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How strong a Q3 rebound?

How strong a Q3 rebound? Monthly data point to a strong pickup in
economic momentum during the course of Q2, in part due to catch-up
effects. Still, after the unprecedented 10.1% GDP contraction in Q2 we
expect a 5% increase in Q3 followed by a 2% rise in Q4 (consensus: 5.2%
and 2.4%). The increase in COVID-19 infection rates in Germany and
elsewhereisaconcern, although notyetalarming. For seasonal reasons we
expect elevated rates until spring 2021. We assume that a vaccine will be
widely available by mid-2021, generating a confidence boost for the back
part of that year. We now expect German GDP to contract by 6.4%
(compared with -9% predicted in early May) followed by a 4% increase in
2021. Still, the pre-COVID output level will not be reached before mid-2022.
The current exceptional volatility in monthly data and the further
development of the global pandemic imply that the error margins remain
exceptionally high.

Merkel’s strength might become a burden for her potential successors.
Chancellor Merkel leveraged her strong standing and Germany’s economic
and political weightto help brokera deal onthe EU budgetandthe Recovery
Fund. She will remain busy steering European affairs during the German EU
presidency until the end of December. At home, contenders within the
conservative camp are stepping up theircampaigns for CDU leadershipand
succeeding Merkel as the CDU/CSU’s chancellor candidate ahead of the
party convention on Dec. 3-5. The odds seem to have shifted between the
candidates based on their performance during the pandemic. A key
question will be whether the CDU and its potential new leaders will try to
emancipate themselves from Merkel’s legacy. If opportune at all, this has
become more difficult now given Merkel’s popularity, which has pushed up
polls for the conservatives during the pandemic, too. The perception of a
weakened CDU candidate field has fueled speculation that Bavarian PM
Soder may eventually become the chancellor candidate of the CDU/CSU.
But the decision on this position is unlikely to be taken before next year.
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Key Economic Forecasts

Figure 1: Economic Forecasts

Real GDP Consumer Prices Current Account Fiscal Balance
(% growth) (% growth) (% of GDP) (% of GDP)

2019 2020F 2021F 2019 2020F 2021F 2019 2020F 2021F 2019 2020F 2021F
Euroland 1.3 -8.6 4.6 1.2 0.3 0.8
Germany 0.6 -6.4 4.0 1.4 0.4 1.1
France
Italy
Spain
Netherlands
Belgium
Austria
Finland
Greece
Portugal
Ireland
UK 1.5 -115 3.7 1.8 0.6 1.6 -25  -18.6 -7.8
Sweden
Denmark
Norway
Switzerland
Poland
Hungary
Czech Republic
United States 2.2 -5.2 3.1 1.8 1.0 1.3 -2.3 -3.1 -3.6 46 -23.2 -115
Japan 0.7 -6.4 1.6 0.5 0.1 0.6 3.6 2.2 1.7 -4.1  -15.0 -10.2
China 6.1 1.6 8.8 0.8 3.0 2.3
World 3.0 -4.5 5.4 2.5 2.6 2.6

Source : National Authorities, Deutsche Bank

Figure 2: Forecasts: German GDP growth by components, % qoq; annual data % yoy

2018 2019 2020F 2021F Q1 Q2 Q3F Q4F Q1F Q2F Q3F Q4F

Real GDP 1.5 0.6 -6.4 4.0 -2.0 -10.1 5.0 2.0 1.0 07 16 1.6
Private consumption 1.3 1.6 -3.2
Gov't expenditure 1.4 2.7 0.2
Fixed investment 3.5 2.6 -0.2

Investment in M&E 4.4 0.6 -6.9
Construction 25 3.8 4.1
Inventories, pp 0.3 -0.8 -0.1
Exports 21 1.0 -3.1
Imports 3.6 2.5 -1.6
Net exports, pp -04 -0.6 -0.5

Consumer prices* 1.7 1.4 0.4 1.1

Unemployment rate, % 5.2 5.0 6.2 6.6

Industrial production** 1.1 -4.2

Budget balance, % GDP 1.9 1.5

Public debt, % GDP 61.9 59.8

Balance on current account, % GDP 7.4 7.8

Balance on current account, EUR bn 2414 2671

* HCPI This can lead to discrepancies to other DB publications. **Manufacturing (NACE C)
Source : Federal Statistical Office, Deutsche Bank Research

Page 2 Deutsche Bank AG/London



10 August 2020
Focus Germany

How strong a Q3 rebound?

= Monthly data point to a strong pickup in economic momentum during the
course of Q2, in part due to catch-up effects. Still, after the unprecedented
10.1% GDP contraction in Q2 we expect a 5% increase in Q3 followed by a
2% rise in Q4 (consensus: 5.2% and 2.4%).

= The increase in COVID-19 infection rates in Germany and elsewhere is a
concern, although not yet alarming. For seasonal reasons we expect
elevated rates until spring 2021. We assume that a vaccine will be widely
available by mid-2021, generating a confidence boost for the back part of
that year.

= We now expect German GDP to contract by 6.4% (compared with -9%
predicted in early May) followed by a 4% increase in 2021. Still, the pre-
COVID output level will not be reached before mid-2022. The current
exceptional volatility in monthly data and the further development of the
global pandemic imply that the error margins remain exceptionally high.

Economic moment surged during the course of Q2, despite a record
GDP contraction

The 10.1% slump in Q2 GDP was historic, albeit not as dramatic as feared back in
early May. May/June retail sales and industrial data showed that the end of most
lockdown restrictions in May unleashed a stronger-than-expected rebound. We do
not expect this momentum to be maintained during Q3. First, monthly data were
driven by catch-up effects causing some likely overshooting. This has been
particularly evident in retail sales. Here we expect some negative payback,
notwithstanding the 3pp VAT reduction from July 1st. Secondly, the pandemicis far
from over. Chances are high that for seasonal reasons and due to less vigilant
individual behaviorin parts of the society, infection rates will remain elevated in H2.
Still, Q3 GDP is expected to expand by 5% qoq. Maybe more, if these two caveats
turn out to be less of a factor.

Figure 3: COVID-19: Government Response Tracker (100 = Strictest response)
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Source : Oxford COVID-19 Government Response Tracker

Global environment improving slightly faster than expected

In Q2 almost all major countries suffered quarterly GDP declines of an
unprecedented scale. Ranging from -18.5% in Spain to -9.5% in the US. China
provided the big exception growing by 11.5%. Korea and Taiwan, which managed
the pandemic very well, could limit their GDP decline to 3.3% and 2.3%,

Deutsche Bank AG/London
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respectively. In July the global composite (50.8) and manufacturing PMI (50.3)
managed to surpass the 50 boom/bust-threshold after falling to all-time lows of
26.2 and 39.6 back in April. The index for new export orders (46.9) is recovering
more gradually, albeit positive surprises provided by Chinese exports — see for
example the further 7.2%, jump in July. This has to a lesser extent been mirrored by
most other Asean countries. Overall, global trade — which was down by 17.7% yoy
in May according to CPB — will recover more gradually due to the uneven regional
impact of COVID-19 but probably also due to the recent flare-up of the US-Chinese
conflict and the increasing risk that Brexit will cause further frictions, although we
still expect that a no-deal Brexit will be avoided.

