MARKET COMMENTARY

KEY INFORMATION ON THE MACROECONOMIC SITUATION - A SUMMARY OF 2023
INTEREST RATES AND INFLATION

We entered the new year with the ongoing hot war in Ukraine caused by Russia, high inflation, tight monetary
policy and concerns about the state and prospects of the global economy. The stabilizing and declining in the
second half of 2023, industrial inflation rates (PPIs) began to impact consumer inflation (CPIs) and one of the
first major signs of optimism was a reversal of the inflation trend and the entry of CPIs onto a downward path.
These declines were faster in economies that did not apply anti-inflation shields. This gave rise to investor
hopes that the cycle of rising interest rates was coming to an end. The decline in pessimism was relatively
short, however, as parts of the US banking sector were hit by rising interest rates, a tightening of monetary
policy and falling US bond prices. The US FED had no mechanism worked, which greatly improved sentiment.
Since the middle of the year, sentiment started to improve, despite worsening real economic data in major
global economies (except the US) and ongoing interest rate hikes by central banks. Such behaviour could be
interpreted as anticipating a shift in monetary policy stance relatively soon and an upcoming phase of the
economic cycle in the form of a disinflationary recovery. But there followed some desynchronisation between
US economic growth and the performance of the rest of the world's major economies. While other economies
experienced economic slowdowns, in the USA monthly and quarterly data improved. This had a positive impact
on the US stock market, which was a driving force for the rest of the world, despite worse (but not very
bad) data from other economies, where we had to do with a “soft landing”. Differences in the dynamics of the
main economic data influenced inflation projections and growth projections and, consequently, central bank
decisions. For example, in the Czech Republic and Poland, the central banks no longer increased interest
rates, communicating a potential end to the cycle of increases and an inclination to start reductions, while the
FED and the ECB continued to raise interest rates. Contrary to expectations, FED actions did not hamper the
US economy, as monetary policy makers anticipated, which in the middle of the year, given the still very good
US consumer situation, slowly dispelled investor expectations of an imminent end to the cycle of rises and of
rapid interest rate cuts as a result. The rising expectations that interest rates would remain high in the US for
a prolonged period of time dampened confidence since the beginning of August, which translated into declines
in equity markets. In Poland, the most important third quarter event was the first interest rate reduction by 75
bps by the Monetary Policy Council in September, which came as a major surprise to the market. Initially, the
market received this decision very negatively, regarding it as a harbinger of greater troubles in the Polish
economy than expected. However, after the inflation data, especially compared to the projection and other
economic figures, confidence improved. The beginning of the last quarter of 2023 in Poland was marked by
another reduction in interest rates, this time by 25 bps, and by the parliamentary election after which the Polish
stock exchange received a clear growth boost. At that time, however, geopolitical tensions came to the fore.

Hamas attacked Israel and a war in the Middle East began. The response of the markets was negative as, in



the context of the Fed’s fears of a repetition of the 1970s inflation scenario and the pressure of this new
situation on the global economy, fears of a tighter monetary policy in the context of weak economic growth
increased. The reversing factor was November’s lower-than-expected reading of US inflation in October. The

end of the year was very good for the stock market.
STOCK INDICES

Throughout 2023, the Polish broad equity WIG index increased by 36.54%. Both large companies and
companies with smaller stock market capitalization contributed to this. Two sectors of the Polish stock
exchange ended 2023 with negative returns, namely the WIG-CHEMIA chemistry index (-4.16%) and the WIG-
SUROWCOWY commodity index (-6.45%). The best sectors were the WIG-BUDOWNICTWO construction
index (86.88%) and the WIG-BANKI (76.94%) banking index, with other sectoral indices rising from 9.23% to
38.07%. At that time, all segments of the Polish market were still very strongly correlated with one another and
returns were very close. The mWIG40 index performed relatively best (39.26%). The sWIG80 and WIG20

indices were at 30.91% and 30.75%, respectively.

