor impact on the economy. This is because the number of job openings
is so high that a decline would have little or no impact on household
spending. On the whole, the setting in the fourth quarter indicates a quarter-
on-quarter growth rate of 0% for the US economy.

Economy to remain sluggish

Slow decline of inflation until end The primary topic for financial markets will continue to be inflation.

of year Currently, there are three segments that account for almost two-thirds of the
US inflation rate, all of which are set to decrease. Oil prices are now far
below the peak of spring 2022, and the contribution to inflation from this
factor will initially decline and then turn negative. As regards food, globally
declining or stabilizing wholesale prices means we may also expect food
prices at supermarkets to flatten. The third price driver at present are
housing costs, which are now exhibiting the delayed effects of the earlier
boom on the US housing market. Due to the sharp rise in interest rates, the
real estate market collapsed in the course of this year. However, prices
have only started to decline recently and to a relatively small extent.
Therefore, any effects on inflation will take some time to show, probably not
until the spring of next year. For the inflation rate trend, this means a slight
decline (as of October) to 7.4% by the end of the year. In the first half of
2023, inflation is expected to decrease substantially, and we expect it at
around 3% by mid-2023.

Demand for labour remains high Three main drivers of US inflation
Open (private) jobs, in thousands Inflation y/y in %
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CEE Economic Outlook

Recent economic developments (weakening external environment, market
sentiment pointing to contraction in the industry sector, plummeting
consumer confidence to levels last seen during the 2012 recession) forced
a major downward revision of 2023 GDP growth forecasts across the
region, with the CEE8 average growth dropping to 1.3% next year, from the
previously expected 3%. Distress over the gas supply during the coming
winter only adds to the already high level of uncertainty and concern.

The growth of private consumption and investment has slowed across the
region. It suffered the most in Czechia (growth dynamics dropped from
8.0% y/y in 1Q to a meager 0.2% yly in 2Q), reflecting households’
pessimism about the current and future situations. In the case of
investments, the growth was stronger compared to the beginning of the year
in Poland, Romania and Serbia. Monetary tightening and surging inflation,
which have pushed the growth of real wages into negative territory, are yet
to take a toll in other countries, as we expect private consumption growth to
drop visibly in the second half of the year and in 2023.

So far, the labor market has not shown any major deterioration, as CEE
economies began to slow in the second quarter. The unemployment rates
show the first signs of worsening in some of the CEE countries, however. In
Hungary and Croatia, the unemployment rate increased in July, while in
Poland and Slovakia, the unemployment rate remained flat. Furthermore,
the number of job vacancies went down in the second quarter in Czechia,
Croatia and Romania.

Inflation keeps surging. Compared to the beginning of the year, the inflation
rate is up 5 percentage points in Serbia and as much as 7 percentage
points or more in Romania, Czechia and Hungary. The peak of inflation is
still ahead in many CEE countries, however, as costs of housing are
expected to rise substantially, with higher electricity prices fully reaching
households and businesses only over the coming months. Next year,
external factors such as oil and food prices favor easing inflationary
pressure. However, headline CPI will remain elevated next year and well
above the central bank’s target, as underlying demand pressure is high as
evidenced by constantly increasing core inflation.
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Export growth of developed economies
with China vs. China credit growth (y/y)
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Emerging Markets Economic Outlook

China

China's economy continues to suffer from corona-related lockdowns
and a slowdown in the real estate sector. As a consequence, the Chinese
economy shrank by 2.6% in 2Q 2022 as compared to the previous quarter.
However, leading indicators for 3Q have slightly recovered, especially in the
service sector. Therefore, stabilisation or limited growth can realistically be
expected for 3Q. For the full year of 2022, the IMF expects historically low
GDP growth of 3.3% given the challenging environment.

Xi should be confirmed as head of state for another five years at the
20" Party Congress in October. This probably means a continuation of
Xi's strongly ideological, nationalistic course, where economic
considerations play a subordinate role. It will increase the pressure on
European companies to reduce dependencies on China in order to better
diversify value chains, from a geopolitical perspective. However, the
confirmation of another term in office for Xi should remove existing
uncertainties that currently still hinder investment at the local level. This
increases the probability of a short-term recovery of the economy. An end to
the zero-covid policy would also be very helpful for growth prospects, but
this is likely to happen in the first half of 2023 at the earliest.

The momentum of credit growth suggests a bottom may have been
found. Although credit growth has picked up thanks to the central bank's
easing measures, the reaction of the real economy remains subdued. The
difficult situation is also reflected in the declining momentum of German
exports to China.

India

The Indian GDP increased by +13.5% in 2Q, thus achieving its highest
growth rate since 2Q 2021 (+20.1%). The robust domestic demand of
Asia’s third-biggest economy supported GDP growth. The large service
sector in particular benefited from the loosening of COVID-19 mobility
restrictions. Investment rose by 20.1% y/y, and private consumption
increased by 25.9%. Government spending rose by 1.3%. The latest
economic data confirm the positive growth prospects for India. In August,
the important purchasing managers' index for the service industry improved
to 57.2 points.

In its latest forecasts of 30 September, the Indian central bank (Reserve
Bank of India; RBI) expects economic growth of +7.0% y/y (previously:
+7.3%) in the coming fiscal year (until the end of March 2023) at an inflation
rate of 6.7% (unchanged). Due to sustainably high inflation (August: 7.0%),
the RBI has raised key-lending rates by 190bps since May to now 5.9%.
With inflation above the target range of 2 to 6%, the central bank aims to
further dampen inflation expectations to counter second-round effects.
However, the RBI expects the rate hikes to now bring inflation close to the
4% target within two years.

The market consensus therefore expects another interest rate
increase by the end of the year to then 6.1%. The Indian rupee has
depreciated recently against the US dollar, much like most of the other
currencies worldwide. In the year to date, the Indian currency has shed 9%
relative to the USD but has gained 5% vs. the EUR. 10Y government bonds
are currently traded at a yield of 7.4%, after 6.4% at the beginning of the
year.
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Brazil: sentiment of industrial indices
60

55

: A W A v\\ :

a
3

13 14 15 16 17 18 19 20 21
Conditions: 49,6 (Q1 22)
Sources: Datastream, Erste Group Research

Brazil: industrial production and retail
sales yly

40
30

20

! il \
K WHWWW

12 13 14 15 16 17 18 19 20 21
Ind. Production: -0,4% (Apr 22)

Sources: Datastream, Erste Group Research

Brazil

GDP is expected to grow by 2.5% (y/y) in 2022 and by 0.9% (y/y) in
2023. Industrial production should decrease by 0.2% (y/y) this year. Private
consumption is expected to increase by 3.5% (y/y) in 2022. However,
consumption growth is forecast to slow to 0.9% (y/y) next year. Public
consumption should rise by 0.9% (y/y) this year and by 0.2% (y/y) in 2023.

The purchasing managers’ sentiment in the industrial sector has
improved slightly in recent months. This goes for the assessment of the
current situation as well as for the expected future development.

The unemployment rate in 2022 has fallen sharply compared to the
previous year. It should come out at 9.8% for 2022 and remain at about the
same level next year. The inflation rate is expected to fall significantly from
9.3% (yly) this year to 5.1% (y/y) next year. Exports will increase by about
2.1% (yly) in 2022, while imports should decline slightly by 1.4% (y/y). The
expected current account deficit will narrow slightly to -1.2% in terms of
GDP this year. The fiscal deficit remains strongly negative in 2022 at about -
7.4% in terms of GDP.

The key-lending rate has been raised twelve times since March 2021
and is now at 13.75%. By the end of 2023, it should fall to 10.85%. The
Brazil real was one of the most stable currencies relative to the US dollar
last quarter. According to the consensus forecast, the Real should
appreciate slightly against the US dollar until the end of the year.
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Interest rate outlook clearer at
end of quarter

Volatility on bond markets to
continue

Energy prices expected to
decrease further
European wholesale prices, indexed
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Euro Zone Yield Forecast 4Q 2022
ECB Main Refinancing Rate 2.50 %
German Bund 1.8 % (10-yr.)

Impact of the energy crisis

In the fourth quarter, bond investors will again focus on the extent to which
the ECB will raise interest rates. This is more difficult to assess for the euro
area than for the US. Interest rates in the US are already high, and
therefore, the upwards potential is limited. A much more significant
difference, however, is that Europe is in the midst of an energy crisis with
effects that cannot yet be estimated. The risks created by the crisis involve
varying factors. On the one hand, it is not clear how many companies will be
able to pass on the higher energy costs to customers, and therefore, how
much more inflationary pressure will heighten. On the other hand, no one
knows the extent of the damage the higher energy costs will cause to the
economy, regardless of whether due to weaker demand or higher
insolvency rates. The current focus of the ECB is on raising interest rates
quickly. This is because interest rates still have a stimulating effect and are
not at all appropriate for the current situation. Therefore, we expect a rate
hike of 75 basis points (bp) at the October meeting. However, the divergent
factors described above make the outlook after this meeting all the more
uncertain. By the December meeting of the Governing Council, we expect
European wholesale energy prices to have dropped to levels that will give
the ECB reason to anticipate decreasing inflationary pressure. In
conjunction with a weak economy, this indicates a smaller interest rate hike
of 50 bp. These trends should continue and we expect to see a further
slowdown of the ECB’s pace and a rate hike by 25 bp at the beginning of
February. As price pressures should continue to ease, interest rates are
expected to remain unchanged after February.

Bond markets are expected to remain volatile, reflecting the high degree of
uncertainty regarding the economy and inflation. Stabilization should set in
once the further development of key interest rate hikes becomes clearer,
which is something we expect before the end of the year. We also expect a
further flattening of the yield curve which should even become inverse. The
yield spreads of other countries versus Germany are also expected to
remain volatile. However, we do not see any continued widening ahead, as
the ECB’s available tools should prevent this.

