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EDITORIAL

Back to school, pack your school bag

And brace yourself for a good dose of patience

Will Donald Trump’s aggressive policy line eventually bear
fruit? For several months now, we have been witnessing the
rise of a new style of governance, one that offers little
comfort for future generations: the rule of the strongest.

With Eurozone GDP growth at just 0.2% in Q2 2025, EU
member states are scrambling on two fronts: cutting deficits
on one side, and implementing ambitious development plans
on the other, Germany being a prime example.

Defense spending

The share of spending on armament and defense programs,
which until now had been set at 2% by NATO, will rise to
3.5%, and eventually to 5% of GDP. Germany, which had
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planned a €100 billion program in 2022 spread over several
years, has significantly increased these figures to reach €65
billion in 2025 alone. Rheinmetall and other European
defense companies, as well as German small and mid-cap
firms, are set to benefit.

And France ?

Meanwhile, neighboring France is grappling with its fragile
government and a political season that will be marked by
numerous strikes. The International Monetary Fund has just
published the outlook for government debt trajectories in
Europe. While Italian debt remains high, its trajectory is flat,
as is Spain’s. German debt is rising from 60% to 80% of GDP
due to infrastructure and defense spending plans. French
debt is climbing significantly, moving closer to Italy’s level.
This debt is also held by non-European investors, who may
begin to offload it. All the more frustrating given that French
GDP rose by 0.3% in the second quarter and wages increased
by +0.2% over the same period.

What consequences can we expect for the markets?

Since 2022, American wages have been on the rise,
household consumption has remained strong, and this
has enabled U.S. companies to report solid quarterly
results at the end of July, pushing the stock market to
record highs.

Benoit Derwael

Head of
Investment Solutions
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Assessment of the economic situation

Jerome Powell took advantage of Jackson Hole to reinforce the impression that a cut in US central bank rates was
planned for September.

But why are US rates at 4.5% ?

Potential rate cut in US Source: Bloomberg
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If ). Powell has no reason to yield to D. Trump’s pressure, is it
really necessary to keep U.S. benchmark rates at 4.5% when
inflation stands at 2.7% and growth at 3.3%? Yes, tariffs are
inflationary in the short term, provided spending remains
unchanged. But, as with the supply chain disruptions of 2020,
companies will eventually find alternative sources of supply.
China, whose exports to the U.S. accounted for 14% in October

Tmplied Overnight Rate
2024, has seen that share fall to 9% by June 2025. 3, B Nurnber of Hikes,/Cuts
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The comeback of uranium for electricity
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Spending on artificial intelligence remains high and well
supported. Today, emails, memos, backups, calculations, and so PRICE o ERAGE ELECTRICITY
on consume enormous amounts of energy. The shift toward
more so-called intelligent search engines is already underway.
Electricity demand and prices, as highlighted by the St. Louis
Fed, present a real challenge, making the construction of nuclear
power plants necessary. Uranium, once shunned, is making a

virtuous comeback!

Happy birthday Warren: 95 years old 013k ) : s il PP
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“We take profits too quickly and don’t cut losses quickly
Warren Buffett's Portfolio
2025 May Vvs. 2000 X g

*

enough,” he said of his early investments... Berkshire Hathaway
stock may not be at an all-time high like the S&P 500, but since
1988, it has delivered an annualized return of nearly 16%, with
only six negative years. A stable investment and a true creator of
value for shareholders. The “young” 63-year-old Greg Abel,
formerly head of BRK’s energy division, has now been appointed
to lead the holding company.

5/ Chevron
517188 —
6%

“Coca-Cola §

The group’s latest acquisitions include UnitedHealth Care and
Occidental Petroleum.

What about the SNB's monetary policy?

The SNB cut its benchmark rate to 0% in June 2025 following mounting uncertainty. The probability of rates remaining
declining inflation figures and with the franc still remaining unchanged in September now seems firmly established, despite
strong. The 39% tariffs imposed by the U.S. administration are the currency still being sought as a safe haven, even against the
changing the picture, with a less dynamic labor market and euro.

PROBUS +$- PLEION +3

www.probuspleion.com



S &

Financial markets during the month

The S&P 500 reached a new historic high, briefly surpassing 6’500 points. It continues to be driven by a concentra-
tion of a few technology stocks, despite weaker growth momentum.

