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< The US economy continues to surprise with robust economic data. Further positive impetus can be expected given Trump's election promises. However, if
kept, these could well prove inflationary.

< Central banks will continue to ease monetary policy as inflation is still falling. However, current expectations of interest rate cuts could give rise to
disappointment, as was the case a year ago.

< Securing adequate energy supply, increasing the efficiency of semiconductors and recovering waste heat all pose challenges given the enormous growth of Al
applications and their energy requirements. But such challenges could well provide interesting investment opportunities.

< Bond markets have calmed down following the US presidential election. Investors are keeping a close eye on rising government indebtedness.

< We saw some profit-taking on US stock markets following the US election. In Europe, the markets have been under pressure since the end of September. We
remain cautiously positive on stocks while recognizing the geopolitical risks.

< The US dollar has trended firmer after the election while the Swiss franc is showing relative strength.

< The long overdue technical correction in gold has taken place. We remain positive in our assessment.

Source: Sonnenberg and Aquila AG
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Economy

« For 2025, we expect economic growth of 2.0% in the US, 0.8% in Germany, 0.8% in ~ USA: Sentiment among consumers and small businesses since 1979
France, 1.4% in Japan, 4.7% in China and 1.2% in Switzerland.

< Inflation is well on its way towards reaching the central banks’ target rate, which is o o
2% in many countries. More interest rate cuts can therefore be expected. This should 105 100
further ease financing conditions in the US and brighten the mood among consumers
and small businesses. The persistently low US unemployment rate also has a

100 90
favorable effect.

< In principle, Donald Trump's second presidency will provide a positive economic a5 80
impetus for the US. However, there is uncertainty as to how far his announced
program (e.g., on immigration, punitive tariffs, tax cuts) will be implemented. Such a0 70
policies carry obvious risks. Proposed punitive tariffs could well push up inflation,
hinder global trade and reinforce fears of declining economic growth. 85 80

< One item on President Trump's agenda is to combat rampant government spending. - -

An efficiency authority (DOGE: “Department of Government Efficiency") is therefore
to be established. A downsizing of the bureaucracy would probably go hand in hand
with the dismissal of thousands of civil servants. It remains to be seen whether this = Consumers =Small businesses (lhs)
would prove an efficient way to save money.

1979 1984 1989 1994 1999 2004 2009 2014 2019 2024
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< Germany has been on the brink of recession for several quarters. In other words, for Swiss economic activity data, % change year on year since 2009

the second year in a row, there is the risk of a slightly negative overall growth rate. 20
Weakness is particularly pronounced in industry, reflecting a lack of innovation and
willingness to invest. A clear political signal is needed, but this seems improbable
near-term given the impending Federal elections on February 23rd and the fact that
a rigid brake on Federal government borrowing is anchored into the constitution.

< Germany’s status as an industrial location is in danger and, given her importance as a
trading partner of Switzerland, this is having a direct impact on the Swiss growth
rate.

< France, the second-largest economy in the Eurozone, is also facing a government
crisis. President Macron’s appointed government is in a minority in the French
parliament and has limited room for maneuver. The annual budget deficit amounts
to 5.5% of GDP while the ratio of national debt to GDP has risen to 111%. The French
government’s indebtedness restricts its ability to implement economic measures of i
stimulus. 2009 2014 2019 2024

< Finally, China has yet to prove that a series of support packages from the central e |ndustry & Construction — sss|ndustry s GDP yoy

bank and the Politburo will be sufficient to put the economy back on a growth path. )
Source: Sonnenberg and Aquila AG
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Our Macroeconomic Assessment (l1/11)

Monetary Policy

At the end of October, the US Federal Reserve lowered its key interest rate in a second
step, by 0.25 percentage points to a range of 4.50 to 4.75%.

In a speech in Dallas, Jerome Powell dampened hopes of an interest rate cut in
December. He pointed to the strong economy, with unemployment low and rising
consumer and investment spending. A steady fall in inflation to the Fed’s target of 2%,
on the other hand, would allow for interest rates to be lowered to a “neutral” level.
According to Powell, the outcome of the election has no direct influence on the Fed's
decisions. Monetary policy remains dependent on the economic data.

As part of the current cycle of interest rate cuts, we expect rates on short-dated
maturities to fall over the course of the coming year. The expected increase in debt due
to looser fiscal policy and economic stimulus packages, as well as potentially
inflationary “punitive tariffs” - should these be implemented - will lead to rising risk
premiums and higher yields at the long end. In the wake of the elections, 10-year US
government bond yields have already risen by 0.2 percentage points (and by as much
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as 0.8% since mid-September) and could rise further. We expect a markedly steeper 2p14 2018 2018 2020 2022 2024

yield curve to emerge in coming months.

Weaker economic trends in Europe, particularly in manufacturing, will require the ECB
to further ease monetary policy by 25 basis points to 3% on December 12, and the SNB
to cut its policy rate by perhaps as much as half a percentage point to 0.5%. However,
the Swiss central bank's scope for cutting interest rates is already severely limited.
Given the latest inflation rate of 0.6% a 0.5% move would imply a negative real interest
rate across the entire yield curve.

We see the European Central Bank's key interest rate falling to 2% next year, which
compares with overall inflation in the eurozone of 1.7% and implies a marginally
positive real interest rate.