Curve expected to flatten

Yields on German government bonds by maturity, in %
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Source: Market data provider, Erste Group Research
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End of rate hikes to become
clearer later in quarter

Bond market expected to react
with lower yields

usS Yield Forecast 4Q 2022
Federal Funds Rate 4.00-4.25%
US Treasuries 3.2 % (10yr.)

How high will US interest rates rise?

At the September meeting of the interest rate-setting body of the US Fed
(FOMC) rates were raised by 75 basis points (bp) with an outlook of
continued steeply rising interest rates for now. Although the quarterly survey
of meeting attendees is in no way binding for future interest rate decisions,
in the current environment it serves as a good indication, because the next
few months are decisive. The median of the survey of participants estimates
Fed funds rate to rise by a further 125 bp by the end of the year. In 2023,
only an additional 25 bp are projected. We expect a 75 bp rate hike at the
November meeting. The inflation figure for September that will be published
by then is not expected to signal any easing, and neither will the upcoming
figures from the labour market. By the time of the December FOMC
meeting, however, there should be at least a slight easing in these areas,
and together with the interest rate levels reached by then, interest rate hikes
should become smaller. Therefore, we expect interest rate hikes of only 25
bp for December and January, respectively. The recent developments on
financial markets indicate the risk of a smaller rate hike already in
November. However, we would be surprised if sluggish stock markets and
rising yields on bond markets were to impress the FOMC. Because the
Committee is prepared for "economic pain" and it implied continued higher
interest rates at the last meeting.

The bond market has been extremely volatile over the past few months, and
thus reflected the environment. Surprisingly minor declines in inflation and
statements by central bank representatives drove interest rate expectations
higher in the past few weeks. For some time now, the inverse yield curve
has been pointing to expectations that key lending rates will rise to levels
that will be only temporary. The unanswered question has been "only" at
precisely which level. Slower rate hikes should make it easier for markets to
estimate the peak of the key rate. This should considerably reduce a major
factor of uncertainty for the market. The result should be lower yields on
medium and long maturities, whose valuations we are currently classifying
as attractive.

Key Interest Rate Projections of FOMC Members USyield curve to become more inverse
Median of September survey, rounded in % US government bond yields by maturity, in %
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CEE Government Bonds Yield Forecast 4Q 2022
Czech Republic 4.37% (10Y)
Hungary 8.18% (10Y)
Poland 6.00% (10Y)
Romania 8.50% (10Y)

Skyrocketing inflation, with its risks of wider second-round effects and
concerns around de-anchored inflation expectations, have led local central
banks to tighten their monetary stances at a brisk pace. Yet, they are now
walking a finer line, as the attempt to tame soaring inflation needs to be
weighed against an expected slowdown in economic activity in the quarters
ahead. It seems that monetary tightening has come to an end in Czechia
and Poland. In Romania, tightening will likely continue at a reduced speed,
while in Hungary and Serbia, the central banks stepped up the pace of
interest rate increases. On top of that, the Hungarian central bank decided
to introduce additional measures in order to reduce interbank liquidity and
increase the effectiveness of its transmission mechanism.

Volatility has been the name of the game for free-floating CEE currencies in
3Q22 as well. Although the movements were not as pronounced as earlier
in the year when the war in Ukraine broke out, the forint and zloty have
weakened. The underlying weakness of the Hungarian currency is
predominantly due to the dispute with the EU over rule of law issues and the
threat of cuts or freezes of EU funds, as well as the high dependence of the
country on Russian gas. On the other hand, the koruna and leu have seen
mild appreciation — though both have benefitted from central bank
interventions, especially the former. Going forward, external developments
will likely dominate and weigh on CEE currencies in the near term.
However, as these subside, the fundamentals point to a gradual
appreciation of most of them.

Although government bond yields on major markets continued to head north
during the summer, on rising expectations of earlier and bolder actions
needed from both the FED and ECB, yields on LCY bonds corrected in all
CEE countries except for Hungary. The main reason behind the correction
was that the bulk of monetary tightening had already been completed in
CEE, while downward risks to the growth outlook and the appearance of the
first cracks in domestic demand started to weigh on considerations of
whether further tightening is needed at all. As a result, yields declined and
the spread on 10Y government bonds in Czechia, Poland and Romania
while Hungarian bonds have moved in the opposite direction.

Erste Group Research — Global Strategy 4Q 2022 Page 11



Erste Group Research
Global Strategy | All Assets | Global
October 2022

Corporate bond yields rose sharply in

3Q

Yields* in % over time
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High Yield

High-yield spreads already pricing in recession scenario

In 3Q, HY (+0.3%) outperformed IG corporate bonds (-3.3%). Until mid-
August, credit spreads tightened significantly. Since then, they have
widened again in all rating categories. The main reason for this is the
Ukraine war and, as a consequence, distortions on the energy market.

High energy prices are increasingly reducing the competitiveness of
European industry. Energy price hedges are expiring. High inflation rates
are impacting private consumption. Leading economic indicators weakened
further in 3Q. To combat inflation, the ECB will raise key interest rates
further. Rising German Bund yields are weighing on fixed-income securities.
Supply chain and logistics problems persist. In September, Russia halted
gas deliveries through Nord Stream I. The partial mobilization makes an end
to the Ukraine war a distant prospect. The details of the new Italian
government's policies are not yet known, but they are a risk factor for the
capital market.

The EU and national governments will provide relief for energy-intensive
companies and households. In the medium term, EU electricity market
reform could dampen energy prices. EU-wide well-filled gas storage
facilities (88%; AGSI) should largely prevent gas rationing. The gas price
declined in September. Issuers' credit metrics are relatively strong. Their
interest coverage ratios remained relatively stable in 1H 2022 across all
sectors in both the IG and HY segments. More expensive refinancing will
weaken them only slowly. Low short-term refinancing needs should keep
defaults in the HY segment low, at least in 4Q.

Decreasing net debt/EBITDA ratios are expected in the oil & gas and
utilities sectors. For utilities, a distinction has to be made between those
producing electricity mainly from (expensive) gas and those producing it
cheaply from renewable sources. The former suffer, the latter benefit.
Excess profit taxes should not significantly burden the credit profiles of
highly profitable oil & gas groups. Within the HY segment, the net
debt/EBITDA ratio in 1H 2022 actually decreased slightly in the telecom
sector. It is not completely spared from high energy costs, but is a safe
haven due to stable cash flows. The situation is challenging for many
energy-intensive issuers (e.g. paper, chemicals, steel industries). However,
it is necessary to differentiate. German fertilizer producer K+S, for example,
reported in August that the effect of higher selling prices is outweighing cost
increases for energy, materials and logistics. Even in a scenario with gas
availability reduced by 25% in 4Q, K+S forecasts a strong EBITDA increase
compared to 2021. At the Austrian chemical group Borealis, price increases
for plant nutrients also overcompensated for high natural gas prices (at least
in 1H 2022).

HY bonds are already pricing in a recession. We see them fairly valued on
average and recommend diversified investments in HY and IG hybrid
bonds. Since the beginning of October, the ECB has given preference to
bonds from more climate-friendly issuers when reinvesting from its IG
corporate bond portfolio (EUR 344 bn). Bonds from issuers with good ESG
profiles should benefit slightly from this.
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We expect a weaker US dollar

Currencies
Forecast 4Q 2022

US-Dollar 1.03

When will the Europe risk be priced out?

The outlook for the US dollar for the coming months is particularly difficult in
the current environment. The exchange rate is not only determined by
expectations for the development of key-lending rates in the two currency
areas. The risks for Europe arising from the energy crisis and a further
escalation of the conflict between the West and Russia are certainly a
determinant of the currently very strong US dollar.

At the moment, the euro is traded below one US dollar, which was last the
case about 20 years ago. The interest rate differential alone would tend to
support a euro exchange rate slightly above one US dollar. Our underlying
assumption is that energy prices in Europe will be declining in the course of
the fourth quarter, basically because the gas storage levels that have
already been reached do not suggest any shortages. With regard to the war
in Ukraine, we expect conventional warfare to continue and not to exceed
the current scale. As a whole, it should thus be possible to avoid an energy
crisis and the escalation of the war. This should price out risks for Europe
that we currently see priced in, which should cause the euro to appreciate.
However, the path there will probably be very volatile. After that, the
development of the interest rate differential between the two economic
areas will again be the decisive factor for our forecast. Said differential
should narrow slightly for the time being, lending support to the euro.
Assuming that we are correct, speculation on an interest rate cut in the USA
should start in the spring of 2023, which would suggest a further gradual
depreciation of the US dollar.

US dollar should weaken
EURUSD
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SNB sees increasing risk of
second-round effects

High geopolitical risks
favouring the franc

Forecast 4Q 2022

Swiss Franc 0.98

SNB increased key-lending rates significantly by 0.5% in September

The SNB continued to tighten its monetary policy in September, raising the
SNB key-lending rate and the interest rate on sight deposits by a drastic
75bps to 0.5%. This is intended to counteract the increased inflationary
pressure in Switzerland and prevent the broad spread of inflation to goods
and services. The necessity of further interest rate hikes in the foreseeable
future in order to stabilise inflation within the range of price stability in the
medium term cannot be ruled out, according to the SNB. In order to ensure
appropriate monetary conditions, the SNB is also prepared to intervene on
the foreign exchange market.

The SNB currently sees increased risks of inflation spilling over to broader
segments of goods and services (second-round effects). Given this
assessment by the central bank, we believe there is increased risk of
another interest rate hike in December. However, the SNB regards the
recent appreciation of the franc as monetary tightening. This should have a
dampening effect on future rate hikes. Taking all these aspects into
consideration, we currently expect a further rate hike of 50 or 75bps at the
next SNB meeting. The development of inflation data as well as the
exchange rate development of the franc in the coming months will decide on
the size of the step.