Earnings per share are too high.

Despite stronger-than-expected second-quarter 2025 earnings,
U.S. equities remain highly valued. We are in a relatively young
bull market cycle, supported by expectations of future rate cuts.
The impact of tariffs is felt less in the services sector, which
remains resilient, while small and mid-caps are showing signs of
recovery.

Focus on geographic and sector diversification.

Main concern: the US dollar

While the USD/DXY has stabilized over the past month, there
are still no tangible signs of recovery. Tariffs provide immediate
revenues for the government, much like capital gains taxes on
equity portfolios in April. However, debt maturities will need to
be rolled over, and buyers—also abroad—must be found to
absorb these new issues. That is far from guaranteed, given the
way allies are being treated. Current global growth is keeping
energy and commodity prices relatively high, which in turn
sustains continued demand for the USD. European political
tensions, meanwhile, prevent the euro from emerging as a

strong alternative currency.

China is benefiting from this

Although the renminbi is still not widely represented in Western
portfolios, Chinese equities gained +10% in August alone,
drawing strong interest from domestic investors thanks to
improving confidence indicators (PMI at 50.5) and rising growth
(industrial production +5.7%). Following the “Deepseek effect”
at the end of January, foreign investors also turned their
which highly
competitive—even without Nvidia’s H20 chips. At the end of the

attention to Chinese technology, remains

month, Alibaba reported a 76% year-on-year increase in profits,
driven by its cloud business. As China’s e-commerce leader, the
stock surged +18.5% in a single day.

Is a turning point emerging between the various financial
tectonic plates on the planet? Who is really the strongest ?
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Our convictions

Least Attractive Unattractive

Neutral

Attractive Most Attractive Comments

US Equity

O

Valuations remain expensive

EU Equity

O

The 52 outlook is attractive

Swiss Equity

Buy the dips

Japanese Equity

Solid fundamentals, but trend must improve

Chinese Equity

Attractive valuations & breakout in sight

Asian EM

Cash & Short term debt

Favor 3-5 y maturities in EUR, 2-3 y in USD

US Long term debt

Excess supply could push yields higher

EU Long term debt

Risk / return unattractive

DM High Yield

EM Debt [Local)

Attractive for USD profiles

EM Debt (Hard)

Precious Metals & Miners

Gold mines still offer potential

Commodities

Weak USD should provide support

REITs (EU+CH]

The recent rise needs to be consolidated

Private Marksts

. Current Conviction O Previous Conviction

Comments on investment decisions

In September, we will see the beginning of the U.S. rate-cutting cycle. If the process is

measured and well

communicated, it will support U.S. companies by lowering their financial burden. This should trigger a repositioning

toward so-called riskier assets. Stay diversified.

Equities

August was once again a supportive month for U.S. equities,
particularly those linked to the technology sector. The
enthusiasm around artificial intelligence is in full swing, even
as sector valuations reach levels that will be increasingly
difficult to sustain over time. Chinese equities rebounded,
after the lack of a US—China trade deal and the development
of Al. European equities remain flat, reflecting Q2 earnings
releases, while Swiss equities are suffering from a strong franc
and will be further penalized by the U.S. tariff of 39%.

Bonds

Markets remained relatively stable in August as investors
awaited central bank meetings in September. One to two rate
cuts are expected in the U.S. for 2025, while Switzerland and
Europe may remain on hold. Credit spreads are very tight,
reflecting a still-healthy economy, but this calls for caution in
terms of risk/reward. Therefore, we currently favor emerging
market yields in local currency.
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Precious metals, listed real estate (REITs)

Gold advanced in August, returning to its April 2025 all-time
high of USD 3,500 per ounce. For the first time in 30 years,
gold holdings surpassed U.S. Treasuries in foreign central
bank reserves. Silver also posted strong gains, rising +7.4% in
August. We remain neutral on listed real estate. In the U.S.,
the anticipated decline in policy rates should support a
recovery in the housing market. In Europe, falling rates have
already boosted real estate, but political instability in France
weighed on assets at the very end of the month. In
Switzerland, the market, which had only partially participated
in this trend in 2025, rose 2-3% in August, favoring assets
that prioritize quality properties.

