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Several central banks have started to record financial losses as interest rates
normalise rapidly following a decade of unconventional monetary policies and
balance sheet expansion. Central banks’ losses are likely to increase further as
the gap widens between the interest rate they pay on bank deposits and the
return they get on the assets they hold.

Monetary policy has always had a fiscal dimension. Central banks have
generated large profits for their governments in the past 12 years. The prospect
of financial losses can be seen either as the flip side of this era of monetary
activism or the price to pay for previous policy choices.

Central banks cannot ‘run out of money’, and there is no reason for financial
losses to impact central banks’ capacity to deliver price stability. But, in some
cases, these losses can have real consequences, including an increase in the
issuance of government bonds, an incentive to accelerate the reduction of excess
liquidity, or changes to the remuneration of bank reserves.

If central banks continue to make large losses for too long, political pressure
could mount on them to rebuild their capital, even without financial or legal
obligation to do so. This could raise concerns over central banks’ independence,
but also their credibility as inflation fighters.

CAN CENTRAL BANKS GO BROKE?

The Swiss National Bank (SNB) has reported a CHF142 bn loss so far this year. The
UK Treasury will have to transfer around GBP 20-30 bn per year to the Bank of Eng-

land (BoE) to indemnify it for the losses generated by the sale of debt securities
held on the BoE’s balance sheet and the negative interest margin from its QE pro-
gramme. The Reserve Bank of Australia (RBA) announced a AUD37 bn accounting
loss on its pandemic bond purchase programme, reducing its equity to negative
AUD12 bn. The European Central Bank (ECB) has warned that it could make
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financial losses as policy rates rise, and the Dutch central bank has recently issued a
warning about its future capital position. Even the US Federal Reserve (Fed) is ‘in
the red’ as its remittances to the Treasury have collapsed to negative USD12bn so
far this year.

What’s going on? Does it matter that central banks make losses? Can they go broke?
When the economist Willem Buiter asked the question in 2008, it was largely a rhe-
torical one. Fast forward to 2022, and the question looks more topical as central
banks’ balance sheets have ballooned by over USD20 trn following years of mone-
tary activism sparked by the great financial crisis, two global recessions and a pan-
demic.

With inflation rising to decades highs and interest rates normalising rapidly, cen-
tral banks will make losses for two main reasons. First, in terms of flows, central
banks have to remunerate large amounts of bank reserves (base money) created by
their asset purchase programmes (quantitative easing, QE) and their bank lending
operations. In most cases, the interest rate paid on bank reserves has risen above
the average return on the assets held by central banks, including the coupon yield
on QE holdings, leading to a drop in monetary income and, in some cases, to a loss.

Second, central banks may also incur losses on the stock of assets they hold if the
market value of these assets drops below their purchase price. These assets include
bonds purchased above par. In most cases, the losses will remain unrealised as cen-
tral banks don’t need to mark to market their holdings. Instead, they receive the
coupon flows and are repaid at par. However, the Fed and the BoE have started to
sell debt securities as part of quantitative tightening (QT), realising some losses in
the process. The RBA is a special case, being one of the few central banks to re-
port valuation losses on its QE holdings on a mark-to-market basis, whereas the
Fed and ECB account for QE holdings at amortised cost (defined as the purchase
price less the premium or discount that has been already recognised, ultimately
converging to its face value at maturity).

CENTRAL BANK LOSSES DON'T MATTER...UNTIL THEY DO

The problem looks simple at first sight: central banks cannot run out of
money. They can always discount future flows of income based on seigniorage or,
in plain English, they can print as much money as they want to offset realised
losses. Importantly, there is no reason for central bank financial accounting to im-
pact the normal conduct of monetary policy, including the return to price stability.

While central bank losses are a non-event in theory, they can have important
consequences in practice, including on the fiscal front. The BoE and the RBA are
cases in point. In an adverse scenario, their losses could mechanically lead to an
increase in government bond issuance, and could force both these banks to recapi-
talise. The prospect of large losses at the ECB or Fed could push both to reduce
their balance sheets at a faster pace than planned. In particular, we believe the risk
of large financial losses helped drive the ECB’s decision to change the terms of its
Targeted Longer Term Refinancing Operations (TLTROs) in November, the idea
being to encourage banks to repay TLTRO loans earlier.

More broadly, if central bank losses were to rise significantly for a long period
of time, political pressure could mount for recapitalisation. In turn, the need for
quasi-fiscal support may threaten central banks’ credibility when it comes to
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delivering price stability, even for bad reasons. In other words, the ultimate threat
from financial losses could be the question marks they raise over central banks’ in-
dependence. As the ECB noted more than ten years ago: “if the financial health of a
central bank deteriorates, it might seek recapitalisation from the government,
which then might try to influence the central bank’s decisions in return for com-
mitting public money.” In other words, central banks’ profit and loss accounting is
not only a technical topic. It has crucial political implications which need to be in-
cluded in any debate about fiscal-monetary coordination.

WHAT CAN CENTRAL BANKS DO?

