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Editorial

The air is getting thinner

The recent turmoil on the stock exchanges highlight that the risks on the financial markets have
increased. That's why we're maintaining our cautious approach towards equities. However, growing
concerns over recession mean that a higher allocation of international bonds is advisable.

Philipp Merkt
Chief Investment Officer

What a start to August! First, lovely Swiss National Day celebrations
with family and friends, and then the stock markets plummeted —
just as quickly as the remnants of burnt-out fireworks fell to the
ground. The Japanese stock market saw the greatest volatility,
hitting the yen and tech stocks. Around 20 percent was wiped off
the value of the Nikkei, traditionally Japan's main stock market
index, in just a week. At the same time, the yen appreciated by
around 9 percent and the share price of the US chip manufacturer
NVIDIA also tumbled by over 20 percent.

“With carry trades faltering, the stock markets
now lack the oxygen required to soar to great
heights.”

Closer analysis reveals that the volatility of the yen and tech stocks
actually began on 10 July. The significance of these developments
and the fact that they happened at the same time led many observ-
ers to suspect that these factors may be related. A carry trade is the
term used by stock market traders when someone takes out a loan
in a low-interest currency, such as the yen, and then exchanges the
currency for an investment in another currency. However, the yen
carry trade against tech stocks would appear to be over for the time
being.

The weak economic data from the USA also contributed to the
disaster in early August. Worsening sentiment in industry and a
slowdown on the labour market meant market participants were
not hoping for lower inflation and a more rapid fall in interest rates
for once. Instead, the economic risks became more prevalent. As
a result, the downturn on the stock market in early August wasn't
limited to tech stocks. On top of this, some tech giants published
disappointing quarterly figures, prompting further concerns over
the outlook for the tech sector, which is so important to the US
economy.

The extent of the turmoil and the significant correction in such a
short space of time indicate there’s little room for further strong
price gains. The market had largely overlooked the economic risks
up to that point. Tech stocks seemed to move in only one direction:
upwards. But that's now over for the time being. Somewhat more
realistic risk analysis is now clearly starting to be applied. While
that’s positive, it also raises concerns.

Unfortunately, the global economic outlook hasn’t improved over
recent weeks. The Chinese economy is still floundering. Europe is
failing to gain much momentum, and more bad than good news
has been coming out of the USA lately. The latter development
won't come as a surprise to our customers, however. We've been
warning for some time that a significant slowdown in US economic
performance was the most likely scenario. That's also been reflect-
ed in our tactical asset allocation for some time — we've favoured
value stocks and the defensively positioned Swiss equity market,
while taking up an underweighted position in US equities.

However, as concerns over the economy grow, long-term bonds,
especially in the USA, are becoming more attractive. This means
now is the right time to bulk up our long underweighted allocation
of international interest-bearing securities: this will provide the port-
folio with greater balance and protection against any economic
downturn.




Positioning
Change in outlook

While the financial markets have settled down again somewhat after the turmoil, the outlook has
changed. We see US government bonds and the Japanese yen as good investment opportunities.

The financial markets held their breath over significant price vola-
tility last month. The value of higher-risk investments fell at the end
of July, while secure asset classes made gains. Although financial
market conditions have now settled down again somewhat, the
outlook has changed.

Carry trades in big trouble

Beleaguered carry trades in Japanese yen were at the center of last
month’s turbulent events. These inexpensive loans in yen to purchase
other investments come under pressure if the Japanese currency
appreciates strongly or the value of the investments made, such as
tech stock like NVIDIA, falls sharply. In such situations, the loans
taken out in yen often have to be repaid by quickly offloading the
investments purchased. This unwinding of the carry trades is
caused by appreciation of the Japanese currency and losses on the
investments made. This pattern of events has been very evident
over recent weeks.

Performance of asset classes

Tech stocks under pressure

In addition to the unwinding of the carry trades, disappointing
quarterly reports by major tech companies benefiting from the Al
boom, such as Microsoft, also contributed to the market turmoil.
Until early July, it seemed as though the profit expectations of these
companies would continue rising endlessly. However, the latest
reports put a dampener on these expectations. It's becoming in-
creasingly clear that investment in artificial intelligence still has to
pay off. We expressed scepticism over the high expectations in May
and adjusted our positioning in the tech-heavy US equity market
in favour of value stocks. In addition to significant price corrections

“There are growing concerns over a
slowdown in the US economy.”

