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The (first?) prominent victim of the 2022 hik-
Ing cycle

Will Silicon Valley Bank’s bankruptcy spill over into broader markets?

IN A NUTSHELL

— Global central banks’ fight against inflation via the sharp rate-hike cycle has claimed its first prominent victims.
— By taking decisive action, U.S. authorities will probably have avoided a systemic crisis.
— Nevertheless, vigilance seems warranted in the markets for the time being.

Why SVB went bankrupt

One week ago, it looked as if the U.S. labor market report and perhaps the appearances of U.S. Federal Reserve (Fed)
President Jay Powell would be the dominant topics of the week. But things turned out differently. The difficulties of the
"Silicon Valley Bank" SVB triggered a wave of "safe-haven" flows, causing government-bond vyields to fall and triggering
losses in the stock markets.

The big question, of course, is whether the issues at this one particular Californian institute could be an indication of larger,
possibly even systemic, problems. As things stand, shortcomings in maturity transformation are likely to have gotten the
bank into trouble’. Deposits at SVB more than quadrupled from 2017 through the end of 2021, from $44 billion to $189 billion,
while the bank's loan book increased only from $23 billion to $66 billion; instead, client money was increasingly invested in
long-dated government and mortgage-backed securities (MBS), which of course lost in market value as yields rose in recent
quarters. As clients from the California start-up scene wanted (or needed?) to withdraw their deposits, the bonds had to be
liquidated, thus realizing the losses. This reportedly cost SVB $1.8 billion, which the bank wanted to compensate by selling
shares. But that plan didn't fly, as a) the stock price tanked, and b) depositors pulled out another $42 billion. A bank run, as
they used to call it. The good news is that the losses do not seem to stem from the loan portfolio?. On Friday, the U.S. Federal
Deposit Insurance Corporation (FDIC) took over at the bank, meaning that retail investors are safe up to $250k, however,
93% of the deposits are not covered by this guarantee.

T https://www.economist.com/finance-and-economics/2023/03/10/what-does-silicon-valley-banks-collapse-mean-for-the-financial-system
2 Mark-to-market losses as a consequence of yield increases are of temporary nature, as all bonds eventually will be paid back at face value at ma-
turity. Losses in the loan book, caused by creditors defaulting on their obligations, typically are permanent.

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not
indicative of future returns. Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove
to be incorrect. Alternative investments may be speculative and involve significant risks including illiquidity, heightened potential for loss and lack of transparency. Alternatives are not
suitable for all clients. Source: DWS Investment GmbH.
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U.S. regulators stepping in

On Sunday, U.S. regulators announced that on Monday, all depositors of SVB and Signature Bank, another bank with a high
percentage of uninsured deposits and significant exposure to crypto assets that had been declared insolvent and taken over
by the FDIC, would be able to access their money.?

To shore up the U.S. banking system from wider contagion, the Fed announced an emergency lending facility on Sunday.
This new facility, the Bank Term Funding Program (BTFP), will make loans available to lenders against collateral such as U.S.
Treasuries, agency debt, mortgage-backed securities and other “qualifying assets” for up to one year. As these assets will be
valued at par, the loans are supposed to support banks who would otherwise have to sell those securities at market price
(and realize losses) to stem deposit withdrawals.

Spillovers so far contained

Let's take a step back: every Fed rate hike cycle has claimed its victims, from the crash of '874 to the Tequila crisis®, Orange
County® and so on. This time, markets staying calm was making it much harder for the Fed to slow the economy down and
thus to get inflation back under control. "We may need more market unrest aka tighter financial conditions to dampen
economic momentum in order to defeat inflation, eventually allowing markets to calm down again", a colleague wrote in an
internal memo. Almost looks as if his wishes are being honored. Perhaps SVB makes it into the history books as the prominent
victim of the 2022 rate-hike cycle.

