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• Companies and investors
alike are hoping for a swift
corporate-tax reform.

• We believe the border
adjustment tax is a poor
instrument at this time.

• Either way, tax reform is a
arduous task that will test
the Republicans' unity.
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The border tax and other U.S. tax issues

Investors eagerly await U.S. tax reform, but are as

confused about the border tax as are Republicans. Even

without it, the corporate tax reform won’t be an easy

ride.

Trump, tax and trade

Potential tax reform is one of three reasons why U.S. equity markets
have rallied since the elections. For now, it also remains the most
likely to keep markets on the edge. One item that is limiting
investors’ enthusiasm is the Border Adjustment Tax. They are not
alone.

“Anytime I hear border adjustment, I don’t love it. Because usually
it means we’re going to get adjusted into a bad deal. That’s what
happens. And it's too complicated. They get credit on some parts
and not other parts. Where was the part made? I don’t want that.
I just want it nice and simple.” 1 On that, at least, Donald Trump’s
views are not all that controversial.

We believe there to be plenty of low-hanging fruits in reforming the
byzantine and loophole-ridden U.S. tax code. We are skeptical of
the broader agenda as presented by Representative Kevin Brady,
chairman of the powerful House Ways and Means Committee,
and House Speaker Paul Ryan, however. In particular, we fear that
bundling tax cuts with the controversial border adjustment tax (BAT)
risks derailing the reform altogether. “It is fine if they lower the
tax on production, but they shouldn’t raise taxes on trade”, says
David Bianco, Deutsche AM’s Chief Investment Strategist in the
Americas. The worst-case scenario, from a market perspective,
would be no tax legislation passing Congress this year.

Trump has pushed stock prices but not earnings forecasts

1Consensus-EPS forecasts for S&P 500 Index; Source: Thomson Reuters Datastream, Deutsche
Asset Management Investment GmbH; as of 2/21/17.

Our base case is that the BAT will be scrapped and that the tax
bill, including a corporate-tax-rate cut to 25%, will still be signed
this year. This could add 10 U.S. dollar to S&P 500 Index earnings

1 Source: Wall Street Journal, as of 1/16/17
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per share (EPS), either in 2017 or 2018, depending on when tax
cuts are implemented. Markets, we believe, have not priced in this
figure. While the S&P 500 Index has rallied double digits since the
election, it has done so in line with global markets and on the
back of improving economic data. Thus, markets have not been
irrationally enthusiastic about the tax reform. This is also visible in
earnings forecasts for 2017 and 2018 that have hardly moved (from
a seasonal pattern, this is already a slightly positive sign). Investors
could, however, be disappointed. Even if the BAT is scrapped, other
elements of the tax reform could still meet resistance within the
Republican Party (GOP). Moreover, the politics behind the BAT
proposals, as well as some of Mr. Trump’s statements point to the
potential for other, more targeted protectionist measures. While it
is too early to judge the progress of tax policies after roughly one
month, one cannot be blind to the challenges still lying ahead.

U.S. tax-reform scenarios

Source: Tax Foundation, Tax Policy Center, Deloitte, GOP Tax Plan, Deutsche Bank Securities Inc.,
as of 02/2017.

Triggers for the tax reform

When Trump won the White House and the Republican Party
secured their majority in Congress, hopes were running high that
there would be swift progress on tax reform. There are various
topics the GOP is likely to address with the reform: cutting U.S.
corporate tax rates currently at 35% to at least get them in line with
the OECD average of 25%; stopping tax avoidance; encouraging
repatriation; and reducing the trade deficit as well as increasing
U.S. employment by substituting domestic for foreign goods. These
were the goals behind the comprehensive tax package introduced
in June 2016 by Brady and Ryan, as part of the “A better way”
agenda. This proposal is also referred to as "house GOP plan". The
main points are:

• Corporate tax cut from 35% to 20%
• Immediate full expensing of capital purchases instead of

depreciation over time
• No more expensing of interest payments
• Border adjustment tax: export revenues and import costs to be

excluded from taxation

Unsurprisingly, point 1 is met with little resistance, provided a
way can be found to pay for the tax cut. Points 2 and 3 would
have significant ramifications for accounting, investing and tax
strategies. But it is point 4 that has attracted most attention and
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criticism, as it could severely impact different U.S. sectors, the U.S.
dollar, foreign companies and potentially global trade.

