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Virus peaked two months ago and market stress
IS going away but speed of progress is slowing

# of countries Growth in new COVID-19 cases and VIX Index
130 - —Number of countries with higher than 5% growth rate in the daily number of confirmed cases (Is) 90
120 | —VIX(rs)

110 + - 80
100 ~ L 70
90 -

80 - - 60
70 A

50 - \\\\ - 50

~

50 - - 40

|~ -
40 7] / ~~~\~
30 - \ \,V”\Y * - 30

20 - - 20
10_
0 . 10

23-Jan 2-Feb 12-Feb22-Feb 3-Mar 13-Mar23-Mar 2-Apr 12-Apr22-Apr 2-May 12-May22-May 1-Jun 11-Jun

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 1



Outline

COVID-19: Virus curve flattening

COVID-19: Financial markets stabilizing
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Election uncertainty
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Behavioral changes slowing growth over the coming quarters

Household sector

- Increase in precautionary savings for households, similar to what we saw after the Great Depression in the 1930s

- More space between seats at restaurants, cinemas, sport events, concerts, conferences, trains, busses, and airplanes
- Fewer people traveling on vacation and going out until we have a vaccine, all contributing to lower consumer spending
- Older generations staying at home until a vaccine is released, less willingness to put parents in retirement homes

- Limits on the number of people in supermarkets at the same time, more online shopping, more online doctor visits

- Fewer people going to fitness centers, doing group sports

- More people driving their own car to avoid public transportation

- Health insurance premiums going up

Corporate sector

- Less business travel globally, more video conferencing

- Staggered work schedules, more distance between seats in offices, fewer cubicles

- More permanent work from home solutions, more disaster planning

- Fewer buybacks, lower dividend payouts

- Health insurance costs going up, higher insurance premiums

- Increased pressure for paid sick leave, health benefits, labor protection, including for gig workers

Government sector

- Global restrictions on travel to and from high-risk areas, more fever scanners at airports, borders

- More regulation forcing households and corporates to hold, say, three months of cash in emergency savings

- More regulation and spending to ensure health care system is better prepared, a global covid-19 immunity registry
- Increased health safety regulations for retirements homes

- Stocking of medical supplies, including ventilators, domestically, a desire to be less dependent on other countries
- More systematic planning and preparedness, perhaps introduce better automatic stabilizers

- More supply of government bonds, increasing risk of a debt crisis
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Index,
1 Mar=100

Will restaurants be back to normal by September?

Restaurant attendance

Index,
1 Mar=100
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1. COVID-19:
Virus curve flattening
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Lack of social distancing means the US
IS now more than two weeks behind Italy
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Sweden never had a lockdown.
US ex New York looking very similar

New Confirmed cases of COVID-19 in United States ex New York and Sweden
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Sweden kept stores and schools open
and still saw a flattening out of the virus curve

Cumulative deaths from COVID-19 in
G7 and Sweden, 7-day moving average
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Maine, Florida, and West Virginia
Percentage of population 65 years and older in United States, 2018

Higher concentration of older people in
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Share of population with diabetes
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2. COVID-19:
Financial markets stabilizing
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Central bank responses to COVID-19 in G7 and China
[ FRAJDEU| ITA | GBR | CAN | USA | JPN | CHN_

Monetary Policies

1. Policy rate cuts (basis points) - - - 65 150 150 - 30
2. Central bank liquidity support Y Y Y Y Y Y Y Y
3. Central bank swap lines Y Y Y Y Y Y -
4. Central bank asset purchase schemes Y Y Y Y Y -
External Policies

1. Foreign currency intervention - - - - - - - -
2. Capital flow measures - - - - - - - -
Financial Policies for Banks

1. Easing of the countercyclical capital buffer Y Y - Y - - - -
2. Easing of systemic risk or domestic capital buffer - - - - Y - - -
3. Use of capital buffers Y Y Y Y Y Y Y -
4. Use of liquidity buffers Y Y Y Y Y Y Y Y
5. Adjustments to provisioning requirements Y Y Y Y - Y - Y
Financial Policies for Borrowers

1. State loans or credit guarantees Y Y Y Y Y Y Y Y
2. Restructuring of loan terms or moratorium on payments Y - Y Y Y Y Y Y
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G3 central bank actions to support credit markets

Facilities introduced since February 2020

Money Markets and Government Securities Corporate Bonds Other Markets

Primary Market Corporate Credit Facility

Purchases of investment-grade bonds and Term Asset-Backed Securities
Primary Dealer Credit Facility some bonds recently downgraded from Loan Facility
Provision of credit to primary dealers in exchange investment Loans to holders of certain AAA rated
for a broad range of collateral for term funding with  grade from eligible issuers, via an SPV, and asset-backed securities, including
maturities up to 90 days. loans to eligible borrowers. collateralized loan obligations and
us Commercial Paper Funding Facility Secondary Market Corporate Credit commercial mortgage backed
Federal Purchases from eligible issuers, via a Special Facility securities, based on newly and
Reserve Purpose Vehicle (SPV), of three-month US dollar— Purchases of investment-grade corporate recently originated consumer and
denominated commercial paper. bonds and some bonds recently downgraded  small business loans.
Money Market Mutual Fund Facility from investment grade in the secondary Municipal Liquidity Facility
Provision of liquidity to eligible money market market from eligible issuers. Purchases of Purchases of short-term notes
mutual funds. investment grade exchange-traded funds issued by US states, counties, and
(ETFs) along with the remaining funds cities.

allocated to high-yield ETF purchases.

Pandemic Emergency Purchase Program
European Purchases of private and public sector securities, until the end of 2020, up to a total amount of EUR
Central 750 billion. Expanded European Central Bank Asset Purchase Program, with additional EUR 120
Bank billion in asset purchases focusing on the corporate sector. The collateral eligibility was amended to
promote inclusion of corporate sector securities.

Outright purchases of commercial paper and corporate bonds

A temporary (until the end of September 2020) increase in holdings of corporate bonds and
commercial paper, moving from reinvesting proceeds of maturing assets into making net purchases.
Policy actions to enhance the liquidity and functioning of short-term funding Markets

The Bank of Japan announced funds-supplying operations against pooled collateral and purchases
of Japanese government securities with repurchase agreements. In addition, it conducted
unscheduled outright purchases of Japanese government bonds and expanded its Securities
Lending Facility.

Purchase of Exchange Traded
Funds and Real Estate Investment
Trusts

A doubling in the pace of exchange
traded fund (ETF) purchases.

BoJ
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US financial stress coming down from recent peak

Index —OFR Financial Stress Index (O=Average Stress Level) (Is) Index
—Bloomberg United States Financial Conditions Index (Inverted axis,rs)
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Rates and equity vol coming down from record highs

Index —10yr treasury note VIX (Is) —VIX (rs) Index
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Global stock markets coming back

$.tn Bloomberg world exchange market capitalization $, tn
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Fed and ECB support easing strains in funding markets

bps  —|IBOR-OIS spread (Is) FRA-OIS spread (Is) ——EURUSD swap basis (rs) OPS
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CPFF helping commercial paper markets
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Yields on IG and HY corporate bonds coming down

% Bloomberg Barclays indices' yield to worst %
—IG —HY
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|G and HY CDS coming down

Markit CDX North America 5y Indices
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Less stress in credit markets

Index Performance of various ICE Bofa 7-10 bond indices
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Number of distressed issuers traded

# number —TRACE number of distressed issuers traded (Is, inverted) % g/q AR
—US GDP (rs)
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Note: Distressed bonds are bonds trading at more than 1000 basis points over the benchmark Treasury.
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US and European companies financed differently