The effects of a failed bank are not limited to the bank and its immediate stakeholders but can spill-over into the wider sector
and economy, in four steps as we believe. Now that the direct (15t order) effect, SVB bankruptcy and FDIC receivership, is
done, the 2" order effect is the behavior of clients that hold uninsured deposits at other banks, with the main focus likely on
U.S. regional banks. Analysts, in turn, will probably scrutinize SVB's peer group in particular to see which institutions might
have a similar mix of holdings on the asset side of their balance sheets. The 3 order effect would be any spill over to
vulnerable companies with weak balance sheets, such as those issuing high yield, companies in the startup sector or those
related to crypto assets. The 4™ order effect - and the last - would be mass liquidations in markets and thus widespread
contagion, for example when investors would need to hedge corporate-bond portfolios via equity derivatives for lack of other
alternatives.

With Signature Bank, we have seen the first victim of the 2" order effects. We think that the most important factor will be
how U.S. authorities are handling the crisis over the coming days. With the measures announced on Sunday, they have taken
the first steps to restore confidence and avoid mass withdrawals of deposits.

In any case, comparisons with the great financial crisis of 2008 do not seem appropriate from today's perspective: The group
of vulnerable companies that could potentially be affected is likely too small, compared to the enormous size of the U.S.
housing market which had caused huge losses in the financial sector in 2008. Banks, on the other hand, are in a much more
solid position in terms of funding than they were before the financial crisis.

3 Source: Financial Times Ltd, “Federal Reserve announces emergency lending facility to shore up US banks” as of 3/12/23

40n October 19, 1987, also referred to as “Black Monday”, stock markets globally crashed in response to a general feeling of overvaluation in mar-
kets after a combination of news triggered market participants to start selling.

In 1994, the Mexican peso almost collapsed as a currency peg to the dollar, high amounts of debt issued in U.S. dollars and rising interest rates in
the U.S. caused foreign reserves to dwindle

51n 1994, Orange County, CA, went bankrupt as risky investments and heavy borrowing led to high losses in the face of rising interest rates

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not
indicative of future returns. Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove

to be incorrect. Alternative investments may be speculative and involve significant risks including illiquidity, heightened potential for loss and lack of transparency. Alternatives are not
suitable for all clients. Source: DWS Investment GmbH.
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Asset-class implications

We expect to see markets taking a breather after U.S. regulators’ decisive action over the weekend. However, a cautious
approach in our view is still warranted given that analysts and economists are still assessing the effects rising interest rates
have had on banks, corporates and the economy as a whole.

Fixed Income & Currencies:

We have downgraded our view on U.S. structured finance to neutral as we believe the market will be jittery and in cash-
preservation mode for some time. SVB is not a large holder of non-agency structured finance, however they are heavy in
agency CMBS and MBS.

We stay neutral on U.S. and euro high yield as spreads have widened significantly while fundamentals remain sound and
default rates low.

Looking at government bond markets, the decisive question is whether the recent events might mean that the Fed will now
shift down a gear, or at least not increase the pace of rate hikes to 50 basis points. After markets as well as many
commentators increasingly pushed the U.S. central bank to re-accelerate the rate-hike cycle, expectations for the further path
of the Fed’s policy rates were scaled back again. One can assume a somewhat more cautious approach by the central bank,
provided that no devastating U.S. February inflation report will be released tomorrow. On balance, we would not expect an
abrupt turnaround by the U.S. central bank, given the prevailing inflation risks. Over in Europe, the Governing Council of the
European Central Bank is meeting this Thursday. Here as well, we should not see a massive change in direction.

Given that we expect the Fed to be slightly more cautious vs. recent expectations we could see the dollar weakening a bit
against the euro but don't expect major moves.

Equities:

We stick to our fundamentally positive assessment of the European banking sector. While the UK government is currently
working on measures to support UK tech groups affected by the SVB group’s separate UK banking unit’, we expect spillover
effects to European banks to be limited as only 8% of SVB deposits are outside of the U.S. There is a chance, however, that
markets will test the authorities’ determination in the next days.

