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Key takeaways

« After 8 continuous years of positive returns, Indian equities
have been a top performer in 2024 as well, with the MSCI
India Index (up 18.5% YTD) sharply outperforming the MSCI
EM Index (up 6.8% YTD).

» This stellar performance has been powered by robust
earnings growth, but even more by a massive P/E rerating
led by rising domestic inflows.

» Consequently, valuations have soared and with slowing
earnings momentum, we may witness a period of
consolidation and choppy returns. However, the longer-term
story remains intact, particularly for the large-cap segment
of the market, of favourable risk-adjusted gains.

Introduction

Indian equity investors have seen a super normal period of
returns, as the bellwether Nifty 50 Index, delivered an eighth
consecutive year of positive returns in 2023. As 2024
unfolded, India again emerged as one of the top-performing
equity markets globally. The MSCI India Index has surged by
18.5%, significantly outpacing the MSCI Emerging Markets
Index, which rose by 6.8%, both year-to-date. The most
frequent question on investors’ minds remains whether this
rally will continue? And, if so, in what shape or form.

Past returns have been driven by a combination of strong
corporate earnings growth and a surge in liquidity from
domestic investors, a phenomenon that’s emanating from the
financialisation of savings.

Figure 1: EBITDA growth takes a dive!
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Source: Bloomberg, Deutsche Bank AG, Data as of August 16, 2024.

India: Slowing
earnings growth
and full
valuations prompt
caution

These factors have kept the market buoyant, and without
any major correction, since the pandemic outbreak. For the
rally to continue, the same pillars would need to remain in
place - double-digit earnings growth justifying premium
valuations, steady domestic flows, and positive economic
sentiment. We dive deeper into corporate earnings for the
June quarter 2024 (i.e. Q1 FY2024-25), to decipher trends,
look at valuations and also assess the status of domestic
flows. We conclude by analysing a number of market
indicators to gauge sentiment direction.

First pillar — Corporate earnings growth

In the first quarter of FY24-25, the broader market,
represented by the Nifty 200 index constituents, saw its
operating profit growth slow to a seven-quarter low of 3%.
(Figure 1). Within the Nifty 200 index cyclical sectors such
as real estate, industrials, consumer discretionary (retail)
and metals were among the top performers. However,
communication services shows the highest growth due to
telcos posting high growth from a low base. Furthermore,
the telecom sector is likely to experience a positive shift due
to recent tariff hikes. While consumer staples saw a boost
from reviving rural demand, on the flip side, the energy
sector dragged down earnings with a significant 42% year-
over-year decline on commodity price deflation.

Looking ahead, consensus forecasts project a moderation in
earnings growth to 10% in FY25 (Apr'24 — Mar'25) from
18% in FY24. Quarterly data shows that EPS growth
softened from above 20% during the past financial year
(Figure 2). Sectors expected to drive growth include
industrials — benefiting largely from government capex
spending.

Figure 2: EPS growth declining
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Additionally, a good monsoon, easing inflation, and the Figure 4: Midcaps and small caps trading at
upcoming festive season are likely to sustain the revival in rural Iofty valuations

demand - benefiting the consumer staples sector. Despite the
overall high valuation of the Indian market, the financial sector
is trading at a notable discount to its historical average (Figure
3). Banks are enjoying historically low net NPAs and robust
credit growth of 15-16%, though the slowing of deposit growth
remains a concern. Banks are also focusing on improving 39.48
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The broad-based stellar performance of Indian equities in 2024
came with a caveat - elevated valuations. In fact, in 2024 the
Nifty Midcap 100 Index and Nifty Small cap 250 surged by )

23.9% and 22.8% respectively, outpacing the Nifty 50's 12.1% gg;ze' Bloomberg, Deutsche Bank AG, Data as of August 16,
rise. In valuation terms, the Nifty 50's price-to-earnings (P/E)

ratio for the next 12 months is projected at 22.39x, only slightly

above its five-year average of 21.47x. In stark contrast, the Figure 5: PEG ratio 3x above 5Y average
Midcap and Smallcap Index traded at a lofty P/E of 39.48x and