Currencies

The rebound of the U.S. dollar was short-lived after its sharp
decline since the beginning of the year. D. Trump’s aggressive
policy and tariffs are discouraging transactions in USD.
Normally, lower interest rates should weigh negatively on the
currency. There is no reason to go against this view.
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Performance summary
Equity performance
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Performance of bonds, currencies and commodities
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Contact for Switzerland

Rue Frangois-Bonivard 12 ¢ 1201 Geneve
t+4122 906 81 81

Schauplatzgasse 9 ¢ 3011 Berne
t+41 58404 29 41

Boulevard de Grancy 1 ¢ 1006 Lausanne
t+41 22308 18 50

Chemin du Midi 8 ¢ 1260 Nyon
t+41 22906 81 50

Rue Pré-Fleuri 5 ¢ 1950 Sion
t+4127 3290030

Rue du Centre Sportif 22 ¢ 1936 Verbier
t+4127 329 06 83

Seidengasse 13 ¢ 8001 Zurich
t+4143 3221580

Contact for Mauritius

Suite 301 ¢ Grand Baie Business Quarter
Chemin Vingt Pieds ¢ Grand Bay 30529

Republic of Mauritius
t+230 263 46 46

info@probuspleion.mu ¢ www.probuspleion.mu

Contact for Dubai

DIFC ¢ Emirates Financial Towers

South Tower ¢ Office 1101
P.O Box 9519 ¢ Dubai ¢ United Arab Emirates

t+971 4 305 8000

info@probuspleion.ae ¢ www.probuspleion.com

Contact for Thailand
283/78 15th Floor ¢ Home Place BLDG

) . . Sukhumvit 55 (Soi Thong Lor 13) ¢ Klongton Nua
info@probuspleion.ch ¢ www.probuspleion.ch

Wattana ¢ Bangkok 10110 ¢ Thailand

Contact for Luxembourg t +66 27 129 660

2A rue Jean Origer ¢ L-2269 Luxembourg
t+352 2625320

info@probuspleion.com ¢ www.probuspleion.com

info@probuspleion.lu ¢ www.probuspleion.lu
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Disclaimer: This document has been prepared using sources believed to be reliable but should not be assumed to be accurate or complete. The statements and opinions it
incorporates were formed after careful consideration and may be subject to change without notice. The author and distributors of this document expressly disclaim any and all
liability for inaccuracies it may contain and shall not be held liable for any damage that may result from any use of the information presented herein. Past performance is not
indicative of future results. Values of an investment may fall as well as rise. This document is intended for information purposes only and should not be construed as a
recommendation, an offer or the solicitation of an offer to buy or sell any investment products or services. The use of any information contained in this document shall be at the sole
discretion and risk of the user. Prior to making any investment or financial decisions, an investor should seek individualized advice from his/her financial, legal and tax advisors that
consider all of the particular facts and circumstances of an investor's own situation.

DIFC: This document is directed at Professional Clients as defined under the rules and regulations of the Dubai Financial Services Authority (DFSA). Probus Middle East Limited is
regulated by the DFSA.

Switzerland: This document is directed at Professional Clients and/or Qualified Investors as defined under the rules and regulations of the Swiss Financial Market Supervisory
Authority (FINMA). Pleion SA is regulated by the FINMA.

Mauritius: This document is directed at Professional Clients and/or Qualified Investors as defined under the rules and regulations of the Financial Services Commission (FSC).

Luxembourg: This document is directed at Professional Clients and/or Qualified Investors as defined under the rules and regulations of the Grand-Duchy of Luxembourg. Clients’ data
is protected under the REGULATION (EU) 2016/679 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 27 April 2016 on the protection of natural persons with regard to the
processing of personal data and on the free movement of such data, and repealing Directive 95/46/EC (General Data Protection Regulation).

Data Privacy Policy Important Notice: Companies within the Probus Pleion Group recognize the importance of keeping the personal data of its customers and other counter-parties
confidential and protecting their privacy rights. While each company within the Probus Pleion Group has its own privacy policy in accordance with the applicable standards, you may
access Probus Pleion Group global privacy policy at the following url: https://www.probuspleion.com/data-protection-policy
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