Sources of financing for the corporate sector

; IG Bonds -
United States Rered Aard Euro area
Bank loans above
19% 8% IG Bonds -
BBB
8%
HY bonds
Private-direct middle 2%
market loans
4% Institutional
\ leveraged
\ Bonds - Rated A and loans
2%
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28%
Institutional lever IG Bonds - BBB Bank loans
loans 28% 80%
10%
HY bonds/
11%

Source: Bloomberg Finance LP, IMF, DB Global Research
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US corporates getting financing other places than in banks

% U.S. Nonfinancial corporations business: %
Bank loans as a % of total debt
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US credit markets have grown from $2trn in 2008 to $7trn today.
All driven by much more BBB and single-A paper outstanding

$tn Market cap of Bloomberg Barclays corporate indexes $tn
m Aaa = Aa A Baa mBa B m Caa & below
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Duration of IG and HY indexes

#years  Macaulay duration of Bloomberg Barclays corporate indices ¥ Years
—IG —HY
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50% of the IG index is BBB

% Share of market value in Bloomberg Barclays USD I1G Yo
EBBB =" A mAA BAAA
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Stock of corporate bonds outstanding, in USD

$,tn US corporate debt outstanding by S&P ratings
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Foreign appetite for US IG and HY

% Holdings of corporate and foreign bonds as % of corporate and %
foreign bond outstanding
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Low primary dealer inventory of corporate bonds
relative to the stock of IG and HY outstanding

USD trn — Total stock of US corporate bonds outstanding (Is) USD bin
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Fed Treasury purchases slowing down

$ bn, Treasury securities held outright by the Fed $ bn,
weekly chg. weekly chg.
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Key vulnerabilities in HY, loan, and private credit markets

Vulnerabilities in global risky credit markets

Borrower’s Embedded and Liquidity, Complexit
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The potential max size of the Fed’s
balance sheet depends on what they buy

Trigon Size of selected U.S. asset markets: outstanding TriIéion
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S&P500 12 month forward multiple now at 21.3

Ratio S&P 500: 12 months forward P/E Ratio
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S&P500 24 month forward P/E ratio at 24

Ratio S&P 500: 24 months forward P/E Ratio
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3. COVID-19:

The swoosh-shaped
economic recovery
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The household savings rate increased
after the Great Depression in the 1930s

% Personal savings rate in United States %
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Fed’'s weekly GDP index points to sharp drop in Q2

—Lewis Mertens Stock Weekly Economic Index (Scaled to 4-quarter GDP Growth)
—St. Louis Economic News Index: Real GDP for Current Quarter (SAAR, %Chg)
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Green shoots in restaurant bookings?

%yly OpenTable network : year-over-year change in seated diners at restaurants %y.y
in United States
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Restaurant bookings up significantly
In Alabama and South Carolina

%yly OpenTable network : year-over-year change in seated diners at restaurants  opyy
in United States
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Note: This data shows year-over-year seated diners at restaurants on the OpenTable network across all channels: online reservations, phone
reservations, and walk-ins. For year-over-year comparisons by day, we compare to the same day of the week from the same week in the previous
year.

Source: OpenTable , DB Global Research
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Restaurant bookings up in Indianapolis and San Diego

% OpenTable network : year-over-year change in seated diners at restaurants %
in major U.S. cities 80
80 —Boston —Denver Indianapolis Los Angeles —New York [
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40 - 40
20 - 20
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Note: This data shows year-over-year seated diners at restaurants on the OpenTable network across all channels: online reservations, phone
reservations, and walk-ins. For year-over-year comparisons by day, we compare to the same day of the week from the same week in the previous
year.

Source: OpenTable , DB Global Research
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Restaurant bookings across states

%
- -120

OpenTable network : year-over-year change in seated diners at restaurants in United
States as on May 25
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Restaurant bookings up in Germany

%yly OpenTable network : year-over-year change in seated diners at restaurants  %yly
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Note: This data shows year-over-year seated diners at restaurants on the OpenTable network across all channels: online reservations, phone
reservations, and walk-ins. For year-over-year comparisons by day, we compare to the same day of the week from the same week in the previous year.

Source: OpenTable , DB Global Research
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US airline traffic currently 13% of normal

Thous. Total traveler throughput
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US: Citymapper mobility index

Citymapper mobility index
% of city moving compared to usual
120% - =—Washington DC —=San Francisco = —Philadelphia —New York City - 120%

—|_0S Angeles —Chicago —Boston —Seattle
100% 100%
80% 80%
60% 60%
40% 40%
20% 20%
0% 0%

Note: The Citymapper Mobility Index is calculated by comparing trips planned in the Citymapper app to a recent typical usage period. Trips planned
('Get Me Somewhere' and related) are correlated to trips taken (GO mode). Typical usage period is defined as 4 weeks between Jan 6th and Feb

2nd, 2020. Source: Citymapper , DB Global Research
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Citymapper mobility index

Citymapper mobility index
% of city moving compared to usual
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Note: The Citymapper Mobility Index is calculated by comparing trips planned in the Citymapper app to a recent typical usage period. Trips planned
('Get Me Somewhere' and related) are correlated to trips taken (GO mode). Typical usage period is defined as 4 weeks between Jan 6th and Feb

2nd, 2020.

Source: Citymapper , DB Global Research
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% of city moving compared to usual

Citymapper Mobility Index
% of city moving compared to usual
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Note: The Citymapper Mobility Index is calculated by comparing trips planned in the Citymapper app to a recent typical usage period. Trips planned
('Get Me Somewhere' and related) are correlated to trips taken (GO mode). Typical usage period is defined as 4 weeks between Jan 6th and Feb

2nd, 2020. Source: Citymapper , DB Global Research
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% of city moving compared to usual

Citymapper mobility index
% of city moving compared to usual
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Note: The Citymapper Mobility Index is calculated by comparing trips planned in the Citymapper app to a recent typical usage period. Trips planned
('Get Me Somewhere' and related) are correlated to trips taken (GO mode). Typical usage period is defined as 4 weeks between Jan 6th and Feb

2nd, 2020. Source: Citymapper , DB Global Research
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Global airline traffic slowly moving up

# of flights  Total number of flights tracked by Flightradar24, per day (UTC time),  # of flights
last 120 days

200,000 mmNumber of flights —7-day moving average - 200,000
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160,000 160,000

140,000 140,000

120,000 120,000

100,000 100,000
80,000 80,000
60,000 60,000
40,000 40,000
20,000 20,000

0 0

Note: Total flights: Commercial flights above + rest of business jet flights + private flights + gliders + most helicopter flights + most ambulance flights +
government flights + some military flights + drones
Source: Flightradar24, DB Global Research

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 49



Global commercial airline traffic still low
Number of commercial flights tracked by Flightradar24, per day (UTC time)

# of flights last 120 days # of flights
120.000 mmNumber of flights —7-day moving average ~ 120.000
100,000 100,000
80,000 80,000
60,000 60,000
40,000 40,000
20,000 20,000
0 0
(tb’
Note: Commercial flights : Commercial passenger flights + cargo flights + charter flights + some business jet flights.
Source: Flightradar24, DB Global Research
Deutsche Bank
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Congestion levels around the world
TomTom Traffic Index ranking 2019 : Top 50 City in world
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Weekly NYC subway turnstile entries

Millions New York city subway usage Millions
MTA Weekly turnstile entries, system wide
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Daily NYC subway turnstile entries in 2020

Millions New York city subway usage Millions

MTA Daily turnstile entries in 2020, system wide
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Weekly Manhattan subway turnstile entries

Millions New York city subway usage
MTA Weekly turnstile entries, Manhattan
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Weekly 34" Street-Penn Station subway turnstile entries

Millions New York city subway usage Millions
MTA Weekly turnstile entries, 34-th St-Penn Station
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Weekly Bronx subway turnstile entries

Millions New York city subway usage Millions
MTA Weekly turnstile entries, Bronx
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Small businesses want to reopen the economy immediately

When do you think is the appropriate time to lift the non-essential
business and stay-at home restrictions in your state or city?

