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EDITORIAL

$39 billion surplus = 39% in taxes

When absurdity has no more limits

The above formula is most likely the one used by the US president to
set the customs duty rate imposed on Switzerland. Why not 44.78%,
like the altitude of the Matterhorn (4,478 m), or 40.97%, like the
distance in miles between Bern and Washington? At the beginning
of August, on the very day of our National Day (how ironic), the
surprise is total and the shock severe for the Swiss industry. The
United States is Switzerland's largest market, accounting for 18.6%
of exports in 2024, compared with 14.7% for its second largest
market, Germany.

Swiss naivety in the face of an authoritarian regime

One need only look at how badly the US has treated its closest
partner and neighbor, Canada, threatening it with nothing less than
annexation, to realize that the diplomatic practices of the past are
no longer of any use in dealing with a regime that must now be

Details of the $39 billion trade surplus
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considered authoritarian since Donald Trump's second election.

According to a Bloomberg source, it seems that the telephone
conversation between the US president and Swiss president Karin
Keller-Sutter went badly and that, in a fit of anger, Donald Trump
came up with this formula to determine the rate of tax imposed on
Switzerland. To date, pharmaceutical products are not (yet) affected,
but the September 29 deadline imposed on 17 pharmaceutical
companies to submit a plan to lower drug prices in the US could well
mean, if the offers made are rejected, a return of the sector to the
list of taxed products.

The market is (still) hoping for yet another U-turn

At this stage, opinions differ on the likelihood of yet another U-turn
by Donald Trump, but time is ticking and the number of issues on the
president's desk does not bode well for the Swiss issue returning to
“the top of the pile”. Among the big losers are the watchmaking
industry and all the SMEs for which “Swiss Made” is a fundamental
part of their production. For Swiss multinationals and
pharmaceutical companies, there is more room for maneuver, but
the damage has already been done.

What consequences can we expect for the markets?

While the customs duties imposed on the EU and
Japan are ultimately a lesser evil, the 39% imposed
on Swiss industry is a real blow that is sure to weigh
on the prices of many Swiss stocks in the coming

quarters.

Kim Muller

CIO (Switzerland)



Assessment of the economic situation

The US job market is weaker than expected, pushing the unemployment rate up to 4.2%. The probability of a Fed
rate cut in September rises to 80%, while European economic growth stagnates.

The US employment deemed too low, manager fired...

The publication of US employment figures (non-farm payrolls) for July
showed a marked slowdown, with only 73,000 jobs created, but it was
above all the sharp downward revisions to the figures for May and June
that surprised the markets, with no fewer than 258,000 jobs in total
having "disappeared " since the initial publications. Thus, over the last
three months, job creation has been at its lowest level since the
pandemic, given that 100,000 to 150,000 jobs need to be created each
month to maintain a stable unemployment rate, which now stands at
4.2%. Furious at this result, Donald Trump immediately fired (sic) the
head of statistics...

US copper premium “evaporates” in one trading session..

Since the beginning of the year, copper traders had slowly built up
stocks on the Comex (Commodities Exchange), fearing that the Trump
administration would impose import taxes on the red metal. Gradually,
a premium developed between Comex and LME (London Metal
Exchange) prices, fluctuating between 5% and 15% during the first half
of the year. In early July, these fears were confirmed with the
announcement of a 50% tax on copper imported into the US. The
premium for copper listed on Comex then rose sharply to 25%-30%
before finally collapsing to 3% in one day at the end of July, when the
US administration decided that the tax would only apply to finished
products and not to the raw metal...

Democrats are not capitalizing on the current chaos

While President Trump's approval ratings are falling significantly, largely
due to his numerous controversial statements and the chaos
surrounding the White House, the Democrats currently seem unable to
satisfy those who are dissatisfied. Their approval rating also continues
to plummet and is at its lowest level in more than three decades, with
many Americans not identifying with a party they consider too left-wing

and too focused on minorities, whatever they may be.

