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Long View Q3: The discount rate

The importance of interest rates and inflation on equity fair value

IN A NUTSHELL

— Return forecasts for the next decade are higher versus Q2, reflecting less prohibitive
valuations as a result of both macroeconomic risks and uncertainty around the stable
level of discount rates.

— However, realising these higher return forecasts will depend on the the neutral level of
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the discount rate applied to equities, given the strong valuation sensitivity to said

— Central bank credibility, term premium, and inflation risk premium are important
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components that will ultimately help to determine the discount rate, and consequently,
the fair value on equity markets.

— The United Kingdom's “growth plan” proposal in October, while now in the rearview
mirror, forewarns of the embedded leverage to low interest rates across the financial
system. The credibility of policymakers in addressing inflationary pressures is also of

utmost importance to investors.

Summary

In this report, we present the DWS long-term capital mar-
ket assumptions for major asset classes as of the end of
September 2022 while exploring the risks to these fore-
casts.

The third quarter of 2022 was, for the most part, a contin-
uation of the volatile market conditions and stubborn
price pressures the global economy has experienced since
the middle of 2021. As inflation prints remained elevated,
real and nominal interest rates have continued to climb
higher, weighing down on sentiment across both risk-on
and risk-off financial assets. Equity returns were again
negative, reflecting both an anticipated downward revi-
sions in corporate earnings estimates and more im-
portantly, in our estimation, the risk of a higher neutral in-
terest rate. The real economy remains robust for now, es-
pecially through measures of labor tightness. However,
the knock-on effects of higher real costs of borrowing, ex-
acerbated by the inversion of the yield curve in many de-
veloped markets are likely to play out in the coming quar-
ters.

Although very short-lived, the United Kingdom's fiscal ex-
periment jolted currency and UK gilt markets, highlighting

*DWS Calculations for a strategic asset allocation that targets volatility of 10%
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the importance of central bank consistency and credibil-
ity. The liquidity event in the gilt market illustrates the in-
creased use of carry and leverage across non-bank seg-
ments of the economy, and further rises in interest rates
threaten to expose long borrowers and short lenders to
disruptions in bond yields.

Despite these outstanding risks, in combination with con-
tinued geopolitical uncertainties in Europe and Asia, the
correction in risk asset valuations and across bond yields
makes investing more palatable for the patient investor.
Across asset classes, the adjustment to valuations for eq-
uities and the higher starting yield levels for sovereign and
corporate bonds is the largest driver of the increase in our
expected ten-year return outlook.

Our models now forecast an annual return of 6.9% from
the MSCI All Country World Index (“ACWI”) over the
next decade, versus 5.6% three months prior. At an ag-
gregate level, we estimate the forecasted rate of return
on a diversified portfolio of assets at 6.5%, also up by
0.6ppt from the level at the end of Q2*

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 Manage-
ment Americas, Inc. and RREEF America L.L.C., which offer advisory services. There may be references in this document which do not yet reflect the DWS Brand.

Please note certain information in this presentation constitutes forward-looking statements. Due to various risks, uncertainties and assumptions made in our analysis, actual events or
results or the actual performance of the markets covered by this presentation report may differ materially from those described. The information herein reflects our current views only, is
subject to change, and is not intended to be promissory or relied upon by the reader. There can be no certainty that events will turn out as we have opined herein.

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.
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Table 1: DWS Ten-year annualized forecasted returns

As of 30 Sep 2022 A since 30 Jun 2022
ACWI Equities 6.9% 0.3%
World Equities 6.8% 0.3%
EM Equities 8.0% 1.0%
US Equities 6.8% 0.2%
Europe Equities 6.7% 0.3%
Germany Equities 7.5% 0.2%
UK Equities 6.7% 0.3%
Japan Equities 5.0% 0.3%
EUR Treasury 2.2% 0.9%
EUR Corporate 4.0% 0.8%
EUR High Yield 7.0% 0.6%
US Treasury 3.9% 0.8%
US Corporate 5.1% 1.0%
US High Yield 7.4% 0.4%
EM USD Sovereign 8.3% 0.7%
EM USD Corporate 7.9% 0.8%
World REITS 5.5% 1.4%
United States REITS 6.2% 1.6%
Global Infra. Equity 6.5% 0.6%
US Infra. Equity 6.7% 0.8%
Private RE Equity US 4.8% -0.9%
EUR Infrastructure IG 4.1% 0.8%
Private EUR Infra. IG 4.8% 0.6%
Hedge Funds: Composite 4.7% 0.7%
Broad Commodities Futures 3.0% 1.2%

Source: DWS Investments UK Limited. Forecasts from of 30 September 2022 to 30 September 2032. Due to various risks, uncertainties and assumptions made in our analysis, actual
events or results or the actual performance of the markets covered may differ materially from those described.