U.S. trade deficit: no pay back since 1975

Source: Thomson Reuters Datastream, Deutsche Asset Management Investment GmbH; as of
2/21/17.

BAT – the GOP’s unwanted gift to America

One of the main intentions of the BAT is to refinance the reduction
of the federal corporate tax rate. The BAT is expected to raise 1 trn
USD over a 10-year period. Structuring the tax reform in a budget-
neutral way (over a period of 10 years) may help avoid the need for
a filibuster-proof majority. Instead, the GOP could pass it through
the reconciliation process, which requires only 50 and not 60 votes
(Republicans only hold 52 seats). The basic idea behind the BAT
as proposed by Ryan/Brady is pretty simple: export revenues are
no longer taxed while import costs are no longer tax deductible.
However, there are various misperceptions about this special Ryan/
Brady BAT as well as uncertainties in the academic literature on how
such a tax might and should work. Most of the confusion stems
from wrongly likening the BAT to a value-added tax (VAT) system
or to tariffs. It is neither.

• BAT proponents complain that U.S. companies are treated
unfairly in global trade as they lack the kind of VAT that for
example France has. This is said to put a U.S. car manufacturer,
say, at a disadvantage. Unlike its French competitor, the
U.S. manufacturer is not being reimbursed for the VAT on
exported goods. However, this is only logical as the U.S.
manufacturer never paid any VAT in the first place, while the
French manufacturer has. The VAT is due at each step of the
value chain and recollected on the next sale, submitting only
the incremental amount to the government. The buyer of a
car in France has to pay 20% VAT, independently of where
the car was built. Meanwhile, the buyer of a car in the U.S.
does not pay any tax similar to VAT (apart from local sales
taxes), independently of where the car was built. So the U.S.
and the French car builder face exactly the same costs in each
respective territory. The end customer, however, does not.

• The second confusion often arises from the fact that the BAT
is implemented by means of recognition in the profit and loss
account. This gives it a much broader und non-discriminatory
feel than import tariffs or export subsidies.
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• The simultaneity of the export and import component of the
BAT is a very important element. BAT proponents claim that
this ensures that the rules of the World Trade Organisation
(WTO) are not breached as trade volumes will be unaffected.

• This however, would only be the case if the dollar were
to appreciate instantly to an extent that would offset the
higher import and lower export prices from a U.S. perspective.
With a corporate tax rate of 20%, this appreciation would
need to be 25%. This would have massive repercussions
for U.S. investments abroad, but also foreign U.S. creditors.
Hard-currency debt issuers from emerging markets would be
significantly affected.

• We believe, however, that a full currency adjustment on the day
the BAT is introduced is unlikely. Think of controlled currency
regimes, for example. An incomplete dollar adjustment would
favor U.S.-based producers. In the short term, however, the
opposite might happen: the dollar strengthens in anticipation
of the BAT. But until it is put in place, U.S.-based exporters
would face the disadvantage of a stronger dollar without
benefiting from lower taxes.

• Who would be affected by the BAT in a non-ideal world?
Put simply: importers, foreign exporters, U.S. consumers. But
while it is little surprising that some of the biggest importers
are opposing the tax, even some apparent beneficiaries have
been voicing doubts. They fear the disruptions and unintended
consequences of a BAT. There are many variables that will
determine how the bill is being split between consumers,
U.S. importers and non-U.S. exporters. They include: the price
elasticity of the goods and services in question, income and
substitution effects among consumers, the impact on U.S.
wage growth and potential retaliation measures by other
countries.

