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Duration closer to fair value

Macro Short duration: short UST 10y (4.80% target; 20bp additional upside risk)

portfolio Higher DB TP: EUR 5s10s + 20% 2s; SOFR 5s10s + 20% in 2s; EUR 10s30s + 33% 5s (15bp+ upside)
JGB 5s20s flattener: 35bp+; upside (highest-conviction trade)
UST ASW 2s10s steepener: 5bp upside

Structural (1) Fiscal policy stays structurally easy; (2) most of the post-GFC decline in neutral unwinds; (3) conditions
views support a secular rise in term premia; (4) BoJ behind the curve; (5) external position matters more than
fiscal position for sovereign risk

USD front- Post-GFC fall in equilibrium policy rates was unrelated to growth. Forces depressing r* have reversed:

end private-sector deleveraging vs. Al capex; fiscal restraint vs. sustained stimulus; positive supply shock (shale
oil) vs. repeated negative shocks (Covid, Ukraine, Iran tariffs). r* estimated at ~2%. Priced and increasingly
accepted

EUR front- ECB terminal-rate pricing plausible from both a bottom-up (data) and a top-down (spread to the US)

end perspective. Priced, but against consensus

Term premia  Supply/demand shift and inflation risks should lift term premia. EUR 10s30s could additionally benefit from
Dutch pension reform. Not fully priced; slow-moving

JGB curve BoJ behind the curve given wages, polls and price action. Front-end now better priced. Long end cheap vs.
external position. JGB flatteners. Significant upside; probably consensus

Al and risks Textbook impact of Al: higher capex and productivity; higher rates
to the view Tail risks of Al: (1) boom/bust; (2) significant Al-driven job losses. However, inflation ultimately driven by
policy not technology —“inflation is always and everywhere a monetary phenomenon.”

Other risks: (1) US fiscal tightening after midterms; (2) Iran war resolution materially lowers oil prices
(positive supply shock)
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Global military expenditures would need to rise by 1-2% of GDP
to reach the levels observed during the Cold War
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Military expenditures as % of GDP - World
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Most of the post-GFC decline in equilibrium rates is unrelated
to growth

0.0

-1.0
-1.5
-2.0

-2.5

-3.0 -2.9

FF-GDP Real FF
Avg(10'-19') - Avg(98'-07') Avg(10'-19') - Avg(98'-07')

Deutsche Bank Source: Deutsche Bank, Bloomberg Finance LP, Federal Reserve Bank of New York, BEA Francis Yared
Research +44 20 7545 4017 | francis.yared@db.com



R* is not the same as potential growth

Decomposition of r* for the US
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Households have significantly reduced their leverage
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Significant Al-related capex by corporates

Tech Capex (USD bn)
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In the US, the 2011 debt ceiling led to deficits falling to less than
3% by 2014

US Fiscal Deficits (% of GDP)
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Germany is likely to use its fiscal capacity domestically
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China has also significantly larger deficits
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Bond/equity correlation indicates that r* has unwound most
of the post-GFC decline
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Beware of excessive certainty on the level of neutral

LW R-star estimates: 2015 Q4 and 2026 Q1 vintages
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SLO is consistent with the US economy growing slightly above
potential and monetary policy being slightly easy
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BBB credit spreads confirm that monetary policy is unlikely to be
tight
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Tariffs turn into a temporary fiscal stimulus
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Al is not yet impacting the labour market

Year-over-year change in job postings (data as of 31/Jul/2026)
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Al is impacting inflation
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Sahm rule adapted to jobless claims far from trigger point

Threshold (%)* Equivalent level (k) No. of trades Hit ratio (%) Avg. excess return Sharpe ratio
3.27 205.5 <<< Current Level
7.45 213.8 41 73 1.65 0.36
14.1%* 227.1 27 56 2.24 0.36
16.26*** 2314 19 68 2.88 0.43
22.78 244.3 11 82 2.83 0.57

* % of 4-week average initial claims above past 12-month minimum
** DB Econ threshold of economic recessions