| Figure 4: Q2 GDP growth rates of selected countries Figure 5: Germany's major export destinations (June 2020)
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Source : OECD, 6 August 2020 I Source : Federal Statistical Office

Given that in most countries the Q2 GDP slump has turned out slightly less severe
than we expected back in early May we have marked up our forecasts for 2020
growth in many regions of the world. Global growth is now seen at-4 1/2% this year,
about 1 1/2% pts stronger than we projected three months ago. The quicker
recovery this year takes some steam out of our projection for growth in the first half
of 2021, as does the surprisingly persistent spread of the virus in the US and
increasing prospects for some resurgence more globally over the winter. But our
expectation for widespread vaccination by the middle of next year should give the
second half of the year a lift and leaves global growth for the year about in line with
our earlier projection in the vicinity of 5-1/2%. Beyond next year, we see world
growth gradually slowing at above-trend rates as unemployment gradually returns
to pre-virus norms by 2024-25. We expect trend or potential growth rates in out
years to be somewhat below pre-virus rates due to a combination of demographic
forces (aging populations slowing labor-force growth), lingering disruptions from
COVID-19, fiscal drag, and supply-chain realignments in the presence of persistent
global trade tensions. The longer-term slowdown would be greater were it not for
an overdue innovation boom that should be giving productivity growth a lift.

Pandemic situation and assumptions — vaccine available by mid-2021
Worldwide, the number of COVID-19 infections is still rising by about 250k per day.
Total confirmed cases stand at 19.1 million, deaths related to the virus have
exceeded 700k. While the number of new daily infections seems to have reached
a plateau or flattened in recent hotspots such as the US, Brazil, India, and Russia,
it has picked up again in some European countries such as Poland, Spain, the
Netherlands, Belgium, and Romania.In some countries (Israel, Australia) a “second
wave” seems to have started. These recent COVID-19 setbacks indicate that
significant challenges remain in the near term, especially over the winter to come
before widespread vaccination occurs.

Page 4
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In Germany the rate of new infections hasrisen to around 750 per day (7 day moving
average), following the low of about 350 recorded mid-July. This compares with
around 5500 at the peak of the pandemic in early April. Part of the acceleration can
be traced to more testing. New infections are reported from specific settings (agri.
plants, nursing homes, and refugee facilities), but there is also a more-diffuse pick-
up, related to people returning from vacations abroad and less social distancing
(parties, religious events). The number of counties reporting zero new infections
during the last week has fallen to 65 compared to almost 150 at the beginning of
June.

With tests now required for people returning from most non-EU countries the
number of new infections is expected to rise further. We expect these rates to
remain alleviated in autumn and winter. Research suggests that the virus can
survive better within colder environments and can spread more easily once people
stay more indoors and their resistance levels are lower for seasonal reasons. The
impact of children returning to school after summer holidays will be closely
watched, although research seems to suggest that this should not lead to an
increase in infection rates. If we get a more-normal flu season people with unclear
symptoms are likely to self-quarantine in rather large numbers. In our baseline we
expect a reimplementation of restrictions only at a local level and temporarily. But
voluntary social distancing is likely to increase in response to higherinfection rates.

That said, news on the vaccine development front has been generally favorable. In
early May we assumed implicitly that effective vaccination would not occur on a
global scale until late next year. With several candidates now well into stage-3
testing and production under way, that schedule may well have advanced by as
much as six months. We now assume effective vaccination will be widely available
by mid-2021 if not sooner. We see risks on both sides of this schedule.

Q2 GDP: Historic slumps, albeit not as bad as feared

With -10.1% qoq the Q2 slump was by far the biggest decline since the start of
quarterly GDP statistics in 1970, although it was not as bad as we had expected in
our forecast from early May (-14%). In our assessment at the end of June we had
clearly highlighted the “upside risks”, by stating thatour 14% call looked somewhat
too pessimistic, given the information provided by high-frequency trackers.'
According to the Statistical Office’s explanations provided with the flash estimate,
all demand components except government consumption suffered massive
declines. GDP fell by 11.7% yoy exceeding the -7.9% contraction in Q2 2009 by a
wide margin. The Stat. Office will publish more-detailed results on August 25. It has
warned that the massive uncertainties triggered by the COVID-19 pandemic could
result in bigger-then-usual revisions. Given the June production and export
numbers, which came more orless in line with expectations, the risks are relatively
limited, though.

The better-than-expected Q2 resultis to a large extent due to an unexpectedly large
catch-up effectin private consumption. After falling by a cumulated 8.6% in March
and April, retail sales surged by 12.7% mom in May. Despite a modest 1.6% mom
declineinJunethe indexlevel was stillalmost 5% above the 2019 average. Potential
postponements of big-ticket purchases, given the 3pp VAT cut becoming effective
in July, were notvisible in the sales data (sales of groceries, beverages and tobacco
falling by -5.9% mom recorded the biggest drop). Similarly, June manufacturing

1 See Focus Germany: “Sounding out the Q2 GDP slump”, June 26, 2020.
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Figure 6: Continental Europe:
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data was boosted by a normalization in the auto sector, where output jumped
54.7% mom, with car incentive programs in important markets probably playing a
role, too. While new orders surged by 66.5% in June, we therefore still expect more-
modest production increase in coming months.

Figure 9: Monthly indicators Figure 10: Foreign orders & global IP

(LEI)
2010 = 100 Index (>100=Expansion) Index % yoy
130 103

120

13

14

15

16

17

15
5
110 m 101
100 ,M—’Aw*f"wwf 100 A 5
FAPTIMSH=N 99
90 ¥ \/ -15
25

-36

11 12

13

14

15

16

17

18

19 20

e Production == Foreign orders Retail sales

= Buba Global IP leading indicator
Foreign orders (core), yoy, 3Mav, right

Source : Deutsche Bundesbank, Federal Statistical Office |

Source : Deutsche Bundesbank |

Q3 GDP: 5% increase - risks probably skewed to the upside
High-frequency activity trackers have largely normalized at the beginning of
August. Since July truck-traffic data has been trailing its pre-COVID levels by less
than 5%. Individual mobility data is more or less back to its pre-COVID level.
However, electricity consumption is still almost 10% lower than a year ago. Given
that industrial output has accelerated from May onwards (May and June saw
increases of on average 8%), Q3 industrial production should enjoy a substantial
rebound after Q2's 16.2 slump. Given the extremely alleviated retail sales levels in
May and June resulting in a marginal 0.3% qoq decline in Q2, the Q3 wiill almost
certainly see a decline in retail sales.