The stabilization of inflation levels, good data from the US economy and the prospect of economic slowdown
and of the FED reducing rates facilitated valuations of selected segments of US equity. The technology
share segment was the best performer in the USA. The value of the NASDAQ COMPOSITE index increased
by 43.42% and of the narrower NASDAQ 100 by 53.81%. The slightly broader S&P 500 GROWTH index
increased by 28.35%. The S&P 500 VALUE index increased by 19.77%. Shares from major European stock
exchanges also gave cause for satisfaction. Germany’s DAX grew by 24.28% and CAC40 by 16.52%.

For stock exchanges from the Emerging Markets group, 2023 was a year of positive returns, but not as
successful as for stock exchanges from developed countries. The MSCI Emerging Markets index was 7.04%
higher at the end of 2023 than at the beginning of the year, with the best performance by the Latin American
(MSCI Emerging Markets Latin America +25.11%) and European (MSCI Emerging Markets Europe +25.22%)
stock exchanges. Asia was the worst performer, primarily due to China, with MSCI Emerging Markets Asia
returning 5.57% (MSCI Emerging Markets China: - 13.31%).

BOND MARKET

In Poland last year was a year of falling inflation levels after the highest increases in a decade. CPI inflation
reached 18.4% yly in February and, according to preliminary data, it was 6.1% y/y at the end of December.
This fostered expectations of a change to a less restrictive monetary policy and of the Monetary Policy Council
being more likely to reduce interest rates. Such moments in the economic cycle have historically promoted
yield declines and bond price increases. The first interest rate reduction, which surprised the market, as
interest rates were cut by 75 bps, was in September, followed by 25 bps in October. As a result, interest rates
fell from 6.75% to 5.75% throughout the year.

All this translated into positive reactions of market indicators:

e WIBOR 6M fell from 7.14% to 5.82%
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e the two-year interest rate swap (IRS) rates, pending further interest rate cuts, fell from 6.92% to 4.25%

in September to end the year at 4.92%.

The government bond market responded very positively to this development.

For fixed coupon bonds, yields fell along the entire length of the yield curve. As a result, the increase in value
affected bonds with a wide spectrum of maturities. Due to the sensitivity of bond prices to changes in yields
(the so-called modified duration), long-term bonds grew the most in value. The increase in the value of the
Polish government bond index with maturity ranging from 1 to 3 years amounted to 8.63%, for 3-5-year bonds
to 13.21% and for 7-10-year bonds it amounted to 20.68%.

The prices of variable-rate government bonds also increased as a result of, among other things, a decrease
in the discount margin (i.e. the expected rate of return on a variable-rate security relative to the yield of its

benchmark).

On the domestic corporate bond market, 2023 should also be regarded as a very successful year. The main
factors supporting the market situation included: rapidly declining inflation and the resulting government bond
yields, initially stabilization, and since September the first interest rate cuts, increasing inflows to debt funds,
especially corporate bond funds, growing optimism among investors and consumers about the economic
situation, and improved sentiment of foreign investors towards our region. As regards the situation in particular
industries, it is worth mentioning the very good performance of banks benefiting from high interest rates and a
clear recovery in the real estate market, especially after the introduction of the Safe Loan programme since
July. In the context of increased demand, the activity of corporate bond buyers increased significantly, initially
mainly in the aftermarket and, after summer holidays, also in the primary market. This led to a significant
narrowing of credit margins, which combined with rising government bond prices and still high interest rates
allowed corporate bond funds to achieve the highest returns over the years. The outlook for the next months
is also positive — the economic situation has been improving markedly in recent months, interest rates remain

relatively high and credit spreads, despite a strong decline last year, are still higher against historical values.

Accelerating disinflation impacted the global economy as a whole. However, yield and bond price dynamics
were quite diverse and were more closely linked to monetary policy and concerns that the period of higher
interest rates would last longer than originally assumed. Thus, for most of the time 2023 was a continuation of
declines on the bond markets in countries such as the US, the UK, Germany and Japan. Yield growth
peaked in late October and bond prices began to rise rapidly since then. By a toss of the belt, US 10-year

government bonds ended the year with a positive return.

