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1. EDITORIAL

THE SUMMER OF HYPERBOLES

There was something hyperbolic about the
trends observed in August. Firstly, in the
political arena Donald Trump became in-
creasingly aggressive in his treatment of
his partners and allies. Partners who felt
powerless, like Karin Keller-Sutter, who
was not even able to get a meeting with the
President to discuss the punitive 39% tar-
iffs applied to Switzerland, or allies who
seemed resigned, like European leaders
who capitulated by signing a defavorable
trade agreement without even putting up
a fight.

The president’s violence has no frontier and can also
be felt domestically: massive military force deploy-
ment in Washington, abrupt firing of a FED gov-
ernor. Lisa Cook was unceremoniously fired “for
cause”. US lawyers and judges will review if there

is some legal ground to justify this decision “for

cause” by the president, but no matter what, noth-
ing seems resist him. (One notable exception is Pu-

tin, to whom Trump shows surprising deference).

Closer to us, France, still unable to agree on meas-
ures to reduce its deficits, is set for a turbulent po-
litical fall. Warning signs are popping up, both on
fixed income markets (the “OAT Bund spread” is
resurfacing in editorial columns) and on French eq-
uities, which are struggling to keep pace with their
European counterparts: a downward hyperbole that

we could well have done without.

But since we are talking about hyperbole, it seems
difficult not to mention NVIDIA, which has just
published its quarterly results, with 2" Q) revenue
growth of 56% YoY — even if it was sequentially low-
er vs. previous quarter - and margins of over 50%.
As one Anglo-Saxon editorialist put it, NVIDIA is
NVICTIBLE.

G1: BUND & OAT 10YR (LHS) VS. OAT-BUND SPREAD (RHS)
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In short, August saw the confirmation and acceler-
ation of trends, with — to quote an expression fre-
quently used by investors — a strong momentum,
both from a political standpoint and on financial
markets. Amid these established trends, another
piece of news caught our attention: the US govern-
ment’s acquisition of a stake in Intel. Such strate-
gic acquisitions by the US government have hap-
pened before, like for example with General Motors
in 2008.However, the Intel move is different, firstly
because it comes at a time of stock market eupho-
ria, but also because Intel has long been a technol-
ogy giant that once seemed invincible. Twenty-five
years ago, Intel was one of the largest companies in
the United States in terms of market capitalization
and the second largest component of the Standard
& Poor’s index. Today, Intel has a market capitali-
zation of around $100 billion. To say that Intel has
fallen from the top of the rankings would be an un-
derstatement! Intel’s current capitalization is worth
2.5% of Nvidia’s one, roughly the equivalent of the
daily fluctuation of the AI champion...

This episode involving Intel prompted us to “re-
view” the names of the US companies that once were
amongst the top ten biggest listed ones. While Mi-
crosoft has maintained its position, we can see that
there have been major changes elsewhere. Nine of
the current 10 biggest stocks were not in the rank-
ing in 2005 and the 5 biggest companies account
for circa 28% of the total market capitalization, a

concentration level unheard of.

After a hot summer, during which we saw
established trends accelerate, we felt that
a little long-term perspective would be use-
ful to dispel the effects of the dizzying po-
litical and financial news and approach
the new season with serenity, keeping in
mind our conviction and diversification

based-approach.

T1: US STOCK MARKET — 10 BIGGEST COMPANIES
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2. FIXED INCOME

A FIXED INCOME MARKET WITHOUT HAWKS

The doves of Jackson Hole

In the United States, the publication of the CPI and
PPI measures reignited the debate on a possible sta-
tus quo for the Fed in September, before the Jack-
son Hole symposium revealed a Jerome Powell who
was much more dovish than expected. The Fed is
slightly modifying its approach when it comes to
target inflation, paving the way for likely rate cuts.
The markets therefore got what they were hoping
for: alittle extra boost to continue their race to the
top. Duration advocates can now count on two al-
lies. The Fed, which since Jackson Hole has become
dovish (or more precisely, has shifted from a mod-
erately restrictive stance to a neutral stance due to
the employment situation), and the Treasury De-
partment, which can “twist” when it deems it ap-
propriate to keep long-term rates at acceptable lev-
els. The tide turned at Jackson Hole, sweeping away

the last remaining hawks lurking in the vicinity.