0fhH - — 0
50% 46% 50%
40% 40%
30% 30%
20% 20%
10% 10%

0% 0%
Immediately Inthe next30  1-2 months 3-4 months Whenever
days health experts

believe it's safe

This NFIB Small Business Loan Programs and Re-Opening survey was conducted with a random sample of NFIB’s membership database
of about 300,000 small business owners. The survey was conducted by email on May 1, 2020. NFIB collected 842 usable responses.

Source: NFIB, DB Global Research

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 57



Small businesses very bearish about the economic outlook

How long do you think it will take before your local economy
IS back to near pre-crisis levels of economic activity?

45% - - 45%
40%
40% 40%
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30% 30%
25% 25%
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10% 10%
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0% 0%
It is now By July By December Sometime in  Between 2022-
2021 2024

This NFIB Small Business Loan Programs and Re-Opening survey was conducted with a random sample of NFIB’s membership database
of about 300,000 small business owners. The survey was conducted by email on May 1, 2020. NFIB collected 842 usable responses.

Source: NFIB, DB Global Research
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Small businesses most worried about getting customers back
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Getting customers back

How concerned are you about the following when your state re-opens the
economy and lifts business restrictions?
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® Very concerned

29%

27%

Managing customers’ health and
safety concerns

24%

Managing employees’ health and

safety concerns

24%

Accessing credit or loan
programs

Finding workers to fill open
positions
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40%

30%
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0%

This NFIB Small Business Loan Programs and Re-Opening survey was conducted with a random sample of NFIB’s membership database
of about 300,000 small business owners. The survey was conducted by email on May 1, 2020. NFIB collected 842 usable responses.

Source: NFIB, DB Global Research
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Lockdown effectiveness: A lot
of people moving around in the US

COVID-19 Community Mobility Report
Mobility changes*: Retail & recreation**
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South Korea
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*Mobility trends for places like restaurants, cafes, shopping centers, theme parks, museums, libraries, and movie theaters. **Changes for each day are
compared to a baseline value for that day of the week:. The baseline is the median value, for the corresponding day of the week, during the 5- week

period Jan 3—Feb 6, 2020

Source: Google, DB Global Research
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US and Germany car traffic back to
January and February levels

Index Apple mobility trends reports: Driving Index
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The data shows a relative volume of directions requests per country compared to a baseline volume on January 13th, 2020

Source: Apple, DB Global Research
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Still a lot of people moving around
In the US relative to other countries

% Google COVID-19 Community Mobility Report %
30 - Mobility changes* : Retail & recreation** 30
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*Mobility trends for places like restaurants, cafes, shopping centers, theme parks, museums, libraries, and movie theaters. **Changes for each day are
compared to a baseline value for that day of the week:. The baseline is the median value, for the corresponding day of the week, during the 5- week
period Jan 3—Feb 6, 2020

Source: Google, DB Global Research
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Max difference between state level unemployment rates at peak in 2009: 10%-points

In some states the unemployment rate is between
30% and 60%. In other states it is less than 20%
Jobless claims in the last 14 weeks as a share of labor force
Max difference between state level unemployment rates today: 44%-points
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Filing method for unemployment claims:
Some states all by telephone, other states all via internet

Unemployment Insurance Initial Claims Filing Method
m Internet = Telephone ® In Person m Other*
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Other includes Mail, Employer, Other and Missing. This report is based on Benefit Accuracy Measurement data for Ul claimants with benefit years

beginning in the period from CY 2019 QTR 1 to CY 2019 QTR 4. These percentages are estimated from sample data and are subject to sampling and non-

sampling error. Source: United States Department of Labor, DB Global Research
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April 2020: Percentage of unemployed

receiving unemployment benefits in each state

A [ N ——
0-50% 50.1-60%  60.1-70%  70.1-80%  80.1-90% 90% & above

A

N

We calculated states’ percentage share by taking the continued-claims figures for the same week as the reference week for the BLS’s household
survey, then dividing it by the total unemployment figure.

Source: DOL, BLS, Haver Analytics, DB Global Research
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Once the US economy reopens social distancing will be more difficult
In states with a large share of high contact intensity occupations

Share of contact intensive occupations

. 22.86 — 24.62
21.16 — 21.53

ro Percentage
21.83 -22.86
21.53 - 21.83

s 20.63 - 21.16
19.11 - 20.63

Source: St. Louis Fed, DB Global Research
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There are 27mn US workers in
high contact intensity occupations

Million Total number of workers based on relative contact intensity Million
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0 - | | - 0

Low Medium High
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More difficult for lower income groups to work from home

Working from home by income group in the United States

m Stayed home from work and unable to work  mWorked from home

19%
Top quintile 180K and up
71%

Upper-middle quintile 90K-180K
54%

Middle quintile 48K-89K
42%

Lower-middle quintile 24K-74K

_ 45%
Bottom quintile <24K
41%

0% 20% 40% 60% 80%

Sample of 8572 randomly selected adults from the Gallup Panel, interviewed over the phone from March 16 to March 22

Source: Reeves , Richard V. and Jonathan Rothwell, “Class and COVID: How the less affluent face double risks,”
Brookings Institution March 2020 DB Global Research
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Social distancing Index
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Social distancing and income inequality

United States: Social distancing vs income inequality

® Hawaii @District of Columbia
@ New Jersey ® New York
Washington California
Oregon @ Massa?husetts
® Pennsylvania Florida
] Marylan{Nevada e Rhode Island
Michigan @ Connecticut
Colorado @ Arizona . . ,
. @ Delaware @ @ !llinois New Mexico
New Hampshire Virginia o @ Louisiana
— i Texas i
(] Nebraska Q‘ I\gnr;(esota 0.Ngrth C.arollna o
Wisconsin ansas @ onio eordia — \West Virginia
® Indiana @ @ Vermont ©& e South Carolina Kentucky
Alaska @ Utah 9 Maine@ Missouri e Mississippi
| lowa ” North Dakota e Alabama
Idah
) ” ano 0 e Arkansas Tennessee
@ Wyoming @ Montana
South DakotaOklahoma
| | | | | | | 1
0.4 0.42 0.44 0.46 0.48 0.5 0.52 0.54 0.56
Gini coefficient* (higher value = more income inequality)
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Credit managers seeing more distress

Index NACM US Credit Managers Combined Sector Dollar Collections Index
70 A - 70
65 - - 65
60 - 60
55 - 55
o] O T T B T T T L L 50
45 - - 45
40 - - 40
35 - - 35
30 30

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
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10s vs credit managers’ index

% 15-month

: Change-ann
—10 year trasury yield (Is) ’
4.5% - Index - 20

—NACM Survey : amount of credit extended (rs)

4.0% - - 15
3.5% - 10
3.0% - :
=% ‘ \ \ £ ’w w L0
2.0% - *} ) )’,“ \ /

| - -5
1.5% -
1.0% - - 10
0.5% - - 15
0.0% . -20

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Source: NACM, FRB, Haver Analytics, DB Global Research
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Local government
Sales taxes as a share of total tax collections

%

Share of various taxes in states' total taxes, Q4 2019
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US: People over 55 years old
account for 40% of consumer spending

% Share of total US consumer expenditures by age %
—65 years and above —55 years and above
45 - 45
40 1 - 40
35 - - 35
30 - - 30
25 - . 25
20 - L 20
15 - - 15
10 10

1988 1991 1994 1997 2000 2003 2006 2009 2012 2015 2018
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Consumption patterns of US consumers
above and below 65 years old

Consumer expenditure by category :
Under 65 years

c C':k?sh Personal
ontributions , insurance and  Food at
3% pensions, 13% home Fo?]((i)rart]v(\e/ayé(;rom
: 6%
Miscellaneous, 7% )
2% Alcoholic