Higher interest rates, falling US bond prices (rising yields) and general volatility in the debt market also shaped
the emerging market bond market trends. Their prices fluctuated significantly in 2023. The first half of the
year was good, the third quarter was very poor and the end of the year was excellent. Profitability, on average,
declined from 6.95% to 6.19% throughout the year. Bond prices were also affected by the impact of the
fluctuating value of the US dollar on the values of local currencies. The Emerging Market Currency Index

(EMCI) rose at the beginning of the year, decreased again in February and started to follow a lateral trend. On
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the other hand, the end of the year was successful and the entire index ended the year at a level 4.85% higher
as compared to the end of 2022. As a result, investors who had invested in emerging market bonds had

reasons to be satisfied.

In the USD and EUR bond markets, two opposing trends clashed over the first 3 quarters of last year: on the
one hand, government bond yields in the underlying markets rose due to the hawkish rhetoric of the major
central banks (the Fed and the ECB) and, on the other hand, corporate bond credit spreads declined due to
improved investor sentiment, especially in our region (CEE). This resulted in a relatively small but systematic
increase in valuations of Eurobonds in fund portfolios. The situation improved significantly in the fourth
guarter, as yields in the underlying markets fell sharply, which, with still narrowing credit spreads, significantly
supported the pricing of corporate bonds. As a result, hard currency bonds may rank 2023 as a very successful

year.
COMMODITIES

As in 2022, in 2023 commodity prices were affected by geopolitical events. Despite the ongoing war caused
by Russia's aggression against Ukraine, the global supply chain tensions eased and the lower global demand
and deteriorating situation in the manufacturing sector lowered the demand for commodities and, as a result,
their prices decreased, with the Bloomberg Commodity Index very volatile. As a result, the primary fuel
segment ended the year with a decrease of 25.59% (despite the tense situation in the Middle East), the
agricultural goods segment with a decrease of 9.24% and the industrial metals segment with a decrease of
13.72%. The only positive return segment was precious metals, which accounted for 4.11%. As a whole, the

Bloomberg Commodity Index ended the year with a return of -12.55%.

GOLD

After very volatile 2022, the value of gold continued to be highly volatile in 2023. After breaking the $2, 000/0z
level in the second quarter of 2023, it fell again to $1, 800. The rise in geopolitical tensions in the third quarter
of 2023, including the situation in the Middle East, and expectations of the FED reducing interest rates and of
a weaker dollar, again positively impacted to the price of gold. At the end of October, the price again surpassed

$2, 000 per ounce and the year ended at $2, 062.98/0z, which means an increase of 13.10%.

Watch forecasts for 2024
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LEGAL NOTICE

Generali Investments Towarzystwo Funduszy Inwestycyjnych S.A. (the “Company”) operates under decision of the
Securities and Exchange Commission (currently: Polish Financial Supervision Authority) of 1 June 1995, decision no.
KPW-4073-1\95 and provides agency services in respect of sale and repurchase of fund units. The Company has its
registered office in Warsaw at the following address: ul. Senatorska 18, 00-082 Warszawa, and it has been entered in the
register of entrepreneurs kept by the Register Court for the capital city of Warsaw, 12" Commercial Division, under KRS
number: 50329, tax identification number (NIP): 527-10-24-937, share capital: PLN 21,687,900.00 (paid up in full).

The information provided herein is for marketing, promotional, and general informational purposes only and it does not
constitute an agreement or information required by law. The information provided herein is not sufficient to make an
investment decision and assess risks associated with investing in mutual funds. Before making final investment decisions,
please first read the Key Information Document (KID) or the Alternative Investment Fund Client Information Document,
and the Prospectus to learn more about the investment policy, risk factors, investment fund unit disposal, unit holder rights,
fund fees, and applicable taxes. You may find them in our office or on our website: www.generali-investments.pl. Navigate
to “documents”:https://www.generali-investments.pl/contents/pl/klient-indywidualny/dokumenty, and then go to one of the
following tabs: “Funds’ Prospectuses,” “KID,” “Documents and Terms and Conditions.” All documents are in Polish.

