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Raising 2021E S&P EPS to $215, $230 for 2022 excluding a corporate tax hike
Since the outbreak of the pandemic, S&P earnings per share (EPS) has surprised substantially to the upside. The past 6
quarters of upside surprises versus bottom-up sell-side analyst estimates w ere among the largest in IBES S&P 500 earnings
estimates history. In the first few quarters of 2020, substantial beats posted by S&P firms represented greater S&P EPS
resilience against a deep recession than ever seen before. Then in the last few quarters, continued substantial beats represented much higher S&P 500 profitability relative to level of gross domestic product (GDP). For 2Q21, quarterly S&P EPS
totaled $54, after beating the analyst bottom-up estimate by 23%. Final 2Q S&P EPS increased 90% y/y, but more importantly
it’s up 30% from 2Q19.

Record beats, record margins, record quarterly S&P EPS 25% over 2019 levels
The climb in S&P EPS during the record long US economic expansion from 2009-2020 w as one for the history books. But
then S&P EPS jumped much higher w ithin the first year of this new expansion; in the past, S&P EPS took 2-3 years to recover
to prior cycle highs.
What pow ered this huge profit surge? Stimulus helped, but digitalization dominated
Many point to trillions in quantitative easing and extraordinary fiscal deficits. Some suggest a pandemic, like w ar, can be
profitable. Yet, w e think neither inflation, nor government spending, nor pandemic induced spending splurges and shifts, from
services to consumer goods, are the main drivers. We point to the increased digitalization of S&P 500 business mix and the
accelerated digitization of the economy, both business and consumer sides, during the pandemic. The S&P is now a digital
dominated index. Including Technology and Communications sectors, but also Internet Retailing and often overlooked areas
like data center real estate investment trusts (REITs), also the more digital nature of Financial services and high tech electric
auto.

Above long-term average GDP growth and inflation in 2022, but flat S&P EPS
The S&P is mostly digital w ith financial services and healthcare the next largest segments. Shifting aw ay from being comprise d
of Energy, Industrials and other goods manufacturing. The sectors the index is shifting aw ay from remain the most cyclically
sensitive, along w ith Financials. Thus, overall S&P has become more cyclically stable and w ith greater long -term grow th
potential. The benefits of this mix shift played out in the recession w ith a smaller EPS decline than usual and the n in the
recovery as EPS surged led by digital firms. For 2022, DWS economists expect 4.7% real US GDP grow th and 4.5% global
grow th. Such GDP grow th w ould normally drive 10-15% S&P EPS grow th. But ow ing to higher input costs and w ages, flattish
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commodity prices, a stable dollar, no U.S. Federal Reserve (Fed) hikes, higher regulatory and stakeholder spending, we
expect 7% S&P EPS in 2022 before the effect of a corporate tax rate hike and flat w ith it at $215 again. We expect a 28%
corporate tax rate, but w ithout any significant hit from changes in foreign or minimum book profit taxation.

S&P trailing PE target remains 22x, negative real yields support a 20-25 range
Tapering isn’t a big risk for equities, as our colleagues say, “Tapering is not a TINA Turner.” Because Treasury yields shouldn’t
surge solely on the Fed’s w ell-advertised tapering of purchases. Also, our fixed income colleagues w arn that positive returns
are unlikely for quality credit if 10yr Treasury yields rise to 2% in about a year as w e expect, perhaps keeping investors stuck
in equities. That said, extraordinary deficits, if they continue, pose risk of even higher yields; w hich could pressure price to
earnings ratio (PEs) on both present value and economic risks.
Any S&P upside from 4600? Yes, 5000 w ithin reach for 2022 end, but policy risks
Our 12-month 4600 S&P target is for September end 2022. This is just before the Mid-term Election and many fiscal and
monetary policy risks exist this autumn and next. If S&P EPS exceeds expectations again, or if long-term real interest rates
persist at -1% or less, as the expansion continues at good pace w ith fiscal discipline and inflation near target, S&P could reach
5000 or more by 2022 end. If negative real yields persist despite healthy grow th and inflation, w e’ll likely target the highe r part
of our fair S&P PE range, albeit w ide, of 20-25x. But w e expect greater volatility over the coming year than the past as policy
transitions from rescue to normal as inflation, real yields, taxation, federal spending and regulation are big unknow ns, even
w ithout delving into the many shifting global issues, in this new cycle.