25.57x respectively (Figure 4).

e Nifty small cap 250 : P/E

Mid and small-cap stocks usually trade at a discount to their 6
larger peers, primarily because large companies have resilient 5
business models and can achieve economies of scale due to 4
their size. Nevertheless, the current high premiums suggest 3
that the broader market is priced optimistically, leaving little 2
room for any earnings disappointments. 1

0

In this regard, let’s explore the PEG ratio, the price-to-earnings

ratio in relation to the earnings growth rate. The PEG ratio -1

(Price/Earnings to Growth) for the Nifty 200 index is over 3 -2

(Figure 5), which is 3.4 times higher than its 5-year average. -3
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five-year average of 14%. Despite this, the price-to-earnings

ratio remains above 25x, keeping the PEG ratio above 3. Nifty 200 : Price to growth ratio 5 year average

Source: Bloomberg, Deutsche Bank AG, Data as of August 16,
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Source: Bloomberg, Deutsche Bank AG, Data as of August 16, 2024.
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Second pillar — Rise of the domestic investor

The aftermath of the COVID-19 pandemic brought about a
significant and sustained change in the behaviour of
domestic investors. During lockdowns, people could save
more while fixed income yields plummeted, as the Reserve
Bank of India lowered interest rates to support the
economy. This environment set the stage for the rise of the
monthly Systematic Investment Plan (SIP) flows into Indian
equity funds. Since 2020, monthly SIP investments have
witnessed a CAGR of 23%, highlighting a structural shift in
household savings towards equities in India. In July alone,
the inflows to domestic markets only via SIPs hit a record
high of USD2.79bn (Figure 6). Despite this growth,
domestic household exposure to equities remains relatively
low at 7% of financial assets, compared to an average of
30% in other major emerging markets.

Figure 6: Titans of bull market — Domestic
investors
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Figure 7: Sectoral funds continues to be the
choice of investors
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Within equity-oriented inflows, domestic investors have shown
a clear preference for sectoral funds and mid/small cap funds.
Inflows into sectoral funds have constituted more than 40% of
overall inflows (Figure 7), thanks to a slew of sector-specific
and thematic offerings. Meanwhile, mid and small cap funds
have been riding high on the wave of impressive returns in
2023, making the retail investor skew flows in their favour.

Historically, the performance of India’s equity market was
significantly influenced by foreign investors’ flows. However,
this role is slowly but surely waning — mainly due to the sheer
size of domestic flows. According to the National Stock
Exchange, the India ownership tracker for the June quarter
indicates that foreign investor ownership is at 12-year low - of
some 17.5%. Since the start of 2024, foreign investors have
contributed a mere USD1.5bn whereas domestic investors
have injected over USD24bn into Indian equities (Figure 8).
This shift marks a significant change in the dynamics of the
Indian equity market, with domestic investors playing an
increasingly influential role.

Figure 8: Domestic Bulls, Foreign Bears: A
Market Dichotomy
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Source: Bloomberg, Deutsche Bank AG, Data as of August 16, 2024.

Diving into market sentiment

The Advance Decline Ratio (ADR) gauges the market's
breadth by comparing the number of rising stocks with those
that are falling. When the ADR falls below 1, it signals a weak
market dominated by declining stocks. Recently, the ADR for
the Nifty 200 has plummeted from a robust 8 to below 1
(Figure 9), indicating a weak market with more declining
stocks.

Another market sentiment indicator is the percentage of
companies trading above their 52-week high, a metric that
reflects market breadth. A higher number of stocks near their
52-week high typically signals strong momentum. However,
for the Nifty 200, this figure has sharply declined from 17% at
the end of July 2024 to a mere 7% (Figure 10). This significant
drop suggests a broad-based weakening in market sentiment
and momentum, indicating that fewer stocks are maintaining
their peak performance levels.

