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I NTRODUCTI ON

Let heest mehnv €51 smas e

INTRODUCTION

Letter to Investors - Investment Climate

. Macroeconomic uncertainties and surprises mark the quarter
o Slowdown scenario replaces recession risks

o Further easing of inflation and inferest rates likely

. Temporary decoupling of monetary policies

. A more favourable half-year for equities

. Positive outlook for financial assefs

The 2nd quarter was marked by major uncertainties and surprises on
the macroeconomic front, which shook up the financial markets quite
considerably in April, before offering a little more serenity thereafter.
The turnaround in investor sentiment and stock market sentiment af the
start of the period was due to overly robust US economic statistics,
which pushed back the date of the Fed's monetary policy pivot to
December and thus dashed all hopes of rapid rate cuts in the 1st half
of the year. The inferruption of the downward trend in inflation and the
resilience of the labour market completely altered expectations of rate
cuts, despite disappointing GDP growth in Q1 (+1.3%), well below
consensus expectations (+2.5%). The end of the quarter will finally be
more positive, thanks in particular to new economic surprises showing a
probable slowdown in activity in the USA and in the labour market.
In Europe, the risks of recession were gradually dismissed in both the
eurozone and the UK, giving way to a scenario of moderate slowdown
followed by a probable recovery in the 2nd half of the year. But it was
above all the inflation figures that offered the relief investors had been
hoping for, revealing a further weakening in most industrialized
countries. In the USA and Europe in particular, renewed hopes of future
declines were finally supported by a more favourable frend in the
services segment. Long seen as a brake on further inflationary decline,
statistics over the past few months have finally suggested a reduction
in price pressures in this important segment.

The last day of the quarter ended on a positive note for US inflation,
which should once again increase the likelihood of key rate cuts in the
medium ferm. Indeed, the Fed's preferred measure of core inflation
(excluding housing and energy) slowed to just +0.08%/month and
+2.6%/year, recording its slowest advance since 2020 and moving a
little closer to the central bank's target of +2%. The end of the month
thus suggests that the economy is moving in the right direction,
with moderate growth, declining inflation and a more « normal » labour
market. These elements tend to reinforce the senfiment that
developed during the month, and which had enabled 10-year US
Treasury yields to continue the easing phase initiated at the end of
April. Expectations of the Fed's future monetary policy were not really
affected in June, however, as future Fed funds have remained stable
for the past two months at 5.25% (September) and 5% (December). In
this environment, however, fixed-income markets still appear to be in a
holding pattern, despite the slight easing observed in all regions over
the past few weeks. The Federal Reserve's still intractable stance
certainly has a lot to do with this, and is keeping investors from faking
long positions in the bond markets.

The US central bank still seems reluctant to adjust its monetary policy,
despite the growing flow of statistical data pointing to an economic
slowdown. After having feared, probably excessively, that the US
economy would not respond to rate hikes and tighter monetary

conditions, when employment and inflation statistics stabilized in April,
the Fed now seems still frapped by its wait-and-see stance.
And yet, having often stressed that its monetary policy would evolve
according fo published statistics (data-dependent policy), it now
seems that it is still positioned on a « neutral » bias, even though signs of
a slowdown are materializing more and more clearly. While economic
data is surprising on the downside, and signs of weakening inflation are
mounting, the Fed sfill doesn't seem ready for action.

The announced decoupling of monetary policies has now been
consummated by this inaction and that of the BoE, while the SNB has
already cut its key rates for the second time, and the ECB and BoC also
made a change fo a more accommodating policy in June,
cutting their rates by 0.25%. The flow of statistics is already sufficient to
nofe the slowdown underway, particularly if we consider that the
lagging or sticky elements, which were holding back a further fall in
inflation, are now slipping and contributing positively to the decline in
inflation measures. The Fed and BoE should reassess their positions fo
adjust their policies, without waiting for a further deterioration,
which could otherwise occur.

Against this backdrop, bond markets were further influenced by the
absence of any clear statements from central bankers, who carefully
avoided announcing any future looser monetary policies. With little
conviction, fixed-income markets posted negative performances over
the quarter (-1.1%) and sank into the red over six months (-3.16%).
Securitized real estate followed the same frend, amplified by the risks
posed by a possible recession, losing -2.34% over the same period and
-3.83% since the start of the year. Equity markets remain the big winners
of the quarter (+2.63%) and half-year (+11.75%), while commodities are
consolidating (+0.65%) their six-month gains (+11.08%).

In terms of currencies, the predicted weakness of the franc mainly
materialized in the 1st quarter, and was followed by volatility with no
major effect on the level of the franc at the end of the period against
the dollar (+6.82%), euro (+3.65%) and other major currencies during
the half-year. We believe that the economic scenario of moderate
slowdown and recovery in the second half of the year should continue
to be accompanied by a downward cycle in key rates and interest
rates, which will be favourable to financial assets in the second half of
2024.