Asset class MMinCHF YTD'inCHF 1MinLCY2 YTD'inLCY?
Currencies EUR -2.3% 2.6% -2.3% 2.6%
usD -3.3% 2.8% -3.3% 2.8%
JPY 3.7% -1.6% 3.7% -1.6%
Fixed Income Switzerland 1.8% 3.5% 1.8% 3.5%
World -0.3% 4.5% 3.1% 1.6%
Emerging markets -1.7% 8.5% 1.6% 5.5%
Equities Switzerland —2.2% 10.2% —2.2% 10.2%
World -6.0% 15.4% -2.8% 12.2%
USA -6.0% 17.9% -2.8% 14.6%
Eurozone —7.8% 8.2% -5.6% 5.5%
United Kingdom -3.6% 13.9% 0.9% 10.0%
Japan -8.1% 9.3% -11.3% 11.0%
Emerging markets —7.1% 10.2% -4.0% 7.1%
Alternative Swiss real estate -0.2% 6.1% -0.2% 6.1%
investments Gold ~1.3% 21.5% 2.1% 18.2%

' Year-to-date: Since year start
2 Local currency

Data as of 14.8.2024
Source: Allfunds Tech Solutions, MSCI, SIX, Bloomberg Barclays, J.P.Morgan




to tech stocks after the quarterly reports, the latest development
in the competition law investigations, with the judgement on the
Google case in the USA, also confirmed our positioning. This de-
velopment may strengthen the competition, making it harder to
generate high profit levels favoured by monopoly positions. Even
after the recent recovery on the financial markets, returning to the
previous trend may prove difficult in view of these prospects. That's
why we continue to favour value stocks.

Growing fears of recession in the USA

Growing concerns over a slowdown in the US economy proved
challenging for the financial markets last month. This realization
also appears to be gradually setting in on the financial markets.
Equity prices fell again worldwide after the publication of weaker
US labour market data at the end of July. In contrast to the rest of
the current year so far, bad economic news was also deemed a

Positioning relative to long term strategy: Swiss focus

negative development for the financial markets in July. This situa-
tion did not come as a surprise to us. We've been warning of the
risk of an economic slowdown in the USA for some time and have
adopted appropriate defensive positioning. With the heightened
risk of recession in the USA, lower capital market interest rates are
now much more likely, prompting us to neutralize our bond allo-
cation by purchasing US government bonds.

Japanese yen has potential to appreciate

During the recent turmoil related to the unwinding of carry trades,
the Japanese yen made strong gains. However, unlike other asset
classes, it has failed to recover since the turmoil. In our view, the
Japanese currency is unlikely to return to its previous level of weak-
ness. Instead, the yen looks set to make further gains, as it is still
significantly undervalued and has shown recent upward momen-
tum. For this reason, we recommend purchasing Japanese yen.

Asset class TAA" old TAA" new underweighted® neutral® overweighted?
- - + ++
Liquidity Total 7.0% 5.0%
CHF 1.0% 1.0%
Money market CHF 6.0% 2.0%
Money market JPY 0.0% 2.0%
Fixed Income Total 31.0% 33.0%
Switzerland 15.0% 15.0%
World? 10.0% 10.0%
Emerging markets? 6.0% 6.0%
US government bonds? 0.0% 2.0%
Equities Total 50.0% 50.0%
Switzerland 25.0% 25.0%
USA 6.0% 6.0%
Eurozone 3.0% 3.0%
United Kingdom 2.0% 2.0%
Japan 2.0% 2.0%
Emerging markets 10.0% 10.0%
World Value 2.0% 2.0%
Alternative Total 12.0% 12.0%
Investments Swiss real estate 7.0% 7.0%
Gold? 5.0% 5.0%

! Tactical Asset Allocation: short to mid-term orientation
2 Currency hedge to CHF
3 Positioning relative to our long-term asset allocation

— Adjustment compared to last month




Market overview
Fixed income

Both the prospect of US monetary policy being eased imminently and a shift to safe-haven
investments during the recent market turmoil resulted in price gains on the bond markets.

