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Cyclical indicators suggest a cooling economy

PMI Composite heatmap

Nov 23 Oct 23 Sep 23 Aug 23 Jul 23 Jun 23
Americas
Brazil 50.7 50.3 49.0 50.6 49.6 51.5
us 50.7 50.7 50.2 50.2 52.0 53.2
Europe
France 46.6 47 .2
Germany 47 .8 46 .4 48.5 50.6
Ireland 52.3 49.7 52.1 52.6 50.0 51.4
Iltaly 48.1 47 .0 49 .2 48.2 48.9 49.7
Russia 52.4 53.6 54.7 55.9 53.3 55.8
Spain 49.8 50.0 50.1 48.6 51.7 52.6
UK 50.7 48.7 48.5 48.6 50.8 52.8
Asia
Australia _ 47 .6 51.5 48.0 48.2 50.1
China . 50.7 52.0 51.3 51.1 52.3
India
Japan 49.6 50.5 52.1 52.6 52.2 52.1
Geographical/Geopolitical Regions
Emerging Markets 52.0 51.1 52.0 52.7 52.9 53.5
European Union 47 .6 46.5 47 .2 46.7 48.6 49.8
Eurozone 47 .6 46.5 47 .2 46.7 48.6 49.9
Global 50.4 50.0 50.5 50.6 51.6 52.6

Source: LSEG Datastream, ING Economic Research




Recession fears have eased in the US (prematurely?)

Google trends US
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Biggest impact of monetary tightening still to come?
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Potential trouble in US commercial real estate

Sl Commercial property prices
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Source: LSEG Datastreamm, ING Economic Research




Inventory cycle in the US will weigh on growth in coming
quarters
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US unemployment is now starting to increase

Consumer confidence:
Jobs hard to find

Unemployment rate
(0]

1990 @ 1995 2000 2005 2010 2015 2020

CONSUMER COMNFIDEMNCE CURREMNTLY - JOBS HARD TO FIND - United States
UNEMPLOYMENT RATE : United States (RH Scale)
Recession

Source: LSEG Datastream, ING Fconamic Research




Sahm Rule not at recession level yet (but close)
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“Sahm Recession Indicator signals the start of a recession when the three-month moving average of the national
unemployment rate (U-3) rises by 0.50 percentage points or more relative to its low during the previous 12 months.”
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Chinese recovery at a snail’s pace

Britain’s low-wage addiction

The Prigozhin’'s Gotterdammerung

The race to build a sqperbattery

E C 0 n 0 mi S t Of India, vultures and sanitation

AUGUST 26 TH-SEPTEMBER 1ST 2023

XI'S FAILING MODEL

Why he won't fix China's economy




Real estate/construction remains problematic in China
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Weak Chinese labour market, low consumer confidence

/ China Job Openings Nowcast
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Lackluster Chinese growth is still weighing on metal prices
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Energy intensive sectors are (still) suffering
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Inventories at very high level in the Eurozone
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Tighter monetary policy starts to affect credit demand
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Labour market remains structurally tight
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Eurozone consumer will have more purchasing power in 2024
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Source: LSEG Datastream, ING Economic Research
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Belgian economy : diverging confidence
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Growth expectations

- 2021 2022 2023 2024
USA 5.8 1.9 2.2 0.5

Eurozone 5.9 3.4 0.5 0.3
UK 8.7 4.3 0.6 0.4
Belgium 6.9 3.0 1.4 0.7
Japan 2.5 0.9 1.8 1.2
China 8.8 3.0 5.4 22
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Supply chain constraints are less important than before the pandemic
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High level of inventories in the eurozone is deflationary...
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...and food inflation is falling back in the eurozone
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Belgian health index expected to rise around 3.5% next year
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Base effects could drive inflation temporarily higher
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What to expect from central banks?

Central bank policy rates (%)
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What is the (nominal) neutral rate?

Neutral rate is lower than 20 years ago (demographics, productivity growth,...)

