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U.S. money market funds - a safe haven?

IN A NUTSHELL

— U.S. money market funds have seen strong inflows recently, with volumes
reaching record highs.

— Investors are looking for near-term safety and are being drawn by relatively
attractive interest rates.

— We do not expect big outflows in near term but the risk that they will occur should
be monitored.

Bjorn Jesch
Global Chief
Investment Officer

Massive inflows in recent years

U.S. money market funds (MMFs) have experienced massive inflows since the end of 2022. At just above USD 6 trillion, they
currently stand at an all-time high." In our view this isn’t about to change: big outflows are unlikely in the shorter-term. But
what has driven the enormous interest in this short-term investment opportunity is an important question. As is what would
need to happen for capital to be withdrawn equally suddenly. These investments are, by their very nature, short term, and
(overly) rapid outflows, reallocating the funds to other asset classes, can certainly happen, making markets volatile.

Money market funds have also seen inflows in the Eurozone recently, but the volumes appear relatively small. The chief
reason, in our view, is that European investors place much less emphasis on the security aspect of funds than their U.S.
counterparts. Given the much lower importance of money market funds in Europe and the Eurozone, we are only looking at
the U.S. instruments in this publication.

%1'/ E.S. money market fund volume reaches record
19

1.1 Money market funds as a short-term parking option for capital

Money market funds are generally defined as investment funds that invest their assets in liquid money market securities.
They are assumed to offer a high level of security for investors. Besides that, their most important feature is their short-term
nature. Money market securities include certificates of deposit, time deposits, bank or corporate notes and bonds, and shares
in other money market funds. These securities usually have a maturity of twelve months or less.

Money market funds are generally used by a wide variety of investor groups to park money before it is allocated to other,
typically longer-term investments. Banks, governments, and corporations have long been among the largest investors in
MMFs and currently account for about 60% of the total. In recent years, however, it has become increasingly clear that retail

T All data, unless otherwise stated, Bloomberg Finance L.P. as of 5/10/24

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. Fore-
casts 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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investors are also making much greater use of this vehicle. Their holdings have increased by around 75% over the past 24
months. As one of the main characteristics of MMF investments is their short-term investment horizon, the securities held in
the fund are highly liquid and permit quick portfolio rebalancing.

1.2 Market stress as a potential trigger for inflows into MMFs In principle, MMFs do not differ from other investment funds in
the way they work, and this is also an important reason why retail investors are increasingly using them to park their capital.
When investor nervousness and volatility are high in the markets, money market funds tend to become more popular. Funds
that invest exclusively in U.S. government or government-related securities, which are generally seen as safe investments,
are by far the largest group of MMFs, because of the perceived safety of these securities.

Looking at flows into U.S. money market funds over the past decade and a half, it is easy to see that periods of financial
market stress have often led to a noticeable increase in volumes. The underlying source of the nervousness, whether
geopolitical or from market stresses, did not seem to matter. The overall level of stress in U.S. markets can be seen in the
Financial Stress Index produced by the Federal Reserve Bank of St. Louis. As defined by the bank, the index “measures the
degree of financial stress in the markets and is constructed from 18 weekly data series: seven interest rate series, six yield
spreads and five other indicators. Each of these variables captures some aspect of financial stress. Accordingly, as the level
of financial stress in the economy changes, the data series are likely to move together.?

Over the past decade, in times of market uncertainty, money market flows tended to be higher
(January 2007 — May 2024)
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Sources: Bloomberg Finance L.P., Federal Reserve St. Louis, DWS Investment GmbH as of 5/10/24

The development of the index in early 2020 was particularly striking. The global outbreak of Covid-19 sent shockwaves
through the financial markets and prompted many investors to allocate capital to the perceived safety of money market
funds. The increase in weekly inflows into these funds in early 2023 was also striking, as concerns about the stability of U.S.
regional banks drove volatility sharply higher. This was not just a general flight to safety. Large amounts of deposits held at
the troubled regional banks and other smaller regional banks were moved as investors feared for the safety of these funds.
Not only did capital shift towards money market funds; deposits in larger U.S. banks, which were perceived to be safer, were
also very popular.

2 St. Louis Fed Financial Stress Index St. Louis Fed as of 5/10/24

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. Fore-
casts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect.
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1.3 Money market funds as a "safe haven" with attractive interest rates

The supposed relative attractiveness of investments in money market funds compared to the available alternatives is an
important factor influencing inflows into this asset class, but just one of many. And the degree of attractiveness varies
considerably in market phases, depending heavily on the monetary policy of the U.S. Federal Reserve.

After the 2008 financial crisis central banks around the world kept interest rates at rock bottom, creating a capital market
environment that was extraordinary in many respects. Yields in international bond markets fell to unprecedented lows and
even negative territory in some sub-markets and segments.

In March 2022 the Federal Reserve began to raise interest rates in an attempt to curb runaway inflation. About two months
later the U.S. yield curve inverted, with shorter maturities yielding more than longer maturities. The inversion of the Treasury
curve continues to this day. Against this backdrop it has been more attractive to invest in shorter maturities, offering higher
yields. As a result, even before the outbreak of the regional banking crisis in the U.S. in March 2023, the volume of money
market funds had risen in line with money market yields, although the increase was still quite modest. From the start of the
rate hike cycle in March 2022 until just before the start of the banking tensions, money market fund assets increased by
around USD 330 billion, or around USD 28 billion per month. In our view, this seems to be a good representation of typical
investor behavior during a Fed tightening cycle.

