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INVESTMENT INSIGHT SWITZERLAND

v' Swiss growth slows despite resilient household
consumption

v Q1 GDP growth limited to +0.2%

ATTRACTIVE OUTLOOK FOR SWISS SMALL CAPS

Slowing growth and resilient consumption

Switzerland's economic momentum slowed in 2024, with seasonally adjusted GDP growth at +0.9%, down from +1.2% in 2023. This
deceleration was primarily due to a negative contribution from foreign trade, which was impacted by a decline in transit trade. Despite
this, domestic consumption remained a key driver of growth, demonstrating above-average momentum and resilience. The final quarter
of 2024 showed a slight improvement, with GDP growing by +0.5%, hinting at some stabilization.
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RETURN OF REASONABLE EXPECTATIONS

SNB's rate cut and its effects

The Swiss National Bank's (SNB) decision to cut its key interest rate by 0.5% in December was a crucial step to support the economy.
This policy move is expected to further bolster household consumption and investment in the coming months by making financing
more affordable. While the rate cut has not yet impacted the Euro/Swiss Franc exchange rate, which has remained stable, it has
contributed to a decline in the US Dollar/Swiss Franc rate. This weakening of the franc against the dollar is a positive development
for Swiss exports, making them more competitive internationally.

Mixed sectoral contributions

At the end of 2024, the recovery in Swiss exports was driven primarily by the chemicals/pharmaceuticals sector (+2.7%) and the
energy sector (+2.6%). Meanwhile, the services sector, including hotels, transport, and retail, also contributed positively to growth.
Looking ahead, the manufacturing sector is expected to remain weak, while domestic demand will continue to provide a crucial
buffer. The overall outlook for 2025 is for a modest growth of around +1.3%, with the risk of recession estimated at less than 20%.

The trump factor

The new US administration under Donald Trump poses a new layer of uncertainty for global trade. The potential for increased
pressure on major trading partners through tariffs could disrupt international commerce and create a less favorable environment
for Swiss exports.

While the franc's recent weakness against the dollar offers a potential boost, it may not be enough to fully offset a global trade

downturn. A stabilization of the exchange rate against the euro is also necessary to fully support a revival of exports to the European
Union, which remains contingent on a recovery in the Eurozone's own growth.

Domestic demand as the anchor

The Swiss economy is likely to navigate the current Trade balance, Swiss imports and exports
challenging global landscape by relying primarily on the 1 i
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