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November 2023: Strong
recovery in stock markets

Things can change. After a few bad months, stock markets showed a
particularly strong recovery in November, while bond investors benefited

from further falling long-term interest rates.

While stock markets still fell in September on higher interest rates and
continued to fall in October on lower interest rates, November provided a
very different picture for investors. Long-term interest rates did fall further,
but stock markets showed a particularly strong recovery. As a result, all asset
classes delivered positive returns, with listed real estate (+13.6% in Novem-
ber) as the absolute standout. Nevertheless, listed real estate remains the
strongest underperformer over all of 2023 so far, with a return of less than

2% since the beginning of this year.

Apart from listed real estate, returns on the various equity markets were fairly
similar in November, at least measured in euros. Although the US stock
market showed price gains, the depreciation of the dollar against the euro
(approximately -2.5% in November) left a monthly return of ‘only’ 6.9% for
the MSCI North America Index measured in euros. That still left US equity
markets just ahead of European stock markets, with a monthly return of 6.4%
for the MSCI Europe Index. Yields on Asian stock markets and emerging
markets were again slightly lower in relative terms at around 5.5% in

November, but were still exceptionally high in absolute terms.
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As an aside, not only over last month, but over all of 2023 so far, Asian stock The returns on the various asset classes were as follows:

markets and emerging markets are trailing behind. With year-to-date returns

of about 4%, they are trailing the MSCI World Developed Markets Index by H 2023
about 10%-point so far in 2023. (total return, in euro's) months

Bloomberg Barclays Eurozone 3.0% 3.4% 3.4% -1.4%
Remarkably, not only equity investors, but also bond investors experienced a Coveiniment ol
good month in November. Long-term interest rates fell further, giving e EREaD e 2.3%  2.7% >-3% 34%
European government bonds a monthly yield of 3.0%. European corporate COIRLIEID e
bonds trailed slightly in this regard, with a monthly yield of 2.3%. In turn, the Bloomberg Barclays Euro High 28%  2.5% 7.0% 8.2%
more risky high yield corporate bonds did slightly better, with a monthly yield Yield Corporate Bonds
of 2.8%, FTSE/EPRA Europe Real Estate 13.6%  9.6% 1.9% 0.2%
MSCI Europe Shares 64% 2.6% 11.7% 7.8%
MSCI North America Shares 69% 33% 17.9% 7.3%
MSCI Asia Pacific Equities 53% 0.0% 4.5% 0.8%
MSCI World Developed Markets 67% 2.6% 13.9% 5.4%
Shares
MSCI Emerging Markets Shares 55% 0.5% 3.6% -1.2%
EUR/USD 24%  3.3% 2.0% 5.4%

Source: Bloomberg
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Lower inflation, so lower interest rates too?

The sharp turn in sentiment in stock markets in November appears to be
mainly due to adjusted expectations of market participants and analysts
about future interest rate moves by central banks. Until recently, interest
rate markets assumed that not only were further interest rate hikes by the
Fed and the ECB off the table, but also that central banks would probably
start reducing their base rates around the summer of 2024. During Novem-
ber, the latter expectation was brought forward even further. Now, first
interest rate cuts by both the ECB and the Fed are expected as early as
spring 2024, and interest rate markets assume that by the end of 2024, the
base rate in the US (now 5.25%) will have fallen to 4% and in the eurozone

(now 4%) to less than 3%.

The main reason for the revised interest rate expectations is the better-
than-expected inflation figures of late. In the eurozone, inflation slowed
again faster than expected in November, to 2.4% year-on-year, no longer
very far from the ECB'’s 2% inflation target. The Netherlands even briefly
experienced deflation in October (-0.4% year-on-year), but in November
inflation did return above zero at 1.6%. In the US things are slowing slightly,
but with an inflation rate of 3.2% in October, inflationary pressures there too

are now significantly lower than at the beginning of the year.
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Effect of previous interest rate hikes begins to show
through more and more clearly

Now that central banks’ inflation targets seem within reach, the question is
how much longer they should keep interest rates at above-average levels,
especially since current interest rate levels also have a clear inhibiting effect
on economic activity. In the US, although economic growth in the third
quarter was still particularly high at 1.3% quarter-on-quarter, signs of an
imminent growth slowdown are increasing. To the extent that that slowdown
in growth has not already set in, the current consensus expectation is that
the US economy will slow significantly in at least the first two quarters of
2024, possibly even coming to a virtual standstill. The eurozone economy
has had little or no growth this whole year, and there seems little prospect
of that changing in the short term either. At best, economic growth in the
fourth quarter is still just positive, after last quarter’s -0.1% quarter-on-
quarter growth. This would then narrowly avoid a recession. That has already
proved unsuccessful for the Dutch economy, incidentally. Here, growth has

been negative every quarter for the past three quarters.