Alain Freymond
Chairman
BearBull Global Investments Group
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Main Convictions

e Inflation moves closer to central bank targets
e Convergence of new monetary policy easing cycles
e Economic resilience and moderate growth

o Still a favourable environment for financial markets

Inflation moves closer to central bank targets

During the first half of the year, inflation once again played a key role
in determining the risk profile of financial markets. When consumer
price indexes, particularly in the US, lost some of their downward
momentum in the first quarter, sentiment in bond markets in particular
rapidly deteriorated, with the rapid impact of a new upward trend in
yields. The beginning of the year was marked by a return of uncertainty
about the future prospects for inflation, calling info question the
likelihood of inflation falling towards the Fed's targets. This pause in the
decline of inflation also materialized in other regions, notably Europe
and the UK, pushing vyield curves upwards. More recently,
inflation measures in the developed countries have once again shown
some encouraging improvements, particularly in the service sectors,
which had been expected to show signs of slowing, but which are
finally beginning to materialize. Monthly inflation in the US in May
proved better than expected, rising by just +0.006%. This is the 3rd
consecutive monthly fall in the level of inflation, which is now clearly
below the data that had worried the markets in February (+0.4%).
The May figure thus sees inflation at its lowest monthly level since May
2020 (-0.1%). The services component, which was still making a
negative contribution to the CPIin January with an increase of +0.4%,
has steadily declined over the last four months, contributing just
+0.134% in May. In this environment of observable cyclical slowdown,
the Federal Reserve's preferred indicator, the PCE core index,
continued to decline in May, faling to +2.56% year-on-year, while the
overall PCE index also fell to +2.56%, both of which came closer to the
central bank's +2% target.

In the eurozone, inflation stabilized between May and June, with smaill
rises of only +0.2%. These positive developments are reassuring
observers, who had been concerned by increases in excess of +0.5% in
February, March and April. As a result, the consumer price index in the
eurozone rose by +2.5% year-on-year in June, clearly suggesting a very
clear stabilization of inflation since November 2023.

For more than two quarters now, overall inflation in the eurozone has
been close to the ECB's +2% target. We expect inflation in the
eurozone to ease further over the coming months, but at current levels,
it is already in line with the ECB's inflation forecast for the year as a
whole, which is now +2.5%. In the UK, inflation peaked at +11.1% in
October 2022, one of the worst price trends in the industrialized world,
but has since plummeted to the BoE's 2% target. Price deceleration is
therefore back on track, supported by more positive developments in
the services sector.

In our view, these new trends, which can be observed in most
countries, should continue in the 2nd half of the year, bringing the
various price indices a little closer to the targets set by central bankers.
The slowdown in the services sector is becoming one of the main
variables now underpinning the further decline in price indices.

Convergence of new monetary easing cycles

One of the main surprises of recent months has been the composition
of the leading trio of central banks that had already set their monetary
policies on the path to easing by June 30. In fact, the main players are
not the ones we might have expected at the start of the year.
At the time, the Federal Reserve was seen as the very first central bank
to adjust its rate policy. It was even expected to make six key rate cuts
by 2024, clearly leading the global movement in developed countries.
It was then to be followed by the Bank of England and the ECB.
Instead, a few months later, the situation is obviously very different.
In fact, the SNB was the first cenfral bank fo adopt a more
accommodating policy, cutting rates by -0.25% in March, followed by
the ECB and BoC in June. The Fed's pivot has been progressively
postponed by at least six months to December 2024, while the BoE's is
no longer expected before the end of Q3. While most developed
countries were at risk of recession at the start of the year, the outlook
has now shiffed fowards more heterogeneous GDP and inflation
growth trajectories. However, recent inflation trends in particular show
a similar path in these countries, although still relatively different in
terms of the closeness of observed inflation rates to central bank
targets. Nevertheless, we should see a further convergence of price
indices in the coming monthes.

The 2nd quarter was thus characterized by divergent policies,
even though inflationary frends were pointing increasingly in the same
direction. In Switzerland, the SNB observed the decline in price indices
and their stabilization around +1% in order to implement its change of
strategy. Over the next few months, despite the weakening franc and
the potential risks of low imported inflation, the SNB is likely to remain
well below its +2% target. It will therefore probably lower its key rates
again in September by -0.25%. In the eurozone, the ECB President still
seems infent on giving a cautious message, noting that after the first
cut of -0.25% in June, the ECB will take time fo assess the economic
data and the opportunities for further key rate cuts in the months
ahead, while reminding us that the next decline towards the +2%
target could take time and not be reached until 2025. No ECB rate cut
likely in July in our view, but this remains open for the September 12
session. In the UK, CPI slipped to just +2% in May, but inflation excluding
food and energy continues to lag, still rising above +3.5%. The services
component is falling, but still remains high (+5.7%). The current level of
key rates in relation to CPI could sfill justify BoE action as early as
August, but more likely during the September 19th session. Finally,
the slightly more positive news from the US on the inflation front in the
highly-observed services sector is undoubtedly one of the main factors
supporting inflation figures over the coming months. In this case, we
expect the Fed to begin its interest-rate normalization cycle by cutting
rates in September, barring a positive surprise on July 31.
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Economic resilience and moderate growth