A Fed rate cut as early as September
could theoretically trigger a sell-off

in long-term rates similar to the one

we experienced in September-November
2024. But this time around, the Fed

and the Treasury will control the slope

of the curve.
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The desirable and the probable

Inflation remains a concern for us and should
prompt the Fed to remain cautious, but the FED
does not seem ready to go into that direction. Our
scenario, based on an inflation continuing to rise,
leads us to favour a status quo for the Fed in the au-
tumn (the desirable outcome), but the pressure on
the central bank is so strong that it is highly likely
it will crack and cut rates (the probable outcome).
It could even do so more aggressively than we im-
agined: there are three FOMC meetings left in
2025, on 17 September, 29 October and 10 Decem-
ber. So we may be in for three rate cuts between
now and the end of the year, i.e. 75 basis points to
bring back the rate down to 3.5%-3.75%? As such,
a Fed rate cut as early as September could theoret-
ically trigger a sell-off in long-term rates similar to
the one we experienced in September-November
2024. But this time around, the Fed and the Treas-

ury will control the slope of the curve.

We already extended the duration of our more in-
stitutional portfolios ahead of Jackson Hole through
3- and 5-year TIPS. The second step will be to add
nominal rates, probably with a homeopathic dose
of long-term bonds, but more likely through 5-year
Treasuries, whose yield has stabilised at around
3.80%. There is therefore still time to invest in what
increasingly appears to be the sweet spot on the
curve at the start of this fall, as the environment
appears dominated by the doves who have man-

aged to push back the hawks.



3. EQUITIES

THE GREAT LEAP FORWARD!

Despite a busy geopolitical agenda and a qui-
eter period of corporate earnings, August
proved to be quite a good month for global
equity markets, with the leading global in-

dex gaining just under 2.5% over the month.

With a rise of just under 2%, the S&P 500 index
contributed to this trend, confirming that if there
1s one area where the US exceptionalism continues
to prevail, it is on stock markets. Having a closer
look, this rise is interesting as it marks the start of
a sector and market rotation: the Magnificent Sev-
en (Amazon, Apple, Alphabet, Meta Platforms,
Microsoft, Nvidia and Tesla), which fuelled the
US market’s rebound since April, are taking a seat
back and the rally is spreading to the remaining

parts of the equity market. The surge of the Rus-

sell 2000, the small- and mid-cap index (+7% over
the month), which was notoriously lagging behind
large caps, remains the most obvious indication of
this rotation. The Fed’s more dovish tone and the
veiled announcement at the Jackson Hole sympo-
sium that the rate cut cycle is on the verge to start
again at the next FOMC are not completely unre-
lated to this rotation and to the rebound in the small
and mid-cap segment, as these companies tend to
be highly indebted and sensitive to changes in fi-
nancial conditions. Furthermore, while concerns
remain about the ripple effects of the Trump ad-
ministration’s aggressive tariff policy, the quarter-
ly results of some major retailers such as Home De-
pot have reassured investors about the resilience of
US consumers and the ability of US companies to
absorb the tariff shock.

G3: PERFORMANCE - FRANCE, SWITZERLAND, EUROPE EXCLUDING FRANCE
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The same skepticism towards US tariff policy seems
to apply to Swiss stocks. After humiliating negoti-
ations (reminiscent of Ursula von der Leyen’s own
visit to Turnberry), in which the Americans showed
little regard for their Swiss counterparts, Swiss ex-
ports to the United States ended up being taxed
at 39%, a record figure among developed coun-
tries! However, these customs tariffs should be tak-
en with a pinch of salt, as refined gold (Switzerland
is amongst the world largest gold refiners) is outside
the tariff scope. This is also true on pharmaceuti-
cal products (vaccines, medicines), which account
for circa 50% of the Swiss exports, that so far are
out of scope as they are subject to a section 232 in-
vestigation, whose conclusions should be known in
the coming weeks. Beyond the hope of seeing tar-
iffs revised downwards, these factors explain the re-
silience of the Swiss market in August (+2.3% SPI),
which even managed to outperform the European
market that was dragged down by the DAX and
CAC40 indices. In the first case, a profit-taking
phase and a sector rotation similar to these at play
in the United States appear to have played a role.
For the latter, it is the return of political uncertain-
ty that hit French stocks at the end of the month
with the prospect of the Bayrou government being
overthrown. The impact was significant for do-
mestic stocks, which are also subject to opportun-
istic profit-taking after a strong rally at the begin-

ning of the year.
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Finally, while everybody was focused on the Unit-
ed States and Donald Tump, either because of the
tariff policy, geopolitical issues or Nvidia’s results,
(which by the way struggled somewhat to convince
investors), Chinese domestic stocks (GSI300) strong-
ly accelerated and rose by more than 10%, buoyed
by enthusiasm from Chinese retail investors and
by technology stocks, while each day brought fur-
ther evidence of the growing decoupling of Chinese
companies from their Western counterparts in are-
as such as electric vehicles, renewable energy, and

increasingly in semiconductors.

