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Scottish Referendum

Macro view: “Yes” movement gains momentum, lots of open questions

On 18 September 2014 Scotland will hold a referendum voting on its independence from the United
Kingdom (UK). The following highlights Deutsche AWM'’s macroeconomic assessment*:

— Polls: Until recently, those opposing the independence were leading the polls, but dynamics changed
and the “Yes” movement gained some momentum. The main polls have recently shown a strong shift
in voting intentions towards “Yes”, one stating a slight “Yes” majority for the first time. However, there is
still significant uncertainty regarding the final outcome.

—  Parallels to Quebec: Running up to Quebec’s referendum for independence in the 90s, polls showed
a tendency for a “Yes” vote, but the outcome was the opposite. This might be due to a more nationalist
response in polls compared to the actual behavior during a referendum.

— Noplan for a “Yes”: So far, the UK government has not presented any plan for what can happen in
the event of a “Yes” vote. However, there are talks about an offer to Scotland, which would provide
them with more autonomy on some issues should they remain in the UK.

— Issues to resolve: If the referendum was to result in secession, it might take around two years to
come into effect and would require resolution of some significant issues, e.g. debt distribution, the
currency and the EU membership (so far the EU rather rejected an acceptance as individual member).

—  Political landscape: Scotland owns 59 seats in the House of Commons, 41 of them held by Labour
Party members. Scottish independence would have a significant impact on UK national elections in
May ‘15 leaving the UK leaning towards the Conservative Party, i.e. more pro-business and pro-
market, but also potentially more anti-EU.

— Base and risk case: Although polls are showing momentum for the “Yes”-campaign, we still assume
a “No” outcome to be the base case. Scottish independence remains the risk case, yet it has become
more probable.

Asset-class reactions: Sterling faces headwind, Gilts with slight re-pricing

Equity:

— L\J(K equities underperformed around 3%® over the month, which might reflect concerns about a potential
“Yes” vote.

Fixed Income:

— Rates: Gilts have re-priced only slightly, i.e. a push back of expectations regarding the Bank of
England’s (BoE) first rate hike has taken place and is being reflected in a lower short end of the curve.
However, Gilts maintain their high correlation with U.S. Treasuries.

— Currencies: Cable (the pound sterling exchange vs. the U.S. dollar) moved from 1.71 in July to 1.62
today, which was to some extent due to dollar strength, but an impact from independence concerns is
clearly visible. The same is true for the sterling-euro cross: despite a dovish ECB and a subsequently
weakening euro, the cross has remained broadly stable over the last 2 months.

Asset-class view*: Currency at risk, BoE potentially required

Equity

— Base case: In the event of a “No” vote, there might be some kind of relief rally. VValuation
then should have improved due to recent underperformance and the market could offer
some attractive buying opportunities. However, selectivity would be key.

— Risk case: There would be contractual issues to be resolved and some companies with direct
exposure might suffer. On the sector level, banks and utilities might experience a
negative impact. However, on the other hand, a weaker currency might offer some relief to
those companies, which have felt some currency headwinds lately. UK’s equity market is
perceived as a low volatility market, but this might change.

However, potential political implications are likely to cloud sentiment towards European
equities.

Fixed Income

— Base case: If a “No” result prevails, higher yields at the short end of the curve are likely as re-
pricing regarding the BoE’s first rate hike might reverse. The yield curve for Gilts might flatten.
Also, sterling shows some potential for a relief rally in the aftermath of a “No” vote. Specifically
for cable, this squeeze potential results from option-related short positions.

— Risk case:
BoE: Scotland separating from the UK would have uncertain implications for banks’ balance
sheets. Uncertainties regarding asset ratings and currency exposure etc. might cause banks’
CDS spreads to widen and funding liquidity to fall short. In that case the BoE would need to
provide assets to the market to ensure liquidity. BoE market-supporting measures would
be very likely.
Cable: On the currency side we should see further pressure on sterling especially against
the dollar, again somewhat dampened by supporting measures on behalf of the BoE.
Gilts: If as we approach the referendum the polls remain tight, or there is a further move
towards a “Yes” vote, longer-term Gilts might price in a risk premium due to increased
volatility. Thus, a divergence on the curve might be visible: a lower short end anchored in
expectations on BoE actions and a higher long end due to the UK’s reduced safe-haven
status.
Euro: In the medium term a “Yes” might also have a significant negative impact on the
euro as it would imply further growth and stability uncertainties. The discussion around a
British exit from the EU and other countries’ regions striving for independence (e.g. Catalonia)
might intensify and thus weaken the sentiment towards the Eurozone. International capital
flows might react to increased uncertainty in Europe and go to other regions instead.