What about the SNB's monetary policy?

The SNB announced a loss of CHF 15.3 billion in the first half of
the year, mainly due to a CHF 22.7 billion loss on foreign
exchange (primarily in USD). On the positive side, the gold
position (unchanged in volume) yielded CHF 8.6 billion, following
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Premium for US Copper Collapses After Tariff Shock

Plunge in New York futures narrows gap to LME benchmark
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Americans’ Favorable Ratings of the Democratic Party

Please tell me whether you have a favorable or unfavorable opinion of each of the following
parties. The Democratic Party
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the surge in gold prices. If this result is confirmed in December, it
would mean no dividend for the year. A dividend that could
amount to CHF 3 billion, which the Confederation and the

cantons would greatly need.



Financial markets during the month

The S&P 500 hit a new all-time high on July 31, following strong results from Microsoft and Meta. The bond market
took note of weak US employment figures for July, while gold held steady.

Has the price of “Mag 6” gone too high?

We have frequently discussed the staggering market capitalizations of
the heavyweights on the US stock market, and in particular the gap
between them and their European counterparts.

If we take the top six (Tesla no longer really is magnificent in our view),
a new peak was reached on July 31, with two companies now valued at
over $4 trillion and almost six at over S$2 trillion. Using a price/earnings
multiple of 20x, a level that prevails when growth is “normalized,” a
valuation of $4 trillion would imply annual profits of $200 billion, or $4
billion per week... Even if the current consensus remains very positive
about the growth of artificial intelligence and its applications, will it be
possible to further increase or monetize the pharaonic expenditures
currently being made?

The risk of (long) duration does not pay off

For once, we are distancing ourselves from the short-term fluctuations
of the yield curve, which is pushed down or up depending on the
strength of economic data. In the long term, as demonstrated by this
study of the US Treasury bond market over the past 65 years (!),
investing in long-term (7-10 years) or very long-term (20 years) yields
does not pay off. In fact, the total yield is around 6% per annum, which
is less than the 5-7 year segment and the same as the 3-5 year segment,
while being subject to much higher volatility.

For private clients, the 3-5 year segment is the most attractive,
combining sufficiently attractive yields with volatility that is “bearable”
for the majority of investors. Very long durations are therefore clearly
intended for institutional portfolios or benchmarked management that
must replicate indices.

The Baltic Dry Index is on the rise again

It has been a long time since anyone mentioned this index, which, for
the record, shows the cost of maritime transport for dry bulk
commodities (i.e., not oil or gas). It is composed of several sub-indices
based on ship size, including the Capesize Index for the largest ships,
the Panamax Index for those capable of passing through the canal, and
the Supramax Index for smaller ships. While this highly volatile index
reached a two-year low in February, the new situation imposed by US
customs duties is further complicating the global supply chain,
particularly for shipments to the United States. As a result, the cost of
maritime freight could rise further (+20% in 2025), placing even greater
demands on the available fleet and thus delighting maritime transport

companies.
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The market capitalization of the “Magnificent 6”

Rank * Name Market Cap

1 NVIDIA $4443 T

> MWW Microsoft 4001 T
0o o $

3 g Arple $3.119T

4 a ATazon $2486T
#~ Alphabet (Google)

5 P 9 2353T
a GOOG $

& O Mgta Platforms (Facebook) $1969 T

Source: CompaniesMarketCap.com
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The Baltic Dry Index in 2025
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Our convictions

Least Attractive Unattractive

Neutral

Attractive Most Attractive Comments

Valuations remain expensive

The $2 outlook is attractive

Buy the dips

Solid fundamentals, but trend must improve

Attractive valuations & breakout in sight

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 Markets

' Current Conviction O Previous Conviction

Comments on investment decisions

The US budget has been finalized, the debt ceiling raised, and most customs duties are now known. US corporate
earnings have exceeded expectations, but the latest employment figures have cast doubt on future growth. Bonds
are hesitant, gold is still consolidating, and the dollar is rebounding.