Digitalization Machines: The envy of governments, perhaps a perceived threat?
Because the S&P 500 is digitally dominated, perhaps its biggest risk is that of government actions to curb the busines ses
models of the listed, but privately ow ned digital behemoths. Redirection on reinvestment or curbs on their profits, pow er and
influence or even perhaps the know ledge, choices and empow erment they bring to individuals and enterprises. Whether it be
commands and controls in the east or taxes and regulations in the w est, governments taking a bigger bite is a risk. This risks
exist for Tech and Communications, but w e also see such risk at Health Care, but also especially Financials and Energy.
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GLOSSARY
The business cycle is the oscillating movement of gross domestic product around its long-term trend during expansions and
contraction.
Earnings per share (EPS) is calculated as a company's net income minus dividends of preferred stock, all divided by the total
number of shares outstanding.
Fiscal policy describes government spending policies that influence macroeconomic conditions. Through fiscal policy, the
government attempts to improve unemployment rates, control inflation, stabilize business cycles and influence interest rates
in an effort to control the economy.
The gross domestic product (GDP) is the monetary value of all the finished goods and services produced w ithin a country's
borders in a specific time period.
Inflation is the rate at w hich the general level of prices for goods and services is rising and, subsequently, purchasing power
is falling.
Monetary policy focuses on controlling the supply of money w ith the ulterior motive of price stability, reducing unemployment,
boosting grow th, etc. (depending on the central bank's mandate).
The price-to-earnings (P/E) ratio compares a company's current share price to its earnings per share.
Quantitative easing (QE) is an unconventional monetary-policy tool, in w hich a central bank conducts broad-based asset
purchases.
In economics, a real value is adjusted for inflation.
Real Estate Investment Trusts (REITs) are companies, mostly listed, that ow n and often operate various types of real estate.
They are obliged to pay out a minimum of 90% of earnings.
A recession is, technically, w hen an economy contracts for tw o successive quarters but is often used in a looser w ay to
indicate declining output.
The S&P 500 is an index that includes 500 leading U.S. companies capturing approximately 80% coverage of available U.S.
market capitalization.
Tapering is a slow , continuous reduction of the central bank's asset purchases; especially referring to the U.S. Federal Reserve.
Treasuries are fixed-interest U.S. government debt securities w ith 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. Federal Reserve, often referred to as "the Fed," is the central bank of the United States.
Volatility is the degree of variation of a trading-price series over time. It can be used as a measure of an asset's risk.
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IMPORTANT INFORMATIO N – EMEA, APAC & LATAM
This marketing communication is intended for retail clients only.
DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they operate their business activities. The respectiv e legal entities
of f ering products or services under the DWS brand are specified in the respective contracts, sales materials and other product information documents. DWS,
through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in good
f aith and on the following basis.
This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before making an inv estment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments and strategies described or provided
by DWS Group, are appropriate, in light of their particular investment needs, objectives and financial circumstances. Further more, 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 giving
inv estment advice.
The document was not produced, reviewed or edited by any research department within DWS and is not investment research. There fore, laws and regulations
relating to inv estment research do not apply to it. Any opinions expressed herein may differ from the opinions expressed by o ther legal entities of DWS or their
departments including research departments.
The inf ormation contained in this document does not constitute a financial analysis but qualifies as marketing communication. This marketing communication is
neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading prior to the publication of financial analyses.
This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, es timates, projections, opinions,
models and hy pothetical performance analysis. The forward looking statements expressed constitute the author‘s judgment as of the date of this document.
Forward looking statements involve significant elements of subjective judgments and analyses and changes thereto and/ or consideration of different or additional
f actors 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 st atements or to any other financial information
contained in this document. Past performance is not guarantee of future results.
We hav e gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee t he accuracy, completeness or
f airness of such information. All third party data are 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.
Inv estments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income and principal invested.
The v alue of investments can fall as well as rise and you might not get back the amount originally invested at any point in time. Furthermore, substantial fluctuations
of the v alue of any investment are possible even over short periods of time. The terms of any investment will be exclusively subject to the detailed provisions,
including risk considerations, contained in the offering documents. When making an investment decision, y ou should rely on the final documentation relating to
any transaction.
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 or persons associated with it may (i) maintain a long or short position in securities referred to herein, or in related futures or options,
and (ii) purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation.
DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding the tax consequences
on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS. The relevant tax laws or regulations of the
tax authorities may change at any time. DWS is not responsible for and has no obligation with respect to any tax implications on the investment suggested.
This document may not be reproduced or circulated without DWS written authority. The manner of circulation and distribution of this document may be restricted
by law or regulation in certain countries, including the United States.
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 contra ry 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 f luctuate
and inv estors may not get back the principal invested. Past performance is not indicative of future performance. This is a marketing communication. It is for
inf ormational 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 of f er 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 af filiated companies at the time of publication. Certain data used are derived from v arious 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.
© 2021 DWS Investment GmbH
Issued in the UK by DWS Investments UK Limited which is authorised and regulated by the Financial Conduct Authority (Reference number 429806).
© 2021 DWS Investments UK Limited
In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been revi ewed by the Securities and
Futures Commission.
© 2021 DWS Investments Hong Kong Limited
In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by the Monetary Authority of Singapore.
© 2021 DWS Investments Singapore Limited
In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this document has not
been rev iewed by the Australian Securities Investment Commission.
© 2021 DWS Investments Australia Limited
as of 8/30/21; 085079_1 (08/2021)

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 Inv estment 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 o r the basis for any
contract to purchase or sell any security, or other instrument, or f or 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
adv ice. This communication was prepared solely in connection with the promotion or marketing, to the extent permitted by applicable law, of the transaction or
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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 f rom sources
believ ed 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 f orecast 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 prov e valid.
Inv estments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and loss of income and
principal inv ested. The v alue of investments can f all as well as rise and y ou may not recover the amount originally inv ested 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 inv estment 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, pr ojections, 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 hav e 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
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 doc ument may come are required to inform
themselves of, and to observe, such restrictions.
Past perf ormance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future performance. Further
inf ormation 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 Inv estors in Canada: No securities commission or similar authority in Canada has rev iewed 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 f or discussion p urposes 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 f inal documentation relating to the transaction you are considering, and not the [document – may need to identify] contained herein. DWS Group is not acting as y our 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 y our 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 inv estors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered o r sold in Bermuda only in compliance
with the prov isions 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.
© 2021 DWS Investment GmbH, Mainzer Landstraße 11-17, 60329 Frankfurt am Main, Germany.
All rights reserved.
as of 8/30/21; 085078_1 (08/2021)
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