Figure 13: Google mobility index
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Figure 11: Germany: Actual
electricity demand
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Figure 12: German truck-traffic
index: The gap has closed
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Risks for winter half — limited 2021 GDP increase to about 4%

The strong momentum in the capital goods sector — even ex cars domestic orders
surged by 64.4% mom in June resulting in a 21.4% yoy increase — suggests that the
sentiment in the corporate sector is — so far — recovering more quickly than we had
expected earlier this year. Still, we expect that increasing infection rates will put a standardised
lid on animal spirits in the coming months. Furthermore, the end of the moratorium 4

on corporate insolvencies at the end of September will likely result in a strong
increase in insolvencies of smaller companies. Due to the moratorium corporate
insolvencies were down by an amazing 13.3% yoy in April. This reality check should
also leave its imprint in the Q4 unemployment numbers. With the impulses from
pent-up demand tapering off, quarterly GDP growth rates will slow in the winter
half. If our expectation of a vaccine being widely available by mid-2021 materializes, 19 20

this should provide a renewed jolt to activity in Germany and globally, so that —ifo —PMI Comp

German GDP should increase by about 4% following a 6.4% decline in 2020. —ZEW Sentix
Source : Bloomberg Finance LP, ifo, IHS Markit

Figure 14: German confidence
indicators up strongly

b &dbsdonwn

Unemployment to rise into 2021

The massive GDP slump in Q2 also left its mark on the German labour market. The
seasonally adjusted number of unemployed climbed to 2.8m (+548k) in the second
quarter, but fell by 18k in July. The unemployment rate rose to 6.2%, after 5%in Q1.
Based on the unadjusted monthly figures, the Federal Employment Agency (BA)

Figure 15: German labour market:
Signs of stabilisation after the severe
COVID-19 shock

calculates the COVID-19 effect on July unemployment at +635k persons compared '000 ratio
to the previous year — an increase of around 28%. This increase is due in roughly 900 7.5
equal parts to increased inflows from employment and self-employment, lower 800 7.0
outflows, less relief from underemployment as a result of the COVID-19-related 700 /\ 6o
restrictions for labour market policy measures, and a residual figure of "other Egg / \ EZ
reasons". Nevertheless, this development would certainly have been even more 200 50
dramatic without the massive use of short-time work. According to preliminary 300 45
projections by the BA, short-time work benefits were paid to around 6.7m 13 14 15 16 17 18 19 20
employees in May (April: 6.1m), hence almost 20% of all German employees Vacancies (left)

subject to social-security contributions were actually on short-time work in May. Unemployment rate (right)
The number of notifications of short-time work peaked at 8.02m (April). In July (up  Source : Federal Employment Agency

to and including 26th) new applications for only 190k employees were received.
Just under 30% of these latest notifications were in the mechanical engineering,
metalworking and automotive industries.

Figure 16: COVID-19 puts an end to German employment growth
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Source : Federal Employment Agency, Federal Statistical Office, Deutsche Bank Research |

The fact that the economic trough is now behind us is reflected in leading labour
market indicators (IAB labour market barometer and ifo employment barometer).
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Nevertheless, the signs here are currently pointing more to stabilization than
expansion. Industry, in particular, is expecting further redundancies.

Figure 17: Labour market indicators: General stabilization but still negative
outlook for manufacturing
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Source : ifo, IAB, IHS Markit, Federal Employment Agency |

Nevertheless, in H1 therise in unemploymentwas lowerthanforecast, aseconomic
developments were not quite as bad as we had expected. Based on the upward
revision of our2020 GDP forecastand the development of the labour market to date,
we now expect an unemployment rate of 6.2% for the current year (previously:
6.6%). In 2021 we expect this ratio to rise to 6.6% (previously 6.4%). The COVID-19
shock is likely to have more long-term and thus structural consequences than
previously assumed, companies are likely be forced to make redundancies despite
the possibility of short-time working. This could, for example, affect temporary
workers who are currently still on short-time working. There are already numerous
corporate statements pointing into this direction, e.g. from the automotive industry
or the aviation sector. In addition, many job starters will probably have difficulties
finding a job and therefore register as unemployed. On the other hand, we expect
only a comparatively modest reduction in unemployment in 2021, as companies
will likely be reluctant to increase their workforce due to the ongoing uncertainties
in the environment. A major upside risk would, of course, be the availability of an
effective corona vaccine. In this case, labour-market policy measures could again
be applied on a larger scale. People who then participate in further training or
retraining measures of the regional employment agencies would no longer be
recorded as unemployed. From today's perspective, this has the potential to reduce
the number of unemployed by a good 250,000 persons.

Stefan Schneider, (+49) 69 910-31790
Marc Schattenberg, (+49) 69 910-31875
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Merkel's strength might become a burden for her potential
Successors

= Chancellor Merkel leveraged her strong standing and Germany’s economic
and political weightto help brokeradeal onthe EU budgetand the Recovery
Fund. She will remain busy steering European affairs during the German EU
presidency until the end of December.

= At home, contenders within the conservative camp are stepping up their
campaigns for CDU-leadership and succeeding Merkel as the CDU/CSU’s
chancellor candidate ahead of the party convention on Dec. 3-5. The odds
seem to have shifted between the candidates based on their performance
during the pandemic.

= Akey question will be whether the CDU and its potential new leaders will
try to emancipate themselves from Merkel's legacy. If opportune at all, this
has become more difficult now given Merkel’s popularity which has
pushed up polls for the conservatives during the pandemic, too.

= The perception of a weakened CDU candidate field has fueled speculation
that Bavarian PM Soder might eventually become the chancellor candidate
of the CDU/CSU. But the decision on this position is unlikely to be taken
before next year.

As broadly expected, on the last meters of her chancellorship Merkel is investing
political capital on topics beyond domestic politics. In particular, she has leveraged
—andi s likely to continue doing so — her high domestic popularity for European (and
international) matters. Together with French President Macron she was the
decisive figure to foster a compromise on the multiannual EU budget and the
Recovery Fund for which the German-French initiative from May paved the ground.
Germans have somehow mixed feelings about the agreed package — which allows
the EU forthe firsttime to take up significantdebtto finance grants to crisis-affected
EU members. Still, Merkel's personal approval ratings which have soared to over
70% (Deutschlandtrend) in recent months largely thanks to the handling of the
corona crisis, remain high. In the recent “elite-panel” (Allensbach, FAZ July 27),
91% of business and political executives surveyed consider Merkel's political work
a success (see Figure 1). The broader popularity ranking for the most important
politicians (see Figure 2) clearly sets Merkel apart from senior CDU politicians,
including those running for CDU leadership. Only the Bavarian PM Markus Soder
(CSU) enjoys a comparably good approval rating. The Germans’ new “love affair”
with their chancellor makes life for Merkel’s successor more difficult. It also leaves
the question of who will be leading Germany from autumn next year basically open.

Reshuffling the field of candidates?

The pandemic and the management ofthe crisis hasleft theirimprinton the election
of a new CDU leader both in terms of process as well as most promising
frontrunners.