• What about budget neutrality? The BAT is supposed to raise
revenues in order to partly pay for the corporate tax cut.
However, it only raises revenues as long as the U.S. is running
a trade deficit. In 2016 this amounted to 502 bn USD and the
U.S. has recorded deficits since 1975. While this seems to
refute economic wisdom that trade deficits cannot last forever
the BAT would likely reduce the deficit by favoring exports
vs. imports and thereby reduce additional revenues over time.
Josh Feinman, U.S. Chief Economist for Deutsche AM, adds:
“Corporate taxes account for less than 10% of federal tax
receipts. The government could easily find other ways than a
BAT to refinance a corporate tax cut. “
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Corporate taxes are no major contributor to total tax receipts

Source: OECD, Deutsche Asset Management Investment GmbH; as of 2/21/17.

While we believe a textbook BAT has some merits for clearly defined
purposes, we judge it a poor instrument at this time for two main
reasons:

It threatens to delay and complicate tax reform. It risks
implementation chaos and trade disruptions. Even if you think
that U.S. profits and jobs moving abroad is indeed a major
policy problem, there are better ways to stop this. Furthermore,
trading partners might feel alienated and retaliate. As the European
Commission’s Vice President Jyrki Katainen said: “We have our
own mechanisms to react.” And some officials already stated that
they see the BAT affecting WTO rules2. That might not bother the
U.S. directly, as they have ignored WTO rulings in the past, but it
would certainly add to trading partners’ resentment.

Scrapping the BAT could, however, lead to another unfavorable
outcome. Instead of having a rules-based comprehensive tax
system, some kind of ad-hoc tariffs could be installed, which could
give Trump more leeway in deciding which company to sanction for
unpatriotic behavior.

Expected Timeline and political camps

Trump announced a phenomenal tax reform to be introduced very
soon. An obvious opportunity to do so would be on February 28th,
when he will address a joint session of Congress. While he might
again be short on details, we might get more clues about his general
willingness to accept higher deficits. The following time line looks
plausible: By May 2017 U.S. House and Senate pass the Fiscal
Year 2018 budget to facilitate the passage of a U.S. tax reform.
Once the House Ways and Means Committee approves a tax bill
before August, the Senate will have its vote by October so that by
December Congress and President Trump could sign the tax reform.
This, however, could prove to be an optimistic scenario.

While the tax reform seemed to be a sure and fast thing to be put
in place with the support of a Republican-controlled Congress, we
believe there to be little unity about the details between Trump, the
Ryan/Brady camp and much of the rest of Republicans in the House
and Senate. We expect the BAT to be scrapped in its current form,
resulting in roughly 100bn USD less revenues per year. Based on

2Source: Financial Times Ltd. as of 2/14/17
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calculations by the Tax Foundation3, the corporate tax cut to 20%
lowers revenues by 1.8trn USD over ten years. The gap would be
reduced to 1.2 trn USD if the corporate tax rate was to be cut to
only 25%. Both figures are static, in the sense of not considering the
potential benefits to economic growth. Using dynamic calculations
would reduce the gap resulting from a cut to 25% to 0.7 trn
USD. With some additional creativity on the part of Congressional
number crunchers, this might still be presented as budget neutral.

While we don’t consider the BAT to be the issue that makes or
breaks a tax reform, we fear there could be other road blocks. Even
in case we only see a corporate-tax-rate cut to 25%, broadening the
tax base and closing loopholes is likely to invoke controversies and
heavy lobbying from all industries (and senators) affected. Frank
Kelly, Deutsche Bank’s Head of Public Affairs in the Americas,
clarifies: “The tax reform needs speed and the full endorsement of
the President. If not it gets killed in Congress because of the many
vested interests affected.”

3Source: Tax Foundation, as of 02/2017, see also: https://taxfoundation.org/details-and-analysis-2016-house-republican-tax-reform-plan/
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Glossary

Earnings per share (EPS)

Earnings per share (EPS) is calculated as a companies’ net income
minus dividends of preferred stock, all divided by the total number
of shares outstanding.

Emerging markets (EM)

Emerging markets (EM) are economies not yet fully developed in
terms of, amongst others, market efficiency and liquidity.

European Commission (EU Commission)

The European Commission (EU Commission) is the executive body
of the European Union (EU) which represents the interests of the
EU.