This information is intended for informational and educational purposes only and does not constitute investment advice, a recommendation, an offer or solicitation. The opinions and
forecasts expressed are those of the authors of this report as of the date of this report and may not actually come to pass. This information is subject to change at any time, based on
market and other conditions and should not be construed as a recommendation of any specific security or investment strategy.

Forecasts are not a reliable indicator of future returns. Forecasts are based on assumptions, estimates, views and hypothetical models or analyses, which might prove inaccurate or
incorrect.

Any hypothetical results presented in this report may have inherent limitations. Among them are the sharp differences which may exist between hypothetical and actual results which
may be achieved through investment in a particular product or strategy. Hypothetical results are generally prepared with the benefit of hindsight and typically do not account for finan-
cial risk and other factors which may adversely affect actual results of a particular product or strategy. Any forward looking statements (forecasts) are based on but not limited to as-
sumptions, estimates, projections, opinions, models and hypothetical performance analysis. All of which are subject to change at any time, based upon economic, market and other
considerations and should not be construed as a recommendation.
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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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1/ Central banks and discount rates

1.1 Inflation and interest rates

Persistent inflation and its impact on rate policy

Since mid-2021, inflation has remained stubbornly persis-
tent across most of the world. At first, central bankers and
economists were convinced that much of the price pres-
sures were transitory, a consequence of lingering supply

Figure 2: Market-implied peak month in Fed funds rate
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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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1.2 The importance of the discount rate
Interest rates impact on equity fair value

As real interest rates have repriced into positive territory
across most of the developed world, strategic investors
are hyperfocused on adjusting return expectations to po-
tential new equilibrium levels on the real cost of capital.
After over a decade of compressed term premium as a re-
sult of central bank balance sheet expansion, markets face
the reality of higher terminal interest rates which imply
meaningfully lower steady state equity multiples.

While financial markets surely care about the ongoing
risks of economic and earnings recessions, determining
the R-star—the real short-term interest rate expected to
prevail when an economy is at full strength and inflation
is stable—is indeed of greater strategic importance. In or-
der toillustrate this point, a simple example can be shown
comparing the impact in long term returns between earn-
ings recessions and changes to the discount rate. Figure
5 shows sensitivity analysis of the equity market fair value
as a function of changes to the discount rate and earnings
recession scenarios. What is evident is that changes to the
discount rate are far more meaningful for fair values than
are temporary declines, even significant ones, to earn-
ings.

The relationship between fair valuation levels in equities
and the real discount rate are economically intuitive;
should the rate at which you discount future cash flows
rise, the net present value of those cash flows will fall, jus-
tifying a lower asset price. While short term risk sentiment
can cause volatility in valuation levels that in our view are
often unjustified, structural changes to the discount rate
applied to a fair value model can be very impactful.

DWS'’s Cash Return on Capital Invested (“CROCI") frame-
work evaluates the long-term cash flow streams of a com-
pany based on current profitability, which, combined with
the CROCI book value of the company, implies a cost of
capital. At the broad market level, this CROCI cost of cap-
ital is far more stable than even long term real interest
rates. Still, both economic intuition (the increase in valua-
tions throughout the decade of quantitative easing and
zero interest rate policy) and the empirical data show the
decline in both measures since the Global Financial Crisis
("GFC") and their subsequent increase over recent quar-
ters as monetary policy has tightened.

Figure 4: CROCI US ex-Financials cost of equity and
30yr real treasury yield
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Source: Bloomberg, DWS as of September 30 2022.

Figure 5: Scenario analysis: impact of decline in EPS and change in discount rate on market fair value

Scenario A
Pre-recession

Scenario B

Scenario C
Worse than 2008 with no EPS for 2 years

A repeat of 2008 with a 50% fall in EPS for 2 years

Long term Earnings 100 100 100 100 100 100 100
Fornings erares for 100 50 50 50 0 0 0
Discount rate 5% 5% 6% 7% 5% 6% 7%

Fair price 2,000 1,907 1,675 1,338 1,814 1,483 1,248

Market move 5% -21% -33% -9% -26% -38%

Source: DWS as of 30 September 2022.
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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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1.3 What influences the discount rate?

Factors impacting real interest rates

Since the GFC, both nominal and real interest rates across
developed markets have hovered around historically low
levels. The combination of central bank balance sheet ex-
pansion, benign levels of inflation across the economy,
low volatility of inflation, and generally low market volatil-
ity sustained what now seems to be artificially low levels
for discount rates.