Francesco Grigoli, Josef Platzer, and Robin Tietz (IMF (2023)):
- For the median country r* (neutral rate in real terms) is around 0.5%

In the 10 years before the financial crisis:
- Inthe US: average inflation 2.5%, average short rate: 3.8%
- Inthe eurozone: average inflation 2%, average short rate 3%

Estimates centrale banks nominal neutral rate:

- Federal Reserve (2.5%, but growing number of governors think it's
higher)
- ECB Chief Economist Lane estimates it around 2%

‘ Nominal neutral rate USD: close to 3%, EUR: close to 2.5%
— ING in




Yield cure already strongly inverted => limits the potential for
the long end to decline...
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...and ECB has started to diminish its bond holdings
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Belgian house prices have risen less than in neighbouring
countries

Evolution house prices Belgium, the Netherlands, eurozone and Germany
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Belgium has the most stable property price evolution among
major OECD countries since 1990

Housing price volatility Number of years with falling Biggest annual price drop
house prices
Belgium _ Belgium -0,6%
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Germany Germany
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Eurozone
Eurozone United States

. ltaly
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France United Kingdom
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Netherlands Spain United States

United Kingdom France United Kingdom

. Spain-14,8%
Spain Italy
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0,0% 2,0% 40% 6,0% 8,0% 1 4 9 14

Source: OECD, analysis ING

32



Euro is more than 10% undervalued against dollar according to

Purchasing Power Parity...

Period 1973 - 2018
100

80

60

40

20

-20

40

% change euro against dollar in the next 5 years

Todag

6 -0 20 o 20 &0
Over (+) or under (-) valuation euro against dollar

-60

® Over (+) or under (-) valuation euro against dollar vs % change euro agains...

- 100
80
60
40

[ 20

- -20
- -40

- -60

Source: LSEG Datastream, ING Economic Research

33

A =
N R
SERNE,
I NG it @ @i



..but uncertainty might temporarily support the greenback
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It paid off to be a contrarian

Strategists Were Gloomy About The Prospects
For The Stock Market Going Into 2023

S&P 500
20 L PROJECTED ANNUAL CHANGE

@ BCOL Research 2023
1 I ! 1 . !

2000 o5 10 is5 20 25
SOURCE: ELOOMBERG FINAMNCE L.P.
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Scores on the Doors : 2023 was about recovering lost ground

returns up to 12/5/2023*

2023

Nasdaq Composite —

S&P 500

MSCI World -

MSCI World AC

AEX -+

MSCI Europe —

Japan Nikkei 225

Goud —

ML Global high yield bonds (USD) —
ICE BofA Euro high yield bonds
FTSE 100 -

FTSE EuroBig corporate —

Duitsland 10-jaarsstaatsobligatie —
FTSE EMU Government Bond index —
GBP/USD -

MSCI EM  —

FTSE EPRA/ NAREIT (vastgoed) -
Bloomberg EM USD Aggregate USD —
EUR/USD -

MSCI Pacific (ex-Japan) -
Grondstoffen index** -

——t—_—_
-10% O% 10% 20% 30% 4 0%

*Total return in euro, uitgezonderd goud, EURUSD, EMD en Global HY. Dit is de verandering van de spotprijs/benchmark
** EUR hedged TR

Source: LSEG Datastream, ING Investment Office

Bronnen: LSEGv Datastream, ING Investment Office
* Total return in euro, uitgezonderd goud, EURUSD, EMD en Global HY. Dit is de verandering van de spotpris/benchmark
EUR hedged TR
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Finally positive performances in fixed income

Benchmark index erasing 2023 losses as Fed rate-cut bets surge
B Bloomberg Global-Aggregate, YTD change (R1) M Expected change to Fed rate in half a year (L1)
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The market’s baseline scenario is for a soft landing

Exhibit 1: It Always Starts as a Soft Landing
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Recession —Soft Landing Frequency

MNoto: Soft landing frequency is the count of mentions of the term "soft landing” in company filings, transcrpts, and presentations since 3095
Data as of Sept. 30, 2023. Source: NEER and Bloomberg.
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The history of soft landings shows it’s rare but not impossible