Filibuster

A filibuster is a procedure in the U.S. Congress, in which the debate
on a proposed piece of legislation is extended, potentially leading
to entirely preventing the legislation's finalization.

Hard-currency bonds (debt)

Hard-currency bonds (debt) are bonds (debt) issued by legal entities
in a hard currency such as the U.S. dollar, euro or Swiss franc.

House of Representatives

The United States House of Representatives is a legislative chamber
consisting of 435 Representatives, as well as non-voting delegates
from Washington, D.C. and U.S. territories. Representatives are
elected for two-year terms and each state’s representation is based
on population as measured in the previous Census.

OECD

The Organization for Economic Co-operation and Development
(OECD) started in 1948 as the Organization for European Economic
Co-operation (OEEC) and changed its name in 1960, now
representing 34 countries with democratic governments and
market economies.

Reconciliation Process

The reconciliation process is a measure used by the Senate to
facilitate resolutions that adjust tax and spending levels to a present
budget resolution.

Republicans

The Republican Party (Republicans), also referred to as Grand Old
Party (GOP), is one of the two major political parties in the United
States. It is generally to the right of its main rival, the Democratic
Party.
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S&P 500 Index

The S&P 500 Index includes 500 leading U.S. companies capturing
approximately 80% coverage of available U.S. market capitalization.

Sales tax

A (conventional) sales tax is a tax only levied on goods and services
to the final consumer.

United States Congress

The United States Congress is the legislature of the federal
government. It is comprised of the Senate and the House
of Representative, consisting of 435 Representatives and 100
Senators.

United States Senate

The United States Senate is a legislative chamber consisting of
100 Senators, with each state being represented by two Senators.
Senators are elected for six year, overlapping terms in their
respective state.

Value-added tax (VAT)

A value-added tax (VAT) is a consumption tax that is collected based
on the incremental value added in each stage of production (as
opposed to a sales tax where only the final consumer is taxed).

World Trading Organization (WTO)

The World Trade Organization (WTO) is an international organization
based in Switzerland, which regulates commerce between nations
through mutually agreed rules.
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Risk warning

Investments are subject to investment risk, including market
fluctuations, regulatory change, possible delays in repayment and
loss of income and principal invested. The value of investments can
fall as well as rise and you might not get back the amount originally
invested at any point in time.

Investments in Foreign Countries – Such investments may be in
countries that prove to be politically or economically unstable.
Furthermore, in the case of investments in foreign securities or
other assets, any fluctuations in currency exchange rates will affect
the value of the investments and any restrictions imposed to prevent
capital flight may make it difficult or impossible to exchange or
repatriate foreign currency.

Foreign Exchange/Currency – Such transactions involve multiple
risks, including currency risk and settlement risk. Economic or
financial instability, lack of timely or reliable financial information
or unfavorable political or legal developments may substantially
and permanently alter the conditions, terms, marketability or price
of a foreign currency. Profits and losses in transactions in foreign
exchange will also be affected by fluctuations in currency where
there is a need to convert the product’s denomination(s) to another
currency. Time zone differences may cause several hours to elapse
between a payment being made in one currency and an offsetting
payment in another currency. Relevant movements in currencies
during the settlement period may seriously erode potential profits
or significantly increase any losses.

High Yield Fixed Income Securities – Investing in high yield bonds,
which tend to be more volatile than investment grade fixed income
securities, is speculative. These bonds are affected by interest rate
changes and the creditworthiness of the issuers, and investing in
high yield bonds poses additional credit risk, as well as greater risk
of default.

Hedge Funds – An investment in hedge funds is speculative and
involves a high degree of risk, and is suitable only for “Qualified
Purchasers” as defined by the US Investment Company Act of 1940
and “Accredited Investors” as defined in Regulation D of the 1933
Securities Act. No assurance can be given that a hedge fund’s
investment objective will be achieved, or that investors will receive
a return of all or part of their investment.