Indexed performance of government bonds in local currency
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While the US Federal Reserve hasn't yet eased its monetary policy,
the clear change in the tone of communication has significantly
improved the chance of a policy rate cut in September. Market
participants are now actually expecting an interest rate cut of over
25 basis points. Both the growing signs of a slowdown in the US
economy and the recent turmoil on the bond markets have led to
substantial price gains.

Source: SIX, Bloomberg Barclays

Trend in 10-year yields to maturity
In percent
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The downward trend in long-term interest rates gained momentum
last month. US capital market interest rates fell very sharply. Yield
to maturity on 10-year government bonds currently stands at
below 3.9 percent — its lowest level since the end of last year.
Capital market interest rates are at a low level in Switzerland too.
The yield on 10-year Swiss federal bonds is at its lowest for two
years. Japanese capital market interest rates actually fell — despite
the policy rate being raised at the end of July. 10-year government
bonds were still yielding over 1 percent in mid-July.

Source: SIX, Bloomberg Barclays
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The credit spreads of corporate bonds haven't reflected any fears of
recession so far. Instead, spreads have remained at a remarkably low
level, particularly in the USA. That all changed last month. With
growing signs of a US economic slowdown, credit spreads widened
considerably, especially in the USA. Spreads on US corporate bonds
have now returned to their level of year-end 2023.

Source: Bloomberg Barclays




Market overview

Equities

The sudden unloading of equities, triggered by beleaguered carry trades, growing concerns over
the economy and disappointing results in the reporting season saw equity markets suffer substantial

losses last month

Indexed stock market performance in Swiss francs
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The equity markets were hit by turmoil last month. Heightened
concerns over the US economy, disappointing quarterly reporting
from major tech companies and beleaguered carry trades in Japa-
nese yen all played a key part in this development. The biggest
loser was the Japanese equity market. Well over 10 percent has
been wiped off its value over the past four weeks. Conversely,
defensively positioned equity markets, such as those in Switzerland
and the UK, performed more robustly. Last month’s losses were
even more painful for Swiss investors due to the strong franc.
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Market overview

Swiss real estate investments

The value of Swiss real estate funds fell again recently — despite lower capital market interest rates —
but are still well into positive territory since year-opening.

Indexed performance of Swiss real estate funds
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The exchange-listed Swiss real estate funds also struggled last
month. This occurred despite Swiss capital market interest rates,
and, in turn, opportunity costs for long-term investment, falling
significantly over the same period. Yield to maturity on 10-year
Swiss government bonds declined from around 0.5 percent in
mid-July to 0.35 percent in mid-August. The slight correction on
the Swiss real estate market may indicate that any scope for
further significant gains — like those seen over recent months due to
higher rents and consequent improvement in expected returns — has
gradually been exhausted. The performance of Swiss real estate
funds is nevertheless still well up on year-opening.

Source: SIX
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Investors in exchange-listed real estate usually have to pay a premium
on the net asset value (NAV) of properties. This premium has dropped
slightly due to the recent decline in the value of exchange-listed
funds. The current level is nevertheless still at the upper end of the
range. Significantly higher premiums have only been observed in the
past during periods of negative interest on 10-year government
bonds.

Source: SIX

3-month SARON and 10-year yields to maturity
In percent
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The interest-rate situation has changed dramatically in Switzerland
over recent months. On one hand, short-term interest rates, such
as the three-month SARON, have fallen significantly after the Swiss
National Bank (SNB) cut its policy rate twice, easing money market
conditions. On the other, long-term interest rates, which are set
on the capital market, have dropped again in recent weeks. The
yield on 10-year Swiss government bonds now stands at just 0.35
percent. As both short-term and long-term interest rates have
fallen at the same time, the interest curve remains inverted. This
means the unusual situation, where short-term money market
investments are yielding a higher return than long-term capital
market investments, continues for the time being.

