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THE S&P 500 SHOWS ONLY HALF OF THE FEAR

The extent to which investor confidence suffered in 2018 is reflected more clearly in the
price-to-earnings ratio than in the S&P 500 itself.

The price-to-earnings (P/E) ratio is a popular, albeit not per-
fect, indicator for stock valuation. In a previous Chart of the
Week, we called the P/E ratio the hotdog of stock valuation:
even though everyone knows there are more elegant, mod-
ern and balanced alternatives, it remains everybody's dar-
ling.

2018 was a remarkable year for U.S. equities and for their
average P/E ratio. It started very promising with a big leap
in the S&P 500, reflecting the two factors that have been
driving the index since 2012: rising corporate earnings and
higher P/Es. Earnings as calculated for "one unit" of the
S&P 500 rose from 123 to 146 U.S. dollars in 2018, but the
P/E ratio fell significantly during the course of 2018. Calcu-
lated on the basis of the profits of the past twelve months, it
fell from its peak of 23 in January to now just over 17. Alt-
hough the tax package played a role in January's peak —
prices rose in anticipation of higher net profits, which only

materialized at the end of the first quarter — the loss of con-
fidence remains considerable. Investors are even paying a
significantly lower multiple for profit today than in Septem-
ber 2016, i.e. before the U.S. presidential election. This may
be due to the more mature cycle and doubts about the sus-
tainability of record profit margins. However, we also see
considerable market doubts about the sustainability of the
White House's economic and foreign policy.

The P/E ratio is now almost exactly in line with the average
of past decades, as our Chart of the Week shows. This is
not yet a reason for euphoria and does not mean much for
the short-term market outlook. Thomas Bucher, Equity
Strategist at DWS, emphasizes that the valuation today
unfortunately says very little about tomorrow's share-price
performance. Only when the forecast horizon is significantly
extended does the P/E ratio become more meaningful.
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Sources: Bloomberg Finance L.P., DWS Investment GmbH as of 12/28/18
* Calculated based on last twelve months' earnings.

All opinions and claims are based upon data on 12/28/18 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. DWS Investment GmbH
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GLOSSARY

Margin
Margin describes borrowed money that is used to purchase
securities.

Price-to-earnings (P/E) ratio or multiple
The price-to-earnings (P/E) ratio compares a company's current
share price to its earnings per share.

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

All articles are available on https://go.dws.com/cio-view-articles

Valuation
Valuation attempts to quantify the attractiveness of an asset,
for example through looking at a firm’s stock price in relation to its
earnings.

White House
The White House is the official residence and principal workplace of
the President of the United States.
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IMPORTANT INFORMATION: EMEA
The following document is intended as marketing communication.

DWS is the brand name under which DWS Group GmbH & Co. KGaA and its subsidiaries operate their business activities. Clients will be provided DWS prod-
ucts or services by one or more legal entities that will be identified to clients pursuant to the contracts, agreements, offering materials or other documentation
relevant to such products or services.

The information contained in this document does not constitute investment advice.
All statements of opinion reflect the current assessment of DWS Investment GmbH and are subject to change without notice.

Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical performance analysis,
therefore actual results may vary, perhaps materially, from the results contained here.

Past performance, [actual or simulated], is not a reliable indication of future performance.

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This marketing communication is
neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading prior to the publication of financial analyses.

This document and the information contained herein may only be distributed and published in jurisdictions in which such distribution and publication is permissi-
ble in accordance with applicable law in those jurisdictions. Direct or indirect distribution of this document is prohibited in the USA as well as to or for the account
of US persons and persons residing in the USA.

DWS Investment GmbH. As of: 03.01.2019

IMPORTANT INFORMATION: UK

Issued in the UK by Deutsche Asset Management (UK) Limited. Deutsche Asset Management (UK) Limited is authorised and regulated by the Financial
Conduct Authority.

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS brand are specified in
the respective contracts, sales materials and other product information documents. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and
its officers and employees (collectively “DWS") are communicating this document in good 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 purpos-
es. Itis 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 DWS 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 DWS, 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, chang-
es 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. 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 inaccu-
rate.

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding the tax conse-
guences on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS. The relevant tax laws or regula-
tions of the tax authorities may change at any time. DWS is not responsible for and has no obligation with respect to any tax implications on the investment
suggested.