In theory, central banks have several options to deal with losses:

1. Do nothing. In most cases, income losses can be accounted for on their balance
sheets without any impact on monetary policy. Many banks have built provi-
sions in recent years. Even if the losses exceed, the provisions several central
banks have operated with negative equity without facing any issue in the con-
duct of monetary policy. This includes central banks in the Czech Republic, Swe-
den, Chile, Israel or Mexico. In practice, a central bank’s equity position will ac-
count for any loss, while on the asset side of the balance sheet the same amount
will show up as a deferred asset that declines over time as new income accumu-
lates. This is largely the case with the Fed.

2. Reduce commercial banks’ excess reserves. The main driver of central bank
losses will be the persistently high level of bank reserves to be remunerated at
positive policy rates. Central banks can decide to accelerate the winding down of
excess bank reserves by selling debt securities, which the BoE has had to do ear-
lier and faster than it planned given the longer maturity structure of its QE pro-
gramme. The ECB has decided to accelerate the repayments of TLTROs, but it
has yet to make a decision on its QE programmes. Alternatives could include the
withdrawal of excess liquidity via open-market operations or the issuance of cen-
tral bank debt certificates.

3. Reduce the remuneration of bank reserves. Central banks could lower the in-
terest rate they pay on excess reserves or introduce a form of ‘reverse tiering’ lim-
iting the share of bank reserves remunerated at a positive interest rate.

4. Use financial buffers to cover the losses (including reserves and risk provi-
sions) in the event that income losses lead to a negative equity position.

5. Ask shareholders (governments) to increase their capital. This is a political
decision involving the taxpayer. Note that the ECB decided to increase its sub-
scribed capital by EURSbn at the beginning of the euro crisis in 2010.

UK TREASURY’'S ARRANGEMENT WITH THE BOE COULD WEIGH ON PUBLIC FINANCES

The BoE designed a rather unique arrangement with the UK Treasury when it
launched its QE programme in 2009. The idea was that most of profits from the
programme would flow directly to the Treasury, which would also cover any losses.
This was the translation of the BoE’s independence principle with QE being back-
stopped by Treasury, not by future money creation via bank reserve. This arrange-
ment is what sets the Bank of England apart from other major central banks.
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Since the BoE’s losses will in practice be covered by more debt issuance, we could
see much more sizeable UK government borrowing in the future.

The Bank of England’s QE programme (referred to as “Asset Purchase Facility” or
APF) has earned GBP113 bn for the Treasury since 2009, according to the Office of
Budget Responsibility (OBR). But the OBR now estimates in its November report
the APF will mean Treasury-BoE flows of GBP 2.9bn in fiscal year 2022-23, mount-
ing to 22.3bn in 2023-24 and 31.9bn in 2024-25. The OBR predicts public sector net
borrowing of 7.1% of GDP during the current fiscal year (ending in March 2023),
moderating to 5.5% the next fiscal year and 3.2% of GDP the following fiscal year.

Chart 1: Net interest from the Bank of England’s Asset Purchase Facility
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Worth noting that what keeps the BoE apart, especially from the Federal Reserve, is
that the BoE has not only decided to let existing bonds mature (no reinvestment),
but it has also decided to actively sell a portion of its holdings. The market consen-
sus is for about GBP80 bn of gilts each year.

There are several routes being explored to deal with the extra burden on public fi-
nances stemming from the Treasury-Bank of England arrangement (see for instance
Paul Tucker’s analysis, October 2022). Options include:

o Re-discussing the Treasury’s arrangement with the BoE, with a view to
allowing the latter to carry losses (negative equity). The problem with this is that
it would contravene the principle of central bank ‘independence’ that
underpinned the arrangement in the first place. Also, it is not clear that the BoE
has the legal right to carry negative equity contrary to most other central banks.

o ‘Tiering’ bank reserves so that the BoE reduces its interest bill, with interest
only paid on a portion of bank deposits. This would raise the question of
whether the Bank continues to have control over market interest rates.

o Stopping the sales of its gilt holdings. This would go against the principle that
BoE runs an independent monetary policy. Moreover, this is not where the bulk
of losses will come from.

o Taxing surplus bank profits to recoup some of the interest payments (from
the Bank of England to commercial banks). This option is not to be dismissed
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but the government seems to have side-lined it for now. In November, it rather
augmented the taxation of energy groups as well as electricity producers to get
more tax revenues, along with other measures targeting individual taxpayers.

US: FED IS LIKELY RELAXED ABOUT ‘NEGATIVE EQUITY’ DESPITE THE OPTICS

Like most other major central banks that have been raising rates aggressively, the
Fed is confronted with the fresh challenge of posting negative operating income (as
a reminder, this is mostly due to the interest on the stock of existing debt accumu-
lated during its QE programme being lower than the strong rise on the interest
paid on commercial banks’ reserve balances). In fact, positive Fed earnings ear-
marked for the US Treasury have ceased since September (see Chart 2).

However, the practical consequences of the Fed posting an operating loss are likely
to be limited. Thanks to its accounting rules, the Fed will just accumulate a ‘de-
ferred asset’ until it returns to profitability—which eventually should happen if
the Fed’s balance sheet returns closer to its pre-covid size.

This is not to say that it is going to be completely smooth sailing. First of all, since
the Fed has transferred USD83.6 bn on average to the US Treasury in the past
three years, Congress will now have to find alternative sources of funding (even
though, arguably, balancing the books has never been a priority for the federal gov-
ernment). Second, losses could increase the psychological pressure politicians exert
on the Federal Reserve. These operating losses come just as the Fed’s handling of
the inflation surge in 2021-22 is under close scrutiny.