Source: SIX




Market overview
Currencies and cryptocurrencies

The Japanese yen has appreciated significantly over recent weeks, while the Swiss franc has also made
strong gains. Currencies losing ground by contrast include the US dollar.

The Japanese yen'’s strong appreciation has had a major impact on momentum on the financial markets over recent weeks. The Japanese
currency was up by almost 10 percent against the US dollar from mid-July to early August. Despite a slight reversal over recent days, it has
still appreciated significantly. The yen soared after the Japanese central bank’s change in monetary policy. The unwinding of beleaguered
carry trades and repurchases in connection with this are likely to have supported the currency.

Last month’s winners also included the Swiss franc — considered a secure investment — which benefited from general uncertainties in the
financial system. In contrast, the US dollar depreciated.

Currency pair Price PPP' Neutral area? Valuation
EUR/CHF 0.95 0.93 0.86-1.00 Euro neutral
USD/CHF 0.87 0.79 0.69-0.90 USD neutral
GBP/CHF 1.11 1.20 1.04-1.36 Pound neutral
JPY/CHF 0.59 0.89 0.73-1.05 Yen undervalued
SEK/CHF 8.26 9.77 8.75-10.79 Krona undervalued
NOK/CHF 8.07 10.58 9.37-11.78 Krona undervalued
EUR/USD 1.10 1.17 1.02-1.33 Euro neutral
usb/JpY 147.33 89.05 69.05 - 109.05 Yen undervalued
USD/CNY 7.15 6.15 5.70 - 6.60 Renmimbi undervalued
Cryptocurrency USD rate YTD3 Annual high Annual low
Bitcoin 58'697 0.39 73121 39'528
Ethereum 2'666 0.16 4'073 2'207

' Purchasing power parity. This metric calculates an exchange rate using relative inflation rates. Source: Allfunds Tech Solutions,

2 Range of historically normal fluctuations. 3 Year-to-date: Since year start Coin Metrics Inc.

Gold

The precious metal remains very popular with central banks and investors and has made further
gains over recent weeks.

Indexed performance of gold in Swiss francs Demand for gold remains strong. The precious metal traded in US
100 =01.01.2024 dollars gained ground last month and stabilized at a new level of
over 2,400 US dollars per troy ounce. Momentum seems less strong
if performance is measured in Swiss francs, which is mainly due to
120 the appreciation of the Swiss currency. There are a number of
reasons why the price of gold is soaring at the moment — in addi-
tion to geopolitical uncertainty, the weak US dollar and lower
110 capital market interest rates are also creating favourable conditions
for the precious metal.
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Economy

Generally disappointing economic data

The economic data has generally been disappointing over recent weeks. The economic recovery
hoped for failed to materialize in both China and the eurozone, while the key leading indicators
weakened again in the USA. There has been positive impetus recently in the UK and — thanks
to strong export growth in the chemical and pharmaceutical sector — also in the Swiss economy.
This points to a continued slowdown in the global economy.

Switzerland

Growth, sentiment and trend
In percent
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Source: Bloomberg

The Swiss economy has been boosted by strong export growth in
the pharmaceutical and chemical sector over recent months. In the
second quarter, the real (price-adjusted) export volume climbed by
3.5 percent, lending considerable impetus to overall Swiss eco-
nomic growth. However, if we look at the sectors primarily geared
to domestic demand and exclude the positive effects of foreign
trade, then momentum remains low. The significant slowdown in
consumption recently and deteriorating sentiment in the services
sector are particularly striking. This means the economic recovery
is on shaky foundations, particularly in view of the Swiss franc,
which has appreciated strongly of late and could hold back a further
upturn in the export sector.

USA

Growth, sentiment and trend
In percent
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The economic data coming out of the USA has been mixed recently.
The figures for the second quarter were surprisingly positive. This
meant economic growth stood at 0.7 percent quarter-on-quarter
and at 3.1 percent year-on-year — with both figures exceeding the
long-term trend. Growth was also supported by all demand compo-
nents. By contrast, the figures on the current state of the economy
were disappointing. The unemployment rate rose again in July and
now stands at 4.3 percent compared with 3.6 percent at the start of
the year. Sentiment in industry has also deteriorated lately, pointing
to a substantial slowdown in business activity over the coming
months.