Justtorecallthe pre-COVID-19 developments: Merkel stepped down from the CDU
chairin the middle of 2018 and reemphazised that she would stand down after the
currentterm. The move was supposed to allow her party a sort of restart against the
background of a severe dispute with the CSU over Merkel's refugee policy, weak
regional election in CDU strongholds and a general public perception of Merkel as
a lame duck. The same year Annegret Kramp-Karrenbauer (AKK) become CDU
chair, a close win against Friedrich Merz but a more-comfortable margin over the
third contender, Jens Spahn, health minister in Merkel’s cabinet. But the election

Deutsche Bank AG/London

Figure 18: Leaders attest most top
politicians good performance during
corona crisis
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Source : FAZ, July 27, 2020, survey of 523 executives from
business, politics and administration

Figure 19: Popularity ranking of
important German politicians
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(highest opinion) to -5 (lowest opinion)
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Source : Forschungsgruppe Wahlen Politbarometer July 2020
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of AKK, a close Merkel ally, as new CDU party leader did not prevent further defeats
in (eastern) state elections thus adding to increasing criticism of AKK. In February
this year, AKK relinquished ambitions for chancellorship and announced to step
down from the party chair. The election of the next party leader and potential
chancellor candidate envisaged for April was postponed several times and will now
take place at the ordinary annual party convention on December 3-5.

The field of candidates slightly changed compared with 2018. Jens Spahn pulled
himself out of the game by now running in tandem with Armin Laschet, the PM of
North Rhine-Westphalia. Norbert Rottgen (MP) has thrown his hatin the ring, while
Friedrich Merz will again run on his own. While Laschet and Spahn had to prove
themselvesin (regional) crisis management, Merz (without executive function) and
Rottgen have kept a low profile over the recent months. Now, as the immediate
threat of the COVID-19 crisis is gradually pushed to the back, political competition
and posturing have returned. The boasting between state PMs on the most
successful policy response and crisis management also has a strategic dimension
with a view to the leadership contest.

But to a certain extent, the crisis generally seems to have weakened the candidate

field. Laschet, the previous forerunner seems to be stumbling. Laschet is a

moderate, Merkel-like voice within the CDU, prime minister of Germany’s most-
populous state and has a reputation as dedicated European (he refrained from
closing the border to Belgium and the Netherlands during the pandemic). But his
response to the pandemic as PM of North Rhine-Westphalia has raised questions
about his judgement bysome observers.Mediahaveturned rathercriticaltowards
him, with possible repercussions in public perception. Also the popularity of both
his fellow candidates Rottgen and Merz was damaged during the pandemic. The
situation looks different for Jens Spahn, Laschet’s running mate. His track record
in managing the crisis as Federal Minister of Health has pushed the 40-year old
to eye level with Laschet. The still-influential Wolfgang Schauble, former fin-
ance minister and currently president of the Bundestag, regards him as "an out-
standing talent in the CDU" (Zeit, July 16). Other senior CDU politicians sugg-
est Spahn should give up his reservation to run for chancellor and party
leadership independently but Spahn’s response so far has been that “Laschet and
himselfhave decided to make the bid to the party in tandem” (Spiegel, July 26).

Decoupling the posts of CDU chair and CDU/CSU candidate for
chancellorship?

Usually, the CDU'’s leadership contest is de facto also a predecision regarding the
CDU/CSU chancellor candidate. The perceived weakness of the CDU candidate
field, though, has fueled speculations in media and politics of a different approach:
To decouple the posts of CDU leadership and chancellor candidate of the Union.
Center of these speculations is Markus Soder, the PM of Bavaria and leader of the
CDU's sister party, the CSU. Soder’s popularity has surged amid his handling of the
crisis, and his popularity ratings are second only to Chancellor Merkel's.
His appearance during the pandemic and the more-rigid measures
that he implemented for Bavaria were rewarded with broad public support
also on the federal level. In various polls a (relative) majority regards him as the
best option for a CDU/CSU chancellor candidate. Soder himself has so far been
rather vague on whether he would accept a potential offer; but his denials
have become less categoricalrecently. Atthe CSU partyconvention onDecember
12 (a week afterthe CDU convention), however, he would likely have to take a
position on this. Merkel haskept quiet aboutherpreference for asuccessor(afterthe
positioning of AKKdid not work out as hoped for), but she allowed Soder to host her
for an official visitin
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Bavaria which produced favorable images for him, likely frustrating his rivals.

However, politics is not only about popularity. First, while the CDU and CSU form
a joint parliamentary group, the CSU accounts for just a fifth of the MPs. CDU MPs
mightfind it difficult to accept a candidate from the smaller sister party. In addition,
historical experience with a Union’s candidate from the CSU has not been
encouraging. Against the background of the CDU questioning its own leader’s
prospect, itdecided to run with CSU candidatesin 1979 (Franz Josef StrauRR instead
of Helmut Kohl) and in 2002 (Edmund Stoiber instead of Angela Merkel) but lost
both elections. Second, it is unclear that whoever will be elected as CDU leader
would be willing to step aside for Soder. In particular, for Merz and Laschet the
major reason to pursue the party’s top job is probably the chance to go for
Germany'’s top job. In this situation some have started to encourage Minister of
Health Spahn to run for party leader on his own and notin tandem with Laschet (see
above). Infact, he would then run against Laschet if the latter does not withdraw his
candidacy. This could create the opportunity to form an alternative team of Spahn
and Soder, a combination that according to recent surveys (RTL Trendbarometer,
Forsa) 49% of the Germans and 66% of the CDU/CSU electorate would consider a
good one. We would see this as a possible but rather unlikely option as of now.

Lack of hot topics for the CDU candidates’ campaigning

Before the COVID-19 pandemic, the election of the new CDU party leader had been
regarded as a principle decision between a more-conservative and a moderate
“Merkelian”- centric policy path both in social as well as economic terms. At least
with regard to the latter this might not be such a hot topic for the time being. The
government'’s crisis measures built a huge fiscal rescue and stimulus package,
largely debt-financed. The preparedness to let the state assume a stronger role in
the economy — even including equity stakes in larger and smaller companies —
makes it difficult for any candidate to distance themselves from this approach or to
criticise a slippery slope into state capitalism.

On climate change and European policy, differences between candidates can be
foundin details on the implementation butless so on the broad outline, atleast until
very recently. Merz is putting more emphasis on market forces and technological
progress for meeting the environmental targets. With regard to European policy,
Laschet has proven, as mentioned, to incorporate European aspects into his policy
decisions. He welcomed the results of the recent EU summit and stressed that the
agreementonthe bonds issued by the EU Commission prove that Europe can stand
together in a time of crisis (WELT, July 21). Merz, though, regards the decision to
allow the EU to take on debt as overstretching the EU treaty (n-tv, July 22).

A soft (but emotional) topic that will be up for decision at the party convention is a
binding quota for women in the party’s bodies and on the election lists. Candidates
have voiced different views on this question. The proposal foresees a gradual
implementation of a 30% quota as of January 2021, 40% as of January 2023 and
50% from 2025 onwards. This comes against the background that among the MPs
within the CDU parliamentary group just 21% are female — only the AfD has a lower
share (see Figure 3). The Greens, the SPD and the Left have implemented quotas
since decades.