Commodities – The risk of loss in trading commodities can
be substantial. The price of commodities (e.g., raw industrial
materials such as gold, copper and aluminium) may be subject
to substantial fluctuations over short periods of time and
may be affected by unpredicted international monetary and
political policies. Additionally, valuations of commodities may be
susceptible to such adverse global economic, political or regulatory
developments. Prospective investors must independently assess
the appropriateness of an investment in commodities in light
of their own financial condition and objectives. Not all affiliates
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or subsidiaries of Deutsche Bank Group offer commodities or
commodities-related products and services.

Investment in private equity funds is speculative and involves
significant risks including illiquidity, heightened potential for loss
and lack of transparency. The environment for private equity
investments is increasingly volatile and competitive, and an investor
should only invest in the fund if the investor can withstand a total
loss. In light of the fact that there are restrictions on withdrawals,
transfers and redemptions, and the Funds are not registered under
the securities laws of any jurisdictions, an investment in the funds
will be illiquid. Investors should be prepared to bear the financial
risks of their investments for an indefinite period of time.

Investment in real estate may be or become nonperforming after
acquisition for a wide variety of reasons. Nonperforming real estate
investment may require substantial workout negotiations and/ or
restructuring.

Environmental liabilities may pose a risk such that the owner or
operator of real property may become liable for the costs of removal
or remediation of certain hazardous substances released on, about,
under, or in its property. Additionally, to the extent real estate
investments are made in foreign countries, such countries may
prove to be politically or economically unstable. Finally, exposure
to fluctuations in currency exchange rates may affect the value of
a real estate investment.

Structured solutions are not suitable for all investors due to potential
illiquidity, optionality, time to redemption, and the payoff profile of
the strategy. We or our affiliates or persons associated with us or
such affiliates may: maintain a long or short position in securities
referred to herein, or in related futures or options, purchase or sell,
make a market in, or engage in any other transaction involving such
securities, and earn brokerage or other compensation. Calculations
of returns on the instruments may be linked to a referenced
index or interest rate. In such cases, the investments may not be
suitable for persons unfamiliar with such index or interest rates, or
unwilling or unable to bear the risks associated with the transaction.
Products denominated in a currency, other than the investor’s home
currency, will be subject to changes in exchange rates, which may
have an adverse effect on the value, price or income return of the
products. These products may not be readily realizable investments
and are not traded on any regulated market..

Important Information – UK

In the UK this publication is considered a financial promotion and
is approved by DB AG on behalf of all entities trading as Deutsche
Asset Management in the UK.

Deutsche Asset Management is the brand name of the Asset
Management division of the Deutsche Bank Group. The respective
legal entities offering products or services under the Deutsche
Asset Management brand are specified in the respective contracts,
sales materials and other product information documents.
Deutsche Asset Management, through Deutsche Bank AG, its
affiliated companies and its officers and employees (collectively
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“Deutsche Bank”) are communicating this document in good faith
and on the following basis.

This document is a financial promotion and is for general
information purposes only and consequently may not be complete
or accurate for your specific purposes. It is not intended to be an
offer or solicitation, advice or recommendation, or the basis for any
contract to purchase or sell any security, or other instrument, or
for Deutsche Bank to enter into or arrange any type of transaction
as a consequence of any information contained herein. It has been
prepared without consideration of the investment needs, objectives
or financial circumstances of any investor.

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. 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 Deutsche Bank, are suitability and
appropriate, in light of their particular investment needs, objectives
and financial circumstances. We assume no responsibility to advise
the recipients of this document with regard to changes in our views.

Past performance is no guarantee of future results.

The products mentioned in this document may be subject to
investment risk including market fluctuations, regulatory change,
counterparty risk, possible delays in repayment and loss of income
and principal invested. 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. The value of an investment can
fall as well as rise and you might not get back the amount originally
invested at any point in time.

We have gathered the information contained in this document
from sources we believe to be reliable; but we do not guarantee
the accuracy, completeness or fairness of such information and it
should not be relied on as such. Deutsche Bank 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.

Deutsche Bank 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 Deutsche Bank. The relevant tax laws or
regulations of the tax authorities may change at any time. Deutsche
Bank is not responsible for and has no obligation with respect to
any tax implications on the investment suggested.