Money market fund volumes tended to have a response lag to Federal Reserve interest rate cuts
(January 1990 - May 2024)
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Sources: Bloomberg Finance L.P., DWS Investment GmbH as of 5/10/24

Research by the Federal Reserve Bank of New York has shown that, in the past, a one percentage point increase in the
effective federal funds rate led to a 6-percentage point increase in fund assets over a two-year period because of the close
correlation with money market fund yields.® This shows that money flows are generally quite slow to react to changes in
yields. In our view, however, it is also important to note that the relationship often does not hold during periods of financial
stress. A pertinent example is the Covid-19 outbreak in 2020, when a massive increase in money market fund inflows
coincided with a sharp decline in policy rates.

3 Monetary Policy Transmission and the Size of the Money Market Fund Industry New York Fed as of 4/3/23

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. Fore-
casts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect.
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Another factor in this context is the sometimes stronger, sometimes less pronounced competition between money market
funds and investors' deposits at banks. Until the outbreak of Covid-19, bank deposits showed a rather dull momentum of their
own, with growth rates that were comparatively constant for well over a decade. It was only the extreme reduction in key
interest rates in the wake of the pandemic that provoked a marked interest in not only money market funds but also bank
deposits, with the zero-interest rate policy then making deposits more attractive. This lasted almost until the problems of the
U.S. regional banks became apparent. This crisis, which, at least for a brief moment, was seen as a threat to the entire
banking system, proved something of a spark for money market funds. Their volume catapulted to the levels we see today
without any major setbacks.

Money market funds and bank deposits compete only occasionally
(January 2005 - May 2024)
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To summarize, relative attractiveness of course influences inflows into money market funds, but the relationships are
complex. Which influencing factor dominates the inflows into money market funds depends very much on the broad market
constellation.

2 / No massive outflows expected at present

2.1 Sustained outflows are unlikely in the short term ...

At the beginning of the year many market participants expected the Federal Reserve to embark on a cycle of interest rate
cuts relatively soon, with up to seven cuts for the federal funds rate in 2024. This expectation has since been significantly
revised; the first full cut is no longer priced in before November and, based on current pricing, the Fed is likely to cut only
once this year. A change in market conditions, should it occur, is likely to have a noticeable impact on the record volumes in
money market funds. But for now, we do not expect an imminent change in the picture.

If we look at the past five Fed rate cut cycles, money market fund inflows increased in anticipation of the first rate cut, only
to slow significantly once the Fed began to cut rates. Historically, however, outflows have typically begun twelve months
after the start of a rate cut cycle. If we now assume that the Fed's first rate cut will be delayed further and that the number
of cuts will be far fewer than recently expected, we believe there are still good reasons to hold capital in money market funds,
especially given their relative attractiveness. In addition, the U.S. is in an election year and numerous serious geopolitical
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. Fore-
casts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect.
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tensions are unlikely to be resolved any time soon. Investor nervousness is therefore likely to remain high. There is also the
question of whether a significant market correction is imminent, given the high valuation of U.S. equities, in particular.

2.2 ... nevertheless, developments should be monitored closely

Given that a large portion of the money in MMFs might be described as "fast" money - ready to move out as quickly as it has
moved in - we believe there is a certain risk if too much capital is suddenly divested out of these funds. It could mean that
MMFs would have to liquidate part of their holdings extremely quickly in order to meet the high liquidity demands. In addition,
funds that are divested at very short notice, but perhaps also in a very targeted manner, might cause unwanted volatility in
the market segments into which they flow. It is therefore advisable to keep a close eye on the record volumes in U.S. money
market funds and to be aware of the risk of future volatility.

Glossary

The Eurozone is formed of 19 European Union member states that have adopted the euro as their common currency and sole legal tender.

Fed Financial Stress Index of the St. Louis is an index measuring the degree of financial stress in markets published by the Federal Reserve
Bank of St. Louis.

Federal Reserve Bank is a regional bank of the Federal Reserve System, the central banking system of the United States. There are twelve
in total.

Inflation is the rate at which the general level of prices for goods and services is rising and, subsequently, purchasing power is falling.
Money market fund is an open-end mutual fund that invests in short-term debt securities such as US Treasury bills and commercial paper.
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.

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. Fore-
casts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect.
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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 reasonable-
ness 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, com-
pleteness 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 cur-
rently 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 recommenda-
tion 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.

© 2024 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.
© 2024 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.
© 2024 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.
© 2024 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.
© 2024 DWS Investments Australia Limited

as of 5/10/24; 101153_1(05/2024)

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 con-
stitute 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.
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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, opinions, 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 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
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 identify]
contained herein. DWS Group is not acting as your financial adviser or in any other fiduciary capacity with respect to any transaction pre-
sented 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, esti-
mates 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.

© 2024 DWS Investment GmbH, Mainzer LandstraRe 11-17, 60329 Frankfurt am Main, Germany.
All rights reserved.

as of 5/10/24; 101168_1 (05/2024)
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