In Europe, Middle East and Africa as well as in Asia Pacific this material is considered marketing material, but this is not the case in the U.S. No assurance can be given
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Figure 9: Market Mood Swing: ADR Ratio Conclusion

pIunges The Indian economy’s growth narrative remains very much
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Glossary

The NSE 200 or Nifty 200 is a benchmark Indian stock market index that represents the market-cap weighted average of 200 of the

largest Indian companies listed on the National Stock Exchange.

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

Price/earnings (P/E) ratios measure a company's current share price relative to its per-share earnings.

Price/book value (P/BV) compares a firm's market capitalization to its book value.

Price/earnings to growth ratio (PEG ratio) is a stock's price-to-earnings (P/E) ratio divided by the growth rate of its earnings for a
specified time period. The PEG ratio is used to determine a stock's value while also factoring in the company's expected earnings
growth.

USD is the currency code for the U.S. Dollar.

INR is the currency code for the Indian Rupee.

The MSCI Emerging Market (EM) Index is a stock market index that captures large- and mid-cap companies across 27 emerging

market countries.
FPI stands for foreign portfolio investor.

DIl stands for domestic institutional investor.

In Europe, Middle East and Africa as well as in Asia Pacific this material is considered marketing material, but this is not the case in the U.S. No assurance can be given
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Historical performance

Performance 23.8.2019 - 22.8.2020 - 22.8.2021 - 22.8.2022 - 22.8.2023 -
22.8.2020 22.8.2021 22.8.2022 22.8.2023 21.8.2024

MSCI India 5.17% 45.91% 0.45% 4.22% 37.52%
MSCI EM 15.94% 14.62% -16.80% 0.52% 17.58%
Nifty 50 1.88% 48.15% -0.46% 7.89% 27.53%
Nifty 200 1.72% 48.51% -0.97% 6.88% 34.61%
Nifty Midcap 100 4.56% 66.39% 2.04% 22.18% 49.58%
Nifty Smallcap 250 6.30% 82.40% -4.54% 23.70% 52.49%

Source: LSEG Datastream, Deutsche Bank AG. Data as of August 21, 2024.
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amount originally invested at any point in time. Your capital may be at risk.
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This document and all information included herein are provided “as is”, “as available” and no representation or warranty of any kind, express, implied or statutory, is
made by Deutsche Bank regarding any statement or information contained herein or in conjunction with this document. To the extent permissible under applicable laws
and regulations, we are making no representation as to the profitability of any financial instrument or economic measure. All opinions, market prices, estimates, forward
looking statements, hypothetical statements, forecast returns or other opinions leading to financial conclusions contained herein reflect Deutsche Bank's subjective
judgment as of the date of this document. Without limitation, Deutsche Bank does not warrant the accuracy, adequacy, completeness, reliability, timeliness or availability
of this communication or any information in this document and expressly disclaims liability for errors or omissions herein. 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.

Unless otherwise indicated in this document, all statements of opinion reflect the current assessment of Deutsche Bank, which may change at any time. Deutsche Bank
does not assume any obligation to either update the information contained in this document or inform investors about available updated information. The information
contained in this document is subject to change without notice and based on a number of assumptions, estimates, opinions and hypothetical models or analyses which —
although, From the Bank’s current point of view are based on adequate information — may not prove valid or turnout in the future to be accurate or correct and may be
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that Deutsche Bank considers trustworthy and reliable, Deutsche Bank does not guarantee the completeness, fairness, or accuracy of the information and it should not
be relied upon as such. This document may provide, for your convenience, references to websites and other external sources. Deutsche Bank takes no responsibility for
their content and their content does not form any part of this document. Accessing such external sources is at your own risk.