Beverages , 1%
Tobacco, 1%

Education, 3%
Reading , 0%
Entertainment,

Owned
dwellings, Rented

5% I Dwellings, 7%
Personal
Care, 1% Other

Lodging, 1%
Health care, 7%

Natural gas, 1%
Electricity, 2%

Water Other Fuels, 0%
Transportation, 1%
0, 3
16% Cellul Residential
Apparel and ar phone
services, 3% Phone service, 0%
, 2%
Household Pgrsonal
furnishings and services, 1%
equipment, 3% Other

Household

Housekeeping EXPenses , 2%
supplies, 1%

Consumer expenditure by category :

65 years and older

Cash
Contributions ,
5%

Tobacco, 0%

Personal
insurance and
Miscellaneous, | pensions, 7%

2%

Education, 1%

Food at Food away
home, 8% from home, 5%

. Alcoholic
0,
Reading , 0% Beverages ,
Personal 1%
Care, 1% Rented

Dwellings, 5%

Owned
dwellings, 12%

Nz

N

Entertainment, Health care,
6% 13%

Other Lodging,
2%
Natural gas,
0,
1 /&)ther Fuels,
0%
Electricity, 3%

Transportation, Residential

14% phone
Apparel and service, 1%

i 0,
services, 2% Cellular Phone,

Water 1%
, 1%

Personal
Household : services,
furnishings and House_keeplng 0%
. supplies, 1%
equipment, 3% Other

Household
Expenses , 2%

Note: Data for 2018. Source: BLS, Haver Analytics, DB Global Research
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Households scaling back purchases of non-essentials

% SCE survey: Median expected change in household spending %
over next 12 months
—Essentials —Non-essentials
3.50 - - 3.50
3.00 - \/\/\/ — - 3.00
2.50 A - 2.50
2.00 - - 2.00
1.50 - - 1.50
1.00 - - 1.00
0.50 - - 0.50
0.00 | | | | | 0.00

15 16 17 18 19 20
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Households scaling back spending on vacations

% SCE survey: Average percent chance of household purchasing each
item over the next four months
35 - —Electronics —Furniture —Home appliances
Home repairs —House or apartment —Vehicles
—Vacations

30 -

25 -

20 -

5] S~ — N\

5-\/\/\

V

0

I I I I I
15 16 17 18 19 20
Source: NY Fed SCE Household Spending Survey, Haver Analytics, DB Global Research
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25
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15

10
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Normally during recessions consumers don't
believe things will get better in six months time

% Conference Board: expectations for 6 months hence %
—Better —\Worse
45 - - 45
“Things will be
a lot better
40 - in 6 months” — 40
35 - - 35
30 - - 30
25 - 25
20 A - 20
W i
15 - ' 15
10 - \ - 10
;- T ha s
“Things not better “Things not better
in 6 months” in 6 months”
O I I I I I I I I I I I I I I I I I I I I I I I I I I I O
6769 71737577798183858789919395979901030507091113151719
Source: The Conference Board, Haver Analytics, DB Global Research
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US: Expected change in unemployment benefits

% SCE Public Policy: expected changes in next 12 months: unemployment %
benefits
—Increase —No change —Decrease

70 - - 70
60 - ‘ - 60
. \/ 5
40 - - 40
30 H . - 30
20 - - 20
10 A - 10
O I I I I I I I I I I I I I I O
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8228 % 28 %8 28 % 248 ¢%

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 79



%
8% -

7% A

6% -

5% -

4% A

3% -

2% -

1% -

0%

US: Commercial bank loan delinquency rate
highly correlated with the unemployment rate

—Loan delinquency rate, All loans and leases (Is)

AW

—Unemployment rate (rs)

Q2 2020 : ‘ -
13.5%
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Conversation is changing from liquidity to solvency

% United States # number
U - of cases
—Unemployment rate (Is) —Total new Chapter 11 bankruptcy filings (rs)

15% - 8000
14% +

- 7000
13%
12% - 6000
11%

- 5000
10%
9% - 4000
8%

- 3000
7%
6% - 2000
5%

- 1000
4%
3% 0

1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019
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Households withdrawing money from retirement accounts

“In the last 60 days, have you taken any money out of your retirement
savings account due to coronavirus-related circumstances?”

mYes =N, butplanto = No, and don't plan to

MagnifyMoney conducted an online survey of 1,239 Americans with a retirement savings account. The sample base was proportioned to
represent the overall population, and the survey was fielded April 28-May 1, 2020.
Data comes for here https://www.magnifymoney.com/blog/news/early-withdrawal-coronavirus/

Source: MagnifyMoney, DB Global Research

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 82


https://www.magnifymoney.com/blog/news/early-withdrawal-coronavirus/

Credit card interest rate near highest levels in decades

% Commercial bank interest rate: credit cards, %
accounts assessed interest

18 - - 18
17 - - 17
16 - - 16
15 - - 15
14 - - 14
13 - - 13
12 - - 12
11 | | | | | | | | 11
95 98 01 04 07 10 13 16 19

Note: This rate is the annualized ratio of total finance charges at all reporting banks to the total average daily balances against which the
finance charges were assessed
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Auto loan interest rates increased by 2%-points in 2018

% Auto loan interest rate %
8 — 36 month used car — 60 month new car - 8
7 - 7
6 - 6
5 4 -5

2 I I I I I I I I I I I 2
08 09 10 11 12 13 14 15 16 17 18 19
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Delinquency rates moving up for consumers

% Balance — Auto loan delinquencies (90+ days, Is) % Balance
— Credit card delinquencies (90+ days, rs)
5.5 - - 14
o A 13
- 12
\
/ 3 - 11
4.0 - 10
3.5 -9
3.0 - -8
-7
2.5 - 6
2.0 - -5
15 I I I I I I I I I I I I I I I I I I I I I 4

99 00 0102 03 04 0506 0708 091011121314151617 181920
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Auto loans: Lower income groups currently at 2006
levels in terms of debt and interest payments

Consumer Expenditure Survey: Motor vehicle purchases & vehicle

0 . . 0
/0 finance charges as a share of average consumer expenditure L

W 2006 H 2009 m 2018

Lowest 20 %  Second income Third income Fourth income Highest 20%
income quintile quintile quintile quintile income quintile
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US: Auto loan interest rates higher across all FICO scores

% Interest rate on 36-month auto loan by FICO score %
18 - 18
B December 2015 B February 2020
16 - - 16
14 - - 14
12 - - 12
10 - - 10
8 - - 8
6 - -6
-4
-2
-0

720-850 690-719 660-689 620-659 590-619 500-589

Source: myfico.com, DB Global Research
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80% of cars sold are financed.
And 20% of car sales are subprime

% Share in total auto loan originations in Q1- 2020 %
100 - - 100
80 - - 80
60 - - 60
40 - - 40
20 - - 20
I 0

Subprime Prime
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Average amount financed on new car loans moving higher

32000 -

30000 -

28000 -

26000 -

24000 -

Finance companies: new car loans: average amount financed

$
- 32000

- 30000

- 28000

- 26000

- 24000

22000
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More households falling behind on their auto
loans, credit card loans, and mortgages

(7 — Unemployment rate (Is) 0%
— Delinquency rate on consumer loans (rs, 12m lead)

16 - - 3.6
14 - - 3.2
12 -
- 238
10 - |
24
8 - | | \
. H ' w - 2.0
Ai “ "
4 - “, - 16
2 [ [ [ [ [ [ [ [ [ I I 12

65 /0 Y5 80 8 90 95 00 05 10 15 20

Note: Composite consumer loans consists of eight loan types: personal, automobile direct & indirect, mobile homes,
recreational vehicles, marine financing loans, property improvement and home equity and second mortgage loans.