Conclusion: “No” vote is base case; market partially pricing “Yes” vote creates investment opportunities

Polls are becoming tighter and if momentum for a “Yes” vote continues, volatility might persist or even increase further. Reaction should be mainly visible on the currency side with the
cable especially influenced by the respective news flow. We may see attractive valuations in equities, but would be selective on sectors and check for potential cross-border exposure.
It might be attractive to lock in Gilt yields and take the carry if a risk premium was priced in. However, continued volatility is to be expected.

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and loss of income and principal invested.
The value of investments can fall as well as rise and you may not recover the amount originally invested at any pointin time.
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Glossary 71

Cable — The exchange rate pound sterling vs. U.S. dollar

CDS - Credit-default swap; A financial instrument, which is designed as an
insurance against the default of a creditor and the related loss. The CDS
seller offers a payment in case of default in return for regular payments by
the CDS buyer (until maturity / default).

Curve — short for yield curve; the yield curve plots the respective yields
against different maturities of bonds with the same credit quality. Here it
refers to the yield curve of sovereign bonds.

GDP - Gross Domestic Product; measures a country‘s or region‘s
economic output

Gilts — Bond issued by the government of the United Kingdom.

Hedge — An investment, which is undertaken to reduce the risk of adverse
price movements. Here: to log in a certain exchange rate.

Risk premium — Monetary compensation for the risk assumed in an
investment, e.g. by higher yields or lower prices.

U.S. Treasuries — Bonds issued by the government of the U.S.

Volatility — Measures the dispersion of returns and is often referred to as a
measure of risk.
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Important Information

In the UK this publication is considered a financial promotion and is approved by DB AG on behalf of all the entities trading as Deutsche Asset &
Wealth Management in the UK.

Deutsche Asset & Wealth Management represents the asset management and wealth management activities conducted by Deutsche Bank AG or
any of its subsidiaries. Clients will be provided Deutsche Asset & Wealth Management products or services by one or more legal entities that will
be identified to clients pursuant to the contracts, agreements, offering materials or other documentation relevant to such products or services.
Deutsche Asset & Wealth Management offers wealth management solutions for wealthy individuals, their families and select institutions
worldwide. Deutsche Asset & Wealth Management, through Deutsche Bank AG, its affiliated companies and its officers and employees
(collectively “Deutsche Bank”) are communicating this document in good faith and on the following basis.

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before
making an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments and
strategies described or provided by Deutsche Bank, are appropriate, in light of their particular investment needs, objectives and financial
circumstances. Furthermore, this document is for information/discussion purposes only and does not and is not intended to constitute an offer,
recommendation or solicitation to conclude a transaction or the basis for any contract to purchase or sell any security, or other instrument, or for
Deutsche Bank to enter into or arrange any type of transaction as a consequence of any information contained herein and should not be treated
as giving investment advice. Deutsche Bank does not give tax or legal advice. Investors should seek advice from their own tax experts and
lawyers, in considering investments and strategies suggested by Deutsche Bank. Investments with Deutsche Bank are not guaranteed, unless
specified. Although information in this document has been obtained from sources believed to be reliable, we do not guarantee its accuracy,
completeness or fairness, and it should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect our
judgment on the date of this report, are subject to change without notice and involve a number of assumptions which may not prove valid.

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and
loss of income and principal invested. The value of investments can fall as well as rise and you may not recover the amount originally invested at
any point in time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. Further,
investment in international markets can be affected by a host of factors, including political or social conditions, diplomatic relations, limitations or
removal of funds or assets or imposition of (or change in) exchange control or tax regulations in such markets. Additionally, investments
denominated in an alternative currency will be subject to currency risk, changes in exchange rates which may have an adverse effect on the
value, price or income of the investment. This document does not identify all the risks (direct and indirect) or other considerations which might be
material to you when entering into a transaction. The terms of an investment may be exclusively subject to the detailed provisions, including risk
considerations, contained in the Offering Documents. When making an investment decision, you should rely on the final documentation relating to
the investment and not the summary contained in this document.