As we enter a new paradigm for interest rates, and by con-
sequence fair values across financial assets, we can at-
tempt to distill the components that will ultimately deter-
mine the stable discount rate and the outlook or variables
for each of these components. Generally, we will address
the risk-free rate via three main components:

e Term premium
e Inflation risk premium
e  Country risk

Term premium

Following the GFC, global central banks have engaged in
unprecedented levels of asset accumulation via various
quantative easing programs. These actions have intro-
duced stability to financial markets, compressing the cost
of capital for individuals, institutions, and sovereignties
alike. This compressed term premium, shown in Figure 6
allowed borrowers to access artificially low long-term in-
terest rates. As term premium moves back to more nor-
mal levels, funding economics will likely be more chal-
lenging.

Figure 6: US term premium on a 10yr zero coupon bond
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Source: Federal Reserve as of October 2022

As we enter a period of quantitative tightening/shrinking
balance sheets and rising global policy rates, the discount
rate must find a new, and markedly higher, equilibrium
level relative to the quantitative tightening regime. Look-
ing at the shape of the 10-2 real yield differential in Figure
7, since the announcement of quantitative tightening by
the Fed in early May, the level of the 10-year real treasury

For Institutional investors and Professional investors

yield has moved about 100bps higher. As compared to the
pre-QE level, the 10-year real yield still remains about
100bps below the theoretical level should the Fed's bal-
ance sheet shrink to zero.

Figure 7: 10-2 real yield differential versus 2yr real yield
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Inflation risk premium

As investors consider the longer term outlook for inflation,
the uncertainty manifests in additional risk premia re-
quired by investors. While it is rare that a developed mar-
ket central bank faces a crisis of credibility or is perceived
to be “behind the curve”, this scenario is not without prec-
edent. The often-referenced 1970s stagflationary period in
the US, for example, highlights the risk of the central bank
being forced to hike interest rates well above the neutral
level in order to regain credibility on their inflation man-
date. This came at the expense of significant demand de-
struction and economic weakness. The Cleveland Fed es-
timates the premium investors require for the possibility
that inflation may rise or fall more than they expect over
the period in which they hold a bond.

Figure 8: Cleveland Fed 10yr inflation risk premium
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Source: Federal Reserve Bank of Cleveland as of 30 September 2020.

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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While equities demonstrate inflationary qualities, a mean
increase in inflation risk premia would impact the risk-free
cost of borrowing or discount rate while not necessarily
translating into nominal earnings for corporations. Higher
costs of capital is then associated with inflation risk com-
pensation.

Country risk

Estimating country risk can be far more complex than
measuring credit default loss expectations for, say, a cor-
porate bond. The timeframe for sovereign credibility is-
sues to materialize into outright defaults can be quite ex-
tensive, and the lack of empirical data around developed
markets defaults illustrates that sovereign credit risk is
quite a complex problem even in the face of economic tur-
moil.

The risks around a country’s credibility can be examined
through the lens the United Kingdom, where recently fis-
cal policy missteps caused significant turmoil across cur-
rency and rate markets.

Central bank credibility and the United Kingdom

In early October, the new UK government introduced an
aggressive economic plan intended to stimulate eco-
nomic growth. Markets were perplexed by the plan, which
proposed fiscal stimulus measures as well as permanent
tax cuts on upper-middle income brackets in the midst of
a global central bank tightening cycle. Supply side issues
as a result of Brexit and COVID-19 risked intensifying infla-
tion pressures from aggregate demand stimulus. What
made the situation worse was that the new “growth
“plan” was introduced without estimates of costs or con-
siderations for the implications on debt sustainability,
with the backdrop of high debt-to-GDP ratios and soaring
Treasury funding costs. The result was a sharp fall in the
British Pound and a sharp selloff in UK Gilt yields, particu-
larly in the long end of the curve

Figure 9: 30 year UK Gilt and GBP price return YTD (%)
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Source: Bloomberg as of 24 October 2022
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Since that time, the UK has replaced Liz Truss as the
Prime Minister, appointing Rishi Sunak as the head of the
Conservative Party. This, combined with immediate mon-
etary intervention by the Bank of England (“BoE"), has
seemingly stabilized UK gilt and currency markets. None-
theless, what has happened over the past few weeks with
the UK budget and subsequent market reaction has pro-
vided an interesting case study for central banks around
the developed world as to the potential impacts of central
bank crediblilty issues on liquidity across the financial sys-
tem.