The key question is whether a Fed operating loss would hurt the institution’s credi-
bility among the wider public and therefore confidence in fiat money. It’s difficult
to see a direct link between what remains mostly an accounting matter and trust in
the US currency, but one cannot ignore the fallout from possible media hype over
losses, including the impact such hype could have consumers’ inflation expecta-
tions (which have remained high of late).

Chart 2: Weekly Fed remittances to the US Treasury
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The Fed itself is unlikely to prioritise a return to ‘profitability’. Instead, it will
probably reiterate that, as set down by Congress, it is sticking to its “dual mandate”
of maximising employment and ensuring stable prices and that potential operating
gains or losses will not hamper its efforts to respect this mandate. In other words,
the Fed will likely argue that the total ‘welfare gains’ to society from tackling the
inflation problem (via higher interest rates) far outweigh the potential lack of an-
nual remittances to the Treasury that tackling this problem may entail.

As discussed in a recent Brookings Institute paper, there is still a theoretical case
when the Fed would need to be recapitalised by the US Treasury, if the central bank
is unable to show convincing evidence that it will be able to return to profitability
in the long run. Still, recapitalisation on these grounds seems highly unlikely. In
normal times, excluding the QE era, the Fed’s main liability is the currency (i.e.,
banknotes) on which it pays no interest.

ECB: PRESSURE FROM RESERVES REMUNERATION DESPITE THICK BUFFERS

When it comes to the ECB, profit and loss accounting is more complicated. First,
the Eurosystem, made up of the ECB and the national central banks (NCBs) of the
19 euro area countries, is a very complex institution, with differences in the rules
governing income transfers between NCBs. One notable example of this complexity
is the risk-sharing framework that the ECB has applied to its asset purchases: 20%
of government debt purchases are held by the ECB and subject to risk sharing (i.e.,
profits and losses are shared between the ECB and NCBs), while 80% of these bonds
are held by NCBs and the risks are not shared. This raises difficult questions in
case of large realised losses for some NCBs even if others continue to make prof-
its, which is a plausible scenario in coming years.

Second, while the ECB accounts for asset purchases on an amortised cost basis, and
thus doesn’t need to mark to market any valuation loss, it may be more exposed to
interest-rate risks than other central banks as it has purchased some government
bonds at negative yields in the past, including some at yields below its own de-
posit rate. Moreover, the ECB has generated large ‘flow losses’ on interest income
from bank lending operations at negative interest rates (TLTROs). These rates were
below the interest rate paid on bank reserves (the deposit rate) for over two years.

During her testimony to the European Parliament in November 2020, ECB Presi-
dent Christine Lagarde gave a blunt answer to a question on the central bank
losses: “As the sole issuer of euro-denominated central bank money, the Eurosys-
tem will always be able to generate additional liquidity as needed. So, by definition,
it will neither go bankrupt nor run out of money. Any financial losses, should they
occur, will not impair our ability to seek and maintain price stability.”

Again, the reality of the Eurosystem is more complex. Profits are shared across
NCBs in proportion to the prevailing ECB capital key shares. In case of losses at the
consolidated level, they can first be absorbed by the ECB’s general risk provision
(EURS8.3 bn in 2021), then by the monetary income of the relevant financial year®. If
that were not enough, the ECB is allowed to offset remaining shortfalls on its

" Article 33 of the ECB statutes reads: “In the event of a loss incurred by the ECB, the shortfall may be offset against the general
reserve fund of the ECB and, if necessary, against the monetary income of the relevant financial year in proportion and up to

"

the amounts allocated to the national central banks [based on their capital keys]”.
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balance sheet against any net income received in the future, in the same spirit as
the Fed’s ‘deferred assets’.

The bottom line is that the ECB’s financial buffers are thick enough, building
up on past profits. As explained on the ECB’s website, the Eurosystem has built
large financial buffers over the past decade, such as general provisions and reserves,
thanks to “sizeable profits” (EUR300 bn between 2012 and 2021) from its QE port-
folio and the negative interest paid on banks’ deposits. The ECB’s consolidated bal-
ance sheet also shows the accumulated valuation gains on other assets, including
gold and foreign currencies, between their market value and their acquisition cost.
Assets in these so-called ‘revaluation accounts’ totalled EUR555 bn at end-2021.
These unrealised gains aren’t supposed to be ‘spent’, but they contribute to the
ECB’s prudent accounting principle and provisioning.

Chart 3: National Central Banks’ capital, provisions and revaluation accounts
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The remaining grey area concerns NCBs. In theory, the NCBs can use their own
income and provisions to cover remaining losses (see Chart 3). Most NCBs have in-
creased their provisions for financial risks in recent years, but there is no harmoni-
sation in practices across countries. For instance, the central bank of Belgium has
more capital (EUR7.2 bn) than the Bundesbank (EURS5.7 bn), while the latter has
increased provisions to EUR29.6 bn in 2021. The Dutch National Central Bank has
increased them to EUR2.8 bn while warning against the risk of cumulative losses
rising to EURY bn (see their excellent explainer on the topic).