Looking at the U.S., the still high yield on 3- to 24-month Treasury bills not only raises alternatives to equities but also for
bank deposits, as most still yield lower and are unlikely to go quite as high. Thus, competition among banks for saver deposits
will intensify in our view. In this fight, we consider smaller banks as disadvantaged. They offer less services and corporate
treasurers might now be looking to take their money elsewhere. In addition, U.S. smaller banks are on average more exposed
to the more challenged parts of the economy like commercial real estate and, given their regional focus, they also have higher
exposure to the office sector.

Alternatives:

Small banks are important players in real-estate financing and development. Should recent events lead to decreased lending
activity in this space, it could lead to lower supply and therefore increase real-estate valuations. On the other hand, if startups
were to go out of business this could create more supply of commercial real estate.

Decreased bank lending activity might also provide opportunities for private credit.

7Source: Financial Times Ltd,”UK prepares cash lifeline for tech companies hit by Silicon Valley Bank collapse” as of 3/12/23

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not
indicative of future returns. Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove
to be incorrect. Alternative investments may be speculative and involve significant risks including illiquidity, heightened potential for loss and lack of transparency. Alternatives are not
suitable for all clients. Source: DWS Investment GmbH.
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Glossary

One basis point equals 1/100 of a percentage point.
Collateral refers to an asset that a lender accepts as a security for a loan.

Commercial mortgage-backed securities are mortgage-backed security backed by commercial mortgages rather than residential real es-
tate.

The euro (EUR) is the common currency of states participating in the Economic and Monetary Union and is the second most held reserve
currency in the world after the dollar.

The European Central Bank (ECB) is the central bank for the Eurozone.

A hedge is an investment to reduce the risk of adverse price movements in an asset.

High-yield bonds are issued by below-investment-grade-rated issuers and usually offer a relatively high yield.

Inflation is the rate at which the general level of prices for goods and services is rising and, subsequently, purchasing power is falling.

A mortgage-backed security (MBS) is a special type of asset-backed security where the holder receives interest and redemption payments
from pooled mortgage debtors, secured by the underlying mortgages.

A safe-haven investment is an investment that is expected to retain or even increase its value in times of market turbulence.
The spread is the difference between the quoted rates of return on two different investments, usually of different credit quality.

Treasuries are fixed-interest U.S. government debt securities with different maturities: Treasury bills (1 year maximum), Treasury notes (2
to 10 years), Treasury bonds (20 to 30 years) and Treasury Inflation Protected Securities (TIPS) (5, 10 and 30 years).

The U.S. dollar (USD) is the official currency of the United States and its overseas territories.

The U.S. Federal Reserve, often referred to as "the Fed," is the central bank of the United States.

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not
indicative of future returns. Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove
to be incorrect. Alternative investments may be speculative and involve significant risks including illiquidity, heightened potential for loss and lack of transparency. Alternatives are not
suitable for all clients. Source: DWS Investment GmbH.
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Important information — EMEA, APAC & LATAM

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering products or services are specified in the
relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in
good faith and on the following basis.

This document is for information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a transaction and should not be treated as
investment advice.

This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations requiring the impartiality of financial analysis
or prohibiting trading prior to the publication of a financial analysis.

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical
performance analysis. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements. Past performance is no guarantee of
future results.

The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness or fairness of such information. All third
party data is copyrighted by and proprietary to the provider. DWS has no obligation to update, modify or amend this document or to otherwise notify the recipient in the event that any
matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents.

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of assumptions which may not prove valid.
DWS does not give taxation or legal advice.

This document may not be reproduced or circulated without DWS's written authority.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction,
including the United States, where such distribution, publication, availability or use would be contrary to law or regulation or which would subject DWS to any registration or licensing
requirement within such jurisdiction not currently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to
observe, such restrictions.