*** Optimal trading threshold

Threshold (%) * Equivalent level (k) No. of trades Hit ratio (%) Avg. excess return Sharpe ratio
1.14 1778 <<< Current Level
4.70 1841 75 56 1.49 0.29
9.10 1918 43 60 1.84 0.35
11.50** 1960 28 68 3.62 0.62
1561 2032 25 84 2.83 0.76

* % of current continuing claims above past 12-month minimum

** DB Econ threshold of economic recessions & optimal trading threshold

Deutsche Bank Source: Deutsche Bank, Haver Analytics, Department of Labor Francis Yared 17
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In the US, job data close to estimated break-even rates
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US inflation likely to be stickier than post-GFC
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Reduced downside risks for CPI rents
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German stimulus comparable to the early 1990s

Cumulative deficits (% of GDP)
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Unlike in the US, European consumers have not dipped into
their savings

26 Personal savings rate (% disposal income)
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Oil prices and the ECB
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EZ growth has been more resilient than consensus expectations
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The fiscal outlook is drastically different than in 2011

Eurozone fiscal impulse as % of potential GDP (negative = tighter)
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The US/EZ growth differential averaged ~125bp historically and
is expected to do so in the future

4.0% USD-EUR nominal GDP growth differential
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A 125-150bp terminal rate differential with the US is plausible

HLW r* USD-EUR differential
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In the early 1990s, the Bundesbank hiked its policy rates by
more than 1%, even though the Fed was easing aggressively

12 Reunification prompted a divergence in policy
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Deining the term premium

n The 5510s slope should be determined by three key drivers

. Monetary policy relative to neutral: tighter monetary policy leads to latter curve

= Inlation risks: higher inflation risks lead to a steeper curve as bonds become less of a hedge or risky
assets

= Supply/demand actors : Behaviour of price-insensitive participants, i.e. QE (monetary policy), FX reserves

(FX policy), ALM/banks (regulation), issuance (iscal policy)

n To adjust or the monetary policy cycle, we beta hedge with a 20% short in 2y

. This is justiied theoretically by the decomposition of the 5510s into 2y, 2y3y and 5y5y components
= 5510s = 0.5*5y5y - 0.5%(0.4*2y+0.6*2y3y)
= 5510s + 0.2*2y = 0.2*2y3y + 0.5*(5y5y - 2y3y)

n Defining the DB TP as 5510s + 20% 2s

= Removes the directionality with monetary policy

It is a tradable

It should be a unction of three key drivers

= 5510s + 20% 2s = a + b nominal neutral + c inflation risks + d supply/demand

Deutsche Bank Francis Yared 29
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The DB TP has tracked the ACM TP
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Bonds are not a good hedge for equities in higher inflation

environments
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10Y TIPS real yields are above r* when bonds are not a good
hedge for equities
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The ACM term premium is higher when bonds are not a good
hedge for equities

Correlation (%) vs ACM TP (bp)
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Long-term inflation expectations at multi-decade highs
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Global free float supportive of higher term premia

Term premia versus free float
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The term premium has more upside
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The term premium has more upside
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During negative supply shocks, duration performs only if the
term premium is high or if fiscal policy tightens

1973 1980 1969
Core PCE at the start 4.9% 8.2% 4.7%
Change in y/y core PCE 5.1% 0.9% 0.1%
Change in unemployment 3.8% 1.5% 2.4%
ACM at the start 0.6% 3.0% 0.2%
Change in deficits -0.4% 0.0% 3.3%
Change in 10Y yield 1.0% -0.6% -0.8%
UST10Y excess return -10.1% 1.4% 11.0%

Deutsche Bank Source: Deutsche Bank, Bloomberg Finance LP, Haver Analytics, Bureau of Economic Analysis, National Francis Yared 38
Research Bureau of Economic Research, Bureau of Labor Statistics, US Treasury, Federal Reserve Board, S&P, Federal =~ +44 20 7545 4017 | francis.yared@db.com
Reserve Bank of New York, CBO (Note: Positive change in deficits = fiscal tightening)



Structural upside to the EUR10s30s TP

Implied
Current 110
Historical Lookback: pre GFC ave 2000-06 178
Historical Lookback: 2007-09 ave 144
TP vs Fl allocation 138
Model Implied f{5510s TP, vol) 2001-2007 122

Estimated flows
Estimated on QE/QT betas

Impact

10-60bp

3-42bp

Deutsche Bank Source: Deutsche Bank, Bloomberg Finance LP Francis Yared
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Blind tasting sovereign risk: which country has the least
sovereign risk?