What would happen in case of persistent financial losses at some NCBs is less clear.
The Treaty doesn’t include automatic loss-sharing mechanisms. There is a prece-
dent of different nature, when the Eurosystem recorded losses in 2009 following
the default of Lehman Brothers’ counterparts. Back then, the ECB ruled that “any
shortfall should eventually be shared in full by the Eurosystem NCBs [...] in propor-
tion to the prevailing ECB capital key shares of these NCBs”. Some argue that the
ECB could make a similar decision in the future based on its statutes which rule
that “the Governing Council may decide that NCBs shall be indemnified against
costs incurred [...] in exceptional circumstances for specific losses arising from monetary
policy operations”. Still, some NCBs could face growing political pressure to be re-
capitalised, with uncertain consequences for the ECB itself.

For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or
expected returns will be achieved. The projection is not based on simulated past performance.

7 OF 13 FLASH NOTE


https://www.ecb.europa.eu/ecb/educational/explainers/tell-me-more/html/ecb_profits.en.html
https://www.dnb.nl/en/general-news/nieuwsberichten-2022/dnb-foresees-deterioration-of-capital-position/
https://www.dnb.nl/en/general-news/dnbulletin-2022/how-does-dnb-s-profit-and-loss-account-work/
https://www.ecb.europa.eu/press/pr/date/2009/html/pr090305_2.en.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A12012E%2FPRO%2F04

CENTRAL BANKS ARE MAKING LOSSES: DOES IT MATTER? PICTET WEALTH MANAGEMENT

Either way, the ECB shouldn’t be overly concerned by ‘stock losses’ on its QE
portfolios. It is difficult to estimate these losses as they remain unrealised but even
in the more adverse scenarios, they are likely to be spread over a long period of
time, more than offset by past profits, and remain manageable at the euro area
level. We don’t expect the ECB to sell any debt holdings outright any time soon.

The more immediate issue for the ECB is ‘flow losses’, which are likely to in-
crease further because of interest paid on bank reserves. Total bank reserves are
currently EUR4.5 trn following a first TLTRO repayment of EUR248 bn in Novem-
ber. Assuming a larger TLTRO repayment in December of up to EUR800 bn, along
with gradual a start to QT in 2023 at a monthly pace of EUR20 bn, excess liquidity
would still be above EUR2.5 trn at the end of 2023. With the ECB expected to hike
the deposit rate to at least 2.50% in 2023, banks would earn close to EUR70 bn in
interest income on their reserves in 2023 under these assumptions.

The repayments of TLTROs and the start of QT are unlikely to fix the underlying

issue, which is that the Eurosystem was not built to deal with large bank reserves.
Even under a favourable scenario of faster balance sheet reduction or lower policy
rates, the ECB may still be paying close to EUR50 bn on bank reserves by 2024.

Chart 4: ECB balance sheet including projections
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The prospect of persistently large income losses could force the ECB to change
the remuneration of bank reserves in the future, and/or to withdraw liquidity
by other means. Moreover, it doesn’t look good for a central bank to be seen trans-
terring large amounts of money to the banking sector in the middle of an economic
crisis—even if paying interest on bank reserves is monetary policy 101.

We have long flagged the possibility of the ECB issuing debt certificates, although
it has shown no appetite for these instruments. Central banks that have used this
option, such as the Swiss National Bank, have done so to stimulate interbank lend-
ing activity, which is not a priority for the ECB. The best case scenario would be
one in which interest rates don’t rise too high and the Eurosystem returns to prof-
itability. Then the whole topic of central bank losses would rightfully fade away
again.
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SNB: RECORD LOSSES COULD HAVE A FISCAL IMPACT

The Swiss National Bank (SNB)’s balance sheet has increased dramatically in recent
years, resulting in large swings in its earnings. In the first nine months of 2022,
the SNB reported a loss of CHF142.4 bn (nearly 20% of Swiss GDP), of which
CHF141 bn came from losses on foreign currency positions. This is by far the larg-
est loss on record (see Chart 5).

Unlike other central banks such as the ECB, the SNB’s losses have not stemmed
from negative net interest. Instead, they were mainly due to valuation changes,
with CHF70.9 bn due to losses on bonds and CHF54.2 bn to losses on equities. Ex-
change rate-related losses totalled CHF24.4 bn.

The losses could have significant fiscal implications since the SNB distributes
part of its net profits to the Swiss confederal and cantonal governments. Under the
profit distribution agreement for 2020 to 2025, the SNB can pay out up to CHF6
bn per year (0.8% of 2021 GDP), with one-third going to the Confederation and
two-thirds to the cantons®. The SNB’s net profit must be at least CHF40 bn for the
maximum CHF6 bn to be paid out.

Before distributing profits to the Swiss authorities and its own shareholders, the
SNB every year sets aside money in the form of ‘provisions for currency reserves’.
The amount remaining after these provisions is referred to as the ‘distributable
profit’. Not all the distributable profit is paid out at once. Instead, the SNB
smooths the distributions to make them less dependent on variable annual results.
Any undistributed profit is transferred to the ‘distribution reserve’. In a bad year,
when the SNB makes a loss or only a small profit, this reserve is used to make up
the shortfall in the allocation to provisions, as well as to pay dividends and make
payments to the Confederation and the cantons.