Source: BLS, ABA, Haver Analytics, DB Global Research
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More people would prefer to work from home permanently

Survey: Would you rather work from Survey: Are you more
home full time moving forward productive working from home

Not sure
To early to yet
tell 24.0%

16.6%

Source: Zippia Poll Survey , DB Global Research
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Pent-up demand: A lot of money on the sidelines
for consumer spending and buying stocks and credit

Money market mutual fund: Total assets

mm \Weekly change (rs)

—Level (Is)
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Not U or L but deep V

$ Trillion Real GDP in United States $ Trillion
21 - —DB Forecast ==-CBO May 2020 Interim Forecast Blue Chip 50
20 - - 19
19 - 18
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Index

80 -

30 ~

20

—ISM manufacturing: new orders index (Is)
—Real private nonresidential fixed investment: equipment (rs)

Sharp decline in capex

% yly

01
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4. Higher risk of
deflation than inflation
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Inflation will not be a problem for many, many years

Capacity utilization: Total industry

90% - - 90%
85% - - 85%
80% - - 80%
75% - - 79%
70% - - 70%
65% - - 65%
60% 60%

1967 1971 1975 1979 1983 1987 1991 1995 1999 2003 2007 2011 2015 2019

Deutsche Bank

Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 96



Inflation not a problem anytime soon

%yly United States: Core CPl and NFIB survey %
—Core CPI (Is)
—NFIB: Percent planning to raise average selling prices, net* (12 month lead, rs)
3.0 - - 40%
- 35%
25 - ~ o
2.0 -
- 20%
A - 15%
1.5 A
- 10%
1.0 - - %
- 0%
0.5 -5%

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

*Less percent planning reduction
Source: BLS, NFIB, Haver Analytics DB Global Research
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US: Velocity is positively correlated with inflation

% yly —Velocity of money (20m lead, Is) —Core CPI (rs) % yly
5 - - 3.0
0 A | A"A‘A. | A : —A 3‘“‘— -2

"l \V / N W 50
X w \ ,“ \ .

-5 4 \ \ 1 W) M - 1.5
- 0.5
-15 - - 0.0
20 - - -0.5
- -1.0

-25 4
- -1.5
-30 - - -2.0

00 02 04 06 08 10 12 14 16 18 20

Note: Velocity of money is nominal GDP divided by M2.
Source: FRB, BLS, Haver Analytics, DB Global Research
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Supply chain disruptions have very small weight in CPI basket

ltems
Percent

New Vehicles 3.8
Meats, Poultry, Fish, & Eggs 1.8
Information Tech, Hardware, & Services 1.3
Prescription Drugs 1.2
Lodging Away from Home 0.9
Furniture and Bedding 0.9
Airline Fare 0.6
Sporting Goods 0.6
Spices, Seasonings, Condiments, Sauces 0.3
Frozen & Freeze Dried Prepared Foods 0.3
Appliances 0.2
Medical Equipment and Supplies 0.1
Sum 12.0
Memo, three biggest weights in CPI index:

Housing 42.5
Food & Beverages 15.2
Transportation 14.7
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5. Energy prices
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40% of oill demand comes from cars and trucks

% Oil demand by sector %

B Trucks ®mCars  m Non-combusted Industry ~ n Non-road Buildings M Power
Estimates->

100 - - 100
90 - - 90
80 - - 80
70 - - 70
60 - - 60
50 - - 50
40 - - 40
30 - - 30
20 - - 20
10 - - 10
0 - -0

2010 2015 2020 2030

Source: BP Energy Outlook 2019, DB Global Research
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Dramatic decline in US oil consumption

'000 barrels a day United States: Total oil consumption '000 barrels a day

Deutsche Bank
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Cushing crude oll stock versus storage capacity

Million barrel United States : DOE Cushing Oklahoma Crude Oil Million barrel
Total Stock

80 - Working storage capacity as of September 30, 2019: 76 Million - 80
70 - -0

- 60
60 -

- 50
50 -

- 40
40 -

- 30
30 -

- 20
20 A - 10
10 -

2014 2015 2016 2017 2018 2019 2020
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Oil floating storage at record high

Million barrel Global crude oil floating storage Million barrel
200 - 200
180 - - 180
160 + - 160
140 - - 140
120 A - 120
100 A - 100
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Lower WTI pushing retail gas prices down

$/barrel WTI Crude Oil Cushing and Gasoline price $/gallon
—US Crude Oil WTI Cushing OK Spot (Is)

80 - —US Retail Automotive Gasoline Total All Grades Average Spot (rs)
- 3.1
60 - ‘
\ - 2.9
40 - ‘ - 2.7
- 2.5
20 -
- 2.3
O \ I I I I I
V
- 2.1
-20 -
V |
40 A - 1.7
2015 2016 2017 2018 2019 2020

Source: US Department of Energy, Bloomberg Finance LP, DB Global Research

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 105



Cars on the roads in the US are on average 12 years old

# of years Average Age of Light Vehicles in Operation in the United States # of years

12.0 - - 12.0
11.5 - - 11.5
11.0 - - 11.0
10.5 - - 10.5
10.0 - - 10.0
9.5 - - 9.5
9.0 - - 9.0
8.5 - - 8.5
8.0 8.0

1995 1998 2001 2004 2007 2010 2013 2016 2019
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Gas price at the pump

US$ per Gallon United States : Regular Fuel price US$ per Gallon
2.00 ~ - 2.00
1.95 A - 1.95
1.90 - - 1.90
1.85 - - 1.85
1.80 A - 1.80
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Most expensive states to buy fuel

USS$ per Gallon Most Expensive Fuel price by state: Top 25 US$ per Gallon
- - 3.5
3.3 1 o
3.1 1 =
2.9 1 o
2.7 1 20
2.5 1 27
2.3 28
2.1 - 2
1.9 A 2
s - 1.7
iy - 1.5
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Note: Regular Unleaded Gas Prices as of May 27, 2020

Source: GasBuddy, DB Global Research
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States with lowest fuel prices

US$ per Gallon Leat Expensive Fuel price by state: Top 25 USS$ per Gallon
1.9 - - 1.9
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Note: Regular Unleaded Gas Prices as of May 27, 2020

Source: GasBuddy, DB Global Research
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Gas prices at the pump: Regular fuel

B 57001652 173201264 I 1367001954 M 19520002120 I 216503300

Note: Regular Unleaded Gas Prices as of May 27, 2020

Source: GasBuddy, DB Global Research
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6. The US fiscal expansion
and long rates
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Fiscal crises in advanced economies
normally triggered by a sudden loss of market
confidence or large increases in government bond auctions

% Fiscal crises episodes (1980-2016)
MW Loss of market confidence m Credit event
B Exceptionally large official financing m Implicit domestic default
100% -
90% -
80% -
70% -
60% -
50% -
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Advanced Emerging Markets Low-income Total
economies (AES) (EMs) countries (LICs)

Source: Debt Is Not Free (IMF, 2020), DB Global Research
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Record high level of world GDP experiencing negative real interest rates

% Percentage share of advanced countries GDP %
recording negative real rate since 1314

100% ;  —3year moving average —5 year moving average  une 2020~ 100%
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80% - . 80%
70% A L 70%
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Note: Advanced countries here are lItaly, France, Germany, Spain, Netherlands, Japan , UK & US

Source: National sources, Paul Schmelzing (BoE, January 2020, DB Global Research

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 114



Big jump in budget deficit and unemployment rate

% Fiscal budget and unemployment rate %12 month MA

—Unemployment rate (Is) —Federal Surplus/Deficit(-) as a % of GDP (inverted,rs)
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Growing fiscal deficit would normally push long rates up but
since 2009 global QE and forward guidance have kept rates low