Foreign exchange transactions involve multiple risks, including currency risks and settlement risk. Economic or financial instability, lack of timely
or reliable financial information, or unfavorable political or legal developments may substantially and permanently alter the conditions, terms,
marketability, or price of a foreign currency. Profits and losses in transactions in FX will also be affected by fluctuations in currency where there is
a need to convert the product’s denomination to another currency. Time zone differences may cause several hours to elapse between a payment
being made in one currency and an offsetting payment in another currency. Relevant movement in currencies during the settlement period may
seriously erode potential profits or significantly increase any losses.
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Important Information (continued)

This publication contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates,
projections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author’s judgment
as of the date of this material. Forward looking statements involve significant elements of subjective judgments and analyses and changes thereto
and/or consideration of different or additional factors could have a material impact on the results indicated. Therefore, actual results may vary,
perhaps materially, from the results contained herein. No representation or warranty is made by Deutsche Bank as to the reasonableness or
completeness of such forward looking statements or to any other financial information contained herein. We assume no responsibility to advise
the recipients of this document with regard to changes in our views.

This document was not produced, reviewed or edited by any research department within Deutsche Bank and is not investment research.
Therefore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions
expressed by other Deutsche Bank departments including research departments.

No assurance can be given that any investment described herein would yield favorable investment results or that the investment objectives will be
achieved. In general, the securities and financial instruments presented herein are not insured by the Federal Deposit Insurance Corporation
(,FDIC®), and are not guaranteed by or obligations of Deutsche Bank AG or its affiliates. We or our affiliates or persons associated with us may
act upon or use material in this report prior to publication. DB may engage in transactions in a manner inconsistent with the views discussed
herein. Opinions expressed herein may differ from the opinions expressed by departments or other divisions or affiliates of Deutsche Bank. This
document may not be reproduced or circulated without our written authority. The manner of circulation and distribution of this document may be
restricted by law or regulation in certain countries. This document is not directed to, or intended for distribution to or use by, any person or entity
who is a citizen or resident of or located in any locality, state, country or other jurisdiction, including the United States, where such distribution,
publication, availability or use would be contrary to law or regulation or which would subject Deutsche Bank to any registration or licensing
requirement within such jurisdiction not currently met within such jurisdiction. Persons into whose possession this document may come are
required to inform themselves of, and to observe, such restrictions.

Past performance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future
performance. Further information is available upon investor's request. This document contains information not intended solely for the recipients.
The information has been considered in investment decisions of our asset management division. All third party data (such as MSCI, S&P &
Bloomberg) are copyrighted by and proprietary to the provider.
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Important Information (continued)

Additional information for wealth management clients:

For investors in the United States: Wealth-management services are offered through Deutsche Bank Trust Company Americas (member FDIC)
and Deutsche Bank Securities Inc. (member FINRA, NYSE, SIPC), a registered broker-dealer and investment adviser which conducts investment
banking and securities activities in the United States.

Deutsche Bank AG, including its subsidiaries and affiliates, does not provide legal, tax or accounting advice. This communication was prepared
solely in connection with the promotion or marketing, to the extent permitted by applicable law, of the transaction or matter addressed herein, and
was not intended or written to be used, and cannot be relied upon, by any taxpayer for the purposes of avoiding any U.S. federal tax penalties.
The recipient of this communication should seek advice from an independent tax advisor regarding any tax matters addressed herein based on its
particular circumstances.

Deutsche Bank AG is authorised under German Banking Law (competent authority: BaFin - Federal Financial Supervisory Authority) and by the
Prudential Regulation Authority and subject to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority. Details
about the extent of our authorisation and regulation by the Prudential Regulation Authority, and regulation by the Financial Conduct Authority are
available from us on request.

© 2014 Deutsche AWM Investment GmbH. All rights reserved. R-32727-1 (09/14) 019307 090914 WM-PUBLIC RETAIL-PUBLIC
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