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 Insurance Corporation ("FDIC*), and are not guaran-
teed 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.
DWS 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 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. For-
ward 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 repre-
sentation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements or to any other financial information con-
tained in this document.

DWS 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, DWS faces actual and potential Conflicts of Interest periodically. DWS'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 firm are respon-
sible for ensuring that the firm’s systems, controls and procedures are adequate to identify and manage Conflicts of Interest.

DWS 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. Fi-
nancial Services Regjistration Number 429806.

This document may not be distributed in Canada, Japan, the United States of America, or to any U.S. person
© Deutsche Asset Management (UK) Limited 2019. All information as of January 2019 unless otherwise stated.
Publisher: DWS Investment GmbH, Mainzer LandstraRe 11-17, 60329 Frankfurt am Main, Germany
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HONG KONG

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in
relation to the investments contained herein. If you are in any doubt about any of the contents of this document, you should obtain inde-
pendent professional advice. This document has not been approved by the Securities and Futures Commission in Hong Kong nor has a
copy of this document been registered by the Registrar of Companies in Hong Kong and, accordingly, (a) the investments (except for invest-
ments which are a “structured product” as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (the
“SFO™)) may not be offered or sold in Hong Kong by means of this document or any other document other than to “professional investors”
within the meaning of the SFO and any rules made thereunder, or in other circumstances which do not result in the document being a
“prospectus” as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong)
(“CQO”) or which do not constitute an offer to the public within the meaning of the CO and (b) no person shall issue or possess for the purpos-
es of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to the investments which is directed at,
or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the securities laws
of Hong Kong) other than with respect to the investments which are or are intended to be disposed of only to persons outside Hong Kong or
only to “professional investors” within the meaning of the SFO and any rules made thereunder.

SINGAPORE

Singapore Interests in the funds mentioned herein are not allowed to be made to the public or any members of the public in Singapore other
than (i) to an institutional investor under Section 274 or 304 of the Securities and Futures Act (Cap 289) (“SFA*), as the case may be, (ii) to
a relevant person (which includes an Accredited Investor) pursuant to Section 275 or 305 and in accordance with other conditions specified
in Section 275 or 305 respectively of the SFA, as the case may be, or (iii) otherwise pursuant to, and in accordance with the conditions of,
any other applicable provision of the SFA.

IMPORTANT INFORMATION: APAC

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS
brand are specified in the respective contracts, sales materials and other product information documents. DWS Group GmbH & Co. KGaA,
its affiliated companies and its officers and employees (collectively “DWS Group”) 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 DWS Group, 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, rec-
ommendation or solicitation to conclude a transaction and should not be treated as giving investment advice.

DWS Group does not give tax or legal advice. Investors should seek advice from their own tax experts and lawyers, in considering invest-
ments and strategies suggested by DWS Group. Investments with DWS Group are not guaranteed, unless specified.

Investments are subject to various risks, 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. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. The terms of
any investment will be exclusively subject to the detailed provisions, including risk considerations, contained in the offering documents.
When making an investment decision, you should rely on the final documentation relating to the transaction and not the summary contained
herein. Past performance is no guarantee of current or future performance. Nothing contained herein shall constitute any representation or
warranty as to future performance.

Although the information herein has been obtained from sources believed to be reliable, DWS Group does not guarantee its accuracy, com-
pleteness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and estimates may be changed without
notice and involve a number of assumptions which may not prove valid. All third party data (such as MSCI, S&P, Dow Jones, FTSE, Bank of
America Merrill Lynch, Factset & Bloomberg) are copyrighted by and proprietary to the provider. DWS Group or persons associated with it
(“Associated Persons”) may (i) maintain a long or short position in securities referred to herein, or in related futures or options, and (ii) pur-
chase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation.

The document was not produced, reviewed or edited by any research department within Deutsche Bank and is not investment research.
Therefore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opin-
ions expressed by other Deutsche Bank departments including research departments. This document may contain forward looking state-
ments. 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 for-
ward looking statements or to any other financial information contained herein.

This document may not be reproduced or circulated without DWS Group’s 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 con-

trary to law or regulation or which would subject DWS Group 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.

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 DWS Group.

© 2019 Deutsche Asset Management (Asia) Limited
Publisher: DWS Investment GmbH, Mainzer Landstrale 11-17, 60329 Frankfurt am Main, Germany

All articles are available on https://go.dws.com/cio-view-articles CRC 063673 (01/2019) |4