Individual sub-funds’ investment risks are described in sections “Description of risks associated with investing in Sub-fund
Units, including risks pertaining to the adopted investment policy of the Sub-fund,” and “Description of investment risks
associated with holding units in a Sub-fund.” Unit holders’ rights are specified in the Prospectus in section “Concise
description of Unit Holders’ rights.”

Neither the Company nor the investment funds guarantee that investment goals will be achieved. By investing in mutual
funds, you purchase units (shares in these investment funds) and not the underlying assets invested by the fund. No
investment is risk-free. Unit holders need to be prepared for a possible decrease in or a loss of money invested.The
individual return on investment is not the same as the sub-fund’s investment performance and it depends on the value of
the unit at the time of its sale and repurchase by the fund, as well as on fund fees and taxes applicable to the income
earned on the investment. Taxation depends on the client’s situation and it may change in the future.

The presented financial information relates to a specific past period and the results achieved in the past do not guarantee
returns on future investments. The result will differ depending on the market situation and period for which the investment
is held. The presented results are exclusive of a given sub-fund’s fees and taxes.

The information provided herein does not represent an offer as defined in Article 66 of the Polish Civil Code, an investment
advisory service or a recommendation on financial instruments, and it does not constitute information recommending or
suggesting an investment strategy or an investment recommendation referred to in Articles 3(1)(34) and 3(1)(35) of
Regulation (EU) No. 596/2014 of the European Parliament and of the Council on market abuse.

Depending on the adopted investment policy, sub-funds may invest assets in securities, money market instruments, and
other investment categories; additionally, given the composition of the portfolio and the adopted management strategy, the
unit value may be subject to moderate, high or very high volatility. High volatility of the net asset value of: Generali Akcje
Matych i Srednich Spétek, Generali Akcje Value, Generali Akcji Rynkéw Wschodzacych, Generali Korona Akcje, Generali
Korona Zréwnowazony, Generali Stabilny Wzrost, Generali Surowcow, Generali Akcji: Megatrendy in Generali
FunduszeFIO and Generali Obligacje Aktywny, Generali Obligacje Globalne Rynki Wschodzgce, Generali Ztota, Generali
Euro, Generali Akcji Ekologicznych Globalny, Generali Akcji Europejskich, Generali Akcji Ekologicznych Europejski in
Generali FunduszeSFIO.

There is a possibility to invest more than 35% of the asset value of Generali Korona Dochodowy, Generali Akcji:
Megatrendy, Generali Korona Obligacje, Generali Stabilny Wzrost, Generali Korona Zréwnowazony, Generali Zfota,
Generali Aktywny Dochodowy, SGB Dtuzny, Generali Akcji Europejskich, Generali Akcji Ekologicznych Globalny in
securities issued, backed or guaranteed by the Polish Treasury or the National Bank of Poland, and in the case of Generali
Dolar, Generali Konserwatywny, Generali Surowcéw, Generali Akcji: Megatrendy and Generali Oszczednosciowy also in
securities issued, backed or guaranteed by: Australia, Austria, Belgium, Bulgaria, Canada, Cyprus, Czech Republic,
Denmark, Estonia, Finland, France, Germany, Great Britain, Greece, Hungary, Ireland, Iceland, Italy, Japan, Latvia,
Lithuania, Luxembourg, Malta, Mexico, the Netherlands, New Zealand, Norway, Poland, Portugal, Romania, Slovakia,
Slovenia, South Korea, Spain, Sweden, Switzerland, Turkey, United States of America, and the European Investment Bank
and the World Bank (the International Bank for Reconstruction and Development).
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The document has been prepared by the Company with due diligence and to the best of its knowledge, and it is based on
the author’s opinion as at the publication date and then applicable legal, tax and factual situation; the document may be
amended without prior notice. Own and publicly available sources were used as references (www.generali-investments.pl).
The Company assumes no liability for any adverse effects the use of the content hereof might have. The Company is the
sole owner of any copyrights hereto. This document, or any part hereof, may not be copied, published or otherwise
disseminated without the Company’s prior consent.

This document was prepared as at 22 March 2024 and it shall be effective until updated.
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