To the extent permissible under applicable laws and regulations, this document is for discussion purposes only and is not intended to create any legally binding
obligations on Deutsche Bank and Deutsche Bank is not acting as your financial advisor or in a fiduciary capacity unless otherwise expressly agreed by Deutsche Bank in
writing. Before making an investment decision, investors need to consider, with or without the assistance of a financial professional, whether any investments and
strategies described or provided by Deutsche Bank, are appropriate, in light of the investor’s particular investment needs, objectives, financial circumstances, the
possible risks and benefits of such investment decision. When making an investment decision, potential investors should not rely on this document but only on what is
contained in the final offering documentation relating to the investment. As a global financial services provider, Deutsche Bank from time to time faces actual and
potential conflicts of interest. Deutsche Bank's policy is to take all appropriate steps to maintain and operate effective organisational and administrative arrangements to
identify and manage such conflicts. Senior management within Deutsche Bank are responsible for ensuring that Deutsche Bank’s systems, controls and procedures are
adequate to identify and manage conflicts of interest. Deutsche Bank does not give tax or legal advice, including in this document, and nothing in this document should
be interpreted as Deutsche Bank providing any person with any investment advice. Investors should seek advice from their own tax experts, lawyers, and investment
advisers in considering investments and strategies described by Deutsche Bank. Unless notified to the contrary in a particular case, investment instruments are not
insured by any governmental entity, not subject to deposit protection schemes and not guaranteed, including by Deutsche Bank. This document may not be reproduced
or circulated without Deutsche Bank's express written authorisation. Deutsche Bank expressly prohibits the distribution and transfer of this material to third parties.
Deutsche Bank accepts no liability whatsoever arising from the use or distribution of this material or for any action taken or decision made in respect of investments
mentioned in this document which the investor may have made or may make in the future.

The manner of circulation and distribution of this document may be restricted by law or regulation in certain countries, including, without limitation, 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 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. 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, warranty, or prediction as to
future performance. Further information is available upon investor’s request.

Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”) incorporated under the laws of the Federal Republic of Germany with its head office in Frankfurt am
Main. It is registered with the district court (“Amtsgericht”) in Frankfurt am Main under number HRB 30 000and licensed to carry out banking business and to provide
financial services. Supervisory authorities are the European Central Bank (“ECB"), Sonnemannstrasse 22, 60314 Frankfurt am Main, Germany (www.ecb.europa.eu) and
the German Federal Financial Supervisory Authority (“Bundesanstalt fiir Finanzdienstleistungsaufsicht” or “BaFin”), Grauheindorfer Strasse 108, 53117 Bonn and Marie-
Curie-Strasse24-28, 60439 Frankfurt am Main(www.bafin.de), and by the German Central Bank (“Deutsche Bundesbank”), Wilhelm-Epstein-Strasse 14, 60431 Frankfurt
am Main (www.bundesbank.de).

This document has neither been submitted to nor reviewed or approved by any of the above or below mentioned supervisory authorities.
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or the marketing of such securities, derivatives or funds in the Kingdom of Bahrain.
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This document does not constitute or form a part of any offer, solicitation or promotion in South Africa. This document has not been filed with, reviewed or approved by
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of the Republic of South Africa.
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This document has been distributed in Belgium by Deutsche Bank AG acting though its Brussels Branch. Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”)
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Brussels and is registered under number VAT BE 0418.371.094, RPM/RPR Brussels. Further details are available on request or can be found at www.deutschebank.be.
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This document is a financial promotion as defined in Section 21 of the Financial Services and Markets Act 2000 and is approved by and communicated to you by DB UK
Bank Limited. DB UK Bank Limited is a member of the Deutsche Bank group and is registered.at Company House in England & Wales with company number 315841
with its registered Office: 21 Moorfields, London, United Kingdom, EC2Y 9DB. DB UK Bank Limited is authorised by the Prudential Regulation Authority and is regulated
by the Financial Conduct Authority and the Prudential Regulation Authority. DB UK Bank Limited’s Financial Services Registration Number is 140848.

Deutsche Bank Aktiengesellschaft is incorporated in the Federal Republic of Germany and its members' liability is limited.
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have a negative impact on the purchasing power of this nominal monetary value. Depending on the current level of inflation, this may lead to a real loss in value, even if 8
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For Residents of Hong Kong

This material is intended for: Professional Investors in Hong Kong. Furthermore, this material is provided to addressee only, further distribution of this material is strictly
prohibited. This document and its contents are provided for information only. Nothing in this document is intended to be an offer of any investment or a solicitation or
recommendation to buy or to sell an investment and should not be interpreted or construed as an offer, solicitation, or recommendation.