The SNB has raised its conditional inflation forecast for 2022 to 3.0%
(previously 2.8%) and for 2023 to 2.4% (previously 1.9%). For 2024, the
SNB now envisages an inflation rate of 1.7%. This would be equivalent to
achieving the SNB's price stability target. The inflation forecast for
Switzerland thus remains significantly below the inflation expectations for
the Eurozone.

The current, challenging environment of sustainable inflationary pressure at
the global level and high geopolitical risks continues to favour the franc as a
safe haven currency. The shift to the right in Italy after the parliamentary
elections poses additional risk of a weaker euro. However, we currently
assume that the situation on the energy markets in Europe should ease
from the end of October onwards, because Europe's gas storage facilities
will be almost fully stocked before the beginning of winter. In this
environment, the euro should be able to appreciate slightly against the
franc. However, should the Ukraine war come to a head, the franc could
strengthen strongly against the euro at any time. Even Putin's
announcement of a partial mobilisation of Russian armed forces triggered a
short-term spike of the franc against the euro on the morning of 21
September.
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Gold in USD
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Forecast 4Q 2022
Gold in USD 1,700

The gold price decreased by 8.3% (in USD) in 3Q, extending the year-
to-date loss to -9.0%. In EUR, gold edged lower by 1.8%, curbing the
aggregate gain to +5.9% in the year to date.

The Fed's recent rate hikes and the rise in US yields have caused
negative real yields to increase. At the same time, the USD has also
appreciated substantially against most currencies. Opportunity costs from
increased US yields and from the firm USD reduced private demand for
gold last quarter. In line with the weakened demand, the gold price
decreased.

Global exchange-traded ETFs incurred outflows of USD 51 tonnes
(USD 2.9bn) in August. This was the fourth consecutive month of outflows.
US ETFs recorded the majority of such outflows from gold funds at 40
tonnes. In Europe, the decline was the smallest at 4 tonnes. In the year to
date, the gold holdings of ETFs have increased by 102 tonnes. Despite the
recent outflows, inflows also outweigh outflows globally in a 12M
comparison. The increase amounts to 3.6% (y/y).

Global central banks have been net buyers of gold in the past five
months. That being said, net purchases have fallen in recent months (from
net 60 tonnes in June to net 20 tonnes in August).

Global gold purchases by central banks (in tonnes)
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The strong USD and the rising US Fed funds rate and yields are a
negative factor for the gold price performance. However, the global
slowdown in economic growth and the falling earnings growth among
companies should support demand for gold in the medium term. The high
geopolitical risks remain an important factor as well, facilitating a positive
performance.

Outlook: the currently uncertain economic environment and the
persistently negative real interest rates support the gold price. We
expect the price to increase to about USD 1,700 in 4Q.

Erste Group Research — Global Strategy 4Q 2022 Page 15



Erste Group Research
Global Strategy | All Assets | Global
October 2022

Earnings and sales growth (y/y, %
Net Profit
22e

North America 10.5% 8.5%

Europe 83% - 9.3%

Asia -0.9% - 1.4%

EM Asia 3.6% -2.2%

EM LatAm 15.9% 19.7%

-0.4%
Sources: Erste Group Research Index, FactSet.

Global equity sector performance 3Q 2022
Erste Global 1000 index, EUR
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Stocks
Forecast 4Q 2022

Global 0%

The global equity index gained 0.2% in 3Q. Consumer goods (cyclical
and non-cyclical), energy, the industrial sector, and healthcare showed
relative strength vis-a-vis the overall market in 3Q. The sector indices of real
estate, telecoms, and commodities closed the quarter at the bottom of the
list.

The US Federal Reserve raised the Fed funds rate three times in 3Q to
combat high inflation rates and continued to reduce its balance sheet.
Rising yields and Fed funds rates, energy price increases, and the
weakening of the global GDP growth outlook led to a risk-off mode among
investors and increased levels of volatility in the global equity market index
in 3Q.

The 2Q reporting season turned out very well in both the US and
Europe. Positive earnings surprises clearly outweighed negative ones in
both regions.

The overall company outlook for 3Q was less positive. 61% of the US
companies issuing earnings guidance communicated negative expectations.
The share of negative earnings outlooks was highest in the commodities
and non-cyclical consumer goods sectors and lowest in technology and
healthcare.

On a global scale, positive surprises in economic data currently
slightly outweigh negative ones. The global Economic Surprise index is
therefore back in positive territory by a narrow margin.

Improved global economic data
Global Economic Surprise index
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Global corporate sales and earnings growth in the coming quarters
will fall short of last year’s referential figures. For the world equity index,
the consensus expects 7.4% sales growth and 6.6% earnings growth for
2022. Corporate operating margins should be at 17.2%.
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Forecasts for 2023 have weakened due to the slowdown in global
economic growth. For 2023, the consensus currently expects a slight
decline in sales of -0.4% and an increase in profits of +0.4%. The aggregate
operating margin of companies should be 17.3%. US companies should see
increases in sales and earnings in 2023, whereas European companies are
expected to experience declines in sales and earnings.

P/E: USA and Europe

Expected 12M forward, US recessions (grey)
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The valuation of the global equity market index has decreased. The
2023 forward P/E is at 13.4x, while the expected 2022 dividend yield is
2.6%. In both the US and Europe, the forward P/E has fallen below
historical averages. Higher government bond yields and lower earnings
growth (US) next year or, indeed, earnings declines (Europe) are the main
reasons for this situation.

Outlook:

We expect the global equity market to move sideways in 4Q. Volatility
should remain high. Defensive sectors such as healthcare or non-cyclical
consumer goods should be overweighted in the current environment.
Quiality shares with high dividend yields are also attractive.
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Estimate 4Q ? 0% to +5%
World Index Weight 24.3%
2022 Perf. EUR -25.2%
P/E 22e 20.6x
Net Profit yly 22e -0.1%

Top 3 Companies (Market Cap.)
Apple

Microsoft

Alphabet

EGR global sector
EUR, indexed at 100 for 1Y
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Sources: Erste Research index, FactSet.

Estimate 4Q ? 0% to +5%
World Index Weight 12.2%
2022 Perf. EUR -3.5%
P/E 22e 16.2x
Net Profit yly 22e +5.9%

Top 3 Companies (Market Cap.)
Johnson & Johnson
UnitedHealth Group

Eli Lilly

EGR global sector
EUR, indexed at 100 for 1Y
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Global Sectors - Positive Outlook

Technology

The technology index lost 0.3% (in EUR) in 3Q. This means that it slightly
underperformed the overall market. The sector index for hardware
companies rose by 3.6% (in EUR), whereas the software index fell by 3.8%.
The US technology sector recorded an increase of 2.0% (in EUR),
significantly outperforming the European sector, which lost 7.5% (in EUR) in

3Q.

In 2Q, 87% of US technology companies reported better-than-expected
earnings. Only in the energy sector was the share of positive earnings
surprises higher at 90%. 13% of tech companies reported 2Q results that
fell short of expectations. For the third quarter, the positive earnings
guidance of companies remained unchanged from 2Q. However, the
number of negative earnings guidances outweighed the number of positive
earnings outlooks communicated by companies.

After an expected stagnation of earnings this year (2022: -0.1%), the
consensus forecasts a profit increase of 9.7% for 2023. This is based on
positive sales growth (2023: +5.7%) and a slight expansion of the operating
margin.

The expected P/E ratio of the sector fell to 20.6x in 3Q, which puts it above
that of the global equity market. Given the presumably positive development
of sales, margins, and earnings next year, we expect the sector index to
post gains within the range of 0% to +5% in 4Q.

Healthcare

The healthcare sector index edged 0.2% higher (in EUR) in 3Q,
improving the YTD performance slightly to -3.5%. This puts it
significantly above the performance recorded by the global equity market
(YTD in EUR: -13.6%). The shares of Danher Corp., Eli Lilly (Buy), Roche
Holding (Hold), and UnitedHealth Group (Buy) topped the performance list.

This sector is little affected by the slowdown in global economic growth. An
above-average number of companies (80%) reported higher-than-expected
earnings in 2Q. The prospects for 3Q are also positive. The number of
positive earnings guidances remained unchanged from 2Q.

Both company sales and earnings should increase by 5.9% this year. Next
year, global sales should rise by 0.8%, while earnings are expected to fall
by 1.2%. In 2023, sales and earnings growth rates in Europe (sales +5.6%,
earnings +9.9%) should outperform US corporate sales and earnings
growth rates (sales +2%, earnings -2%).

At a 2022 forward P/E of 16.5x, the valuation of the sector is fair. We expect
the sector index to record gains within a range of 0% to 5% in 4Q.
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Estimate 4Q ? 0% to +5%
World Index Weight 7.2%
2022 Perf. EUR +0.4%
P/E 22e 18.5x
Net Profit yly 22e +0.5%
Top 3 Companies (Market Cap.)
Walmart
Nestle
Coca Cola
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Estimate 4Q ? 0% to +5%
World Index Weight 5.9%
2022 Perf. EUR +21.4%
P/E 22e 5.8x
Net Profit yly 22e +103.7%
Top 3 Companies (Market Cap.)

Exxon Mobil

Chevron

Shell

EGR global sector
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Consumer Staples

The sector index increased by 2.4% (in EUR) in 3Q. In the year to date,
the sector has shown relative strength vis-a-vis the overall market, with the
index gaining a moderate 0.4%. In the USA, the sector index fell slightly by
2% (in USD), but showed relative strength to the market. In Europe, the
prices of the market heavyweights Diageo (+7%) and Unilever (+3%)
recorded substantial gains. Nestlé, on the other hand, lost 1% (in EUR). All
three companies generate less than a quarter of their sales in Europe.

In the reporting season for 2Q, 73% of US companies reported
earnings that exceeded expectations. Earnings grew by 2.2.% (y/y).
Sales were up 8.5% (y/y), i.e. roughly in line with US inflation. The
consensus expects sales growth of 5.6% for 3Q 2022.