No assurance can be given that any investment described herein
would yield favorable investment results or that the investment
objectives will be achieved. In general, the securities and financial
instruments presented herein are not insured by the Federal Deposit

https://deutscheam.com/cio-view


2/24/2017

All opinions and claims are
based upon data on 2/23/17
and may not come to pass.
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 based on assumptions,
estimates, opinions and
hypothetical models that may
prove to be incorrect. Deutsche
Asset Management Investment
GmbH

All articles are available on https://deutscheam.com/cio-view 12

Insurance Corporation (”FDIC“), and are not guaranteed by or
obligations of Deutsche Bank AG 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 Deutsche Bank.

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

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, 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
contrary to law or regulation or which would subject Deutsche
Bank 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.

Deutsche Bank conducts its business according to the principle that
it must manage conflicts of interest fairly, both between itself and
its clients and between one client and another.

As a global financial services provider, Deutsche Bank faces actual
and potential Conflicts of Interest periodically. The Bank’s policy
is to take all reasonable steps to maintain and operate effective
organisational and administrative arrangements to identify and
manage relevant conflicts. Senior management within the Bank
are responsible for ensuring that the Bank’s systems, controls
and procedures are adequate to identify and manage Conflicts of
Interest.

Deutsche Bank AG is authorised under German Banking Law
(competent authority: European Central Bank) and, in the United
Kingdom, by the Prudential Regulation Authority. It is subject to
supervision by the European Central Bank and by BaFin, Germany’s
Federal Financial Supervisory Authority, and is subject to limited
regulation in the United Kingdom by the Prudential Regulation
Authority and the Financial Conduct Authority.
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Deutsche Bank AG is a joint stock corporation with limited liability
incorporated in the Federal Republic of Germany, Local Court
of Frankfurt am Main, HRB No. 30 000; Branch Registration in
England and Wales BR000005 and Registered Address: Winchester
House, 1 Great Winchester Street, London EC2N 2DB. Deutsche
Bank AG, London Branch is a member of the London Stock
Exchange. (Details about the extent of our authorisation and
regulation by the Prudential Regulation Authority, and regulation by
the Financial Conduct Authority are available on request or from
www.db.com/en/content/eu_disclosures.htm). Financial Services
Registration Number 150018.

Deutsche Asset Management is a trading name of Deutsche Asset
Management (UK) Limited. Registered in England & Wales No
5233891. Registered Office: Winchester House, 1 Great Winchester
Street, London EC2N 2DB. Deutsche Asset Management (UK)
Limited is authorised and regulated by the Financial Conduct
Authority. Financial Services Registration Number 429806.

This document may not be distributed in Canada, Japan, the United
States of America, or to any U.S. person.

© 2017 Deutsche Asset Management Investment GmbH

Disclaimer EMEA

Deutsche Asset Management is the brand name of the Asset
Management division of the Deutsche Bank Group. The respective
legal entities offering products or services under the Deutsche
Asset Management brand are specified in the respective contracts,
sales materials and other product information documents.
Deutsche Asset Management, through Deutsche Bank AG, its
affiliated companies and its officers and employees (collectively
“Deutsche Bank”) are communicating this document in good faith
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 investment decision, investors
need to consider, with or without the assistance of an
investment adviser, whether the investments and strategies
described or provided by Deutsche Bank, 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 constitute an offer,
recommendation or solicitation to conclude a transaction and
should not be treated as giving investment advice.

Deutsche Bank does not give tax or legal advice. Investors
should seek advice from their own tax experts and lawyers, in
considering investments and strategies suggested by Deutsche
Bank. Investments with Deutsche Bank are not guaranteed, unless
specified. Unless notified to the contrary in a particular case,
investment instruments are not insured by the Federal Deposit
Insurance Corporation (“FDIC”) or any other governmental entity,
and are not guaranteed by or obligations of Deutsche Bank AG or
its affiliates.
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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. Furthermore,
substantial fluctuations of the value of the investment are possible
even over short periods of time.