In our view, the implications of the market reaction to the
announcement are twofold: 1. Highlighting the segments
of the economy and the financial system that are suscep-
tible to rising interest rates and interest rate volatility
(which may differ meaningfully from previous financial cri-
ses) and 2. Emphasizing the importance of credibility for
policymakers, particularly with the backdrop of high infla-
tion and elevated fiscal deficits.

On the topic of financial leverage, the immediate effects
of the selloff in long-term UK gilt yields was felt across the
UK Liability-Driven Investing (“LDI") community, primarly
consisting of pension plans that utilizes interest rate de-
rivatives, in this case interest rate swaps, to increase the
yield-generating capabilities of their portfolios in order to
meet liability requirements. As the value of these swap
agreements declined, LDI plans were forced to re-col-
laterlize with cash, a nuance that was perhaps previously
underappreciated. In order to raise cash, these plans were
forced to sell their gilt holdings, putting downward tech-
nical pressure on the price of UK gilts. The irony is that,
would the swap agreements allow posting of high-quality
general collateral, this forced selling could, in many cases,
be avoided.

Figure 10: lllustration of impact of LDI leverage
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Source: Lane Clark & Peacock LLP

The ongoing funding issues with LDI plans is just one of
many areas of the economy that has become increasingly
exposed to financial leverage or carry (i.e. lending long
and borrowing short). Traditionally a significant driver of
traditional bank lending business, the decade-long com-
pression of long-term cost of borrowing has resulted in

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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elevated exposures across consumers, investors, and the
UK government itself.

In contrast the US mortgage landscape, which largely
consists of long-duration fixed-rate mortgages, mortgage
lending in the UK typically have fixed terms of two to five
years, with the remainder of the mortgage adjusting to a
standard variable rate. As interest rates move higher, the
estimated 1.8 million mortgage borrowers (according to
estimates from UK Finance) scheduled for refinancing in
2023" will face significantly higher interest obligations. UK
Finance estimates 1.7 million mortgages are already float-
ing rate obligations.

As bank regulations following the GFC placed greater re-
strictions around banking activities, alternative asset
managers have stepped in to provide financing to non-tra-
ditional borrowers. Market makers have similarly ex-
panded their businesses to take advantage of bid-ask
spreads, utilizing cheap funding economics and facing
fewer balance sheet limitations relative to their bank
peers.

The UK as well as other developed market economies also
faces the challenge of an increasing fiscal drag going for-
ward. Net interest owed on sovereign debt is likely to in-
crease significantly given high debt-to-GDP balances and
the trend higher in real longer-term interest rates.

Figure 11: OECD United Kingdom net interest payments
projection
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The market’s reaction to the surprise stimulus proposal
was somewhat nuanced. The sharp rise in real interest
rates, for example, was not primarily driven by an increase
in sovereign credit risk, but rather by a backup in the true
risk-free cost of borrowing, which can be interpreted as a
somewhat permanent tightening in financial conditions.
The flexibility of the BoE to pivot into more dovish policy
may be challenged going forward.

Figure 12: UK contribution to change in 5yr real yield,
YTD (%)
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Source: Bloomberg, DWS Calculations as of 3 ber 2022.

Although this sharp rise in UK sovereign credit risk is rela-
tively small as compared to the overall move in byr UK gilt
yields, a 30bps structural increase in the real cost of cap-
ital would prove rather challenging. Should the credibility
of the UK deteriorate, by virtue of soaring fiscal deficits or
through pension-related liquidity issues, the impact on eg-
uity values could be rather impactful as previously shown
in Figure 5.

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.

/17



Research Institute

October 31, 2022

2 / Long View Forecasts

2.1 Equity Forecasts

For our equity return forecasts, Figure 14 illustrates the
changes to our return pillars (see Figure 13) for 10-year
MSCI All Country World local currency return forecast.
Our return forecast for global equities has increased to
6.9% from the 6.6% level at the end of Q1. As earnings
multiples have continued to cheapen, the valuation head-
wind has further compressed to -0.1% from -0.5% at the
end of June.

Figure 13: Pillar decomposition for equities
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Source: DWS Investments UK Limited.

Figure 14: MSCI All Country World: Contribution to 10-
year forecasted hypothetical annualized returns
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Source: DWS Investments UK Limited. Data as of 30 September 2022.

We see similar changes in the US, with our return forecast
for MSCI USA (see Figure 15) increasing to 6.8% from
6.6% in Q2, with valuation adjustment detracting just -
0.2% from return forecasts versus -0.6% as of the previous
quarter. Real earnings growth contracted from 1.7% to
1.6% partially offsetting the reduced valuation hurdle from
the end of Q2.
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Figure 15: MSCI USA: Contribution to 10-year fore-
casted hypothetical annualized returns
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Source: DWS Investments UK Limited. Data as of 30 September 2022.