43 Years, One Soft Landing
Only Greenspan, mid-90's clearly pulled it off

Normalized As Of 12/31/1980 M Federal Funds Target Rate - Upper Bound (R1) M GDP US Chained Dollars QoQ SAAR on 9/30/23 (L1)
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Source: Federal Reserve, Bloomberg
FDTR Index (Federal Funds Target Rate - Upper Bound) soft landing Quarterly 02DEC1920-17N0V2023 Copyright® 2023 Bloomberg Finance L.P. 27-Nov-2023 08:19:42
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The stock market bulls are seeing the positive side of things

US stocks rise through last Fed hike, unless a recession

o Median S&P at End of Fed Hiking Cycle, L,
With No Recession Within a Year (From 1971) ’

__Median S&P at End of Fed Hiking Cycle,
With a Recession Within a Year (From 1971)
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Earnings growth back to positive

Earnings growth expectations for main regions
per calender year (IBES)
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Factors to watch : Large Cap, Quality, Growth

Evolution of investment styles

i : Normalizag, A
MSCI World Quality Price USD Inde
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Price on -
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i M MSCT World Small Cap Index - Last P

ce on 12/4/23

90

Jan Feb

MXWOQU Index (MSCI World Quality Price USD Index) quality 21 Daily 30DEC2022-05DEC2023

Copyright? 2023 Bloomberg Finance L.P.
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Strong balance sheet first

Investors prefer "Investment Grade" stocks (base 100 = end 2022) in the US...

Normalized As Of 12/30/2022 M US Stocks with Strong Balance Sheet (EUR) - Last Price M US Stocks with Weak Balance Sheet (EUR) - Last Price |
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New leadership in 2024 ?

US Tech stocks outperform small caps by the widest margin since 1990s
B NASDAQ 100 - Russell 2000

1986 90 O3 W96 Y9 02 05 08 M 14 17 20 2023

Source: Bloomberg

FRAPERERE-RE:

46

N
PIRSEINE)
SR E,
fin G




Small caps will be attractive again once we get more visibility around
the ‘landing’
Outperformance of U.S. small caps v. large caps in the 12 months following a recession
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TINA no more

Bond, Stock Dividend Yield Gap at Widest in 15 Years
M Bloomberg Global Aggregate Bond Index Yield to Worst B MSCI ACWI Index Gross Dividend Yield

5.0

U104 abejuaiad

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: Bloomberg Indices
LEGATRUU Index (Bloomberg Global-Aggregate Total Return Index Value Unhedged USD) YTW-Div Yld Daily 18AUG2006-23AUG2023 Copyright® 2023 Bloomberg Finance L.P. 05-Dec-2023 11:52:02
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The starting point : yields not seen since... 2007

------------------------------------------------------------------------ M Bloomberg Global-Aggregate Total Return Index Value Unhedged USD - Index Yield to Worst 3.865022 -.352393 |»10.000000
B J.P. Morgan GBI EMU - YTM - Mid Price 3.144000 -.512000
M J.P. Morgan GBI Global - YTM - Last Price 3.330000 -.269000
------------------------------------------------------------------ ;}A-""""""" s s ~=++=8.000000
---------------------------------- \ e e ~-p-6.000000

------- k-2.000000

------- +0.000000

85 [ '87 |88 | '89 [ 90 [ o1 [ 92 [93 [ 94 ['9s ['96 ['97 ['98 [ 99|00 0or] 02| 03[ 04050607 0809 0] a2 3] 4] 5] 1617892020 ]22] 23]
JPMYGLEL Index (J.P. Morgan GBI Global - ¥YTM) JPM GBI Global & EMU Quarterly 01JAN1985-05DEC2023 Copyright® 2023 Eloomberg Finance L.P. 05-Dec-2023 11:50:33
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It’'s mostly down in yield after the ultimate rate hike

US 10-Year Treasury Yields after the Fed Paused
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Yield-to-Maturity across fixed income segments

It’'s now also about the all-in yield for most segments

2,4% inflation
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There's an asymmetry in pay-off

Total Return Scenarios for UST & Bund
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Cash probably won’t be king for long