Globally, sales in the consumer staples sector are expected to grow by
6.3% in 2022 and by 1.4% in 2023. The sector should generate earnings
growth of 0.5% this year and 3% next year. While the sector’s valuation is
not cheap by global standards in terms of P/E, its sales and earnings
stability with a dividend yield of 2.7% offers a relatively safe haven for risk-
averse investors. The 2022 forward P/E is 18.5x. The expected dividend
yield for this year is 2.7% with a slight increase next year to 2.9%. We
expect a positive return in the range of 0% to +5% in 4Q.

Energy

The energy sector index increased by 3.4% (in EUR) in 3Q. In the year
to date, it has gained 21.4% (in EUR). The shares of ConocoPhillips,
Petrobras, and BP recorded the biggest gains.

In 2022, global production of crude oil exceeds demand at 100.09
million barrels/day (MB/D). Demand is estimated at 99.53 MBD. According
to the EIA, global demand should increase to 101.5 MB/D next year.
However, production should fall just short of that volume at 101.28 MBD. In
1Q 2023, the supply gap should be at its biggest. Therefore, the oil price
should already start to rise again in the coming months. The risk of a price
increase should increase if OPEC+ were to decide on a planned production
cut of about 1 million barrels per day at the beginning of October.

The high prices for refined products (petrol, diesel, kerosene) should
ensure stable refining margins for energy companies on the back of
low global inventories, limited refinery capacities, and increased
demand. Natural gas prices also remain high due to strong demand. The
shares of European energy companies are less attractive than those of their
US peers due to the taxation of surplus profits.

From our point of view, at -8.9% and -20.4% respectively, the consensus
sales and earnings estimates for 2023 are overly pessimistic. We therefore
expect positive surprises. The sector 2023 forward P/E is 7.4x, and the
dividend yield expected for 2023 is 5.3%. We envisage gains for the sector
within a range of 0% to 5% in 4Q.
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Estimate 4Q A -5% to 0%
World Index Weight 3.4%
2022 Perf. EUR -10.3%
P/E 22e 12.3x
Net Profit yly 22e -4.8%

Top 3 Companies (Market Cap.)
T-Mobile US
Verizon

Comcast

EGR global sector
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Estimate 4Q A -5% to 0%
World Index Weight 3.0%
2022 Perf. EUR -1.4%
P/E 22e 18.8x
Net Profit yly 22e -8.8%

Top 3 Companies (Market Cap.)
NextEra Energy

Adani Green Energy

Duke Energy
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Global Sectors - Negative Outlook

Telecoms

The sector index fell by 8.5% in 2Q, extending the negative YTD
performance to -10.3% (in EUR) while significantly underperforming
the global equity market. The majority of the shares it contains are locked
into a profound downward trend. Only 7% of the companies were traded
above their 200-day average at the end of the quarter.

The US network operators Charter Communication, Verizon, AT&T,
and Comcast suffered the biggest share price losses. The shares of the
wireless providers T-Mobile US, China Mobile, and Nippon Telegraph &
Telephone, on the other hand, posted gains. This outperformance was due
to the significant improvement in revenues and earnings forecasts for the
coming year.

The global telecoms sector will see a decline in revenues this year (-
5.4%) and in 2023 (-1.4%). Earnings should fall by 4.8% this year but
rebound by 9.3% in 2023.

The 2022 and 2023 forward P/E valuations of the sector are 12.3x and
11.2x, respectively. The sector P/E is slightly below that of the global
equity market (global P/E ratio 2022e: 13.5x). The dividend yield expected
for this year is 3.5%. We expect a negative performance for the fourth
quarter in a range of -5% and 0%.

Utilities

The global utility index increased by 0.1% (in EUR) in 3Q. The YTD
performance is -1.4% (in EUR). The top 3Q performers were the US
companies NextEra Energy, Southern (both also generate power from
nuclear power plants), and Sempra Energy, which also operates liquid
natural gas plants and one facility of natural gas infrastructure in North
America.

Dominion Resources and Duke Energy came in at the bottom of the
list in 3Q. Their interest coverage is low, which is a disadvantageous factor
in an environment of rising yields.

US companies are in a much better economic position than European
companies. European companies are dealing with strong political
interference. Price caps and surplus profit taxes restrict their sales and
profits. This is not the case for US companies. Their already higher
profitability should maintain the relative strength of the US utility sector
relative to its European peer.

Globally, earnings are expected to decline by 8.8% in 2022 and
increase by 14.8% in 2023. At 18.8x, the sector's 2022 forward P/E is very
high. We expect the sector index to post a loss of -5% to 0% in 4Q.
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Estimate 4Q | -5% to 0%
World Index Weight 9.5%
2022 Perf. EUR -16.2%
P/E 22e 13.1x
Net Profit yly 22e +13.7%

Top 3 Companies (Market Cap.)
UPS

Union Pacific

Raytheon Technologies
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Estimate 4Q 8 -5% to 0%
World Index Weight 3.1%
2022 Perf. EUR -13.4%
P/E 22e 8.2x
Net Profit yly 22e -6.6%
Top 3 Companies (Market Cap.)
Linde
BHP Group
Rio Tinto
EGR global sector
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Industrials

The index of the industrial sector gained 1.2% (in EUR) in 3Q. In the
year to date the sector has lost 16.1% though. Shares in the defence sector,
such as Raytheon Technologies and Lockheed Martin, suffered the greatest
losses in the wake of profit-taking. The agricultural and forestry machinery
manufacturer Deere (Buy) impressed with good profit development and
achieved the best performance in the industrial sector in 3Q.

A crucial reason for the negative performance in Europe is the
significantly higher energy costs in Europe vs. the USA. Higher
economic and political risks due to the war in Ukraine were also factors
driving the underperformance of the European industrial sector. The outlook
for sales and earnings growth next year is positive for US companies (sales:
2023: 5.6%, earnings 2023: 11.3%), but negative for the European sector
(sales 2023: -0.6%, earnings 2023: -22.3%). Possible production shutdowns
in Europe due to energy shortages affect the profitability of companies and
their market share development. Global competitors, on the other hand,
benefit from this situation.

Sector sales should increase by 4.6% (y/ly) in 2022 and fall by 2.8% in
2023. Earnings growth is expected to reach 13.7% this year and be
negative at -9.6% in 2023. The valuation based on the 2022 forward P/E is
13.7x. We expect the index of this highly cyclical sector to decline within a
range of -5% to 0% in 4Q.

Commodities

The global commodity index lost 3.2% (in EUR) in 3Q. Only a few shares
recorded a positive performance. Among them were the fertiliser producer
Nutrien (Buy), as well as industrial gas producers Linde (Buy) and Air
Products & Chemicals. Bayer (Hold) and Air Liquide suffered the biggest
losses.

The commodity sector has been hit by the weakening global economy.
The rising yields are slowing demand in some important sectors such as
industry (especially construction) and automotive. These sectors use a
particularly large amount of raw materials. Among them, for example,
metals such as iron, aluminium, copper; nickel or also cement, plastics,
adhesives, etc. Only a few segments in the commodities sector are
benefiting from the situation of rising inflation rates or high demand. These
include, for example, North American fertiliser producers, which are gaining
market share over European producers due to lower energy prices.
Profitable producers of lithium, such as Albemarle (Buy), are also catering
to the strong demand for the light metal needed for powerful car batteries.

This sector should achieve sales growth of 5.0% this year, whereas
earnings should fall by 6.6% in 2022. In 2023, sales should decline by
9.4%, and earnings by 22.0%. Due to the negative growth outlook, the 2022
forward P/E is only 8.2x. The dividend yield is above global average. We
forecast a decline within a range of -5% to 0% for 4Q.
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Estimate 4Q A} -5% to 0%
World Index Weight 12.6%
2022 Perf. EUR -19.9%
P/E 22e 18.5x
Net Profit yly 22e +12.1%
Top 3 Companies (Market Cap.)
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Procter & Gamble
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Estimate 4Q A -5% to 0%
World Index Weight 16.8%
2022 Perf. EUR -10.1%
P/E 22e 9.6x
Net Profit yly 22e -9.9%

Top 3 Companies (Market Cap.)
Berkshire Hathaway
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Consumer Discretionary

The sector index increased by 4.2% (in EUR) in 3Q. The outperformance
was due in particular to the substantial gains recorded by the heavyweight
Tesla (+23%). Other important companies in the sector, however, showed
significant weakness, such as Alibaba (-27%), Toyota (-10%), and Nike (-
13%).

The sub-sector of media companies outperformed the broad market in
3Q yet again. The index rose by +13% (in EUR), with Walt Disney (+4%)
and Netflix (+38%) recording the biggest gains. The travel & leisure sub-
index also performed strongly at +10%. As mentioned earlier, the
automotive sub-sector index deviated from the pattern. In general, car
manufacturers are negatively affected by rising interest rates because
customer financing also becomes more expensive. The shares of
manufacturers with a high exposure to Asia offer a relatively better
perspective in the current cycle of interest rate hikes in the USA and
Europe.

The high inflation rates in the USA and Europe and rising interest rates
are having a negative impact on this important consumer group. In the
USA, the University of Michigan Consumer Sentiment index remains at a
historically low 58.6 points. The EU Consumer Sentiment index fell to -29.9
points, the lowest level since measurements began in 1985. Among other
things, the trend in sales and earnings estimates in the sector is therefore
negative. The P/E ratio has fallen as a result of the price losses. The 2022
forward P/E is now 18.5x. According to this ratio, this sector is priced more
expensively than the global equity market. We expect the sector index to
decline in a range between -5% to 0% in 4Q.

Financials

The sector index of the second-largest sectors lost 0.6% (in EUR) in
3Q. The US sector index actually increased by 3.1% (in EUR), but its
European peer incurred a loss of 4.9%. Insurance companies outperformed
banks in the USA (in EUR: 4.0% vs. 1.8%), and in Europe they lost less
than banks (in EUR: -2.2% vs. -6.2%).