% —Fed ACM term premium: 10 yr (Is) % 12 month
—Federal surplus/ deficit (-) as a % of GDP (inverted,rs) MA
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Normally when the economy enters a recession the term premium rises

% —Fed ACM term premium: 10 yr (Is) —Unemployment rate (rs) %
6 - DB forecast ; r 15
2020Q2 ‘. 14
5 - 13
- 12
4 - - 11
- 10
3 7 - 9
- 8
o - 7
1 - - 6
-5
O n I I I I I I I I I i 4
- 3
1 - - 2
-1
2 -0

1967 1972 1977 1982 1987 1992 1997 2002 2007 2012 2017

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 117



Fiscal deficit and 10-year rates

% % 12 month
—10 yr treasury yield (Is) =—Federal surplus/ deficit (-) as a % of GDP (inverted,rs) MA
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Source: FRB, US Treasury, BEA, Haver Analytics, DB Global Research
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Global debt as a share of GDP

Global sectoral debt as % of GDP

% 0
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Source: IIF Global Debt Monitor, DB Global Research
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Demand and supply in Treasury markets

$bin United States: Treasury issuance and Fed QE $bin
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Liquidity in US Treasury markets

% pt Bid-offer spread in US Treasuries % pt
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/. Election uncertainty

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 122



Voter turnout in Midterm and Presidential elections since 1789

Voting eligible United States: Voter turnout rates, 1789-2018 Voting eligible
population turnout population turnout
rate _ _ _ _ _ rate
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Trump job approval rating not too different from
Obama or Clinton at this point in presidency

%0 Presidential job approval %0
— Trump — Clinton — Obama
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Net migration into the US down 40% in recent years

Thousands Net migration between the United States and Abroad Thousands
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10% of voters in 2020 will be foreign born

Percent of U.S. eligible voters who are foreign born
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The share of income going to the Bottom 50% of the
population is down in the US and unchanged in Europe
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The share of income going to the Top 1% is
up 6%-points in the US and 2%-points in Europe

% Share of national income: top 1% percentile %
—US — Europe
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10% of the US population own 84%
of all stocks held by households

% Percent of total investment assets held, by wealth distribution %
M Top 10% M Bottom 90%

100 - - 100
80 - - 80
60 - - 60
40 - - 40
20 - - 20

0 - -0
Business equity Stocks, directly or indirectly Non-home real estate
owned*

* Includes direct ownership of stocks and indirect ownership through mutual funds, trusts, and IRAs, Keogh plans, 401(k) plans, and other
retirement accounts

Source: Edward N. Wolff, (2018), Survey of Consumer Finances, DB Global Research
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US consumer outlook: Many low- and middle-income
households have lost jobs and have little savings

Net saving rates across the income distribution
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Source: Mian, Straub & Sufi “The Saving Glut of the Rich and the Rise in Household Debt,” (Nov 2019), DB Global Research
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US: Coronavirus likely to have bigger impact on low-income groups

% Percent of private industry workers with access to paid sick leave, %
vacation, and holidays, by wage category, 2019
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0 -0
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percent percent percent percent percent percent
Source: Bureau of Labor Statistics, National Compensation Survey, DB Global Research

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 131



Paid sick leave and healthcare access by establishment size

% Percentage share of private industry employees with access to work %
benefits by establishment size

100 - W Paid sick leave M Healthcare access - 100

1 to 99 workers 1 to 49 workers 50 to 99 workers 100 to 499 500 workers or

workers more
Source: BLS, DB Global Research
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US: Reasons why uninsured don’t have health insurance

% Reasons for being uninsured among uninsured nonelderly adults %
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US: Only 26% of workers throughout their 50s and early
60s work in jobs with both health and retirement benefits

Demographics at ages 50-62 based on
a benefits only definition of nontraditional work

m Early retirement ®m Weak attachment m Mostly nontraditional
m Mostly traditional m All traditional

Source: Center for Retirement Research at Boston College, DB Global Research
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53% of US households don’'t have emergency savings

% Percentage of adults with no emergency savings account %
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25% of US households with income higher
than $150,000 don’t have emergency savings

% Percentage of adults with no %s
90 - emergency savings account, by income - 90
80 - 8 - 80

T ¥
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Length of time households could cover expenses with existing money

Question: "At current level of spending, how long could you afford to cover expenses, if
you and your household had to live off only the money you have readily available without

% drawing from retirement accounts or borrowing? " %
B Less than 1 week W 1-3 weeks ® 1-2 months 3-5 months +6 months
100 - - 100
90 - 23 - 90
80 - - 80
70 o 16 70
60 - - 60
50 - - 90
40 - 29 - 40
30 - - 30
20 - - 20
10 - - 10
0 0

Has emergency savings account No emergency savings account

Source: AARP, DB Global Research
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Rich countries tend to have a bigger
middle class, except the United States

Share of population in middle-income

_ _ households and annual median income
Middle-income

share (%)
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Note: Middle-income classes and median incomes are defined relative to equivalised household disposable income. The middle-income class comprises
individuals in households with incomes that are between 75% and 200% of the median.
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More people delaying medical treatment for financial reasons

Within the last twelve months, have you or a member of your family put off

% any sort of medical treatment because of the cost you would have to pay? %
— % put off treatment for any condition =—% Put off treatment for serious condition
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Older households richer.
Younger households poorer

% Change in real median family net worth by age of head %
—35-44 years —A45-54 years -—55-64 years 65-74 years —75+ years
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Investment
Implications
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Top 18 questions for markets

The economy

1. How will different reopening strategies and very different levels of unemployment impact the shape of the recovery?

2. Many consumers and corporates have missed payments on debt on April 1 and May 1, what will happen if many also
miss payments on June 1, and higher 90-day delinquency rates begin to trigger a wave of defaults?

3. The current deep recession will result in disinflation over the coming years, are there any valid arguments for inflation?
4. What behavioral changes will we see from consumers over the coming quarters?

5. What behavioral changes will we see from corporates over the coming quarters?

6. What behavioral changes will we see from banks and private buyers of corporate credit over the coming quarters?

7. What are the risks that the current liquidity crisis will turn into a solvency crisis?

The policy reaction

8. Which countries will do additional fiscal stimulus?

9. What are the risks of doing massive fiscal policy?

10. What are the risks of doing massive monetary policy?

11. What are the consequences of the weighted average maturity of US government debt outstanding moving rapidly
lower over the coming quarters, will the market pay attention and begin to worry about US fiscal sustainability?

12. What are the consequences of the Fed’s unwillingness to do yield curve control in the long end of the curve, are they
trying to draw a line between monetary and fiscal policy?

13. When will credit and equity markets again be driven by fundamentals?

The future

14. What are the policy options for fiscal policy and central banks if we get a second wave of infections?

15. Will we see new rules and regulations for households, small businesses, large businesses, and financial services?
16. What are the geopolitical consequences for the relationship between the US, Europe, and China?

17. What will happen when Fed Chair Powell’s term ends in February 2022, this has to be decided in 20217

18. COVID-19 and the associated fiscal policy response have magnified income inequality, wealth inequality, and health
care inequality even further, what are the political consequences of these multi-decade trends accelerating?
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S&P500 performance since February 24

% S&P 500 total returns by sector
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Source: Standard & Poor’s, Haver Analytics, DB Global Research
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Time it takes from VIX crossing 40
until S&P500 reaches new all-time high

# months from VIX crossing 40
Date when VIX crossed 40 until S&P500 reached new all-time high

19-Oct-87 15 months
28-Aug-98 2 months
17-Sep-01 50 months
16-Jul-02 42 months
29-Sep-08 39 months
20-May-10 25 months
8-Aug-11 14 months
Average 27 months

Median 25 months
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Who owns different countries’ government bonds?