The distribution reserve could be negative if the equity capital falls below the level
of the provisions as a result of a loss. ‘Distributions would then be stopped until
the equity capital is sufficiently stocked again from future earnings”.

According to its interim results, the SNB’s equity capital declined from CHF204 bn
at end-2021 to CHF56bn at end-September 2022. The SNB may have to replenish
its reserves if its portfolio does not swing back into profit, and it may have to
forego profit distribution. This has happened only once before, in 2013 (see Chart
6), and could cause funding problems for some cantons that have counted on SNB
money in recent years.

2The net profit accruing to the cantons is distributed in proportion to their resident population.
*Thomas Jordan, “SNB distributions - no matter of course even when profits are high”, speech at the 113* Ordinary General
Meeting of Shareholders of the SNB, Zurich, 30 April 2021.
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Chart 5: SNB’s annual results
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Chart 6: SNB's distribution of profits to government
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For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or
expected returns will be achieved. The projection is not based on simulated past performance.

10 OF 13 FLASH NOTE



CENTRAL BANKS ARE MAKING LOSSES: DOES IT MATTER?

DISCLAIMERS

Distributors: Banque Pictet &
Cie SA, Route des Acacias 60,
1211 Geneva 73, Switzerland

and Pictet & Cie (Europe) SA,
15A, avenue J. F. Kennedy, L-

1855 Luxembourg/B.P. 687 L-
2016 Luxembourg.

Banque Pictet & Cie SA is es-
tablished in Switzerland, ex-
clusively licensed under Swiss
Law and therefore subject to
the supervision of the Swiss
Financial Market Supervisory
Authority (FINMA).

Pictet & Cie (Europe) SA is es-
tablished in Luxembourg, au-
thorized and regulated by the
Luxembourg Financial Au-
thority, Commission de Sur-
veillance du Secteur Finan-
cier.

This marketing communica-
tion is not intended for per-
sons who are citizens of, dom-
iciled or resident in, or enti-
ties registered in a country or
a jurisdiction in which its dis-
tribution, publication, provi-
sion or use would violate cur-
rent laws and regulations.

The information, data and
analysis furnished in this doc-
ument are disclosed for infor-
mation purposes only. They
do not amount to any type of
recommendation, either gen-
eral or tailored to the personal
circumstances of any person.
Unless specifically stated oth-
erwise, all price information is
indicative only. No entity of
the Pictet Group may be held
liable for them, nor do they
constitute an offer or an invi-
tation to buy, sell or subscribe
to securities or other financial
instruments. The information
contained herein is the result
neither of financial analysis
within the meaning of the
Swiss Bankers Association’s
Directives on the Independ-
ence of Financial Research,
nor of investment research for
the purposes of the relevant
EU MiFID provisions. All infor-
mation and opinions ex-
pressed in this document
were obtained from sources
believed to be reliable and in
good faith, but no representa-
tion or warranty, express or
implied, is made as to its ac-
curacy or completeness.

Except for any obligations that
any entity of the Pictet Group
might have towards the ad-
dressee, the addressee should
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consider the suitability of the
transaction to individual ob-
jectives and independently as-
sess, with a professional advi-
sor, the specific financial risks
as well as legal, regulatory,
credit, tax and accounting
consequences.

Furthermore, the information,
opinions and estimates in this
document reflect an evalua-
tion as of the date of initial
publication and may be
changed without notice. The
Pictet Group is not under any
obligation to update or keep
current the information con-
tained herein. In case this
document refers to the value
and income of one or more
securities or financial instru-
ments, it is based on rates
from the customary sources of
financial information that may
fluctuate. The market value of
financial instruments may vary
on the basis of economic, fi-
nancial or political changes,
currency fluctuations, the re-
maining term, market condi-
tions, the volatility and sol-
vency of the issuer or the
benchmark issuer. Some in-
vestments may not be readily
realizable since the market in
the securities can be illiquid.
Moreover, exchange rates may
have a positive or negative ef-
fect on the value, the price or
the income of the securities or
the related investments men-
tioned in this document.
When investing in emerging
countries, please note that
the political and economic sit-
uation in those countries is
significantly less stable than in
industrialized countries. They
are much more exposed to the
risks of rapid political change
and economic setbacks.

Past performance must not be
considered an indicator or
guarantee of future perfor-
mance, and the addressees of
this document are fully re-
sponsible for any investments
they make. No express or im-
plied warranty is given as to
future performance. Moreo-
ver, forecasts are not a relia-
ble indicator of future perfor-
mance. The content of this
document can only be read
and/or used by its addressee.
The Pictet Group is not liable
for the use, transmission or
exploitation of the content of
this document. Therefore, any
form of reproduction, copy-
ing, disclosure, modification

and/or publication of the con-
tentis under the sole liability
of the addressee of this docu-
ment, and no liability whatso-
ever will be incurred by the
Pictet Group. The addressee
of this document agrees to
comply with the applicable
laws and regulations in the ju-
risdictions where they use the
information reproduced in
this document.

This document is issued by
Banque Pictet & Cie SA. This
publication and its content
may be cited provided that
the source is indicated. All
rights reserved. Copyright
2022.