Looking ahead, analysts are slightly more optimistic for the European
economy than for the US economy, at least in relative terms. The consensus
expectation is that the low point in terms of economic growth in the euro-
zone has now passed and that growth will pick up tentatively in the quarters
ahead. This is also what can be inferred from the latest macroeconomic
figures. For instance, both European business and consumer confidence
rose slightly last month, with other indicators also mostly exceeding

expectations recently.

Interest rate cuts may also come too soon, as long as
spectre of inflation is not yet contained

Even though inflation is now significantly lower than several months ago and
many countries are not in great economic shape, the question is how real is
the expectation that central banks will start cutting interest rates within a
few months. The recent sharp fall in inflation is mainly due to substantially
lower food and energy prices compared with the crisis levels of a year ago.
While this has had a strong dampening effect on headline inflation, that
effect will gradually wear off in the months ahead. Apart from food and
energy prices, core inflation has also fallen, but considerably less sharply
than headline inflation. In the eurozone, core inflation is still 3.6% and in

the US 4.0% year-on-year.

Relatively high core inflation is mainly due to upward wage pressures,
resulting from the tight labour market in both Europe and the US. While
wage increases initially lagged behind price increases, this has changed
recently. With unemployment still historically low in both the eurozone
(6.5%) and the US (3.9%), upward wage pressures will also continue for now.
As long as core inflation is still nowhere near the 2% inflation targets, central
banks will be wary of cutting interest rates too early, and thereby rekindling
the inflation fire. That is also what central bankers tried to highlight in recent
weeks, while stock markets kept rising further at the prospect of lower

interest rates.
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Lower interest rates are not necessarily favourable:

‘be careful what you wish for...’

Price increases in stock markets are a problem in themselves for central
banks, as they can indirectly lead to price increases and thus higher inflation
again via the wealth effect. The conflict between central bankers, who will
continue to say that interest rates will not really be cut any time soon,

and financial markets, which continue to assume lower rates regardless,

is expected to continue for a while. It is difficult to pinpoint a winner in
advance, but it does seem that financial markets got ahead of themselves in
recent weeks. In this respect: 'be careful what you wish for...". Any interest
rate cuts could, of course, in a favourable scenario be the result of better-
than-expected inflation figures, but in a less favourable scenario could also
be the means by which central banks try to combat an economic downturn.
Certainly in such a latter scenario, stock markets do not seem very appea-

lingly rated at present.

In terms of tactical investment outlook, we therefore remain cautious for all
asset classes. As long as interest rates on cash remain as high as they are
now, the bar for other asset classes will also be high, and the prospect of
potentially lower interest rates is not equally favourable in all cases (and for
all investments). In addition, liquidity in financial markets normally dries up
further as December progresses, and in an uncertain geopolitical and
macroeconomic environment, this can cause sharp share price declines in
the event of unexpected developments. For the next few weeks, therefore,
we prefer to keep our powder dry, under the motto 'new round, new oppor-
tunities’ in 2024.
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Disclaimer

This document has been prepared by ASR Vermogensbeheer N.V.(hereafter: “a.s.r. vermogensbeheer”). a.s.r. vermogensbeheer is a manager of investment funds and is supervised by the Netherlands
Authority for the Financial Markets ("AFM") in Amsterdam and holds a licence to manage investment institutions pursuant to Section 2:65 of the Dutch Financial Supervision Act (Wft.) Under its licence,
a.s.r. vermogensbeheer is authorised to provide the following investment services: individual portfolio management, provision of investment advice and reception and transmission of orders in relation
to financial instruments. a.s.r. vermogensbeheer is entered in the register referred to in Section 1:107 of the Financial Supervision Act.

While the contents of this document are based on sources of information that are deemed reliable, no guarantee or representation is given as to the accuracy, completeness and relevance of such
information, either explicitly or implicitly. The information provided is purely indicative and subject to change. Projections are not a reliable indicator of future performance. No rights can be derived
from the contents of this document, including any calculated values and presented performance. The value of your investments may fluctuate. Past performance is no guarantee of future performance.

All copyrights and other information in this document are the property of a.s.r. vermogensbeheer. The information is confidential and exclusively intended for particular recipients.
This document is not intended as investment advice, as it does not take account of clients’ personal situation, nor is it aimed at any individual client. In addition, the information provided in/by means
of this document does not constitute an offer or financial service of any kind.

Nor is the information intended to encourage any person or organisation to buy or sell any financial product, including units in an investment fund, or to purchase any service from a.s.r. vermogens-
beheer, and nor is it intended to inform any investment decision.

Please refer to the prospectuses, fund terms and conditions and key investor information documents (KIIDs) of the a.s.r. vermogensbeheer investment funds mentioned in this presentation for more
information on the applicable terms and conditions and risks of these funds. Copies of these documents and the annual reports, as well as all information about a.s.r. vermogensbeheer, are available at
www.asrvermogensbeheernl. . a.s.r. vermogensbeheer’s products are exclusively intended for professional investors.

d.s.r.
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