2.2 Liquid Real Assets Forecasts

While REITs and Infrastructure both leverage very similar
pillars to equities (see Figure 16), returns are derived
largely from income via dividend distributions as shown
in Figure 17 and. Figure 18.

Figure 16: Pillar decomposition for REITs and Infra-
structure

Asset Class Income Growth Valuation

Source: DWS Investments UK Limited.

Across liquid real assets, our return forecasts have also
moved higher versus Q2. In global REITs, our return fore-
cast increases to 5.5% from 4.2% in June, driven primarly
by an increase in dividend yield contribution (4.2% versus
3.4% in Q2) as well as a reduction in the valuation adjust-
ment drag (-0.9% versus -1.56% in Q2). Similarly our global
listed infrastructure equity return forecast increased to
6.5% from 5.9% in June, driven by modestly higher divi-
dend contribution (4.0% versus 3.7% in Q2) and less chal-
lenging valuations (-0.4% versus -1.0% in Q2).

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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Figure 17: Global REITs: Contribution to 10-year fore-
casted hypothetical annualized returns
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Figure 18: Global Infrastructure: Contribution to 10-
year forecasted hypothetical annualized returns
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2.1 Fixed Income Forecasts

In Q3, interest rates continued to their move higher, in-
creasing starting yield levels across fixed income assets.
While inflationary pressures have persisted longer than
previously expected, which would typically pose a signifi-
cant hurdle to fixed yields, the more recent increase in me-
dium to longer term sovereign bond yields has actually
been in real yields rather than in forward-looking inflation
expectations. As a result, these higher starting yield levels
across the fixed income complex have improved the out-
look for 10-year returns. Our return pillars for fixed income
are shown in Figure 19.

Figure 19: Pillar decomposition for Fixed Income

Source: DWS Investments UK Limited.
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Over the third quarter, the selloff in both shorter term and
longer-term US Treasury yields continued. The 10-year US
Treasury yield moved from just 3.01% at the end of June
to 3.83% to close out Q3, which has significantly in-
creased yield contribution to our nominal return forecasts
shown in Figure 20.

Figure 20: US Treasury Bond Index: Contribution to
10-year forecasted hypothetical annualized returns
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Source: DWS Investments UK Limited. Data as of 30 September 2022.

Corporate bond spreads are flat to tighter relative to the
end of June—investment grade spreads (bbps wider) are
modestly higher while high yield spreads (83bps tighter)
have tightened—although the selloff in interest rates has
increased starting yields across credit asset classes. In ag-
gregate, our forecast for US High Yield returns has in-
creased to 7.4% from 7.0% at the end of Q2. Figure 21
shows US High Yield return forecast pillars.

Figure 21: US High Yield Bond Index: Contribution to
10-year forecasted hypothetical annualized returns
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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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3 / Conclusion

The third quarter of 2022 remained challenging in terms
of interest rate volatility and the performance of risk as-
sets. Monetary conditions continued to tighten as global
central banks remained focused on addressing stubbornly
high inflation. The reaction of the market to the UK sur-
prise stimulus proposal was a referendum of sorts on the
direction of monetary policy going forward. While these
tightening credit conditions continue to bring about the
risks of an economic slowdown over the next couple of
years, the longer term picture for asset class returns looks
more sanguine given less challenging valuations and yield
levels across financial markets.

Figure 22 illustrates how our 10-year return forecasts for
a moderate strategic asset allocation multi-asset? have
changed over the most recent quarter. Our moderate
strategic portfolio return forecast increased to 6.5%
from 5.9% at the end of Q2.

Moderatt tegic a llocation ref portfolio that targ ]
tility g b
For Institutional investors and Professional investors

Figure 22: 10 year forecasted hypothetical annualized
returns of moderate strategic asset allocation
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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
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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 subse-quently 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 posses-sion this document may come are required to inform themselves of, and to
observe, such restrictions.

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.

© 2022 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.

© 2022 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.
© 2022 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 Authori-ty of Singapore.

© 2022 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.

© 2022 DWS Investments Australia Limited
as of 11/9/22; 093096_1 (11/2022

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. Further-more, 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, opin-ions, models and hypothetical
performance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this mate-rial. 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 finan-cial 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 registra-tion 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 recommen-dation 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 identify] 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 assess-ment 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
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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 compli-ance 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.

© 2022 DWS Investment GmbH, Mainzer Landstrae 11-17, 60329 Frankfurt am Main, Germany.
All rights reserved.

as of 11/9/22; 093096_1 (11/2022
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