The significant rise in US yields should contribute to an increase in US
banks' net interest income in the coming quarters. US financial
companies’ revenues should increase by a significantly higher rate than the
revenues of their European peers in 2023. For 2023, the consensus
forecasts revenue growth of 10.4% and earnings growth of 9.2%. For
European financial companies, the expected revenue growth of 3.8% in
2023 is below the inflation rate of 4.1% expected for the same year.

The global sector should post negative earnings growth of -9.9% in
2022. In 2023, earnings should be up by 7.5%. At a 2023 forward P/E of
9.6X, the sector is valued below global average. US companies should
continue to outperform their European peers. We expect a slightly negative
sector performance within a range of -5% to 0% for 4Q.
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Earnings and sales growth
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Sources: Erste Group Research Index, FactSet.

Europe index vs. global index
Indexed at 100, EUR

120 4

A "]J
100 4 o
W
W
80 T T T
09.21 12.21 03.22 06.22
— Europe Index Global Index

Sources: Erste Group Research Index, FactSet.

Europe sector performance 3Q 2022
Erste Europe index, EUR

Travel & Leisure
Cons. Products & Services
Constr. & Materials -0.6
Energy -0.7
Nahrungsmittel -1.6
Media -1.9
Insurance -23
Automobiles & Parts 24
Basic Resources -4.0
EUROPE <5 [N
Industrials 5.2
Banks -6.2
Financial Services -6.3
Cons. Disc. / Retailers 6.9

Chemicals -7.0

Health Care 7.1

Technology <75

Utility 78
Cons. Staples / Retailers 4106
Telecom -15.2
Real Estate-25.9

Sources: Erste Group Research Index, FactSet.

0.8

Forecast 4Q 2022

Europe N -5% to 0%

The European equity market lost 4.8% in 3Q and thus achieved a
performance at the lower end of the range we had forecast. Energy
(+2%) was the only sector to post gains, whereas the share prices of all
other 19 sectors were down on the quarter. The decline was particularly
significant in real estate (-27%), commodities (-23%), and the industrial
sector (-19%).

The European reporting season for 2Q 2022 went well. Earnings
increased by 30% (y/y) and sales by 28% (y/y). All sectors reported positive
sales growth in 2Q and exceeded earlier expectations of +16%, a growth
rate envisaged back in March. 66% of companies reported results that were
higher than anticipated. The cyclical sectors of oil & gas (72%), financials
(71%), and industrials (62%) accounted for the largest shares of positive
earnings surprises.

Earnings growth is expected to slow to +15% (y/y) in 3Q 2022.
However, the outlook for the coming quarters shows a significant
deterioration in sales and earnings growth in Europe. In 1Q and 2Q 2023,
earnings are expected to decline by 3% and 8%, respectively. For the full
year of 2023, the expected earnings growth in Europe excluding the energy
sector is only 1.4%.

2023e: Growth and margin forecast
Erste Group Research Europe index

o

Nb MCap. Wgt. Perf. Sales EBIT Netprofit PE  Div.Yield Net margin

Sector Comp. EURbn Index YTD| ji % % M, % X % 22 23e
Basic Materials 16 497 54 -20.0 -3.3 -12.8 -15.7 10.9 38| 122 108
Consumer Discr. 33 1,445 157 -24.2 5.7 3.9 -0.6 126 32| 128 9.0
Consumer Staples 20 1,042 113 -10.6 4.6 71 8.1 17.0 32| 155 104
Energy 13 748 81 132 -9.2 -21.1 -23.3 55 58/ 189 8.8
Financials 49 1,366 149 -19.3 38 13.1 1.1 75 62| 2286 148
Health Care 28 1,518 16.5 -14.5 586 9.0 9.9 15.3 27| 254 19.5
Industrials 49 1,239 135 -30.5 -0.6 -15.5 224 124 35| 157 9.4
Real Estate 3 33 04 -54.1 28 74 -70.8 44.2 55 678 14.9
Technology 12 588 6.4 -359 10.7 17.9 19.1 17.4 1.0 2186 215
Telecom 12 306 3.3 -14.7 0.7 10.1 71 11.9 47 154 8.1
Utility 17 411 4.5 -21.0 -10.1 19.1 33.2 12.3 5.7 7.3 5.2
Europe ex Energy 239 8445 919 -21.1* 1.5 4.3 1.1 13.1 3.7| 165 11.2

Sources: FactSet, Erste Group Research

Outlook: High inflation is currently causing a decline in sales and
profit forecasts for European companies. The sharp rise in energy
prices, especially in Europe, due to the Russian war and the weak euro are
putting pressure on margins and reducing global competitiveness. This is
particularly true for cyclical sectors such as industry, chemicals, and
consumer cyclicals. The market currently expects profit margins to decline
from 16.5% to 11.2% in the coming year, excluding the energy sector. In
this environment, we recommend shares from defensive sectors such as
consumer staples and healthcare. In both sectors, many listed companies
also generate more than 50% of their sales outside Europe and thus benefit
from higher economic growth in these regions in 2023. We expect European
equities to drop within a range of -5 to 0% in 4Q.
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USA index

Sales +10.9% +4.6%
EBIT +15.0% +6.6%
Net Profit adj. +7.5% +6.7%
PE 16.8x 15.8x
Div. Yield 1.7% 1.8%

Forecast 4Q 2022

USA & 0% to +5%

Sources: Erste Group Research Index, FactSet.

USA Index vs. Global Index
Indexed to 100, EUR
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The S&P 500 index gained 2.9% in EUR but lost 3.8% in USD in 3Q. The
interest rate hikes by the Fed, the continued increase in core inflation, and
rising Treasury yields were burdening investor sentiment. From the middle
of the quarter, selling pressure started to increase on equities in cyclical
sectors.

The ISM Index of the US industrial sector weakened slightly in
September. It now stands at 50.9 points after 52.8 points in August. The
index thus signals only a slight expansion in this segment of the US
economy. Prices paid by companies have declined, which is positive. Fewer
new employees are being hired.

US corporations reported a 14.0% (y/y) increase in sales and a 6.0%
(y/y) increase in earnings for 2Q. The share of positive earnings surprises
was 75%. Earnings estimates for 3Q and subsequent quarters have been
revised downwards in recent months. The telecom, technology, consumer
cyclicals, and commodity sectors experienced the most significant
downward revisions for 3Q. The energy sector, on the other hand, recorded
a strong improvement in earnings expectations.

Expected sales and earnings
Consensus forecast by quarter

31%

16%
14%

13%
9% 9%
6% 7% o 7%
I 4% 5% ° 39, 5%

4Q21 1Q22 2Q22e 3Q22e 4Q22e 1Q23e 2Q23e
Revenue 16% 13% 14% 9% 7% 6% 3%
mEarnings 31% 9% 6% 4% 5% 7% 5%

Sources: FactSet, Erste Group Research

This year, sales should grow by 10.9% (y/y), and in 2023 by 4.6% (y/y).
The consensus expects earnings to increase by 7.5% (y/y) in 2022 and by
6.7% (yly) in 2023.The equity market is valued at 16.8x in terms of 2022
forward P/E, which is only slightly below the historical average. The
dividend yield expected for 2022 is 1.7%.

Outlook: US earnings growth slows moderately but remains positive. In the
current situation of high inflation rates and sharply rising yields, defensive
shares with high dividend yields have better earnings prospects than
cyclical shares. Growth shares with high valuations, on the other hand, are
coming under pressure in this market situation. We expect the leading US
indices to edge slightly higher in 4Q.
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CEE coverage index

Sales 18.6% 13.3%
EBIT 49.4% -10.7%
Net Profit adj. 38.1% -10.3%
PE 6.1x 6.8x
Div. Yield 5.6% 5.7%

Sources: Erste Group Research Estimates.

CEE coverage index vs. global index
Indexed at 100, EUR

160
140
120

100 l\-\{

80 T T T
1020 0121 0421 0721

——CEE Coverage Index Global Index
Sources: Erste Group Research indices, FactSet

Forecast 4Q 2022
A 0% to +5%

CEE

The markets in the Central and Eastern Europe region also seem to be
preparing for the worst, or at least that is what one should be able to
conclude from markedly low valuations. Overall, the outlook for the region is
just as subdued as everywhere else. However, a possible stabilization at
low levels seems quite possible, but is unlikely to be the basis for an
immediate recovery.
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The immediate proximity to the conflict in Ukraine, but probably also an
earlier and more decisive intervention by regional central banks, should be
the explanation for the fact that regional stock markets have weakened
even somewhat more than international, larger markets. After all, the Czech
central bank should have ended its rate hike cycle by now, and the Polish
central bank should be close to that point.

If growth in both GDP and corporate profits was still quite positive in 2022,
the full impact of economic weakness will be felt in 2023. Our reduced
estimates for regional GDP growth are reflected in the expected corporate
profits.

While cyclical companies are still showing robust trends in consensus
estimates for corporate earnings in the region at present, it is largely
companies in the energy sector that are driving here. If the consensus sees
more or less all sectors moving sideways in lockstep for 2023, banks still
stand out slightly and should benefit from rising interest rates. However,
uncertainties such as possible sector taxes in Poland should initially
continue to weigh on this sector.

We maintain a cautiously positive view on the Czech Republic and regard
valuations in Poland in particular as attractive. Even though the Turkish
stock market has performed well due to local demand, the market remains

highly speculative in our view. Hungary is also bearing increasingly heavy
political risk.
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Forecast 4Q 2022
Real Estate Europe A -5% to 0%

The mixture of worries about the war in Ukraine, inflation, rising interest
rates, the pandemic and its consequences as well as the increasing
probability of recession is hitting real estate markets. Some companies call
this scenario a “perfect storm”. A look at the industry reveals the problems,
developers are currently confronted with. These include: (1) supply issues
including a lack of permit deliveries burdening 1H22 results, (2) cost
inflation and challenges to validate the increase of sales prices, (3) rising
financing costs and limited access to capital leading to delays in
construction and launches of new projects, and (4) rising interest rates
resulting in a substantial decline in demand. Real estate owners are
confronted with a diminishing spread of rental yields and finance costs
which could cause pressure on the valuation of assets in the second half of
2022.