When the Fed Cuts Rates, Intermediate Bonds Have Benefited

= Fed Funds Target Rate Rate Cut Cycle

Returns 12 Months After First Rate Cut

Bloombera Indices (113101 - (9/18/07 - (7131119 -
7% o ' 1/3/02) 9/18/08) 7/31/20)
3-Month T-8ill 4.32% 3.17% 1.47%
6%
5-Year Treasury 6.78% 11.54% 9.14%
5% US Aggregate Bond o
] Index 7.67% 5.43% 10.12%
L]
% 1/3/01-
6/25/03
7/31/19
o
p% 9/18/07 - -
12/16/08 3/16/20
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Source: Bloomberg
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One caveat : treasuries are trading like meme stocks currently

W ICE BofA MOVE Index (R1) M US Conditien of Al Federal Reserve Banks Total Assets on 11/29/23 (L1)

2M
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: Bloomberg, Federal Reserve
MOVE Index (ICE BofA MOVE Index) Move farbast Daily 02APR2010-05DEC2023 Copyright® 2023 BEloomberg Finance L.P. 05-Dec-2023 11:50:57
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|G spreads are discounting a rather soft landing

M Bloomberg global corporate bond spread average
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High Grade corporate issuance under control

Figure 1: Net issuance will barely exceed coupon income next year

1000 $bn m Estimated coupon income

®m Met Issuance

215 2016 2017 2019

Source : J.P. Morgan.
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The HY maturity wall has gotten smaller than initially projected

USD HY bond market maturity wall
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Preference for precious over industrial metals. Gold has an inverse

relationship with real yields

12m Forward Return Given Starting Spot Real Yield (Fed Funds - CPI)
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Exhibit 22: Central banks on pace to buy > 1,000 tons of gold again
dnnual central bank gold purchases, metric tons
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soumce: BofA Research Inwestmient Committee, Eloomberg, Metal Foous Data Ltd. Mote: 2023
iata (red bar) is annualized

59




Key takeaways

With inflation down and peak CB hawkishness behind us, markets have
adopted a ‘soft landing’ scenario for 2024

Better earnings growth and mostly lower rates should support equities
Bonds are back anywhich way you look at it. But volatile...
Cash is unlikely to remain king for very long. Buy duration

“Quality” to get us through the more tense periods
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Overview of current allocation

. 21/11/2023 - Previous allocation

Asset Allocation — + Regional Allocation - +
Cash \- United States -
Bonds - Eurozone .

Equity Europe ex EMU B

Real Estate

Japan ]
Emerging Markets ]

Commodities

Bonds Allocation — +
Sovereign bonds [ ]
Investment Grade |
High Yield ]
Emerging Markets (hard currencies) B
Emerging Markets (local currencies) -

Inflation linked bonds [
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Sector allocation:

Sector Allocation Europe
Financials

Information technology
Communication services
Durable consumer goods
Headlthcare

Utilities

Energy

Materials

Industrial goods

Daily consumer goods

W 21/11/2023

- Previous allocation

Sector Allocation US
Financials

Information technology
Communication services
Durable consumer goods
Healthcare

Utilities

Energy

Materials

Industrial goods

Daily consumer goods
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Disclaimer

This information or these opinions are protected by copyright; as such, this document may not be reproduced, redistributed or transferred to any other person,

nor published in whole or in part.

This document is communicated purely for information relating to the general investment strategy of ING Belgium SA/NV in respect of its asset management.
The information or opinions contained herein are thus not and must not be interpreted as being a recommendation to subscribe, or as advice or a

recommendation to conclude any transactions.

The information or opinions expressed are only valid on the date of their publication and are subject to subsequent change by ING Belgium SA/NV, according to

the evolution of the economic climate, for example, without the need for ING Belgium SA/NV to inform its customer base.

Although ING Belgium SA/NV has taken reasonable measures to ensure that the information or opinions are of a high standard, neither it nor any of its staff can
be held liable for any damages and direct or indirect costs which may result from the use of said information or opinions or any decisions made on the basis of

this document, except in the event of gross negligence committed by ING Belgium SA/NV or one of its staff.
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