Investorbase of advanced economies, 2019-Q4 (as % of total)
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Source: IMF, Haver Analytics,DB Global Research
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Market cap of the US Fallen Angels Index

$, bn Market cap of Bloomberg Barclays Fallen Angels Index $, bn
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Attractive again for Europeans to buy US Treasuries

% pts 10yr Treasury minus 10yr German bund, currency hedged % pts
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Spread between CCC and BB corporate bond yields

% pts Spread between CCC and BB Yields % pts
10 4 Bloomberg Barclays Capital Caa US High Yield Average OAS minus Bloomberg - 10
Barclays Capital B US High Yield Average OAS
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%

Fed funds versus market predictions
of where Fed Funds is going

Fed fund futures at different points in time
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Professional forecasters predicting higher rates again...

Actual 10y rate and forecasts for the 10y rate from the Fed's
guarterly Survey of Professional Forecasters
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Bank of Japan owns almost 80%
of all ETFs domiciled in Japan

% Share of ETFs purchased by BoJ as %
90 - a share of total AUM of ETFs in Japan o0
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Design and size of fiscal response to
COVID-19 has been very different across countries

% GDP Fiscal measures announced in G20 countries % GDP
35 - B Revenue and expenditure measures @ Loan guarantees, loans, and equity injections ]

30 | 30
25 Y
20 - 20
15 - 15
10 - 10
5 - 5
0° L0

Germany Italy UK Japan France US AustraliaSpain Korea Canada Brazil India China
Note: Data as of May 13, 2020.
Source: IMF, DB Global Research
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Google Mobility and the S&P500

% United States : Google Mobility trends and S&P 500 Index
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Bankruptcy filings vs. HY
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Record-high US budget deficit

$ Billion Federal budget balance in the United States $ Billion
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Unemployment rate has to get down to 4% to 6%
before the Fed will consider raising rates again

% %

—Fed funds target rate (Is) —Civilian unemployment rate:16 yr+ (rs)
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90% of government bonds trade at yields lower than 1%

% Percent of advanced economy government bonds outstanding by yield %
mNegative m0-1 m1-2 = 2-3 Above3

100 - 100
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0 0
12 13 14 15 16 17 18 19 201

Last obs:
June 2020

Source: IMF, Bloomberg Finance LP, DB Global Research
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Who owns US High Yield?

High yield bond investor base, 2019

Other

Offshore funds

Pensions

Hedge Funds

High-yield mutual
funds and ETFs

Income and global
high yield mutual
funds

Source: IMF, DB Global Research
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Who owns leveraged loans?

Global holders of leveraged loans, 2018

Insurers

Investment funds

US banks

Japanese banks

EU banks

Source: IMF, DB Global Research
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Who owns US private credit?

Institutional investors in US private debt funds, 2019

Family offices and

Other wealth managers

Insurers Private and public

pensions

Foundations and
endowments

Source: IMF, DB Global Research
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More than half of mail delivered by US Postal Service is marketing

Share of volume of different types of mail: 2019

First-class 0 0.6%
3% 0.2%

mail

m Marketing mail

39%
® Shipping and °

packaging

services
® Periodicals

53%

® International

m Other
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Half of US households have experienced
loss of income because of COVID-19

% of households US Census Household Pulse Survey % of households
01 mMay52020 ®May122020 m=May192020 ®May262020 =Jun22020 [ %
50 - - 50
40 - - 40
30 - - 30
20 - - 20
10 - - 10
0 - -0

Loss in employment  Expected loss in Food Sufficiency Delayed Medical  Housing insecurity
income Employment income Care

Note: Percentages are based on reporting distributions and do not include the populations that did not respond to specific items.
Source: Census, Haver Analytics, DB Global Research
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Income losses more pronounced
among low-income households

% of households US Census Houehold Pulse Survey % of households
Loss in employment income by household income

70 - m 05-May-2020 m12-May-2020 m=19-May-2020 m26-May-2020 02-Jun-2020 _ go
60 7] B 50
50

- 40
40

- 30
30

- 20
20
10 B 10
0 - 0

Less than $25,000- $35,000- $50,000- $75,000- $100,000- $150,000- $200,000+
$25,000 $34,999 $49,999 $74,999 $99,999  $149,999 $199,999

Note: Percentages are based on reporting distributions and do not include the populations that did not respond to specific items.
Source: Census, Haver Analytics, DB Global Research
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Income losses in May 2020 higher among younger people
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% of households US Census Houehold Pulse Survey % of households
Loss in employment income by age group
m 05-May-2020 m12-May-2020 m19-May-2020 m26-May-2020 02-Jun-2020
18-24 25-39 40-54 55-64 65+
Note: Percentages are based on reporting distributions and do not include the populations that did not respond to specific items.
Source: Census, Haver Analytics, DB Global Research
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% of households

More than 50% of households in Nevada, Michigan, California, Hawaii,
NY, and Pennsylvania experiencing income loss because of COVID-19
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Investment implications summarized

Fed outlook
— Fed on hold

GDP will decline 39% in Q2. The CBO estimates the unemployment rate
will be 10% in 20200Q4.

Bond markets
- 10s slowly higher

Fed tapering and exit from lockdown pushing long rates higher and curve
steeper by end of 2020.

Credit

- Credit spreads
narrower

Fed support and more liquid markets will narrow IG and HY spreads over
the coming quarters

Stock markets

- Flatter epi curve and
recession curve

Fed liquidity support and exit from lockdown will push equities higher.
S&P500 will be 3250 by the end of 2020.

FX
- Dollar down

EURUSD at 1.20 by year-end

Commodities

- Coronavirus and
slower global growth

40% of oil demand going to trucks and cars. Exit from lockdown pushing
oil prices higher.

Emerging markets

- Hard hit by virus and
low oil prices

Coronavirus and low oil prices is negative for commodity exporters. Global
recovery helpful for EM. Dovish Fed and ECB helpful for EM.
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Number of vaccine trials by country

Number Number of COVID-19 vaccine trials Number
45 - m Clinical evaluation m Pre-clinical evaluation - 45
40 - - 40
35 - - 35
30 - - 30
25 - - 25
20 A - 20

15
10
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©
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Russia
Germany
Japan
France
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Belgium
Australia
Denmark
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Kurzarbeit

fvg;wé?g German labor market ivcr)nrilllé?g
12 - ®Total unemployed persons ®mWorkers listed in company notices of short-time work _ 15
10 - - 10
8 A - 8
6 6
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Labor market performance very different in US and Germany

" Unemployment rate "
usS Germany
15 - - 15
14 - h - 14
13 - - 13
12 - - 12
11 - - 11
10 - - 10
9 - - 9
8 - - 8
7 A -/
6 - - 6
S - - 5
4 - 4
3 . . . . . . . . . . . . . . 3
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German auto industry coming back

% yly Germany % yly
30 - —EXxports of passenger cars —Passenger car production 80
60 - - 60
40 ~ - 40
20 - - 20
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Source: Verband der Automobilindustrie, Haver Analytics, DB Global Research
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Summer reading

Advice and Dissent: Why America Suffers When Economics and Politics Collide, by Alan Blinder
The Deficit Myth: Modern Monetary Theory, by Stephanie Kelton

The Economics of Race in the United States, by Brendan O'Flaherty

Away from Chaos: The Middle East and the Challenge to the West, by Giles Keppel

Deaths of Despair and the Future of Capitalism, by Case and Deaton

Competitive Advantage in Investing, by Steve Abrahams

The Great Reversal: How America Gave Up on Free Markets, by Thomas Philippon

The Euro and the Battle of Ideas, by Brunnermeier, James, and Landau

Superpower Showdown, a cold war between US and China, by Davis and Wei

What Is Populism? by Jan-Werner Muller
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S&P500 and consumer confidence

Index Stock market and consumer confidence Index
—Stock Price Index: Standard & Poor's 500 Composite (Is) —Consumer Confidence (rs)
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US employment report, response rate in household survey

CPS Household Survey Response Rate, 2010-2020

100% - - 100%
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75% A L 75%
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65% 65%
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At current speed of normalization airline
traffic will be back to pre-virus levels in June 2021

Number of TSA checkpoint travel numbers in United States Number of

passengers passengers
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US: Rising share of companies with debt /
servicing costs that are higher than profits

US: Share of “zombie” firms
%

20 1
18 -
16 -
14 -
12 -
10 -

o N B~ O ©
|

_

1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020

Note: Firm-level data is used to calculate the share of listed firms that are more than ten years old with
an interest coverage ratio less than one for three years in a row.
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Germany: Rising share of companies with interest
payments that are higher than earnings

20 Germany: Share of “zombie” firms
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Note: Firm-level data is used to calculate the share of listed firms that are more than ten years old with
an interest coverage ratio less than one for three years in a row.