Distributor: Pictet & Cie (Eu-
rope) S.A., London branch
(“Pictet London Branch”)

This is a marketing communi-
cation distributed by Pictet
London Branch.

This document sets forth nei-
ther a personal recommenda-
tion tailored to the needs, ob-
jectives and financial situation
of any individual or company
(investment advice as defined
in the Financial Conduct Au-
thority’s Handbook of rules
and guidance (the “"FCA Hand-
book”)), nor the results of in-
vestment research within the
meaning of the FCA Hand-
book. Moreover, it does not
constitute an offer, or an invi-
tation to buy, sell or subscribe
to securities or other financial
instruments, nor is it meant as
a proposal for the conclusion
of any type of agreement. Fur-
thermore, this document
should not be considered a
suitability report as Pictet
London Branch has not re-
ceived all the necessary infor-
mation on the recipient to
complete its suitability as-
sessment that covers the re-
cipient’s knowledge and expe-
rience, tolerance to risk, in-
vestment needs and the recip-
ient’s ability to absorb finan-
cial risk. Should its addressee
decide to proceed to any
transaction in relation to a fi-
nancial product referred to
herein, this will be in his sole
responsibility, and the suita-
bility/appropriateness of the
transaction and other finan-
cial, legal and tax aspects
should be assessed by an ex-
pert.

Any information contained in
this document is disclosed for
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information purposes only,
and neither the producer nor
the distributor can be held lia-
ble for any fluctuation of the
price of the securities. No ex-
press or implied warranty is
given as to future perfor-
mance. The opinions ex-
pressed reflect an objective
evaluation of information
available to the general pub-
lic, such as rates from custom-
ary sources of financial infor-
mation. The market value of
securities mentioned may vary
on the basis of economic, fi-
nancial or political changes,
the remaining term, market
conditions, the volatility and
solvency of the issuer or the
benchmark issuer. Moreover,
exchange rates may have a
positive or negative effect on
the value, the price or the in-
come of the securities or the
related investments men-
tioned in this document. It is
also expressly noted that fore-
casts are not a reliable indica-
tor of future performance,
while past performance is not
areliable indicator of future
results.

You shall only take investment
decisions when you fully un-
derstand the relevant financial
product and the involved
risks. In particular, the rele-
vant product documentation
(such as the issuance pro-
gram, final terms, prospectus,
simplified prospectus and key
(investor) information docu-
ment), as well as Appendix 4:
Risk Warnings Relating to
Trading in Financial Instru-
ments of the Terms and Con-
ditions of Pictet London
Branch, shall be read. Struc-
tured products are complex fi-
nancial products and involve a
high degree of risk. The value
of structured products de-
pends not only on the perfor-
mance of the underlying as-
set(s), but also on the credit
rating of the issuer. Further-
more, the investor is exposed
to the risk of default of the is-
suer/guarantor.

In respect of any product doc-
umentation, including key in-
formation documents of Pack-
aged Retail and Insurance-
based Investment Products
(“KIDs") and key investor in-
formation documents of Un-
dertakings for Collective In-
vestment in Transferable Se-
curities (“KIIDs"), please note
that these may change
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without notice. You should
therefore ensure that you re-
view the latest version of
them prior to confirming to
Pictet London your decision
to invest. If you have been
provided with a link to access
the respective KID/KIID/other
product document, you
should therefore click on the
link immediately before con-
firming to Pictet London
Branch your decision to in-
vest, in order to review the
most recent version of the re-
spective KID/KIID/other prod-
uct document. If you have not
been provided with a link to
access the relevant document,
orif you are in any doubt as to
what the latest version of the
respective KID/KIID/other
product document is, or
where it can be found, please
ask your usual Pictet London
Branch contact.

Pictet London Branch is not
the manufacturer of the prod-
uct(s) and the KID/KIID/other
product document is provided
by a third party. The
KID/KIID/other product docu-
ment is obtained from sources
believed to be reliable. Pictet
London Branch does not
make any guarantee or war-
ranty as to the correctness
and accuracy of the data con-
tained in the KID/KIID/other
product document. Pictet
London Branch may not be
held liable for an investment
decision or other transaction
made based on reliance on, or
use of, the data contained in
the KID/KIID/other product
document.

By subscribing to the prod-
uct(s) proposed herein, you
acknowledge that you have (i)
received, in good time, read
and understood any relevant
documentation linked to the
product(s), including, as the
case may be, the respective
KID/KIID/other product docu-
ment; (ii) taken note of the
product(s) restrictions; and
(iii) meet the applicable sub-
jective and objective eligibility
conditions to invest in the
product(s).

Pictet London Branch may, if
necessary, rely on these
acknowledgements and re-
ceive your orders, to transmit
them to another professional,
or to execute them, according
to the relevant clauses of your
mandate, as well as the Terms
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and Conditions of Pictet Lon-
don Branch.

The content of this document
shall only be read and/or used
by its addressee. Any form of
reproduction, copying, disclo-
sure, modification and/or
publication in any form or by
any means whatsoever is not
permitted without the prior
written consent of Pictet Lon-
don Branch and no liability
whatsoever will be incurred
by Pictet London Branch. The
addressee of this document
agrees to comply with the ap-
plicable laws and regulations
in the jurisdictions where they
use the information provided
in this document.