In view of these facts, it is no surprise that the real estate sector was the
worst performing one in 3rd quarter if this year. The Stoxx Europe Real
Estate sub-index declined by 17.5% (vs. the Stoxx Europe performance of -
4.8%). M&A activity is in some cases the only chance to keep stock prices
stable. In Austria, the additional acceptance period for CPI's offer to S Immo
shareholders ends on 18 November, 5pm Vienna local time. A substantial
decline of S Immo’s share price can be expected after the end of this
period.
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EGR Chinaindex

Sales -0.2% +6.2%
EBIT +0.3% +8.5%
Net Profit adj. -6.0% +10.1%
PE 7.5x 6.8x
Div. Yield 4.6% 4.8%

Sources: Erste Group Research indices, FactSet

Chinaindex vs global index
Indexed at 100, EUR
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EGR India index

2022e

Sales +21.9%

EBIT +10.6%

Net Profit ad;. +18.3% +11.7%
PE 22.3x 19.9x
Div. Yield 1.5% 1.7%

Sources: Erste Group Research indices, FactSet.

India index vs. global index
Indexed at 100, EUR
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Forecast 40Q 2022

China A 5% to 0%

The Erste China index, containing 68 shares, lost 16% last quarter (in
EUR). So far in 2022, China remains the negative exception in the Asia-
Pacific region, having shed 15% to date. Country indices such as India
(+5%), Indonesia (+18%), and Thailand (+14%) have shown significant
strength relative to the global equity market, in line with their strong
economic data. The strongly weighted Chinese technology shares such as
Tencent and Alibaba fell by 20% and 27%, respectively, while the shares of
the large Chinese banks lost more than 10% in 3Q.

One of the main triggers of the sell-off on the equity market was the
persistently weak leading economic indicators, such as the
purchasing managers' index for the industrial sector. This index
decreased from 49.5 to 48.1 points in September. A main factor driving the
index down was the rapid decline in new orders taken. Export sales also fell
further, and lower demand for inputs also put pressure on prices. Prices
were cut and input costs fell at the fastest pace since 2016. Companies also
frequently tried to pass on cost savings, which also led to the fastest decline
in sales prices since 2015.

The trend of the consensus estimates for 2022 and 2023 sales and
earnings was clearly negative in 3Q. At a forward P/E of 7.5x for 2022,
the Chinese equity market continues to command very low valuations. Due
to the economic, political, and geopolitical uncertainties in China, we regard
the discount as justified and expect a slightly negative performance within a
range of -5% to 0% for 4Q.

Forecast 4Q 2022
& 0% to +5%

India

The Indian equity market gained 10% (in EUR) in 3Q. As a result, it is up
5% (in EUR) in the year to date. In particular, energy, consumer staples,
and bank shares contributed to the strong 3Q performance.

Sales growth expectations (in USD) for 2022 and 2023 improved to
22% and 7% in 3Q. Earnings forecasts suggest growth of 18% in 2022.
Only 17% of the 42 companies in the Indian index are expected to report a
decline in earnings for 2022. Among them are, in particular, Tata Steel and
JSW Steel, whereas large caps such as Reliance Industries (+30%) and
Infosys (+15%) are estimated to post significantly higher earnings this year.

At a forward P/E of 22.3x for 2022 and 19.9x for 2023, the valuation of
the equity market is considerably higher than the average of the
emerging markets. This is due to the above-average expected sales and
earnings growth rates in the past years and the high level of profitability
among Indian companies. For example, the ROE is at an average of 15%,
and the operating margin should reach 19% this year. We expect a positive
return on Indian equities of 0% to 5% in 4Q, given that the long-term
positive growth prospects remain above average by global comparison.
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EGR Brazil index

Sales +17.9% -5.9%
EBIT +14.6% 15.4%
Net Profit adj. +20.1% 19.4%
PE 4.9x 6.0x
Div. Yield 15.2% 12.2%

Source: FactSet, Erste Group Research

Brazil index vs. global index
Indexed at 100, EUR
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Sources: Erste Group Research indices, FactSet

Forecast 4Q 2022

Brazil & 0% to +5%

The Brazilian equity index gained 9.1% (in EUR) in 3Q. Ata YTD
performance of +20.5% (in EUR) this equity market has topped the
performance rankings so far in 2022. Banks and energy companies were
among the highest winners in 3Q.

The outlook for sales and earnings growth in 2022 is positive. Expected
sales growth for this year is 17.9% (y/y) and expected earnings growth is
20.1% (yly). The consensus expects sales to fall by 5.9% in 2023, while
profits should decline by 19.4%. The expected growth rates for sales and
profits in 2023 have been subject to downward revisions in recent weeks.

The valuation of the equity market is very low. The 2022 forward P/E is
4.9x, while the 2023 forward P/E amounts to 6.0x. At 15.2%, the dividend
yield expected for 2022 is very high. The low valuation reflects the expected
weakening of earnings next year and the current risk aversion of investors.
We expect the equity market to post moderate gains at the lower end of the
bandwidth of 0% to 5% in 4Q.
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Tables & Appendix

Economic indicators

Fiscal Gross

GDP Inflation (% Un- CA Balance Balance Debt

(%yoy) yoy) employ. (% (% GDP) (% GDP) (% GDP)
22e 23e 22e 23e 22e 23e 22e 23e 22e 23e 22e 23e
Eurozone 2.7 1.0 83 51 73 7.1 1.8 2.2 -43 -25 95.2 934
Germany 1.4 08 71 45 32 32 59 69 -33 -07 709 67.7
France 24 0.7 56 2.7 78 7.6 -1.8  -1.7 -56 -3.8 112.6 1129
qg". Spain 4.0 2.0 72 26 13.4 13.1 0.3 0.4 -53 -43 116.4 1159
E Italy 24 1.1 7.8 4.0 9.3 94 1.8 24 -6.0 -39 150.6 148.7
Austria 4.1 1.3 81 5.2 46 4.4 -1.0 -1.2 -3.6 -21 775 75.2
UK 32 05 74 53 42 46 -55 -48 -43 -23 878 827
Switzerland 2.2 1.4 25 16 26 0.0 6.3 7.0 -09 -03 415 40.6
Poland 3.9 0.7 139 10.2 51 55 -1.3  -0.3 -45 -4.4 525 519
08{ Turkey 4.0 35 605 37.2 11.3 10.6 -5.7 -2.0 -69 -75 43.7 45.0
E Czechia 23 09 158 7.0 26 33 -28 03 47 -3.7 433 440
g Romania 6.0 27 134 10.2 56 58 -93 -75 -6.2 -44 48.3 49.1
ﬁ Hungary 5.0 0.9 143 133 35 37 -9.0 -56 -6.0 -45 741 728
Slovakia 1.8 15 122 95 6.3 65 -3.2 20 -55 -4.0 62.4 62.0
USA 1.7 038 81 34 35 35 -35 -32 -48 -4.0 1256 1237
" Canada 3.4 1.8 56 24 59 50 1.1 -01 -22 -0.8 101.8 098.5
.§ Brazil 1.7 11 82 51 13.7 12.9 -1.5 -16 7.6 -7.4 91.9 9238
% Chile 1.5 05 75 45 7.0 6.9 -45 -34 -15 -06 383 384
Mexico 24 12 6.8 3.9 41 39 -06 -07 -32 -32 584 589
Colombia 5.8 3.6 7.7 4.2 119 10.6 -3.3 -34 46 -22 60.6 59.2
China 3.3 4.6 21 18 3.7 36 1.1 1.0 7.7 7.1 778 81.8
Japan 1.7 1.7 1.0 0.8 26 24 2.4 2.7 -7.8 -35 2625 258.3
« India 7.4 6.1 6.1 4.8 na na 3.1 -27 -99 -91 86.9 86.6
< Indonesia 5.3 5.2 33 33 6.0 5.6 45 05 -40 -29 427 427
South Korea 2.3 2.1 40 24 36 35 2.2 3.2 -16 -11 52.0 533
Thailand 2.8 4.0 35 28 1.0 1.0 -0.1 2.0 -6.1 -3.0 62.7 61.4
Australia 3.8 2.2 39 27 40 43 3.0 0.5 -5.2 -34 60.1 62.6
South Africa 2.3 1.4 57 46 35.2 37.0 1.3 -1.0 -58 -6.1 70.2 734

World 3.2 2.9

Source: IMF, EU Commission, Erste Group Research estimates
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Forecasts?