Deutsche Bank AG/London

Figure 20: Parties have different
proportions of women
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Source : Bundestag and Niedermayer, Oskar (2019).
Parteimitglieder Deutschland, Version 2019.
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Friedrich Merz has voiced some reservation against this proposal and announced
to present an alternative. Rottgen has put his weight behind the proposal as it
stands whereas Laschet has kept quiet on the initiative. It is difficult to assess
whether such a move will help the CDU to win more voters. In a survey (RTL
Trendbarometer) an overwhelming majority of 89% of the respondents said that
gender does not influence their voting decision. Already now, the CDU is relatively
more attractive for female than for male voters (see Figure 4), but if this will hold
after Merkel's departure remains to be seen. In any case, Merkel’'s CDU has been
moving along strongly with the German Zeitgeist, which makes it likely that a
binding quota will be approved at the party convention.

Autumn will see other parties reposition themselves, too
The leadership debate is not limited to the CDU/CSU.

While the SPD has formally elected the parties’ co-leaders Saskia Esken
and Norbert Walter-Borjans at the end of lastyear, their more-leftish approach
has not paid off in terms of sharpening the party’s profile and by that its
popularity. The party leaders’ interventions on a wealth tax or the design of the
support package for the auto industry in the context of the stimulus packages
have been met with criticism even from their own camp, the unions. Despite the
constructive and important roles finance minister Olaf Scholz and labour
minister Hubertus Heil have played in the government’s crisis management, the
SPD continues to hover around 15% in the polls. To a certain extent, the
nomination of a more-conservative CDU leader and/or chancellor candidate
might help the SPD to better distinguish itself in the current political landscape.
And the leadership debate in the SPD is far from being resolved, too. Finance
minister Scholz is the second-most-popular politician in Merkel’s cabinet and
48% of Germans (Politbarometer) consider him a good choice for chancellor,
probably also because he seems to represent continuity beyond the Merkel
years. But it is exactly this image of “continuity” that caused the party base not
to go for Scholz as party leader at the end of last year. But on the other hand,
with Scholz as SPD chancellor candidate, both another grand coalition with
the CDU and a coalition with the Left and Greens would be possible — even
though the chances for the latter are small in the first place. Thus, the SPD
faces once again the challenge of bridging its party-internal tensions between
the base demanding a leftish policy course and a much more-centrist
chancellor candidate. In addition, there might be trouble ahead for Scholz
given the open questions around the insolvency of Wirecard. Right now
it remains open when the SPD will decide on the nomination of its
chancellor candidate, and even the date for the next party convention in early
2021 is not yet fixed.

The Greens seem to be the only German party that has got things straightened
out with itself. Its leadership has just presented a 58-page draft for the new
party manifest. Now, the members are invited to comment on the final
manifest (the fourth in the history of the Greens) to be adopted at the Green
delegates’ conference in autumn. The paper calls for a strong state without fully
putting the benefits of economic efficiency and competition into question.
Still, the Federation of German Industries (BDI) has taken a critical stance
towards major proposals in the draft claiming that too much emphasis
is put on regulations that undermine the freedom and flexibility of
business. More generally speaking, the draft underpins the leadership
ambitions of the Greens by providing positions on a broad range of policy issue
beyond climate change.
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Figure 21: CDU/CSU and Greens won
more female than male votes in 2017
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Figure 22: Upcoming party
conventions

Party Date Place
FDP Sep 19, 2020 Berlin
Left Oct 30 -Nov 1, Erfurt

2020
Greens Nov 20-21, 2020 Karlsruhe
Cbu Dec 3-5, 2020 Stuttgart
CSuU Dec 12, 2020 Nuremberg
SPD Spring 2021

Source : Websites and information from the political parties.
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Atthe same time the wording of the positions is sufficiently vague to allow coalition
building with different political partners —which, in the case of the CDU/CSU would
require painful compromises, though. In terms of nomination of a chancellor
candidate, the fact that the Green party is led by the leadership tandem Annalena
Baerbock and Robert Habeck makes it more challenging to single out the right
chancellor candidate. In polls, roughly a third of the Germans consider Habeck as
qualified for chancellor. However, contrasting the CDU/CSU and the SPD with a
female candidate for chancellorship might also be an interesting strategic
consideration. Inany case, forthe firsttime since WW!II the election year 2021 could
see three serious contenders for chancellorship to compete against each other
(otherwise it used to be two, except for the short episode with FDP leader
Westerwelle).

The FDPis struggling to meetthe 5% thresholdinthe current polls. Itis still suffering
fromitsrole in the state elections in Thuringia last year and the perceptions that the
local FDP has an unclear approach towards the far-right AfD. Also, the party’s
political program to a certain extent runs against the societal trends in Germany.
During the current pandemic, a strong state with strong leaders seem to be more
important for the electorate than a focus on citizens’ own responsibility and
individual rights. In order to address the crisis and calm concerns about their own
and the collective economic future, voters seems to be willing to accept high
budget deficits and rising public debt. It might be too early for calls to return to the
principles of the social market economy and considerations about the fiscal burden
for future generations given the repercussions of the pandemic crisis, let alone its
unforeseeable end.

The far-right AfD has played no significant role in dealing with the pandemic not
least as it is nowhere in an executive position — though represented in all regional
parliaments. In addition, there is a lot of infighting over the future path of the party
and a gamble for power between the extreme right wing and the more-moderate
party members. Still, even despite the internal party quarrels and their lack in
constructive policy cooperation its polling has peaked last summer, since then
hovering at around 10%. And it cannot be ruled out that the trend will be reversed
in the aftermath of the crisis should it be followed by a long recession —which is not
our base line, though.

The Left is not represented in six important regional parliaments but is part of the
governments in Bremen and Berlin. It still has its specific strength in the eastern
German states, above all in Thuringia where a PM from the Left party heads a
minority government. The next elections in Thuringia will take place in mid-April
2021. They have the potential for another political uproar as tensions between the
parties are significant in Thuringia where the far-right AfD is the second strongest

party.

One year until the federal elections — an eternity in political terms

Current party polls (see Figure 6) show the CDU/CSU in a very comfortable position
at 37%. This indicates that right now a government without the conservatives
would be rather impossible in arithmetic terms: SPD, the Greens and the Left will
hardly combine 45% of the votes given that the SPD s still hovering around 15% and
the Greens are back to just below 20% after their peak in summer 2019. With its
current strength, more options for coalition building have been opening up for the
CDU/CSU. In principle, another “grand coalition” would be possible. So would a
conservative-green government. A fifth of the voters currently support one of these
options (Politbarometer July 2020). To the dismay of the CDU's conservative wing,
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Figure 23: Major political parties'
popularity & result of the last federal
election
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the alternatives to the chancellor’s centrist course seem to be rather limited (not
least as the center-right FDP might struggle to cross the 5% hurdle to return to the
Bundestag).

However, this is a snapshot in a volatile environment. The CDU/CSU currently
benefits from the high approval rates for the government’s crisis management as
well as the “chancellor bonus”. The crucial question will be whether this can be
sustained until the federal elections in September 2021. Apart from the choice of
the CDU leader and the chancellor candidate it hinges on a number of
developments such as

m  Further course of the pandemic — will Germany manage a possible second
wave of COVID-19 infections without another (partial) lockdown and prove
its resilience to the crisis as it did since early spring?

= Success of the (financial) crisis measures —the government’s ambition that
with the EUR billions provided in liquidity and guarantees no previously
healthy business should become insolvent due to the pandemic might be
challenged with a time lag in the course of 2021.

