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Prague, 1 Dec. 2022 Equity Markets Strengthened Again in November

The most closely watched S&P 500 Index improved by 5.4 percent in November
2022. The FED boss Jeremy Powell indicated in his speech delivered on the last day of
the just past month that interest rate hikes and quantitative tightening might continue at
a slower pace as early as commencing in December 2022. The S&P 500 Index
responded by strengthening by 3 percent, although the FED head – rather than
pronouncing any new ideas – had just confirmed what the markets expected anyway.
Equity markets were also supported in the course of November 2022 by the latest
data revealed about inflation both in the United States and in the Euro Area, which
were below market expectations. It is anticipated that the FED may increase its
benchmark rate from 4.0 percent up to 4.5 percent p.a. in December. The cycles of
interest rates hikes in the United States may be terminated during the first six months of
next year and expectations have it that the FED benchmark rate would reach
approximately 5 percent p.a. Nevertheless, fighting inflation still remains the FED’s
priority.

At the same time, it is expected that the ECB would boost its repo rate from 2 percent
up to 2.50 percent p.a. at its session to be held in mid-December 2022. Inflation rate
growth slowed down in the Euro Area from 10.7 percent in October to 10.0 percent in
November 2022.

Among the sectors, the best performing last month were the Materials Sector (11.7
percent), the Industrial Sector (7.5 percent), and the Financial Sector (6.9 percent). On
the other hand, the worst performances were reported by the Consumer Durables
Sector (+1.5 percent) and the Energy Sector (+1.3percent).

The yield of the ten-year U.S. sovereign bond slipped, following a tem marked by some
better inflationary data, from 4.0 percent in October as low as under 3.7 percent p.a.
at the end of November 2022. The yield of the ten-year German sovereign bond
fluctuates around 1.9 percent p.a. The Czech National Bank Board will be meeting
again on 21 December. It is expected that the Czech National Bank will continue to
keep its benchmark rate at 7 percent p.a. It was in particular the yields of Czech
sovereign bonds with longer maturities that fell significantly from their highs to the
current approx. 4.7 percent (the ten-year Czech sovereign bond), which was reflected
in the form of some major increases of bond prices over the past month. Lower inflation,
which reached 15.1 percent in October compared to 18.0 percent in September,
facilitated drops in yields and price growths of Czech sovereign bonds.

As regards the rest of this year, analysts estimate the aggregate earnings growth for the
S&P 500 Index to increase to the tune of 5.2 percent, and then again by 5.7 percent
next year (Source: Factset). Companies will be publishing their annual results as well as
their outlooks in the course of January 2023. That will be one of the decisive factors
facilitating the further development of equity markets, together with the setting of their
interest rates by the FED and other central banks.
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It will be in January that analysts would likely adjust their estimates of the growths of profits of individual companies
for the next year. In November 2022, intimations about a monetary crisis hitting the Czech Crown started to
circulate; in our opinion, such reports were rather taken out of context and as such they did not reflect the real state
of affairs. For example, the ‘crisis’ argument of high interventions in support of the Czech Crown by the Czech
National Bank does not take into account their still very high level in relation to the GDP.

Higher volatility prevailing in financial markets has also been reflected in the management of the RIS unit funds, in
respect of which more that 120 deals were completed in the course of November 2022. Following the very strong
growth of the Czech sovereign bonds, we sold a minor portion of that bond position with maturity in the year 2030.
We purchased 200-million-Czech-Crown worth of bonds with maturity in 2025 for Fond dluhopisové stability.
Interesting credit premiums on corporate bonds have also been made use of; for example, we have invested in the
primary Euro issue of a Czech company named Passer, and subsequently also in the group bond issued by the
Czech Raiffeisenbank, with a yield of 8.27 percent and maturity of 5 years. As compared to the previous months,
more deals took place involving U.S. bonds, too; probably, we have been nearing the top of anticipations of rising
interest rates, which could indicate a price floor in respect of those bonds. We have invested mainly in corporate
bonds with maturities of 5 to 8 years; here, too, a bet on tightening credit spreads has been made. Some activity
took place also regarding the Euro bond curve.