This publication contains forward looking statements. Forward
looking statements include, but are not limited to assumptions,
estimates, projections, opinions, models and hypothetical
performance analysis. The forward looking statements expressed
constitute the author’s judgment as of the date of this material.
Forward looking statements involve significant elements of
subjective judgments and analyses and changes thereto and/
or consideration of different or additional factors could have a
material impact on the results indicated. Therefore, actual results
may vary, perhaps materially, from the results contained herein.
No representation or warranty is made by Deutsche Bank as
to the reasonableness or completeness of such forward looking
statements or to any other financial information contained herein.
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, you
should rely on the final documentation relating to the transaction
and not the summary contained herein.

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, 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
contrary to law or regulation or which would subject Deutsche
Bank 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.

Kingdom of Bahrain

For Residents of the Kingdom of Bahrain: This document does
not constitute an offer for sale of, or participation in, securities,
derivatives or funds marketed in Bahrain within the meaning
of Bahrain Monetary Agency Regulations. All applications for
investment should be received and any allotments should be made,
in each case from outside of Bahrain. This document has been
prepared for private information purposes of intended investors
only who will be institutions. No invitation shall be made to the
public in the Kingdom of Bahrain and this document will not be
issued, passed to, or made available to the public generally. The
Central Bank (CBB) has not reviewed, nor has it approved, this
document or the marketing of such securities, derivatives or funds
in the Kingdom of Bahrain. Accordingly, the securities, derivatives
or funds may not be offered or sold in Bahrain or to residents thereof
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except as permitted by Bahrain law. The CBB is not responsible for
performance of the securities, derivatives or funds.

State of Kuwait

This document has been sent to you at your own request. This
presentation is not for general circulation to the public in Kuwait.
The Interests have not been licensed for offering in Kuwait by the
Kuwait Capital Markets Authority or any other relevant Kuwaiti
government agency. The offering of the Interests in Kuwait on
the basis a private placement or public offering is, therefore,
restricted in accordance with Decree Law No. 31 of 1990 and the
implementing regulations thereto (as amended) and Law No. 7 of
2010 and the bylaws thereto (as amended). No private or public
offering of the Interests is being made in Kuwait, and no agreement
relating to the sale of the Interests will be concluded in Kuwait. No
marketing or solicitation or inducement activities are being used to
offer or market the Interests in Kuwait.

United Arab Emirates

United Arab Emirates Deutsche Bank AG in the Dubai International
Financial Centre (registered no. 00045) is regulated by the Dubai
Financial Services Authority. Deutsche Bank AG – DIFC Branch may
only undertake the financial services activities that fall within the
scope of its existing DFSA license. Principal place of business in
the DIFC: Dubai International Financial Centre, The Gate Village,
Building 5, PO Box 504902, Dubai, U.A.E. This information has been
distributed by Deutsche Bank AG. Related financial products or
services are only available to Professional Clients, as defined by the
Dubai Financial Services Authority.

State of Qatar

Deutsche Bank AG in the Qatar Financial Centre (registered no.
00032) is regulated by the Qatar Financial Centre Regulatory
Authority. Deutsche Bank AG - QFC Branch may only undertake
the financial services activities that fall within the scope of its
existing QFCRA license. Principal place of business in the QFC:
Qatar Financial Centre, Tower, West Bay, Level 5, PO Box 14928,
Doha, Qatar. This information has been distributed by Deutsche
Bank AG. Related financial products or services are only available
to Business Customers, as defined by the Qatar Financial Centre
Regulatory Authority.

Kingdom of Saudi Arabia

Deutsche Securities Saudi Arabia LLC Company, (registered no.
07073-37) is regulated by the Capital Market Authority. Deutsche
Securities Saudi Arabia may only undertake the financial services
activities that fall within the scope of its existing CMA license.
Principal place of business in Saudi Arabia: King Fahad Road, Al
Olaya District, P.O. Box 301809, Faisaliah Tower – 17th Floor, 11372
Riyadh, Saudi Arabia. This document may not be distributed in
Canada, Japan, the United States of America, or to any U.S. person.
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