= Recovery of the economy — economic forecasts are right now more
uncertain than ever butin our baseline, 2021 should see a return to growth
(DB GDP forecast: a 4% rebound in 2021 after -6.4% in 2020). Still,
unemployment might remain higher than most have experienced over the

Figure 24: Super election year 2021

recent past, fueling concerns of further job losses and decline in consumer Date Land Elections
confidence. 13-Sep-20 North Rhl.ne— Local elections
Westphalia
. . , . . . 14-Mar-21  Hesse Local elections
Major signposts for voters’ sentiment in early spring 2021 Bader:
The first important signpost for voters’ sentiment will be the regional electionsin ~ **™M¥™2!  \urttemberg "1
Baden-Wuerttemberg (and Rhineland-Palatinate) on March 14 (see Figure 7). The  14.mar21  Rhineland- Landtag
. . . . Palatinat
elections there are an important rehearsal for the federal elections laterin 2021 for oA 2oune=
-Apr-21  Thuringia Landtag

several reasons: BW is one of the biggest and most populous German states; it is 6Jun21  Saxony-Anhalt  Landtag

the only state governed by a Green-CDU coalition; and its corporate landscape is Autumn-21 Lower Saxony __Local elections
Mecklenburg-

dominated by the car industry and its suppliers as well as mechanical engineering, Autumn-21 Landtag
both sectors that are either in a restructuring process or heavily depending on  Aumn21 Berlin Abgeordnetenhaus
export demand. The state elections there will be the final kickoff for a fierce federal Autumn-21_all Lénder Bundestag

election campaign which will likely capture attention beyond Germany’s borders.  source: watirecht.de

Barbara Bottcher, (+49) 69 910-31787
Kevin Kérner, (+49) 69 910-31718
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Deutsche Bank German Macro Surprise Index

The DB German Macro Surprise Index compares published economic data with
market forecasts and thus provides clues as to the direction of future forecast

revisions.

Figure 25: DB Macro Surprise Index
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Source : Bloomberg Finance LP, Deutsche Bank Research
Last 20 published economic data for Germany
Bloomberg Tickers Indicator Reporting Publication date Current Bloomberg Surprise Standar@sed Quantile
month value consensus surprise rank
GRBTEXMM Index Exports (% mom) 52020 09/07/2020 8.9 14.0 -5.1 0.0
GRBTIMMM Index Imports (% mom) 52020 09/07/2020 3.6 124 -8.8
GRTBALE Index Trade Balance (EUR bn) 52020 09/07/2020 7.0 7.0 0.0 -0.1 0.4
GRCAEU Index Current Account Balance (EUR bn) 52020 09/07/2020 7.0 10.0 -3.0 -1.2
GRZECURR Index ZEW Survey Current Situation 7 2020 14/07/2020 -80.9 -65.0 -15.9
GRZEWI Index ZEW Survey Expectations 7 2020 14/07/2020 59.3 60.0 -0.7 -0.1 0.5
GRCP20YY Index CPI (% yoy) 6 2020 14/07/2020 0.9 0.9 0.0 0.2 0.4
GRIMP95Y Index Import Price Index (% yoy) 6 2020 29/07/2020 -5.1 -5.1 0.0 0.4 0.7
GRCP20YY Index CPI (% yoy) 7 2020 30/07/2020 -0.1 -0.1 0.0 0.2 0.4
GRUECHNG Index Unemployment Change (000's mom) 7 2020 30/07/2020 -18.0 41.0 59.0 1.8
GRGDPPGAQ Index GDP (% qoq) 6 2020 30/07/2020 -10.1 -9.0 -1.1
GRFRIAMM Index Retail Sales (% mom) 6 2020 31/07/2020 -1.6 -3.0 1.4
MPMIDEMA Index Markit Manufacturing PMI 7 2020 03/08/2020 51.0 50.0 1.0
MPMIDESA Index Markit Services PMI 7 2020 05/08/2020 55.6 56.7 -1
GRIORTMM Index Factory Orders (% mom) 6 2020 06/08/2020 27.9 10.1 17.8
GRTBALE Index Trade Balance (EUR bn) 6 2020 07/08/2020 15.6 11.3 4.3
GRCAEU Index Current Account Balance (EUR bn) 6 2020 07/08/2020 22.4 15.0 7.4
GRBTIMMM Index Imports (% mom) 62020 07/08/2020 7.0 10.6 -3.6
GRIPIMOM Index Industrial production (% mom) 62020 07/08/2020 8.9 8.2 0.7
GRBTEXMM Index Exports (% mom) 6 2020 07/08/2020 14.9 14.4 0.5 0.2 0.6

Updated by Marc Schattenberg and Jochen Moebert (+49) 69 910-31727, jochen.moebert@db.com

Source : Heiko Peters (2014). DB German Macro Surprise Index. Focus Germany, 4 August 2014

Deutsche Bank AG/London

Page 15



10 August 2020
Focus Germany

Germany: Data calendar

Date
21 Aug 2020

21 Aug 2020
25 Aug 2020
25 Aug 2020
31 Aug 2020
1 Sep 2020
2 Sep 2020
4 Sep 2020
7 Sep 2020
8 Sep 2020
8 Sep 2020
8 Sep 2020

Time
9:30
9:30
8:00

10:30
14:00
9:65
8:00
8:00
8:00
8:00
8:00
8:00

Data
Manufacturing PMI (Flash)

Services PMI (Flash)

Real GDP (% qoq) - Details

ifo business climate (Index, sa)
Consumer prices preliminary (% yoy, nsa)
Unemployment rate (%, sa)

Retail sales (% mom, sa)*

New orders manufacturing (% mom, sa)
Industrial production (% mom, sa)

Trade balance (EUR bn, sa)

Merchandise exports (% mom, sa)

Merchandise imports (% mom, sa)

*An earlier data release may be possible due to the Federal Statistical Office.
Source : Deutsche Bank Research, Federal Statistical Office, Federal Employment Agency, ifo, IHS Markit

Sebastian Becker, Marc Schattenberg, Jochen Mébert (+49) 69 910-31727

Reporting period

August
August
Q2 2020
August
August
August
July
July
July
July
July
July

DB forecast
52.5

56.5

-10.1
91.0
0.9
6.5
5.5
3.0
3.0
16.0
4.8
3.7

Last value
51.0

55.6
-2.0
90.5
-0.1
6.4
-1.6
27.9

145
14.9
7.0
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Financial Forecasts

us JP EMU GB CH SE DK NO PL HU Ccz

Key interest rate, %
Current 0.125 -0.10 0.00 0.10 -0.75 0.00 -0.60 0.00 0.10 0.60 0.25
Sep 20 0.125 -0.10 0.00 0.10 -0.75 0.00 -0.75 1.50 0.10 0.60 0.25
Dec 20 0.125 -0.10 0.00 0.10 -0.75 0.00 -0.75 1.50 0.10 0.50 0.25
Mar 21 0.125 -0.10 0.00 0.10 0.10 0.50 0.25
3M interest rates, %
Current 0.24 -0.07 -0.47
Sep 20 0.40 0.03 -0.40
Dec 20 0.50 0.03 -0.40
Mar 21 0.40 0.03
10Y government bonds yields, %
Current 0.53 0.01 -0.53 0.1
Sep 20 0.60 0.00 -0.28 0.23
Dec 20 0.70 0.10 -0.20 0.45
Mar 21 0.85 0.10 -0.10 0.53
Exchange rates