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020 177



UK: Rising share of companies with interest
payments that are higher than earnings

UK: Share of “zombie” firms
%
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Note: Firm-level data is used to calculate the share of listed firms that are more than ten years old with
an interest coverage ratio less than one for three years in a row.
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France: Rising share of companies with interest
payments that are higher than earnings

% France: Share of “zombie” firms
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Note: Firm-level data is used to calculate the share of listed firms that are more than ten years old with
an interest coverage ratio less than one for three years in a row.
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Many low wage jobs are close physical proximity occupations

Top 10 Occupations Among Low-Wage Workers, 2018 # of workers

# of workers
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Health insurance coverage among low-wage workers

Health insurance coverage among low-wage workers, 2018

Unisured
21%
Military or
Medicare
3%

Note: Includes low wage workers, defined as bottom quintile earners among nonelderly adults earning at least $1000 in past year and working at
least 20 hours per week in a usual week working

Source: KFF analysis of 2018 American Community Survey, 1-Year Estimates, DB Global Research
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Will underlying cash flows be consistent
with a V-shaped recovery in the price of loans?

Price S&P/LSTA Leveraged Loan Indexes Price
—B —BB
105 - 105
100 - 100
95 - 95
90 - - 90
85 - - 85
80 - - 80
75 I I I I I 75
Jan-18 Jul-18 Jan-19 Jul-19 Jan-20 Jul-20

Source: S&P, Bloomberg Finance LP, DB Global Research
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MMT works until it doesn’t

MMT assumes that the Fed can purchase all Treasuries with no consequences. But
the risk-free asset is used to price all private sector assets such as the S&P500, IG,
and HY credit. Put differently, the result of the Fed buying all Treasuries — and now
also IG and fallen angels —is that the Fed ends up controlling all asset prices. As
a result, pricing in stock markets and bond markets no longer reflect the true
default risks of individual assets. And if prices of government bonds, credit, and
equity are no longer a correct reflection of the true default risk in these asset classes,
then it ultimately increases the likelihood that investors, including foreigners, no longer
want to buy any public or private sector asset in the country doing MMT. Looking at it
from the finance textbook, MMT assumes that undermining the assumptions
about what a risk-free asset is will have no consequences for the currency and
demand for private sector assets. As we know from history, countries that have
monetized their debt have not only seen consequences for government bond interest
rates but also for demand for private sector equity and credit, including from foreigners.
In short, if you assume that investors don’t care about whether the price of
Treasuries, credit, and S&P500 is a true reflection of the underlying default risks,
then MMT works. Or rephrasing the old IMF saying about countries growing
government debt levels: MMT works until it doesn't.
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Central bank ownership of domestic government debt

% Central banks' ownership of

government debt, share of outstanding

%

50 - —Fed —ECB —BOoE —BoJ - 90
45 - - 45
40 - - 40
35 - - 35
30 - - 30
25 - - 25
20 - - 20
15 - - 15
10 - - 10
5 o T D 5
0 0

00 01 02 03 04 05 06 O7 08 09 10 11 12 13 14 15 16 17 18 19 20

Deutsche Bank
Research Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2020

184



- 60%
- 50%
- 40%
- 30%
- 20%
- 10%

0%

uosiad Ajsp|a
ue Joj Buled sem | ‘ON

6T-AINOD UM SU03WO0s
1oj paJed Jo pey | asnedaq

gol jrensn Aw 1e 10U Sem | ‘ON

uaJp|iyo
10} Bulred sem | asnedaq
gol ;rensn Aw 1e 10U Sem | ‘ON

T YdIleN
laye yiom 10} Buoo| uebaq
pue pakojdwaun sem | ‘ON

yore
910J8Q 92UIS loM 10} BuIyoo|
1ng pakojdwaun sem | ‘ON

paybnojiny 1o
Arelodway Jjo-pre| sem | ‘oN

awn syl re pakojdwa
9( 0] JUBM J0U Op | ‘ON

If not, what was your main reason for not working for pay?

Main reason for not working for pay?
NORC COVID Impact Survey

painey Wy | ‘ON

In the past 7 days, did you do any work for pay at a job or business?
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How likely do you think it is that you will be employed?

NORC COVID-19 Impact Survey: how likely do you think it is that you will be

employed ?
m 30 Days from Now  m 3 Months from Now
70% - - 70%
60% - - 60%
50% - - 50%
40% - - 40%
30% - - 30%
20% - - 20%
10% A - 10%
0% - - 0%

Weekl Week?2 Week3

Source: NORC COVID Impact Survey, Haver Analytics, DB Global Research
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How would you pay for a $400 unexpected expense?

NORC COVID Impact Survey:
Suppose that you have an unexpected expense that costs $400. Based on
your current financial situation, how would you pay for this expense?

60% - 60%
m Week3 m Week?2 ® Weekl
50% - 50%
40% - 40%
30% - 30%
20% - 20%
10% - 10%
0% - 0%
Use money  Putiton credit Putiton credit Unable to pay Borrow froma Sell something Use money from Use a payday
currently card and pay it card and pay it for it right now friend or family a bank loan or loan, deposit
inchecking or  off in full at the  off over time member line of credit advance or
savings account next statement overdraft
or with cash

Source: NORC COVID Impact Survey, Haver Analytics, DB Global Research
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Share getting this type of assistance in the past week

NORC COIVD-19 Impact Survey
In the past 7 days, persons received or applied for the following forms of

30% - ) . - 30%
income or assistance?
25% m Week3 m Week2 m Week1l - 25%
20% - 20%
15% - 15%
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Unemployment insurance
Supplemental Social Security
Assist from church or religious
org
Assistance from union/ Other
association
Assist from other community
org

Source: NORC COVID Impact Survey, Haver Analytics, DB Global Research
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Share of people believing they will be employed within 30 days

NORC COVID Impact Survey
Percent of individuals believe they will be employed in 30 days, by
sampled region
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US: Coronavirus reproduction rate, by state

value

R, estimates by state - Covid-19
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COVID-19 and inflation expectations

# of cases United States: COVID-19 and inflation expectations %

—Daily growth in Confirmed COVID-19 cases (12-days moving average) (Is)
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Mortgage rates have fallen less than Treasury rates

% —FHLMC: 30 yr fixed-rate mortgage rate (Is) —10yr treasury note yield (rs) %
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Only half of the US population has a job

% Civilian employment/population ratio: 16 yr + %
65 - - 65
62 A - 62
59 A - 59
56 A - 56
53 A - 53
50 . . . . . . . . . . . . . . 50

48 53 58 63 68 /3 /8 83 88 93 98 03 08 13 18
Source: BLS, Haver Analytics, DB Global Research
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If it hadn’t been for the aggressive US fiscal response
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the US recession would have been much deeper

Personal income less government transfers

B Government transfers, including unemployment benefits

Significant decline in
household income
ex unemployment benefits
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