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 any). If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.

This document has not been approved by the Securities and Futures Commission in Hong Kong ("SFC"), nor has a copy of this document been registered by the
Registrar of Companies in Hong Kong, unless specified otherwise. The investments contained herein may or may not be authorised by the SFC. The investments may not
be offered or sold in Hong Kong, by means of any document, other than (i) to “professional investors” as defined in the Securities and Futures Ordinance (Cap. 571 of the
Laws of Hong Kong) (“SFO”) and any rules made under the SFO, or (ii) 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)(the “C(WUMP)Q") or which do not constitute an offer to the
public within the meaning of the C(WUMP)O. No person shall issue or possess for the purposes 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 of Hong Kong (except if
permitted to do so under the securities laws of Hong Kong) other than with respect to investments which are or are intended to be disposed of only to persons outside
Hong Kong or only to “professional investors” as defined in the SFO and any rules made under the SFO.

For Residents of Singapore
This material is intended for: Accredited Investors / Institutional Investors in Singapore. Furthermore, this material is provided to addressee only, further distribution of
this material is strictly prohibited.

For Residents of the United States of America

In the United States, brokerage services are offered through Deutsche Bank Securities Inc., a broker-dealer and registered investment adviser, which conducts securities
activities in the United States. Deutsche Bank Securities Inc. is a member of FINRA, NYSE and SIPC. Banking and lending services are offered through Deutsche Bank
Trust Company Americas, member FDIC, and other members of the Deutsche Bank Group. In respect of the United States, see earlier statements made in this
document. Deutsche Bank makes no representations or warranties that the information contained herein is appropriate or available for use in countries outside of the
United States, or that services discussed in this document are available or appropriate for sale or use in all jurisdictions, or by all counterparties. Unless registered,
licensed as otherwise may be permissible in accordance with applicable law, none of Deutsche Bank or its affiliates is offering any services in the United States or that
are designed to attract US persons (as such term is defined under Regulation S of the United States Securities Act of 1933, as amended).This United States-specific
disclaimer will be governed by and construed in accordance with the laws of the State of Delaware, without regard to any conflicts of law provisions that would mandate
the application of the law of another jurisdiction.

For Residents of Germany

This information is advertising. The texts do not meet all legal requirements to ensure the impartiality of investment and investment strategy recommendations or
financial analyses. There is no prohibition for the compiler or for the company responsible for the compilation to trade with the respective financial instruments before or
after the publication of these documents.

General information on financial instruments is contained in the brochures "Basic Information on Securities and Other Investments", "Basic Information on Financial
Derivatives", "Basic Information on Forward Transactions" and the information sheet "Risks in Forward Transactions", which the customer can request from the Bank free
of charge.

Past performance or simulated performance is not a reliable indicator of future performance.

For Residents of India

The investments mentioned in this document are not being offered to the Indian public for sale or subscription. This document is not registered and/or approved by the
Securities and Exchange Board of India, the Reserve Bank of India, or any other governmental/ regulatory authority in India. This document is not and should not be
deemed to be a “prospectus” as defined under the provisions of the Companies Act, 2013 (18 of 2013) and the same shall not be filed with any regulatory authority in
India. Pursuant to the Foreign Exchange Management Act, 1999 and the regulations issued there under, any investor resident in India may be required to obtain prior
special permission of the Reserve Bank of India before making investments outside of India including any investments mentioned in this document.

For Residents of Italy

This report is distributed in Italy by Deutsche Bank S.p.A., a bank incorporated and registered under ltalian law subject to the supervision and control of Banca d'ltalia
and CONSOB. Its registered office is located at Piazza del Calendario 3 — 20126 Milan (Italy) and is registered with the Chamber of Commerce of Milan, VAT and fiscal
code number 001340740156, part of the interbank fund of deposits protection, enrolled in the Bank Register and the head of Deutsche Bank Banking Group, enrolled in
the register of the Banking Groups pursuant to Legislative Decree September 1st, 1993 n. 385 and subject to the direction and coordination activity of Deutsche Bank
AG, Frankfurt am Main (Germany).