Eurozone

Growth, sentiment and trend
In percent
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The European economy continues to stagnate. The business outlook
of industrial companies remains at a very low level in view of a fall
in order intake and declining capacity utilization. The outlook of
services companies also worsened in July, presumably due to weak-
ening consumption of late. No progress has been made on tackling
inflation over recent months either. The inflation rate remains above
the European Central Bank’s (ECB) target range. On a positive note,
consumer confidence has improved recently and real wages are
growing strongly. Both factors may support consumption over the
coming months.

Emerging markets

Growth, sentiment and trend
In percent
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In China, the biggest economy amongst the emerging markets,
there is still no sign of recovery from persisting economic weakness.
In July, both consumption and investment figures remained at a
low level, while core inflation dropped to a remarkably low 0.4
percent, heightening the risk of a sustained deflationary phase. The
real estate crisis is continuing, reflected by an accelerated slump in
property prices. While the Chinese central government has tried to
counteract this development by easing monetary policy conditions,
the slight cuts made to interest rates will not be enough to kick-start
growth and inflation again.

2000 2005 2010 2015 2020 2025

Source: Bloomberg

Global economic data
Indicator Switzerland USA Eurozone UK Japan India Brazil China
GDP Y/Y' 2024Q1 0.6% 2.9% 0.5% 0.3% -0.9% 7.8% 2.5% 5.3%
GDP Y/Y'2024Q2 n.a.* 3.1% 0.6% 0.9% -0.8% n.a.* n.a.* 4.7%
Economic climate? A N - A A 7 N A
Trend growth? 1.3% 1.6% 0.8% 1.8% 1.1% 5.2% 1.6% 3.8%
Inflation 1.3% 2.9% 2.6% 2.2% 2.8% 3.5% 4.5% 0.5%
Key rates 1.25% 5.5% 4.25%>° 5.00% 0.3% 6.5% 10.50% 3.35%

' Growth compared to year-ago quarter

2 Indicator, measuring the overall sentiment and typically leading 1 to 2 quarters in advance of GDP.

Green arrow indicates an increasing economic growth, red arrow a slowing.

3 Potential growth. Long-term change in gross domestic product with sustainable capacity utilization.

4 No data available

°> This is the ECB’s main refinancing rate, the deposit rate is 0.5 percentage points lower.

Source: Bloomberg
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Model portfolios Swiss focus
Turning point

The financial markets came under pressure last month. Bad economic news has once
again become bad news for the financial markets. In particular, the increased risk of
recession in the USA significantly increases the probability of lower capital market
interest rates. We are therefore closing our underweight in bonds by buying US
government bonds. In addition, the continued massive undervaluation of the Japanese
yen and the momentum favour buying the Japanese currency.
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Legal information

This document and the information and statements it contains are for infor-
mation purposes only and do not constitute either an invitation to tender, a
solicitation, an offer or a recommendation to purchase a service, buy or sell
any securities or other financial instruments or to perform other transactions
or to conclude any kind of legal transaction.

This document and the information it contains is intended solely for persons
domiciled in Switzerland.

The investment analyses from Investment Research are produced and published
by PostFinance. PostFinance selects the information and opinions published in
this document carefully and includes sources deemed reliable and credible.
However, PostFinance cannot guarantee that this information is accurate, re-
liable, current or complete and, to the extent permitted by law, does not as-
sume any liability for it. In particular, PostFinance rejects any liability for losses
resulting from investment performance based on information contained in this
document. The content of this document is based on various assumptions.
Differing assumptions can result in significantly different outcomes. The opin-
ions expressed in this document may differ from or contradict the views of
other PostFinance business units, as they are based on the use of different
assumptions and/or criteria. The content of this document is specific to a par-
ticular date. This means that it is only current at the time of creation and may
change at any time. Past performance is not a reliable indicator of future results.
The performance shown does not take account of any commissions and costs
charged when purchasing units or of the service fee. The price, value and return
of investments may fluctuate. Investment in financial instruments is subject to
certain risks and does not guarantee the retention of the capital invested or
an increase in value. The analyst or group of analysts who produced this report
may interact with employees from marketing and sales or other groups for the
purposes of collecting, compiling and interpreting market information.
PostFinance has no obligation to update information or opinions, to specify
that information is no longer up to date, or to remove such information.