For institutional / professional investors in Taiwan:

This document is distributed to professional investors only and not others. Investing involves risk. The value of an investment and the income from it will fluctuate and investors may not
get back the principal invested. Past performance is not indicative of future performance. This is a marketing communication. It is for informational purposes only. This document does
not constitute investment advice or a recommendation to buy, sell or hold any security and shall not be deemed an offer to sell or a solicitation of an offer to buy any security. The views
and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at the time of publication. Certain data used are derived from
various sources believed to be reliable, but the accuracy or completeness of the data is not guaranteed and no liability is assumed for any direct or consequential losses arising from their
use. The duplication, publication, extraction or transmission of the contents, irrespective of the form, is not permitted.

© 2023 DWS Investment GmbH

Issued in the UK by DWS Investments UK Limited which is authorised and regulated in the UK by the Financial Conduct Authority.
© 2023 DWS Investments UK Limited

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited. The content of this document has not been reviewed by the Securities and Futures Commission.
© 2023 DWS Investments Hong Kong Limited

In Singapore, this document is issued by DWS Investments Singapore Limited. The content of this document has not been reviewed by the Monetary Authority of Singapore.
© 2023 DWS Investments Singapore Limited

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640). The content of this document has not been reviewed by the Australian
Securities and Investments Commission.
© 2023 DWS Investments Australia Limited

as of 3/13/23; 094993_1(03/2023)

Important information — North America

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment products, or DWS Investment Management
Americas Inc. and RREEF America L.L.C., which offer advisory services.

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before making an investment decision, investors
need to consider, with or without the assistance of an investment adviser, whether the investments and strategies described or provided by DWS, are appropriate, in light of their particular
investment needs, objectives and financial circumstances. Furthermore, this document is for information/discussion purposes only and does not and is not intended to constitute an offer,
recommendation or solicitation to conclude a transaction or the basis for any contract to purchase or sell any security, or other instrument, or for DWS to enter into or arrange any type of
transaction as a consequence of any information contained herein and should not be treated as giving investment advice. DWS, including its subsidiaries and affiliates, does not provide
legal, tax or accounting advice. This communication was prepared solely in connection with the promotion or marketing, to the extent permitted by applicable law, of the transaction or
matter addressed herein, and was not intended or written to be used, and cannot be relied upon, by any taxpayer for the purposes of avoiding any U.S. federal tax penalties. The recipient
of this communication should seek advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. Investments with DWS are
not guaranteed, unless specified. Although information in this document has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or
fairness, and it should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect our judgment on the date of this report, are subject to change
without notice and involve a number of assumptions which may not prove valid.

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

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

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

Past performance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future performance. Further information is available
upon investor's request. All third party data (such as MSCI, S&P & Bloomberg) are copyrighted by and proprietary to the provider.

For Investors in Canada: No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits of the securities described herein
and any representation to the contrary is an offence. This document is intended for discussion purposes only and does not create any legally binding obligations on the part of DWS Group.
Without limitation, this document does not constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you should
rely solely on the final documentation relating to the transaction you are considering, and not the [document - may need to identifyl contained herein. DWS Group is not acting as your
financial adviser or in any other fiduciary capacity with respect to any transaction presented to you. Any transaction(s) or products(s) mentioned herein may not be appropriate for all
investors and before entering into any transaction you should take steps to ensure that you fully understand such transaction(s) and have made an independent assessment of the
appropriateness of the transaction(s) in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transaction. You should also
consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction with DWS Group you do so in reliance on your own judgment. The
information contained in this document is based on material we believe to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions,
estimates and opinions contained in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections are based on a
number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. The
distribution of this document and availability of these products and services in certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part,
without our express written permission.

For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda only in compliance with the provisions of the
Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda. Additionally, non-Bermudian persons (including companies) may not carry on or engage
in any trade or business in Bermuda unless such persons are permitted to do so under applicable Bermuda legislation.

© 2023 DWS Investment GmbH, Mainzer LandstraRe 11-17, 60329 Frankfurt am Main, Germany.
All rights reserved.

as of 3/13/23; 094994 _1(03/2023)
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