EUR/USD USD/JPY EUR/GBP GBP/USD EUR/CHF EUR/SEK EUR/DKK EUR/NOK EUR/PLN EUR/HUF EUR/CZK
Current 1.19 105.72 0.90 1.31 1.08 10.31 7.45 10.64 4.41 345.90 26.27
Sep 20 1.15 100.00 0.94 1.22 1.07 10.25 10.25 4.50 365.00 27.00
Dec 20 1.20 100.00 0.96 1.25 1.05 10.60 7.46 10.25 4.45 365.00 26.50
Mar 21 1.21 97.50 0.95 1.27 1.04 10.50 10.19 4.40 360.00 25.75

Source : Bloomberg Finance LP, Deutsche Bank Research
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Germany — Data monitor

Q3 Q4 Q1 Q2 Q3 Feb Mar Apr May Jun Jul
2019 2019 2020 2020 2020 2020 2020 2020 2020 2020 2020
Business surveys and output
Aggregate
Ifo business climate 95.2 95.1 92.5 80.1 95.8 86.1 74.3 79.7 86.3 90.5
Ifo business expectations 91.9 92.2 88.3 80.6 92.9 79.8 69.6 80.5 91.6 97.0
Industry
Ifo manufacturing 91.1 90.8 90.0 775 92.6 85.0 72.8 76.7 82.9 88.0
Headline IP (% pop) -0.8 -1.7 -1.9  -19.2 0.4 -11.0 -21.2 10.0 1.1
Orders (% pop) -0.2 -1.1 -25  -228 -1.2 -15.0 -26.1 10.4 27.9
Capacity Utilisation 83.9 82.6 82.9 71.4 74.4
Construction
Output (% pop) 0.4 0.8 4.6 -1.8 -1.3 -2.0 -0.7 1.1 -0.2
Orders (% pop) 0.3 7.2 -4.2 -6.5 -10.5 2.7 -5.7
Ifo construction 112.7 1112  106.7 95.0 108.2  103.9 92.4 95.1 97.6 100.3
Consumer demand
EC consumer survey -3.1 -3.3 -46  -14.0 -2.6 -7.6 -16.3 -14.8 -10.8 -10.3
Retail sales (% pop) 0.7 0.2 0.7 -0.3 0.8 -2.4 -6.3 12.7 -1.6
New car reg. (% yoy) 6.8 13.7 -20.3  -47.4 -10.8 -37.7 -61.1 -49.5 -32.3 -5.4
Foreign sector
Foreign orders (% pop) -0.2 -1.1 -26 -29.0 -3.3 -15.9 -28.9 8.7 22.0
Exports (% pop) 0.6 0.6 -36  -218 1.2 -11.8 -23.9 8.9 14.9
Imports (% pop) -0.6 0.8 -2.3  -16.1 -1.2 -5.3 -16.6 3.6 7.0
Net trade (sa EUR bn) 57.7 57.7 52.3 25.3 21.1 12.6 3.3 7.5 14.5
Labour market
Unemployment rate (%) 5.0 5.0 5.0 6.2 5.0 5.0 5.8 6.3 6.4 6.4
Change in unemployment (k) 22.7 -6.3 -11.0 548.3 -9.0 -1.0 371.0 237.0 69.0 -18.0
Employment (% yoy) 0.8 0.6 0.3 -1.1 0.4 0.0 -0.9 -1.3 -1.3
Ifo employment barometer 98.8 99.0 97.0 89.0 98.1 93.4 86.4 88.4 92.3 93.2
Prices, wages and costs
Prices
Harmonised CPI (% yoy) 1.0 1.2 1.5 0.7 1.7 1.3 0.8 0.5 0.8 0.0
Core HICP (% yoy) 0.9 1.5 1.3 1.1 1.4 1.3 1.0 1.1 1.1 0.7
Harmonised PPI (% yoy)
Commodities, ex. Energy (% yoy) 6.3 5.3 2.1 -5.5 0.2 -2.5 -7.3 -4.8 -4.2 -5.7
Crude oil, Brent (USD/bbl) 62.1 62.5 50.7 33.1 55.8 33.9 26.9 32.6 40.5 43.2
Inflation expectations
EC household survey 33.7 31.6 34.3 38.9 34.4 33.3 42.3 44.0 30.4 24.2
EC industrial survey 2.2 2.7 2.2 -4.9 3.4 0.0 -4.6 -6.0 -4.0 -0.5
Unit labour cost (% yoy)
Unit labour cost 29 3.0 4.1
Compensation 3.6 2.7 1.8
Hourly labour costs 3.0 3.5 3.5
Money (% yoy)
M3 5.1 4.6 6.7 7.0 4.7 6.7 6.3 7.2 7.0
M3 trend (3m cma)
Credit - private 4.5 49 5.3 4.7 4.9 5.3 5.3 5.4 0.0
Credit - public 3.1 -5.9 5.0 3.1 3.6 5.0 25 -0.4 3.1

% pop = % change this period over previous period.

Source : Deutsche Bundesbank, European Commission, Eurostat, Federal Employment Agency, German Federal

Statistical Office, HWWI, ifo, IHS Markit
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that a stock will outperform or underperform the market and/or a specified sector over a time frame of no less than two weeks
and no more than three months. In addition to Catalyst Calls, analysts may occasionally discuss with our clients, and with
Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a near-
term or medium-term impact on the market price of the securities discussed in this report, which impact may be directionally
counter to the analysts' current 12-month view of total return or investment return as described herein. Deutsche Bank has
no obligation to update, modify oramend this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate
changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and
company-specific economic prospects make it difficult to update research at defined intervals. Updates are at the sole
discretion of the coverage analyst or of the Research Department Management, and the majority of reports are published at
irregular intervals. This report is provided for informational purposes only and does not take into account the particular
investment objectives, financial situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or
sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a
product of the analyst’s judgment. The financial instruments discussed in this report may not be suitable for all investors, and
investors must make their own informed investment decisions. Prices and availability of financial instruments are subject to
change without notice, and investment transactions can lead to losses as a result of price fluctuations and other factors. If a
financial instrumentis denominated in a currency otherthan aninvestor's currency, a change in exchange rates may adversely
affect the investment. Past performance is not necessarily indicative of future results. Performance calculations exclude
transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of the previous
trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is also sourced from
Deutsche Bank, subject companies, and other parties.

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

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

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

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

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the
investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at https://
research.db.com/Research/ on each company’s research page. Investors are strongly encouraged to review this information
before investing.

Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial adviser,
consultant or fiduciary to you or any of your agents (collectively, “You” or “Your”) with respect to any information provided in
this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, Deutsche Bank is not acting as your
impartial adviser, and does not express any opinion orrecommendation whatsoever as to any strategies, products orany other
information presented in the materials. Information contained herein is being provided solely on the basis that the recipient
will make an independent assessment of the merits of any investment decision, and it does not constitute arecommendation
of, or express an opinion on, any product or service or any trading strategy.