For Residents of Luxembourg

This report is distributed in Luxembourg by Deutsche Bank Luxembourg S.A., a bank incorporated under the laws of the Grand Duchy of Luxembourg in the form of a
public limited company (Société Anonyme), subject to the supervision and control of the European Central Bank (“ECB”) and Commission de Surveillance du Secteur
Financier ("CSSF"). Its registered office is located at 2, boulevard Konrad Adenauer, 1115 Luxembourg, Grand Duchy of Luxembourg and is registered with Luxembourg
Registre de Commerce et des Sociétés (“RCS”) under number B 9.164 .

For Residents of Spain

Deutsche Bank, Sociedad Anénima Espafiola Unipersonal is a credit institution regulated by the Bank of Spain and the CNMV and registered in their respective Official
Registries under the Code 019. Deutsche Bank, Sociedad Anénima Espafiola Unipersonal may only undertake the financial services and banking activities that fall within
the scope of its existing license. The principal place of business in Spain is located in Paseo de la Castellana number 18, 28046 — Madrid. Registered in the Mercantile
Registry of Madrid, Volume 28100, Book 0, Folio 1, Section 8, Sheet M506294, Registration 2. NIF: AOB000614. This information has been distributed by Deutsche Bank,
Sociedad Anénima Espafiola Unipersonal.

For Residents of Portugal

Deutsche Bank AG, Portugal Branch is a credit institution regulated by the Bank of Portugal and the Portuguese Securities Commission (“CMVM”), registered with
numbers 43 and 349, respectively and with commercial registry number 980459079. Deutsche Bank AG, Portugal Branch may only undertake the financial services and
banking activities that fall within the scope of its existing license. The registered address is Rua Castilho, 20, 1250-069 Lisbon, Portugal.

In Europe, Middle East and Africa as well as in Asia Pacific this material is considered marketing material, but this is not the case in the U.S. No assurance can be given
that any forecast or target can be achieved. Forecasts are based on assumptions, estimates, opinions and hypothetical models which may prove to be incorrect. Past
performance is not indicative of future returns. Performance refers to a nominal value based on price gains/losses and does not take into account inflation. Inflation will
have a negative impact on the purchasing power of this nominal monetary value. Depending on the current level of inflation, this may lead to a real loss in value, even if 9
the nominal performance of the investment is positive. Investments come with risk. 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. Your capital may be at risk.
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For Residents of Austria

This document is distributed by Deutsche Bank AG Vienna Branch, registered in the commercial register of the Vienna Commercial Court under number FN
140266z.Deutsche Bank AG's Vienna branch is also supervised by the Austrian Financial Market Authority (FMA), Otto-Wagner-Platz 5, 1090 Vienna. This document has
neither been submitted to nor approved by the aforementioned supervisory authorities.

For Residents of the Netherlands

This document is distributed by Deutsche Bank AG, Amsterdam Branch, with registered address at De entree 195 (1101 HE) in Amsterdam, the Netherlands, and
registered in the Netherlands trade register under number 33304583 and in the register within the meaning of Section 1:107 of the Netherlands Financial Supervision
Act (Wet op het financieel toezicht). This register can be consulted through www.dnb.nl.

For Residents of France

Deutsche Bank AG is an authorised credit institution, subject to the overall supervision of the European Central Bank and BaFin, the German Federal Financial
Supervisory Authority. Its various branches are locally supervised, for certain activities, by the competent banking authorities, such as the Prudential Control and
Resolution Authority (Autorité de Controle Prudentiel de Résolution, “ACPR") and the Financial Markets Authority (Autorité des Marchés Financiers, “ AMF") in France.

Any reproduction, representation, distribution or redistribution, in whole or in part, of the contents of this document in any medium or by any process whatsoever, as well
as any sale, resale, retransmission or making available to third parties in any manner whatsoever, is prohibited. This document may not be reproduced or distributed
without our written permission.

© 2024 Deutsche Bank AG. All rights reserved.
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