Debt-to-

Deficits Growth GDP

A 1.3 3.6 36
B -3.9 1.7 173

Deutsche Bank Source: Deutsche Bank Research, IMF, Haver Analytics Francis Yared 40
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Blind tasting sovereign risk: and now?

NIIP-to-GDP
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Entering an IMF lending programme is determined by the
external rather than the fiscal position

Metric Median programme country

5y average current account (% GDP) -5.2 balanced by construction
NIIP/GDP ex gold (t-1, %) -44.9 balanced by construction
5y average fiscal balance (% GDP) -2.2 -2.7
Debt/GDP (t-1, %) 47 .9 67.2
Deutsche Bank Source: Deutsche Bank Research, Vreeland IMF programme Francis Yared 42
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The external position is a better leading indicator of sovereign
risks (and spreads) than fiscal metrics
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Italy's external position has improved, while France's has
deteriorated
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Twin-deficit model with 10-year EGB spread vs Bund
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Periphery’s improving twin deficits
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Macro valuation metrics for EGBs

I TD Score W CA Score

60.0

50.0

40.0

30.0

20.0

10.0

0.

o

-10.0

-20.0

-30.0

-40.0

EGB 10y yields' residuals vs various Macro variables

. ‘%
®.e A1 YOO
S o
-" o.
o o
-..
L
.
.o --'
.
-
-

GER

NET FIN

o, e
....
*e
..
.
*e
*e

AUS

FRA

BEL SPA ITA

BAScore HEEEE Debt/GDP Wmmmm N||P WS Credit Rating ---®--- AVG Current ---®--- AVG 2005-25

Deutsche Bank

Research

Source: Deutsche Bank, Bloomberg Finance LP

Francis Yared
+44 20 7545 4017 | francis.yared@db.com

47



30Y government bond yield vs NIIP

30Y government bond yield vs NIIP (%)

8.0 cheap
Australia
y =-2.1858x + 4.7083
7.0 R?=0.6874
rich UK
6.0 T
us ° ©

g s ° Canada
- 50
)]
= 9 O
©
€ 40 New Zealand © e
= . Japan
3 o.
® 30 Norway (Adj.) N
S
)

2.0

GDPW EGB (incl. Germany)
1.0 Sweden
€ switzerland
0.0
-150% -100% -50% 0% 50% 100% 150% 200%
Net debtor NIIP (% of GDP, 2025) Net creditor
Deutsche Bank Source: Deutsche Bank, Bloomberg Finance LP, Haver Analytics, IMF Francis Yared

Research +44 20 7545 4017 | francis.yared@db.com



The US twin deficits are materially worse than in the 1970s
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Why is this time different for the BoJ? Wages
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Opinion polls indicate that benign neglect of inflation is not a
viable option politically
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Scope for potential flattening in Japan
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Appendix 1
Important disclosures
*Other information is available upon request

*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced rom local exchanges via Reuters, Bloomberg and
other vendors . Other inormation is sourced rom Deutsche Bank, subject companies, and other sources. For urther inormation regarding disclosures relevant
to Deutsche Bank Research, please visit our global disclosure look-up page on our website at hitps://research.db.com/Research/Disclosures/FICCDisclosures.
Aside rom within this report, important risk and conlict disclosures can also be ound at hitps://research.db.com/Research/Disclosures/Disclaimer. Investors are
strongly encouraged to review this inormation beore investing.

Analyst Certiication
The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition, the undersigned lead analyst(s) has not and will not
receive any compensation or providing a speciic recommendation or view in this report. Francis Yared
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Additional information /

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources believed to
be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to third-party websites in this report are provided for reader convenience only. Deutsche Bank neither endorses the content nor is responsible for
the accuracy or security controls of those websites.