GDP 2020 2021 2022 2023

Eurozone -6.5 5.3 2.7 1.0

us -3.5 5.7 1.6 1.4

Inflation 2020 2021 2022 2023

Eurozone 0.3 2.6 7.9 4.1

us 1.2 4.7 8.0 3.0

Currency current Dec.22 Mar.23 Jun.23 Sep.23
EURUSD 0.99 1.03 1.06 1.07 1.09
EURCHF 0.98 0.98 0.99 1 1.01
Interest rates current Dec.22 Mar.23 Jun.23 Sep.23
ECB MRR 1.25 2.50 2.50 2.50 2.50
ECB Deposit Rate 0.75 2.00 2.25 2.25 2.25
3M Euribor 1.19 2.14 2.22 2.22 2.22
Germany Govt. 10Y 1.82 1.80 1.80 1.80 1.80
Swap 10Y 2.80 2.80 2.70 2.60 2.50
Interest rates current Dec.22 Mar.23 Jun.23 Sep.23
Fed Funds Target Rate* 3.08 4.13 4.38 4.38 4.38
3M Libor 3.75 4.38 4.46 4.46 4.46
US Govt. 10Y 3.58 3.20 2.90 2.80 2.80
EURUSD 0.99 1.03 1.06 1.07 1.09
*Mid of target range

Interest rates current Dec.22 Mar.23 Jun.23 Sep.23
Austria 10Y 2.53 2.35 2.30 2.25 2.20
Spread AT - DE 0.71 0.55 0.50 0.45 0.40

Source: Market data provider, Erste Group Research

1 By regulations we are obliged to issue the following statement: Forecasts are no reliable

indicators for future performance
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Equities - Erste Global 1000 Index

Weight Performance (%) Growth (%, yly)
No. of  Mkt. Cap. (%) EUR SEIES Net Profit Adj.
Erste Global 1000 Index Comp. EURbDnN World M 3M 12M 22e 23e 22e 23e
World uUsD 1,095 56,084 100 -73 02 -63 -136 7.4 -0.4 6.6 0.4 132 132 3.5
Developed Markets usbD 938 49,773 88.7 -7.2 1.0 -58 -142 7.8 -1.3 7.7 -0.8 138 139 3.4
Emerging Markets usD 157 6,312 113 -80 -55 -10.0 -8.2 4.9 4.9 0.6 7.0 9.9 9.3 4.1
North America usD 531 35,589 63.4 -66 31 -17 -120 10.5 43 85 5.8 164 155 1.8
Canada UsD 40 1,493 2.7 -7.3  -19 9.9 -0.2 4.9 0.1 23.4 -6.6 10.1 10.8 3.7
USA usD 491 34,096 60.8 -66 33 -22 -125 10.9 4.6 7.5 6.7 16.8 158 1.7
Europe EUR 252 9,193 16.4 -84 -48 -135 -199 20.4 -08 216 -39 106 110 3.9
Denmark EUR 10 436 0.8 -105 -66 -7.0 -16.0 319 -13.0 60.4 -47.7 9.6 18.3 4.5
France EUR 37 1,854 33 -84 -19 -11.8 -203 195 0.7 21.0 -5.7 10.4 11.0 34
% Germany EUR 40 1,286 2.3 -89 -73 -254 -287 9.1 33 9.9 -5.2 8.9 9.4 4.6
g Italy EUR 15 316 0.6 -65 -6.0 -17.0 -229 14.6 -2.0 27.6 -2.3 8.9 9.1 53
E Netherlands EUR 19 978 17 -81 -37 -175 -202 39.8 1.0 429 -0.8 11.7 11.8 2.7
qg)- Spain EUR 14 384 0.7 -79 -85 -17.3 -164 18.7 -24 19.7 0.4 111 111 4.3
g Sweden EUR 19 399 0.7 9.6 -47 -294 -331 10.7 15 -22.0 18.6 14.3 12.1 4.2
O | switzerland EUR 27 1,451 2.6 -55 -18 -29 -150 24.8 1.0 16.5 3.2 14.5 14.0 3.7
United Kingdom EUR 39 1,358 24 -102 -87 -45 -113 26.4 -1.8 22.8 -1.9 9.2 9.4 4.1
Asia/Pacific usbD 155 4,990 8.9 -89 -20 -171 -184 -0.9 -7.0 1.4 -9.3 10.3 11.3 35
Japan UsD 88 2,570 4.6 -7.2 01 -171 -16.2 -4.7 -6.8 -0.5 -2.0 11.7 11.9 24
Australia UsD 23 953 1.7 -7.6 1.8 -36 -7.3 0.4 -6.6 -22  -16.6 111 13.3 4.6
South Korea UsD 21 601 11 -136 -82 -316 -32.7 6.1 -8.4 -16 -15.8 7.6 9.0 22
Taiwan UsD 18 689 12 -134 -10.8 -22.6 -28.8 6.8 -7.8 12.7 -189 8.2 10.1 5.8
Emerging Asia/Pacific usbD 125 5,139 9.2 -87 -75 -92 -7.8 3.6 5.8 -2.2 10.3 10.1 9.1 35
China (incl. HK) UsD 68 3,092 55 -105 -16.3 -17.7 -15.0 -0.2 6.2 -6.0 101 7.5 6.8 4.6
é India UsD 42 1,664 3.0 -6.4 103 5.6 4.6 219 6.9 18.3 11.7 22.3 19.9 15
g Indonesia UsD 6 197 0.4 14 149 29.6 18.4 9.6 24 27.7 6.8 15.9 14.9 3.0
2| Thailand UsD 4 99 0.2 -2.1 72 16.7 13.7 311 -4.9 12.8 25.3 21.2 16.9 2.8
Ag Emerging Americas usbD 15 574 1.0 -2.3 84 01 8.3 15.9 -1.7 19.7 -15.0 6.8 8.0 10.3
uEJ Brazil UsD 9 357 0.6 -4.9 9.1 4.5 20.5 17.9 -5.9 20.1 -193 4.9 6.0 15.2
Mexico UsD 5 174 0.3 3.4 14 105 0.1 8.7 74 141 12.0 16.1 14.4 2.9
Emerging Afrika & ME uUsbD 17 599 11 -7.2 0.8 6.1 4.1 8.2 1.2 2.8 10.2 15.0 13.6 2.9
Basic Materials UsD 57 1,720 31 -73 32 55 -134 5.0 -9.4 -6.6 -22.0 8.1 10.4 5.9
Consumer Discretionary uUsbD 152 7,082 12.6 -6.5 42 -126 -19.8 7.1 33 12.0 11.2 17.9 16.1 15
Consumer Staples uUsbD 77 4,039 7.2 -4.2 24 9.3 0.4 6.3 14 0.5 33 18.2 17.7 2.7
o | Energy uUsD 57 3,301 5.9 9.1 34 243 214 38.2 -89 1037 -204 5.8 7.3 5.8
8 Financials UsD 196 9,442 16.8 -64 -06 -7.3 -10.1 -3.8 4.0 -9.9 75 9.5 8.8 3.6
% Health Care UsD 109 6,821 12.2 -1.8 0.2 5.6 -3.5 5.9 0.8 5.9 -1.2 16.2 16.4 18
@ | Industrials UsD 164 5,327 9.5 -9.0 12 -96 -16.1 4.6 -2.8 13.7 -9.6 12.9 14.2 2.8
L Real Estate UsD 47 1,149 2.0 -11.9 -9.0 -10.7 -19.7 -2.7 34 -3.4 0.2 19.1 19.0 3.6
Technology UsbD 142 13,627 24.3 -9.7 -03 -155 -252 7.9 5.7 -0.1 9.7 19.4 17.7 1.0
Telecom usD 41 1,878 33 -81 -85 -138 -10.3 -5.4 -1.4 -4.8 9.3 12.0 109 3.6
Utility USD 53 1,699 3.0 -9.2 01 108 -1.4 -3.9 -9.2 -88 148 184 161 3.4

Source: Erste Group Research, FactSet. Closing Prices as of: 29.9.2022.
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CEE Indices
Weight Performance (%) Growth (%, yly)
No. of Mkt. Cap. (%) EUR Sales Net Profit Adj.

Erste CEE Index . EURbDbn CEE iMm 3M 12M YTD 22e  23e 22e  23e
CEE Coverage EUR 157 283 100 -10.0 -11.9 - 24.3 - 26.7 186 13.3 38.1 - 103 6.1 6.8 5.6
CEE Austria EUR 36 105 368 -83-82-223 -257 84 - 32 190 13 6.9 6.8 5.1
CEE Czech Republic EUR 8 37 135 - 71 -118 33 - 77 386 334 1005 18.5 113 95 75
CEE Croatia EUR 1 5 1.7 - 56 -125 - 165 - 175 6.6 74 1.7 4.5 171 16.3 34
CEE Hungary EUR 4 14 48 -159 -126 - 46.1 - 415 259 - 59 111 - 176 3.7 45 36
CEE Poland EUR 78 92 323 -11.1 -18.0 - 337 - 3586 223 330 522 -229 52 6.8 37
CEE Romania EUR 9 16 55 -169 -135 - 134 - 16.0 40.7 - 103 706 71 52 48 185
CEE Serbia EUR 2 2 05 -07 21 89 4.1 54 - 122 2850 - 701 22 74 1141
CEE Slovenia EUR 2 3 10 -130 - 87 - 229 - 271 43 4.0 106 - 119 82 94 6.7
CEE Turkey EUR 6 1 38 -112 163 13 18.3 344 - 105 291 - 268 44 6.1 33

Source: Erste Group Research, FactSet. Closing Prices as of: 29.9.2022.
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Disclaimer