Pictet London Branchis a
branch of Pictet & Cie (Eu-
rope) S.A.. Pictet & Cie (Eu-
rope) S.A. is a société
anonyme (public limited lia-
bility company) incorporated
in Luxembourg and registered
with the Luxembourg Registre
de Commerce et des Sociétés
(RCS no. B32060). Its head of-
fice is at 15A, avenue J.F. Ken-
nedy, L-2016 Luxembourg.
Pictet London Branch is regis-
tered as a UK establishment
with Companies House (es-
tablishment number
BR016925) and its UK estab-
lishment office address is
Stratton House 6th Floor,
London, 5 Stratton Street,
W1J 8LA.

Authorised and regulated by
the Commission de Surveil-
lance du Secteur Financier.
Deemed authorised by the
Prudential Regulation Author-
ity. Subject to regulation by
the Financial Conduct Author-
ity and limited regulation by
the Prudential Regulation Au-
thority. Details of the Tempo-
rary Permissions Regime,
which allows EEA-based firms
to operate in the UK for a lim-
ited period while seeking full
authorisation, are available on
the Financial Conduct Author-
ity’s website.

Distributors: Bank Pictet & Cie
(Asia) Ltd (“BPCAL") in Singa-
pore and/or Banque Pictet &
Cie SA, Hong Kong Branch
(“Pictet HK Branch”) in Hong
Kong.

The information, tools and
material presented in this
document are provided for in-
formation purposes only and
are notto be used or

considered as an offer, an in-
vitation to offer or solicitation
to buy, sell or subscribe for
any securities, commodities,
derivatives, (in respect of Sin-
gapore only) futures, or other
financial instruments (collec-
tively referred to as “Invest-
ments”) or to enter into any
legal relations, nor as advice
or recommendation with re-
spect to any Investments. This
document is intended for gen-
eral circulation and itis not
directed at any particular per-
son. This document does not
have regard to the specific in-
vestment objectives, financial
situation and/or the particular
needs of any recipient of this
document. Investors should
seek independent financial
advice regarding the appropri-
ateness of investing in any In-
vestments or adopting any
strategies discussed in this
document, taking into ac-
count the specific investment
objectives, financial situation
or particular needs of the in-
vestor, before making a com-
mitment to invest.

BPCAL/Pictet HK Branch has
not taken any steps to ensure
that the Investments referred
to in this document are suita-
ble for any particular investor,
and accepts no fiduciary du-
ties to any investor in this re-
gard, except as required by
applicable laws and regula-
tions. Furthermore,
BPCAL/Pictet HK Branch
makes no representations and
gives no advice concerning
the appropriate accounting
treatment or possible tax con-
sequences of any Investment.
Any investor interested in
buying or making any Invest-
ment should conduct its own
investigation and analysis of
the Investment and consult
with its own professional ad-
viser(s) as to any Investment
including the risks involved.

This document is not to be re-
lied upon in substitution for
the exercise of independent
judgment. The value and in-
come of any Investment men-
tioned in this document may
fall as well rise. The market
value may be affected by,
amongst other things,
changes in economic, finan-
cial, political factors, time to
maturity, market conditions
and volatility, and the credit
quality of any issuer or refer-
ence issuer. Furthermore,
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foreign currency rates of ex-
change may have a positive or
adverse effect on the value,
price or income of any Invest-
ment mentioned in this docu-
ment. Accordingly, investors
must be willing and able to as-
sume all risks and may receive
back less than originally in-
vested.

Past performance should not
be taken as an indication or
guarantee of future perfor-
mance and no representation
or warranty, expressed or im-
plied, is made by BPCAL/Pic-
tet HK Branch regarding fu-
ture performance.

This document does not con-
stitute the investment policy
of BPCAL/Pictet HK Branch,
or an investment recommen-
dation, and merely contains
the different assumptions,
views and analytical methods
of the analysts who prepared
them. Furthermore, the infor-
mation, opinions and esti-
mates expressed herein re-
flect a judgment at its original
date of publication and are
subject to change without no-
tice and without any obliga-
tion on BPCAL/Pictet HK
Branch to update any of them.
BPCAL/Pictet HK Branch may
have issued or distributed
other reports or documents
that are inconsistent with, and
reach different conclusions
from, the information pre-
sented in this document.

While the information and
opinions presented herein are
from sources believed to be
reliable, BPCAL/Pictet HK
Branch is not able to, and do
not make any representation
or warranty as to its accuracy
or completeness. Accordingly,
BPCAL/Pictet HK Branch ac-
cepts no liability for loss aris-
ing from the use of or reliance
on this document presented
for information purposes only.
BPCAL/Pictet HK Branch re-
serves the right to act upon or
use any of the information in
this document at any time, in-
cluding before its publication
herein.

BPCAL/Pictet HK Branch and
its affiliates (or employees
thereof) may or may not have
long or short positions in, and
buy or sell, or otherwise have
interest in, any of the Invest-
ments mentioned herein, and
may or may not have relation-
ships with the issuers of or
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entities connected with In-
vestments mentioned in this
document. BPCAL/Pictet HK
Branch and their affiliates (or
employees thereof) may act
inconsistently with the infor-
mation and/or opinions pre-
sented in this document.