In this particular environment and with less
favourable seasonality, we have chosen to
remain relatively consistent in our invest-
ment choices: more cautious in general on
the equity asset class and diversified in our
geographical choices, whether with a strong
focus on Asia or within the European mar-

ket beyond French stocks.



5. PERFORMANCE

EQUITIES 29.08.25

MSCI WORLD 9,8% 12,7% | 17,0% © 24,4% | -177% : 22,4% : 16,5%

2722 1 41% | 47% | 124% | 204% | 1,1% | 150% @ -16,8% | 8,8% | 54%

WORLD

6473 | 1% | 8.8% | 12,6% | 12,2% | 251% | 37,3% | -20,0% | 21,4% & 34,2%

4158 | 34% | 74% | 6,9% | 13,1% | 0,0% | 124% : -58% | 22.8% | -0,3%

45545 ¢ 32%  77% © 3,9% | 7,1% | 12,9% | 16,2% | -6,9% & 20,9% | 9,7%

6460 : 1,9% © 93% | 8,5% | 9,8% | 23,3% | 26,3% : -18,1% | 28,7% & 18,4%

Us

7625 1 25% | 6,8% | 4,7% | 7.4% | 10,9% | 13,8% | -11,5% | 29.6% & 12,8%

23415 08% | 97% | 12,1% | 114% - 24,9% | 551% @ -324% | 27,5% @ 48,9%

2366 7,0% | 14,5%  94%  6,1% © 10,0% . 16,9% : -20,5% | 14,8% = 19,9%

550 1 07% © 0,3%  -1,3% | 84%  6,0% © 16,6% @ -99% : 258% © -1,4%

9187 © 0,6% | 47% | 43% | 124% | 57% - 77% | 4,6% © 184% © -114%

EUROPE 7704 -0,9% | -0,6% | -5,0% | 44% | -2.2% i 201% i -6,7% | 31,9% | -50%

23902 | -0,7% | -0,4% | 6,0% | 20,1% | 18,8% : 20,3% : -12,3% | 15,8% | 3,5%

16908 | 2,3% i 0,3% | -14% | 9,3% | 6,2% @ 6,1% @ -16,5% | 23.4% : 3.8%

1258 0 1,2% | 87% | 14,7% | 17,0% | 51%  10,2% | -19,8% i -2,3%  18,8%

3075 ¢ 4,5% | 9.8% | 14,7% | 104% | 17,7% | 28,3%  -2,5% | 12,8% | 7.4%

ASIA : : : :
25078 © 1,2% : 7,9%  9,3%  25,0%

17,7% | -10,5% & -12,6% | -11,8% & -0,2%

14,7% | -9,1% i -19,8%

CSI1300 L 4407 10,3% | 171% | 15,6% | 14,3% 3,5% | 29,0%

FX &
COMMODITIES

29.08.25

EUR-USD

3,0% 12,6% 12,9% -6,2% 3,1% -5,9% -6,9% 8,9%

0,936 i 0,9% : 02% : -0,2% : -0,5% 1,2% | -6,1% : -4,6% & -4,0% : -0,4%

CURRENCIES USD-CHF f0,801 ¢ o-L5% ¢ o-27% | -11,4% | -11,8% ¢ 7,8% ¢ -9,0% | 1,3% | 3,1% | -8,4%

11,5% © 10,5% @ 13,9% : 11,5% @ -4,9%

47,1 © 25% 2% | 24% | -6,5%

97,77 1 22%  16% | -91% | -0,9% | 7,0% | 2,1% | 82% | 7.0% | -7.3%

3447,95 | 4,8% | 4,.8% | 20,6% | 314% | 27,2% | 13,1% | -0,3% | -4,2% | 25,0%

39,72 82% | 204% | 275% | 37,4% | 21,5% | -07% i 2,8% | -13,6% & 48,7%

{ COMMODITIES 64,01 | 7,6% | 5,3% | -82%  -10,8% | 0,1% | -10,7% | 6% @ 59,1% : -21,5%

3,00 | -3.5% | -13,0% | -21,8% | -17,5% | 44,5% | -43.8% @ 20,0% : 46,9% & 16,0%

9821,74 2,9% 5,2% 13,5% 2,2% 0,9% | -14,1% | 25,7% : 26,0%

FIXED INCOME

Obps | 237bps | ©-100 bps |

272 . 003 | 022 i 032 | 036 : 34bps = -54bps | 275bps | 39bps | -38bps |

5993  © 0,5% i 14% : 1,% i 3,3% 34% i T,1%  -11,2% : -14% i 5,6%

2392,8 1 L% | L9% © L7%  45% | 0,6% | 41% | -12,5% | -2,3% | 8,0%

3705 1 L5%  2.6% | 2,8% © 64%  18% . 3.9%  -1L9% : 6,0% . 11,0%

34637 | 1L0% © 3,0%  26% . 53% : 21% . 85% | -158% | -1,0% | 9,9%

8,2% © 134% | -112% | 53% | 7,1%

BONDS US High Yield 28536 | 12% | 3,6% | 42% | 64%

2432 1 04% | -0.8% | -0,5% | 0,0% | 2,0% | 71%  -18.2% | -34%  4,7%

Euro IG Corporates | 2641 | 0,0% | 08% | 1,3% i 24%

47% ©82% | -13,6% | -L,0% | 2,8%

Euro High Yield 4969 © 03%  L,6% | 2,0% | 3,7% 90% | 12,8% | -1L1% | 42% | 1,8%

EMUSD Aggregate | 13395 | 1,3% . 4,2% | 4,5% | 73% © 6,6% | 9%  -153% | -17% | 6,5%

Source: Bloomberg, 29/08/25
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Legal information

This document intends to provide information and opinions on dif-
ferent matters. It is intended only for this purpose. This document
does not constitute an advice, an offer nor a solicitation by Banque
Eric Sturdza S.A. or on behalf of Banque Eric Strudza S.A. to buy
or sell any financial instrument or to subscribe to any financial in-
strument. This document does not contain any recommendation per-
sonal or generic and does not take into account the investment ob-