This investment research (the "Document”) has been prepared by Erste Group Bank AG or any of its consolidated subsidiaries
(together with consolidated subsidiaries "Erste Group") independently and objectively for the purpose of providing additional
economical information about the analyzed company or companies The Document is based on reasonable knowledge of Erste
Group's analyst in charge of producing the Document as of the date thereof and may be amended from time to time without
further notice. It only serves for the purpose of providing non-binding information and does not constitute investment advice or
investment recommendations. This Document does not constitute or form part of, and should not be construed as, an offer,
recommendation or invitation to subscribe for or purchase any securities, and neither this Document nor anything contained
herein shall form the basis of or be relied on in connection with or act as an inducement to enter into any contract or inclusion of
a security or financial product in a trading strategy. All information, analysis and conclusions provided herein are of general
nature. This Document does not purport to provide a comprehensive overview about any investment, the potential risks and
results nor does this Document take into account any individual needs of an investor (the "Investor") in relation to proceeds, tax
aspects, risk awareness and appropriateness of the security or financial product. Therefore, this Document does not replace any
investor- and investment-related evaluation nor any comprehensive risk disclosure; any security or financial product has a
different risk level. Performance charts and example calculations do not provide any indication for future performance of the
security or the financial product. Information about past performance does not necessarily guarantee a positive development in
the future and investments in securities or financial products can be of risk and speculative nature. The weaker the Company's
credit-worthiness is, the higher the risk of an investment will be. Not every investment is suitable for every investor. Therefore,
Investors shall consult their advisors (in particular legal and tax advisors) prior to taking any investment decision to ensure that —
irrespective of information provided herein — the intended purchase of the security or financial product is appropriate for the
Investor's needs and intention, that the Investor has understood all risks and that, after due examination, the Investor has
concluded to make the investment and is in a position to bear the economical outcome of such investment. Investors are
advised to mind the client information pursuant to the Austrian Securities Supervision Act 2018. Investment research is
produced by Erste Group's division for investment research within the framework provided by applicable laws. The opinions
featured in the equity and credit research reports may vary. Investors in equities may pursue different interests compared to
those of investors on the credit side, related to the same issuer. The analyst has no authority whatsoever to make any
representation or warranty on behalf of the analyzed Company, Erste Group, or any other person. While all reasonable care has
been taken to ensure that the facts stated herein are accurate and that the forecasts, opinions and expectations contained
herein are fair and reasonable, Erste Group (including its representatives and employees) neither expressly nor tacitly makes
any guarantee as to or assumes any liability for the up-to-dateness, completeness and correctness of the content of this
Document. Neither a company of Erste Group nor any of its respective managing directors, supervisory board members,
executive board members, directors, officers or other employees shall be in any way liable for any costs, losses or damages
(including subsequent damages, indirect damages and loss of profit) howsoever arising from the use of or reliance on this
Document. Erste Group, associated companies as well as representatives and employees may, to the extent permitted by law,
have a position in the securities of (or options, warrants or rights with respect to, or interest in the financial instruments or other
securities of) the Company. Further, Erste Group, associated companies as well as representatives and employees may offer
investment services to the Company or may take over management function in the Company. This Document has been
produced in line with Austrian law and for the territory of Austria. Forwarding this Document as well as marketing of financial
products described herein are restricted or interdicted in certain jurisdictions. This, in particular, applies to the United States,
Canada, Australia, Switzerland, Korea and Japan. In particular, neither this Document nor any copy hereof may be taken or
transmitted or distributed, directly or indirectly, into the United States or to US Persons (as defined in the U.S. Securities Act of
1933, as amended) unless applicable laws of the United States or certain federal states of the United States provide for
applicable exemptions. Any failure to comply with these restrictions may constitute a violation of the laws of any such other
jurisdiction. Persons receiving possession of this Document are obliged to inform themselves about any such restrictions and to
adhere to them. By accepting this Document, the recipient agrees to be bound by the foregoing limitations and to adhere to
applicable regulations. Further information may be provided by Erste Group upon request. This Document and information,
analysis, comments and conclusions provided herein are copyrighted material. Erste Group reserves the right to amend any
opinion and information provided herein at any time and without prior notice. Erste Group further reserves the right not
to update any information provided herein or to cease updates at all. All information provided in this Document is non-
binding. Misprints and printing errors reserved.

Erste Group is not registered or certified as a credit agency in accordance with Regulation (EC) No 1060/2009 of the European
Parliament and of the Council of 16 September 2009 on credit rating agencies (the Credit Rating Agencies Regulation). Any
assessment of the issuers creditworthiness does not represent a credit rating pursuant to the Credit Rating Angencies
Regulation. Interpretations and analysis of the current or future development of credit ratings are based upon existing credit
rating documents only and shall not be considered as a credit rating itself.

If one of the clauses provided for in this disclaimer is found to be illicit, inapplicable or not enforceable, the clause has to be
treated separately from other clauses provided for in this disclaimer to the largest extent possible. In any case, the illicit,
inapplicable or not enforceable clause shall not affect the licithess, applicability or enforceability of any other clauses.
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Important Disclosures

THIS DOCUMENT MAY NOT BE TAKEN, TRANSMITTED OR DISTRIBUTED INTO THE UNITED STATES, CANADA,
SWITZERLAND, AUSTRALIA, KOREA OR JAPAN OR TO ANY U.S. PERSON OR TO ANY INDIVIDUAL OUTSIDE CANADA,
SWITZERLAND, AUSTRALIA, KOREA OR JAPAN WHO IS A RESIDENT OF THE UNITED STATES, CANADA, AUSTRALIA
OR JAPAN OR TO THE PRESS IN THESE COUNTRIES.

General disclosures

All recommendations given by Erste Group Research are independent, objective and are based on the latest company, industry and other general
information publicly available which Erste Group Research considers being reliable; however, we do not represent or assume any liability for the
completeness of accuracy of such information or our recommendation. The best possible care and integrity is used to avoid errors and/or misstatements.
No influence on the rating and/or target price is being exerted by either the covered company or other internal departments of Erste Group. Each research
drawn up by an analyst is reviewed by a senior research executive or agreed with a senior analyst/deputy (4-eyes-principle). Erste Group has
implemented thorough Compliance Rules on personal account dealings of analysts (please see “Conflicts of Interest”). Analysts are not allowed to involve
themselves in any paid activities with the covered companies except as disclosed otherwise. No part of their compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or views expressed by them contained in this document. Erste Group may engage in transactions with
financial instruments, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in this research report. In addition, others within
Erste Group, including strategists and sales staff, may take a view that is inconsistent with that taken in this research report.

Conflicts of Interest

Disclosures of potential conflicts of interest relating to Erste Group Bank AG, its affiliates or branches and its relevant representatives and employees with
respect to the issuers, financial instruments and/or securities forming the subject of this document are updated daily.

For an overview of conflicts of interests for all analysed companies by Erste Group in Credit Research please follow following link:
https://produkte.erstegroup.com/Retail/en/ResearchCenter/Overview/Disclaimer/index.phtml.

Erste Group Bank AG ensures with internal policies that conflicts of interest are managed in a fair manner. The policy ,Managing Conflict of Interest in
connection with Investment Research* is provided under the following link:
https://produkte.erstegroup.com/Retail/en/ResearchCenter/Overview/Disclaimer/index.phtml.

A history of all recommendations within the last 12 months is provided under the following link:
https://produkte.erstegroup.com/Retail/en/ResearchCenter/Overview/Disclaimer/index.phtml.

Valuation and Methodology

Detailed information about the valuation and methodology of investment research by the Erste Group Bank AG is provided under the following link:
https://produkte.erstegroup.com/Retail/en/ResearchCenter/Overview/Disclaimer/index.phtml.

All market prices within this publication are closing prices of the previous trading day (unless otherwise mentioned within the publication).

Planned frequency of updates for recommendations

Target prices or recommendations for financial instruments are meant to be 12 month target prices or equivalent recommendations (except if other validity
period is stipulated) starting from the date of the publication. Target prices and recommendations are reviewed usually upon release of quarterly reports,
or whenever circumstances require (e.g. company updates, ad-hoc publications, etc.).

Periodical publications are identified by their respective product name and indicate update frequency as such (e.g. Quarterly). Recommendations
mentioned within these publications are updated in an according frequency, unless otherwise mentioned (e.g. target price or recommendation is not
updated on a monthly base, even when mentioned in summarizing monthly/quarterly product).
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Links

Erste Group may provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not imply that Erste Group endorses,
recommends or approves any material on the linked page or accessible from it. Erste Group does not accept responsibility whatsoever for any such material,
including in particular the completeness and accuracy, nor for any consequences of its use.

Additional notes to readers in the following countries:

Austria: Erste Group Bank AG is registered in the Commercial Register at Commercial Court Vienna under the number FN 33209m. Erste Group Bank AG is
authorized and regulated by the European Central Bank (ECB) (Sonnemannstrale 22, D-60314 Frankfurt am Main, Germany) and by the Austrian Financial Market
Authority (FMA) (Otto-Wagner Platz 5, A-1090, Vienna, Austria).

Germany: Erste Group Bank AG is authorised for the conduct of investment business in Germany by the Austrian Financial Market Authority (FMA) and subject to
limited regulation by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).

United Kingdom: Erste Group Bank AG is regulated for the conduct of investment business in the UK by the Financial Conduct Authority and the Prudential
Regulation Authority. This document is directed exclusively to eligible counterparties and professional clients. It is not directed to retail clients. No persons other than
an eligible counterparty or a professional client should read or rely on any information in this document. Erste Group Bank AG does not deal for or advise or
otherwise offer any investment services to retail clients.

Czech Republic: Ceska spofitelna, a.s. is regulated for the conduct of investment activities in Czech Republic by the Czech National Bank (CNB).

Croatia: Erste Bank Croatia is regulated for the conduct of investment activities in Croatia by the Croatian Financial Services Supervisory Agency (HANFA).

Hungary: Erste Bank Hungary ZRT. and Erste Investment Hungary Ltd. are regulated for the conduct of investment activities in Hungary by the Hungarian Financial
Supervisory Authority (PSZAF).

Serbia: Erste Group Bank AG is regulated for the conduct of investment activities in Serbia by the Securities Commission of the Republic of Serbia (SCRS).
Romania: Banka Comerciala Romana is regulated for the conduct of investment activities in Romania by the Romanian National Securities Commission (CNVM).
Poland: Erste Securities Polska S.A. is regulated for the conduct of investment activities in Poland by the Polish Financial Supervision Authority (PFSA).
Slovakia: Slovenska sporitelfia, a.s. is regulated for the conduct of investment activities in Slovakia by the National Bank of Slovakia (NBS).

Switzerland: This research report does not constitute a prospectus or similar communication in connection with an offering or listing of securities as defined in
Articles 652a, 752 and 1156 of the Swiss Code of Obligation and the listing rules of the SWX Swiss Exchange.

Hong Kong: This document may only be received in Hong Kong by ‘professional investors’ within the meaning of Schedule 1 of the Securities and Futures
Ordinance (Cap.571) of Hong Kong and any rules made there under.

© Erste Group Bank AG 2022. All rights reserved.

Published by:

Erste Group Bank AG

Group Research

1100 Vienna, Austria, Am Belvedere 1
Head Office: Wien

Commercial Register No: FN 33209m
Commercial Court of Vienna

Erste Group Homepage: www.erstegroup.com
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