The US economy is gradually slowing down after a first quarter that fell well
short of expectations, and the second quarter should also see a reduced
pace of +1.5% annualized, well below its historical average growth rate.
In Europe, both the eurozone and the UK appear to have avoided a
recession and have already returned to positive growth, albeit at a very
modest pace. For the fime being, the start of the 2nd half of the year also
seems to be marked by still very uncertain leading indicators in most
regions. Consumers are finally reacting to the pressure of high interest rates
and adjusting their consumption levels in a climate of declining
confidence, altered in particular by the fall in their real purchasing power.
The trend in inflation expected in the 2nd half of the year, together with
more constructive monetary policies, should eventually encourage a
recovery in household demand, which is such an important component of
GDP. Falling financing costs will also boost business investment and real
estate in the US, as in other industrialized countries. In Europe and the UK,
these same factors will enable a gradual recovery in economic
momentum. The 2nd half of the year should therefore be slightly stronger
than the previous one. Business cycles in the developed countries are likely
to align better in the second half of the year, and will also support an
expected recovery in China, Japan and, more broadly, the emerging
countries. After foo long fearing a recession in 2023 and early 2024,
the cycle's trough has probably already been reached in the last few
months, and positive but moderate growth seems once again to be the
basic scenario for the 2nd half of the year.

Downward adjustment of yield curves

The current inversion of yield curves in both the United States and Europe is
essentially due today fo the high level of key rates, and consequently of
the short end of the vyield curves, totally linked to central banks'
anti-inflation  policies. The current success of these policies seems
undeniable, but they have not yet fully achieved the desired objective,
since inflation measures are sometimes close to, but not exactly above,
the set target. However, most central banks will decide to ease their
policies even before inflation falls to +2%, in a context characterized by the
normalization of monetary policies from June 2024 at least in the eurozone,
Canada and Switzerland. It should already be possible to lower the short
end of the yield curves by around 25 bps in Switzerland and 50 bps in the
eurozone and Canada over the next six months. The short end of the yield
curves in the USA and the UK are still relatively high, and could therefore
benefit from potentially higher declines in the short term, and perhaps
more sustainable declines in 2025. But without a surprise retumn of inflation,
the path seems clear.

Assuming a single, arbifrary hypothesis of inflation rates finally approaching
the cenfral banks' targets in the more or less near future, and also
simplifying and arbitrarily considering that key rates could then adjust in the
same way in all the countries concerned, slightly above these inflation
levels, i.e. fo 2.5% for example, we would see a downward frend for US
rates of 300 bps, 275 bps for UK rates, 225 bps for Canadian rates and 175
bps for European rates.

A similar theoretfical and arbifrary normalization of yield curves from
inverted to slightly positive slopes of around 50 bps between short rates
and 10-year maturities would suggest significant declines for government
bonds over the coming quarters, synonymous with substantial capital gains
in many cases. Ten-year US Treasury yields could thus slip from 4.4% today
to 3% (-140 bps), while the decline would be from 4.15% to 3% or -115 bps
for UK rates, while we would even see a rise from 2.5% to 3% in rates in the
Eurozone, with a negative impact in value terms. In the medium term,
however, we believe that even the eurozone will benefit from the general
easing of interest rates, temporarily returning fo ten-year yields close to 2%.

Still a favourable environment for financial markets

The economic scenario of a slowdown followed by moderate growth
in the 2nd half of the year will be accompanied by positive statistics
on the inflation front over the coming months. The expected policy
normalization will have a positive impact on vyield curves and
financing costs. But above all, this context will have a positive impact
on the valuation levels of financial assets, offering investors greater
visibility in ferms of the economic, stock market and financial outlook.
This overall less uncertain context should sustain investor interest,
particularly from those seeking opportunities fo reinvest cash left over
from short-term investment in the expectation of improved investment
conditions. Capital markets will benefit from the downward trend in
yields and the influx of new capital seeking capital gains
opportunities, while securitized real estate should be one of the big
winners in this phase of readjustment of prospects and risks,
with equity markets also buoyed by improved eamings prospects.
The environment for financial assetfs therefore seems to us to be
improving for all asset classes, including commodities favoured by the
expected economic recovery.

Key rates (EUR, CHF, GBP, USD, JPY)
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6 ——UK Bank of England Official Bank rate
5 — Switzerland National Bank Libor Target
——Federal Reserve US Primary Credit Discount Rate
4 ——ECB Deposit Facility Announcement
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Designed with the modern woman in mind and
handmade by masters of their craft in the brand's
atelier in Switzerland, Bucherer Fine Jewellery
has created Rock Diamonds. Not only is this new
collection of jewellery testament to the brand's

savoir-faire in gem-setting, but even more so an
ode to all the bold and fearless women out there.
At the centre of each piece lies the collection’s key
distinguishing feature, the trapezoid cutdiamond,
bursting with self-confidence and strength.
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