Theinformation presentedis generalin nature andis notdirected to retirementaccounts orany specific person oraccounttype,
and is therefore provided to You on the express basis that itis notadvice, and You may not rely upon itin making Your decision.
The information we provide is being directed only to persons we believe to be financially sophisticated, who are capable of
evaluating investment risks independently, both in general and with regard to particular transactions and investment
strategies, and who understand that Deutsche Bank has financial interests in the offering of its products and services. If this
isnotthe case, orif You are an IRA or other retail investor receiving this directly from us, we ask that you inform us immediately.

InJuly 2018, Deutsche Bank revised its rating system for short term ideas whereby the branding has been changed to Catalyst
Calls (“CC”) from SOLAR ideas; the rating categories for Catalyst Calls originated in the Americas region have been made
consistent with the categories used by Analysts globally; and the effective time period for CCs has been reduced from a
maximum of 180 days to 90 days.

During the period November 2018 to March 2020 Deutsche Bank may have shown incomplete information regarding
Disclosure 1 in some parts of the equity research and debt research coverage. If you require any further information please
contact DVS.Support@db.com.

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and SIPC.
Analysts located outside of the United States are employed by non-US affiliates that are not subject to FINRA regulations.

Germany: Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated in
the Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under German
Banking Law and is subject to supervision by the European Central Bank and by BaFin, Germany’s Federal Financial
Supervisory Authority.

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester House,
1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the Prudential
Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial Conduct
Authority. Details about the extent of our authorisation and regulation are available on request.

Hong Kong SAR: Distributed by Deutsche Bank AG, Hong Kong Branch, except for any research content relating to futures
contracts within the meaning of the Hong Kong Securities and Futures Ordinance Cap. 571. Research reports on such futures
contracts are not intended for access by persons who are located, incorporated, constituted or resident in Hong Kong. The
author(s) of aresearch report may not be licensed to carry on regulated activities in Hong Kong, and if not licensed, do not hold
themselves out as being able to do so. The provisions set out above in the 'Additional Information' section shall apply to the
fullest extent permissible by local laws and regulations, including without limitation the Code of Conduct for Persons Licensed
or Registered with the Securities and Futures Commission. This report is intended for distribution only to 'professional
investors' as defined in Part 1 of Schedule of the SFO. This document must not be acted or relied on by persons who are not
professional investors. Any investment or investment activity to which this document relates is only available to professional
investors and will be engaged only with professional investors.
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India: Prepared by Deutsche Equities India Private Limited (DEIPL) having CIN: U65990MH2002PTC137431 and registered
office at 14th Floor, The Capital, C-70, G Block, Bandra Kurla Complex Mumbai (India) 400051. Tel: + 91 22 7180 4444. It is
registered by the Securities and Exchange Board of India (SEBI) as a Stock broker bearing registration no.: INZ000252437;
Merchant Banker bearing SEBI Registration no.: INM000010833 and Research Analyst bearing SEBI Registration no.:
INHO00001741. DEIPL may have received administrative warnings from the SEBI for breaches of Indian regulations. Deutsche
Bank and/or its affiliate(s) may have debt holdings or positions in the subject company. With regard to information on
associates, please refer to the “Shareholdings” section in the Annual Report at: https:/www.db.com/ir/en/annual-
reports.htm.

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSl). Registration number - Registered as a financial
instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, Type Il
Financial Instruments Firms Association and The Financial Futures Association of Japan. Commissions and risks involved in
stock transactions - for stock transactions, we charge stock commissions and consumption tax by multiplying the transaction
amount by the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price
fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange
fluctuations. We may also charge commissions and fees for certain categories of investment advice, products and services.
Recommended investment strategies, products and services carry the risk of losses to principal and other losses as a result
of changesin marketand/oreconomictrends, and/or fluctuationsin market value. Before deciding on the purchase of financial
products and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation.
‘Moody's', 'Standard Poor's’, and 'Fitch' mentioned in this report are not registered credit rating agencies in Japan unless
Japan or 'Nippon' is specifically designated in the name of the entity. Reports on Japanese listed companies not written by
analysts of DSI are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI. Some of the
foreign securities stated on this report are not disclosed according to the Financial Instruments and Exchange Law of Japan.
Target prices set by Deutsche Bank's equity analysts are based on a 12-month forecast period..

Korea: Distributed by Deutsche Securities Korea Co.

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number
in South Africa: 1998/003298/10).

Singapore: This report is issued by Deutsche Bank AG, Singapore Branch (One Raffles Quay #18-00 South Tower Singapore
048583, 65 6423 8001), which may be contacted in respect of any matters arising from, or in connection with, this report.
Where thisreportisissued or promulgated by Deutsche Bankin Singapore to a person whois not an accredited investor, expert
investor or institutional investor (as defined in the applicable Singapore laws and regulations), they accept legal responsibility
to such person for its contents.

Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should independently
evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank research may not be
distributed to the Taiwan public media or quoted or used by the Taiwan public media without written consent. Information on
securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a
recommendation to trade in such securities/instruments. Deutsche Securities Asia Limited, Taipei Branch may not execute
transactions for clients in these securities/instruments.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may undertake only the financial services activities that fall within the
scope of its existing QFCRA license. Its principal place of business in the QFC: Qatar Financial Centre, Tower, \West Bay, Level
5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related financial products or
services are only available only to Business Customers, as defined by the Qatar Financial Centre Regulatory Authority.

Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any
appraisal or evaluation activity requiring a license in the Russian Federation.

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company (registered no. 07073-37) is regulated by the
Capital Market Authority. Deutsche Securities Saudi Arabia may undertake only the financial services activities that fall within
the scope of its existing CMA license. Its principal place of business in Saudi Arabia: King Fahad Road, Al Olaya District, P.O.
Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia.

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated by
the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services activities
that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai International Financial
Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been distributed by Deutsche Bank
AG. Related financial products or services are available only to Professional Clients, as defined by the Dubai Financial Services
Authority.

Australia and New Zealand: This research is intended only for 'wholesale clients' within the meaning of the Australian
Corporations Actand New Zealand Financial Advisors Act, respectively. Please refer to Australia-specific research disclosures
andrelated information at https://australia.db.com/australia/content/research-information.html Where research refers to any
particular financial product recipients of the research should consider any product disclosure statement, prospectus or other
applicable disclosure document before making any decision about whether to acquire the product. In preparing this report,
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the primary analyst or an individual who assisted in the preparation of this report has likely been in contact with the company
thatisthe subject of this research for confirmation/clarification of data, facts, statements, permissionto use company-sourced
material in the report, and/or site-visit attendance. Without prior approval from Research Management, analysts may not
accept from current or potential Banking clients the costs of travel, accommodations, or other expenses incurred by analysts
attending site visits, conferences, social events, and the like. Similarly, without prior approval from Research Managementand
Anti-Bribery and Corruption (“ABC") team, analysts may not accept perks or other items of value for their personal use from
issuers they cover.

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

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