Equities

July was another good month for US equities, particularly
those linked to the technology sector. Enthusiasm for artificial
intelligence is at fever pitch, while valuations in the sector are
reaching levels that will be difficult to sustain over the long
term. Japanese equities rebounded in the wake of a US-Japan
trade agreement that the market deemed acceptable, if not
balanced.

European equities are treading water, mirroring the profits
announced for Q2. Swiss equities are suffering from the
strong franc and will suffer from the 39% customs duty.

Bonds

The slightly less accommodative tone adopted by the ECB at
its July 24 meeting pushed up yields at the short end of the
yield curve. Market participants are now less confident about
the likelihood of a further rate cut before the end of the year.
In USD, the likelihood of a Fed rate cut in September is
skyrocketing, following poor July employment figures and
downward revisions for May and June.
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Precious metals, listed real estate (REITs)

Gold remained flat in July, posting a 0.4% decline over the
month. The rebound of the dollar in July played a role, with
the greenback posting a monthly gain of 3.2%. Platinum
“came down to earth”, falling by $200 per ounce at the end of
the month, after its peak of $1,488 set on July 18. REITs spent
a month under pressure, as the ECB's cycle of rate cuts
appeared to be coming to an end. Our downgrade last month
from attractive to neutral proved to be appropriate in
anticipation of a more constructive market dynamic. A further
5% decline would turn us more positive on the segment.

Currencies

The greenback's decline was so sharp in the first half of the
year that a rebound seemed inevitable. The question was not
whether this rebound would occur, but rather how strong it
would be. Currently, it has been 3%, with the Dollar Index
stalling at the 100 level. If expectations of rate cuts in 2025,
but especially in 2026 (the end of Powell's term in May 2026),
were to increase, there is no doubt that the dollar could
quickly come under pressure again.
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Performance summary
Equity performance

Equity Indices Last 1m Return (%) YTD Return (%) 1y Return (%)
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Performance of bonds, currencies and commodities

Fixed Income Indices Last 1m Return (%) YTD Return (%) 1y Return (%)
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Currency Last 1m Change (%) YTD Return (%6) 1y Return (%)

Commodity Last 1m Change (%) YTD Return (%6) 1y Return (%)




Contact for Switzerland Contact for Mauritius

Suite 301 ¢ Grand Baie Business Quarter

Rue Francois-Bonivard 12 ¢ 1201 Gené
ue Frangois-sonivar eneve Chemin Vingt Pieds ¢ Grand Bay 30529

t+4122 906 81 81
Republic of Mauritius

t+230 263 46 46
Schauplatzgasse 9 ¢ 3011 Berne

t+4158 404 29 41 info@pleion.mu ¢ www.pleion.mu

Boulevard de Grancy 1 ¢ 1006 Lausanne
t+4122 308 18 50

Contact for Dubai
Chemin du Midi 8 ¢ 1260 Nyon

t+4122906 8150 DIFC ¢ Emirates Financial Towers

South Tower ¢ Office 1101

Rue Pré-Fleuri 5 ¢ 1950 Sion P.O Box 9519 ¢ Dubai ¢ United Arab Emirates

t+4127 32900 30
t+971 4 305 8000

Rue du Centre Sportif 22 ¢ 1936 Verbier info@probus.ae ¢ www.probus-group.com
t+4127 329 06 83

Seidengasse 13 ¢ 8001 Zurich Contact for Thailand
t+4143 3221580 283/78 15th Floor ¢ Home Place BLDG

Sukhumvit 55 (Soi Thong Lor 13) ¢ Klongton Nua
Contact for Luxembourg ( gtor 13) 8

2A rue Jean Origer ¢ L-2269 Luxembourg
t+352 2625320 t +66 27 129 660

Wattana ¢ Bangkok 10110 ¢ Thailand

info@bcblux.lu ¢ www.bcblux.lu info@probus.ae ¢ www.probus-group.com
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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