No advice (investment, legal or tax advice, etc.) is provided through this doc-
ument. This information does not take into consideration the specific or future
investment objectives, financial or tax situation or particular needs of any
specific recipient. This means the information and opinions are not a suitable
basis for investment decisions. We recommend that you consult your financial
or tax advisor before every investment. Downloading, copying or printing this
information is permitted for private use only, provided that the copyright notice
or other legally protected names or symbols are not removed. Complete or
partial reproduction, communication (electronic or otherwise), modification,
linking or use of the newsletter for public or commercial purposes and
non-commercial distribution to third parties is prohibited without prior written
consent from PostFinance. PostFinance accepts no liability for claims or legal
action by third parties based on the use of this information. Further information
is available on request.

PostFinance Ltd
Mingerstrasse 20

3030 Bern

Phone +41 58 448 14 14

www.postfinance.ch

PostFinance'=

Important information on sustainable investment strategies
PostFinance may include sustainable investments when selecting instruments
for the model portfolio. This means that environmental, social and governance
(ESG) criteria are taken into account in investment decisions. If ESG criteria are
implemented, certain investment opportunities may not be pursued which
would otherwise be compatible with the investment goal and other general
investment strategies. Taking account of sustainability criteria can result in the
exclusion of certain investments. As a result, investors may not pursue the
same opportunities or market trends as investors who do not apply such
criteria.

Source: MSCI. Neither MSCI nor any other party involved in or related to
compiling, computing or creating the MSCI data makes any express or implied
warranties or representations wieht respect to such data (or the results to be
obtained by the use thereof), and all such parties hereby expressly disclaim all
warranties of originality, accuracy, completeness, merchantability or fitness for
a particular purpose with respect to any of such data. Without limiting any of
the foregoing, in no event shall MSCI, any of its affiliates or any third party
involved in or related to compiling, computing or creating the data have any
liability for any direct, indirect, special, punitive, consequential or any other
damages (including lost profits) even if notified of the possibility of such dam-
ages. No further distribution or dissemination of the MSCI data is permitted
without MSCl's express written consent.

Source: J.P.Morgan. Information has been obtained from sources believed
to be reliable but J.P. Morgan does not warrant its completeness or accuracy.
The Index is used with permission. The Index may not be copied, used, or
distributed without J.P. Morgan’s prior written approval. Copyright 202[0],
JPMorgan Chase & Co. All rights reserved.

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark
and service mark of Bloomberg Finance L.P. and its affiliates (collectively
“Bloomberg”). BARCLAYS® is a trademark and service mark of Barclays Bank
Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg
or Bloomberg’s licensors, including Barclays, own all proprietary rights in the
Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves or en-
dorses this material, or guarantees the accuracy or completeness of any infor-
mation herein, or makes any warranty, express of implied, as to the results to
be obtained therefrom and, to the maximum extent allowed by law, neither
shall have any liability or responsibility for injury or damages arising in connec-
tion therewith.

Copyright © Allfunds Tech Solutions (ATS-CH) and its data suppliers
and data owners. All rights reserved. This information may not be passed on
to or used by third parties. ATS-CH and its data suppliers and data owners do
not provide any guarantee, in particular for data being accurate, up to date
and complete. ATS-CH rejects any liability, in particular for any damages or
expense that may result from the use of the data.

Copyright © SIX Financial Information and its data suppliers. All rights
reserved. Passing on and usage of any information or date by third parties are
prohibited. SIX Financial Information and its data suppliers assume no guaran-
tee and no liability. This content and the disclaimer may be changed at any
time without prior notice.

Copyright © 2023 Coin Metrics Inc. All rights reserved. Redistribution is not
permitted without consent. The data does not constitute investment advice and
is for informational purposes only and you should not make an investment
decision on the basis of this information. The data is provided “as is” and Coin
Metrics will not be liable for any loss or damage resulting from information
obtained from the data.

Data as of 15 August 2024
Editorial deadline: 19 August 2024
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