On the equities side, rather minor adjustments have been made, mainly in the distribution between sectors; it is worth
mentioning, for example, the lowering of the position in gold miners, the transfer of part of the funds from the
Financial Sector (which has been doing very well this year) to the Technology Sector, which – on the contrary – has
been relatively attractive from our point of view, or reducing the commodity component in the Alternative Fund.

Duration of the bond portion of our portfolios has now been weighted to slightly overweight
with the benchmark, while bonds with longer maturities contributed significantly to the overall
positive performance of our managed portfolios and funds over the previous month. For
example, Raiffeisen fond dluhopisových trendů added a significant +4.7 percent in the past
month. At the credit level, sovereign bonds continue to prevail over corporate issues. As
regards the equities, we maintain a neutral to slightly overweight position in equities versus
bonds. The majority of investment ventures has been directed to the United States markets,
while the other regions, such as Europe, the Pacific, and the Emerging Markets, have been
underweighted.

We continue to expect high volatility in the financial markets; nevertheless, investors’ activity will be played down as
the end of the year approaches. The decisive factors for further developments continue to include the war in
Ukraine, growths in profits and sales of companies, interest rates hikes, and inflation. Next year, we envisage a
gradual slowing down of inflation and declines in interest rates. Therefore, we maintain a positive outlook for the
main types of instruments, such as equities and bonds, for the next year 2023.

We wish you much success in the coming days!

For the Asset Management team,

Mr Michal Ondruška
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Summary of Investment Strategies:

Tactical Allocation
Equity overweighted in portfolios

Current 3M outlook

Min Max Min Max

Interest Rate Risk
Average bond maturities (Duration)

Current 3M outlook

Min Max Min Max

Credit Risk
Portions of, e.g., corporate bonds

Current 3M outlook

Min Max Min Max

Currency Risk
Unsecured positions in foreign currencies

Current 3M outlook

Min Max Min Max

Source: Raiffeisenbank, a.s., Asset Management, data valid as of 1 December 2022.
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NOTICE
All opinions, information, and any other facts and figures contained in the present document are solely for
reference purposes, not binding, and they represent the opinions of Raiffeisenbank a.s. (“RB”). Information and
figures related to movements recorded in capital markets and presented in connection with the provision of client
asset management services and contained in the present document, have been based on publicly available
sources and on information or data published by such rating agencies as Reuters, Bloomberg, FactSet, etc. The
present document is not a solicitation of purchase or sale of any financial assets or any other financial
instruments. Prior to adopting any investment decisions, it is the responsibility of each investor to perform a
search of detailed information about the envisaged investment or trade. RB shall not be liable for any loss or
damage or lost profit caused to any third parties by making use of any information and data contained in the
present document. Raiffeisenbank a.s. wishes to point out that the provision of client asset management services
contains a number of risk factors, which may affect either return on or loss of such investments. Investments do
not represent bank deposits and they are not insured under the Deposit Insurance Fund. The higher the expected
yields, the higher the potential risks. The duration of investments affects the level of risk. Yields also fluctuate due
to exchange rate fluctuations. The value of invested amounts and related yields may rise or fall, while full return
on the originally invested sum is not guaranteed. Past or anticipated performance does not guarantee future
performances. Due to unforeseen fluctuations and development on financial markets and risks inherent in
investment instruments, the investment goals pre-determined by clients need not be achieved. Any yields from
such investments shall be reduced by rewards and expenses of Raiffeisenbank a.s. as agreed in the contractual
documentation, and/or rewards and fees listed in the Raiffeisenbank a.s. price-list. Taxation of the client’s assets
always depends on the client’s personal circumstances and it may change. Raiffeisenbank a.s. does not offer tax
advices and therefore any liabilities associated with the tax consequences of investing remain in full up to the
client. Investment services shall not be offered to clients defined as US persons.

Information about Raiffeisenbank a.s.
The document has been drafted by Raiffeisenbank a.s., with registered office at Hvězdova 1716/2b, Praha 4,
Registration number (IČO): 49240901, incorporated in the Companies Register administered by the Municipal
Court in Prague, Section B, File no. 2051. Raiffeisenbank a.s. has been supervised by the Czech National Bank.
The information has been valid as of 1 December 2022. This information may be modified in future and RB shall
not be required to inform any recipients of the present document about such modifications.
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