In Japan, yields on 10-year government bonds have risen to 12-month highs, signalling
a further tightening of monetary policy is expected soon. However, we do not expect
that the Bank of Japan will raise rates at its next policy meeting on December 19. The
futures market currently prices in two 25 basis point hikes by the end of 2025. In
theory, this could result in the substantial unwinding of positions based on the yen
carry trade, echoing what happened last August which caused financial turbulence
across the world. In practice, we don’t believe the impact will be as severe. After all, an
effective management of expectations is in the hands of the Bank of Japan.

——CE —apan —e—lS China

Switzerland

US Fed funds, history and forecasts derived from future prices in %
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Our Investment Strategy Conclusions (1/11) ‘
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Bonds Equities

% Bond markets have calmed down following the US presidential election. Yields on 10- « US share indices reached new highs in the run-up to the presidential election but
year government bonds are currently at 4.4% in the US, 2.3% in Germany and 0.4% in there are now signs of profit-taking. The situation in Europe is different, as those
Switzerland. markets have been under pressure since the end of the third quarter. On a year-to-

date basis, there are now significant differences in performance of up to 20%

< The interest rate premium on 10-year French government bonds over Germany has between the US and Europe.

widened from 0.2% to over 0.7% in the last four years and is an indicator of rising

tensions within the Eurozone. The French 10-year government bond yield is now < Within sectors, semiconductor stocks (the artificial intelligence theme) remain below
around 3.1%, on a par with Spain and Greece. their highs. Shares of some giant social media companies have come under some
pressure due to fears of stricter regulation. Post the election, US utilities have hit
new highs in some cases while pharmaceutical stocks have lost ground due to fears
of a more stringent regulation of drug prices.

RS
o2

Ever-increasing government indebtedness remains on the radar of market

participants, and rightly so. In this context, markets will monitor closely how central

banks juggle to satisfy their objectives — controlling inflation while supporting the

economy, maintaining capital markets, especially government access to those < We remain cautiously positive on the equity markets but would not rule out a period

markets, while trying to limit government funding costs. of consolidation towards the end of the year. It should also be noted that many
mega-cap and large-cap growth stocks are already highly valued.

RS
o2

Spreads on high-yield and corporate bonds have hardly changed.
< The geopolitical situation (Ukraine, Middle East, Taiwan) remains a cause for
concern. An escalation in any of these areas would put stock markets to the test.

Yields on 10-year government bonds, last 5 years Equity markets: Performance since 1.1.2024, indexed, in local currencies
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Our Investment Strategy Conclusions (l1/11) ‘

Commodities

% The price of an ounce of gold has fallen just under 10% since reaching an all-time
high of over USD 2,800 at the beginning of November. This “technical correction”
was overdue given the extremely overbought situation of a few weeks ago. The price
per kilo is currently around 75,000 Swiss francs.

< In the long term, the most important driver will probably continue to be the steady
rise in debt at all levels. Many government spending programs are under strong
upward pressure and much of the financing comes from the government bond
buying of central banks. All this is having an inflationary effect. Thus, we see a
creeping devaluation of currencies which drives demand for real assets such as gold.

< In addition, global tensions are playing a key role in driving up the price of gold. In
uncertain times, investors traditionally look for “safe havens”. Precious metals fulfil
this function.

< We therefore continue to view gold as an important strategic portfolio component.

Gold and silver in $ per ounce, last 5 years
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Forex

< The significant depreciation of the US dollar during the months before the election
(“the Trump trade”) has now come to an end. Year-to-date, the trade weighted US
dollar has thus appreciated around 5%. The strength of the US dollar has been
particularly pronounced against the yen. Over the last month the USD/JPY rate has
risen again, to over 155 at one stage.

< The EUR/CHF exchange rate has been trading at around 0.94 for several weeks. The
relative strength of the Swiss franc is understandable given European tensions, the
war in Ukraine and geopolitical trouble spots elsewhere.

< In the short term, the trade-weighted dollar is “overbought”, having reached the
upper end of the trading range that has been in place for two years. Some
consolidation is in order. Further developments will then also depend on how the US
Federal Reserve positions itself in the context of a second Trump Administration

Euro and dollar against franc, last 12 months
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Disclaimer

Information and opinions contained in this document are gathered and derived from sources which we believe to be reliable.
However, we can offer no undertaking, representation or guarantee, either expressly or implicitly, as to the reliability, completeness or
correctness of these sources and the information provided. All information is provided without any guarantees and without any
explicit or tacit warranties. Information and opinions contained in this document are for information purposes only and shall not be
construed as an offer, recommendation or solicitation to acquire or dispose of any investment instrument or to engage in any other
transaction. Interested investors are strongly advised to consult with their Investment Adviser prior to taking any investment decision
on the basis of this document in order to discuss and take into account their investment goals, financial situation, individual needs and
constraints, risk profile and other information. We accept no liability for the accuracy, correctness and completeness of the
information and opinions provided. To the extent permitted by law, we exclude all liability for direct, indirect or consequential
damages, including loss of profit, arising from

the published information.

Copyright © 2024 All rights reserved.

Sonnenberg Wealth Management Ltd. is an authorised Financial Service Provider 7



	Slide 1
	Slide 2: Executive Summary
	Slide 3: Our Macroeconomic Assessment (I/II)
	Slide 4: Our Macroeconomic Assessment (II/II)
	Slide 5: Our Investment Strategy Conclusions (I/II)
	Slide 6: Our Investment Strategy Conclusions (II/II)
	Slide 7: Disclaimer