If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this report, or is included or discussed in another communication (oral or written) from a Deutsche Bank analyst, Deutsche Bank may
act as principal for its own account or as agent for another person.

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own account or with customers, in a manner inconsistent with the views taken in this research report. Others within Deutsche
Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis, equity-linked analysis,
quantitative analysis and trade ideas. Recommendations contained in one type of communication may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies, perspectives or otherwise.
Deutsche Bank and/or its affiliates may also be holding debt or equity securities of the issuers it writes on. Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment banking, trading and
principal trading revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank provides
liquidity for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts sometimes have shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing longer-term ratings. Some trade
ideas for equities are listed as Catalyst Calls ideas on the Research Website (https://research.db.com/Research/), and can be found on the general coverage list and also on the covered company’s page. A Catalyst Call idea represents a high-
conviction belief by an analyst that a stock will outperform or underperform the market and/or a specified sector over a time frame of no less than two weeks and no more than three months. In addition to Catalyst Calls ideas, analysts may
occasionally discuss with our clients, and with Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a near-term or medium-term impact on the market price of the securities
discussed in this report, which impact may be directionally counter to the analysts' current 12-month view of total return or investment return as described herein. Deutsche Bank has no obligation to update, modify or amend this report or to
otherwise notify a recipient thereof if an opinion, forecast or estimate changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and company-specific economic prospects make it difficult to
update research at defined intervals. Updates are at the sole discretion of the coverage analyst or of the Research Department Management, and the majority of reports are published at irregular intervals. This report is provided for informational
purposes only and does not take into account the particular investment objectives, financial situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any
particular trading strategy. Target prices are inherently imprecise and a product of the analyst’s judgment. The financial instruments discussed in this report may not be suitable for all investors, and investors must make their own informed
investment decisions. Prices and availability of financial instruments are subject to change without notice, and investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is denominated in
a currency other than an investor's currency, a change in exchange rates may adversely affect the investment. Past performance is not necessarily indicative of future results. Performance calculations exclude transaction costs, unless otherwise
indicated. Unless otherwise indicated, prices are current as of the end of the previous trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is also sourced from Deutsche Bank, subject companies,
and other parties. Artificial intelligence tools may be used in the preparation of this material, including but not limited to assist in fact-finding, data analysis, pattern recognition, content drafting and editorial corrections pertaining to research
material.
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The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with respect to our
research are available on our website (https://research.db.com/Research/ ) under Disclaimer.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay fixed or variable interest rates. For an investor who is long fixed-rate instruments (thus receiving these cash flows),
increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside
surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes
in assets holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency conversion, repatriation of profits and/or liquidation of positions), and settlement issues related to local clearing
houses are also important risk factors. The sensitivity of fixed-income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates — these are common
in emerging markets. The index fixings may — by construction — lag or mis-measure the actual move in the underlying variables they are intended to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where
floating coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. Funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Options
on swaps (swaptions) the risks typical to options in addition to the risks related to rates movements.

Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk. The appropriateness of these products for use by investors depends on the investors' own circumstances, including their tax position, their
regulatory environment and the nature of their other assets and liabilities; as such, investors should take expert legal and financial advice before entering into any transaction similar to or inspired by the contents of this publication. The risk of loss
in futures trading and options, foreign or domestic, can be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be incurred that are greater than the amount of funds initially deposited — up to
theoretically unlimited losses. Trading in options involves risk and is not suitable for all investors. Prior to buying or selling an option, investors must review the "Characteristics and Risks of Standardized Options”, at
https://www.theocc.com/company-information/documents-and-archives/o ptions-disclosure-document. If you are unable to access the website, please contact your Deutsche Bank representative for a copy of this important document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange rates can be volatile and are subject to large fluctuations; (ii) the value of currencies may be affected by numerous
market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government-imposed exchange controls,
which could affect the value of the currency. Investors in securities such as ADRs, whose values are affected by the currency of an underlying security, effectively assume currency risk.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at
https://research.db.com/Research/ on each company’s research page or under the ‘Disclosures’ tab . Investors are strongly encouraged to review this information before investing.

Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial adviser, consultant or fiduciary to you or any of your agents (collectively, “You” or “Your”) with respect to any information provided
in this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, Deutsche Bank is not acting as your impartial adviser, and does not express any opinion or recommendation whatsoever as to any strategies, products or
any other information presented in the materials. Information contained herein is being provided solely on the basis that the recipient will make an independent assessment of the merits of any investment decision, and it does not constitute a
recommendation of, or express an opinion on, any product or service or any trading strategy.

The information presented is general in nature and is not directed to retirement accounts or any specific person or account type, and is therefore provided to You on the express basis that it is not advice, and You may not rely upon it in making
Your decision. The information we provide is being directed only to persons we believe to be financially sophisticated, who are capable of evaluating investment risks independently, both in general and with regard to particular transactions and
investment strategies, and who understand that Deutsche Bank has financial interests in the offering of its products and services. If this is not the case, or if You are an IRA or other retail investor receiving this directly from us, we ask that you
inform us immediately.

In July 2018, Deutsche Bank revised its rating system for short term ideas whereby the branding has been changed to Catalyst Calls (“CC”) from SOLAR ideas; the rating categories for Catalyst Calls originated in the Americas region have been made
consistent with the categories used by Analysts globally; and the effective time period for CCs has been reduced from a maximum of 180 days to 90 days.

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA and SIPC. Analysts located outside of the United States are employed by non-US affiliates and are not registered/qualified as research
analysts with FINRA.
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European Economic Area (exc. United Kingdom): Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated in the Federal Republic of Germany with its principal office in Frankfurt am Main.
Deutsche Bank AG is authorized under German Banking Law and is subject to supervision by the European Central Bank and by BaFin, Germany’s Federal Financial Supervisory Authority.

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at 21 Moorfields, London EC2Y 9DB. Deutsche Bank AG in the United Kingdom is authorised by the Prudential Regulation Authority and is subject
to limited regulation by the Prudential Regulation Authority and Financial Conduct Authority. Details about the extent of our authorisation and regulation are available on request.

Hong Kong SAR: Distributed by Deutsche Bank AG, Hong Kong Branch except for any research content relating to futures contracts within the meaning of the Hong Kong Securities and Futures Ordinance Cap. 571. Research reports on such futures
contracts are not intended for access by persons who are located, incorporated, constituted or resident in Hong Kong. The author(s) of a research report , and the entities for which they act and/or are affiliated with, may not be licensed to carry on
regulated activities in Hong Kong and, if not licensed, do not hold themselves out as being able to do so. The provisions set out above in the “Additional Information” section shall apply to the fullest extent permissible by local laws and regulations,
including without limitation the Code of Conduct for Persons Licensed or Registered with the Securities and Futures Commission. This report is intended for distribution only to “professional investors” as defined in Part 1 of Schedule 1 of the SFO.
This document must not be acted or relied on by persons who are not professional investors. Any investment or investment activity to which this document relates is only available to professional investors and will be engaged only with professional
investors.

India: Prepared by Deutsche Equities India Private Limited (DEIPL) having CIN: U65990MH2002PTC137431 and registered office at 14th Floor, The Capital, C-70, G Block, Bandra Kurla Complex, Mumbai (India) 400051. Tel: + 91 22 7180 4444. It is
registered by the Securities and Exchange Board of India (SEBI) as a Stock broker bearing registration no.: INZ000252437; Merchant Banker bearing SEBI Registration no.: INM000010833 and Research Analyst bearing SEBI Registration no.:
INH000001741. DEIPL’s Compliance / Grievance officer is Ms. Rashmi Poddar (Tel: +91 22 7180 4929, email ID: complaints.deipl@db.com ). Registration granted by SEBI and certification from NISM in no way guarantee performance of DEIPL or
provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read all the related documents carefully before investing. DEIPL may have received administrative warnings from the SEBI for breaches
of Indian regulations. Deutsche Bank and/or its affiliate(s) may have debt holdings or positions in the subject company. With regard to information on associates, please refer to the “Shareholdings” section in the Annual Report at:
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Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, Type Il Financial
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the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange fluctuations.
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