The information used to pre-
pare this document and/or
any part of such information,
may have been provided or
circulated to employees
and/or one or more clients of
BPCAL/Pictet HK Branch be-
fore this document was re-
ceived by you and such infor-
mation may have been acted
upon by such recipients or by
BPCAL/Pictet HK Branch.

This document is provided
solely for the information of
the intended recipient only
and should not be repro-
duced, published, circulated
or disclosed in whole orin
part to any other person with-
out the prior written consent
of BPCAL/Pictet HK Branch.

Singapore

This document is not directed
to, or intended for distribu-
tion, publication to or use by,
persons who are not accred-
ited investors, expert inves-
tors or institutional investors
as defined in section 4A of the
Securities and Futures Act
(Cap. 289 of Singapore)
(“SFA”) or any person or entity
who is a citizen or resident of
or located in any locality,
state, country or other juris-
diction where such distribu-
tion, publication, availability
or use would be contrary to
law or regulation or would
subject BPCAL and any of its
affiliates or related corpora-
tions to any prospectus or
registration requirements.

BPCAL is a wholesale bank
regulated by the Monetary Au-
thority of Singapore ("MAS”)
under the Banking Act Cap. 50
of Singapore, an exempt fi-
nancial adviser under the Fi-
nancial Advisers Act Cap. 110
of Singapore (“FAA”) and an
exempt capital markets li-
cence holder under the SFA.
Please contact BPCAL in Sin-
gapore in respect of any mat-
ters arising from, or in con-
nection with this document.

Hong Kong

This document is not directed
to, or intended for
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distribution, publication to or
use by, persons who are not
“professional investors”
within the meaning of the Se-
curities and Futures Ordi-
nance (Chapter 571 of the
Laws of Hong Kong) and any
rules made thereunder (the
“SFO”) or any person or entity
who is a citizen or resident of
or located in any locality,
state, country or other juris-
diction where such distribu-
tion, publication, availability
or use would be contrary to
law or regulation or would
subject Pictet HK Branch and
any of its affiliates or related
corporations to any prospec-
tus or registration require-
ments. If you do not want Pic-
tet HK Branch to use your per-
sonal information for market-
ing purposes, you can request
Pictet HK Branch to stop do-
ing so without incurring any
charge to you. In distributing
investment products as
agents for third party service
providers, Pictet HK Branch is
an agent of the third party ser-
vice provider and the product
is a product of the third party
service provider but not Pictet
HK Branch. In respect of an el-
igible dispute (as defined in
the Terms of Reference for the
Financial Dispute Resolution
Centre in relation to the Fi-
nancial Dispute Resolution
Scheme) arising between Pic-
tet HK Branch and you out of
the selling process or pro-
cessing of the related transac-
tion, Pictet HK Branch is re-
quired to enter into a Finan-
cial Dispute Resolution
Scheme process with you;
however any dispute over the
contractual terms of the prod-
uct should be resolved be-
tween directly the third party
service provider and you.

Banque Pictet & Cie SAis a
limited liability company in-
corporated in Switzerland. It
is an authorized institution
within the meaning of the
Banking Ordinance and a reg-
istered institution (CE No.:
BMG891) under the SFO car-
rying on Type 1 (dealing in se-
curities), Type 4 (advising on
securities) and Type 9 (asset
management) regulated activ-
ities. The registered address
of Pictet HK Branch is 9/F.,
Chater House, 8 Connaught
Road Central, Hong Kong.

Warning: The contents of this
document have not been

reviewed by any regulatory
authority in Hong Kong. You
are advised to exercise cau-
tion in relation to the offer. If
you are in any doubt about
any of the contents of this
document, you should obtain
independent professional ad-
vice. Please contact Pictet HK
Branch in Hong Kong in re-
spect of any matters arising
from, or in connection with
this document.

Distributor: Pictet Bank &
Trust Limited, where regis-
tered office is located at
Building 1, Bayside Executive
Park, West Bay Street & Blake
Road, Nassau, New Provi-
dence, The Bahamas.

The document is not directed
to, or intended for distribu-
tion or publication to or use
by persons who are not Ac-
credited Investors (as defined
in the Securities Industry Reg-
ulations, 2012) and subject to
the conditions set forth in the
Securities Industry Regula-
tions, 2012 or to 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 would subject Pictet Bank
& Trust Limited to any pro-
spectus or registration re-
quirements. Pictet Bank &
Trust Limited is incorporated
in The Bahamas with limited
liability. It is a bank and trust
company that is licensed in
accordance with the Banks
and Trust Companies’ Regula-
tion Act and is regulated by
the Central Bank of The Baha-
mas. Additionally, Pictet Bank
& Trust Limited is registered
with the Securities Commis-
sion of The Bahamas as a Bro-
ker Dealer Il and is approved
to (i) Deal in Securities 1.(a) &
(c); (ii) Arrange Deals in secu-
rities; (iii) Manage Securities;
(iv) Advise on Securities.

Warning: The content of this
document has not been re-
viewed by any regulatory au-
thority in The Bahamas. You
are, therefore, advised to ex-
ercise caution when pro-
cessing the information con-
tained herein. If you are in any
doubt about any of the con-
tent of this document, you
should obtain independent
professional advice.
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