jectives, financial situation or needs, or knowledge and experience
of any persons. This document does not contain any offer or any
solicitation to purchase or subscribe to any financial services or to
participate in any financial strategy in any jurisdiction. It does not
constitute an advertisement or an investment recommendation or a
research or strategy recommendation. Moreover, it is provided for
informational and illustrative purposes only and does not contain fi-
nancial analysis. This document mentions and presents benchmarks
which may only be used for comparison. The information provided
must not be relied on and must not be the only source to make a de-
cision about financial investments. It is also not a legal or tax advice,
or any recommendation about any kind of financial services and is
not intended to constitute any kind of basis on which to make a de-
cision on a financial investment. Banque Eric Sturdza SA is not re-
sponsible and may not be held responsible for any loss arising from
decision taken on the basis of the information provided in this doc-
ument or for any liabilities arising from such decision. Although all
due diligence has been performed to ensure that this information is
accurate at the time of its publication, no guarantee is given regard-
ing its accuracy, exhaustiveness or reliability. The information pro-
vided may change, even immediately after publication and there is
no obligation to provide an up to date information at any time. Fur-
thermore, the information provided in this document do not intend
to provide all the legal and necessary information on financial in-
struments or on issuers. Other publications from Banque Eric Stur-
dza SA may in the past or in the future reach different conclusions
from the information contained in this document. Furthermore, the
present document and the information provided do not in any way
engage the responsibility of Banque Eric Sturdza S.A., its affiliated

companies, or its employees.
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Information on risks

Investments are subject to a variety of risks. Before taking any deci-
sion of investment or entering in any transaction, any investor should
request detailed information on the risks associated with the decision
of investment and with the financial investment. Some type of prod-
ucts are in general bearing higher risks than others but general rules
cannot be relied on. It is remembered that past performance is not
a reliable indication of future results and that historical returns and
past performance as well as financial market scenarios are not relia-
ble indicator of future performance, significant losses remaining al-
ways possible. The value of any investment depends also on the fact
that the base currency of the portfolio is different from the currency
of the investment subject to the foreign exchange rates. The exchange
rates may fluctuate and adversely affect the value of the investment

when it is realized and converted in the base currency of the portfolio.

Distribution information

This document is not directed towards specified jurisdictions or to-
ward specific person or entity resident in a specific jurisdiction and
doesn’t constitute any act of distribution, in jurisdiction where such
publication or such distribution is contrary to the applicable law or
regulation or would be contrary to any mandatory license require-
ment. This document is provided for the sole use of its recipient and

must not be transferred to a third person or reproduced.

Contributors

Edouard Bouhyer CAIA,

CIO Banque Eric Sturdza

Marc Craquelin, Senior Advisor
Eric Vanraes, CI1IO ESAM &
Head of Fixed Income

Pascal Perrone,

Senior Portfolio Manager

Sent to press

on 3170872025
Contact

Banque Eric Sturdza SA
Edouard Bouhyer
invest@hbanque-es.ch

www.banque-es.ch



