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Editorial

A step in the right direction

In January, the mood amongst industrial companies worldwide was more optimistic for the first
time in a long while, increasing the chances that the recession in Germany and Europe’s economic
weakness won't continue for too much longer. While we remain cautious in this climate, we're
responding to the improved situation by reducing our underweight position in European equities.

Philipp Merkt
Chief Investment Officer

Today — with some distance — we can look back slightly incredu-
lously at 2020 and 2021, the years dominated by the pandemic:
all of a sudden, our everyday lives were turned upside down.
The impact of that dramatic period is still being felt — not least
economically. Inflation rates in most countries still lie well above
central bank targets, even though they're far lower than at their
peak. Industry also faces a challenging situation worldwide.

“The European economy
appears to have bottomed out.”

This trend emerged during the pandemic when there was a huge
spike in demand for goods. The restrictions imposed on movement
and consumption as well as generous state support measures
in many countries were major contributory factors. At its peak,
demand for goods in the USA was around 10 percent above the
expected level.

In this context, we indicated back in 2022 that the sharp rise in
demand for goods could trigger a wave of inflation and that the
subsequent slump in demand could lead to a recession. The risk
appeared particularly high in the European economy, which is
largely powered by Germany — the world’s second biggest exporter
of goods. In response to higher risk, we significantly reduced our
European equity allocation twice over the course of 2022.

Now, almost two years on, we've seen an enormous rise in the
level of prices. The European economy has stopped growing and
Germany has actually entered recession. China, the world’s biggest
goods exporter, is also facing difficulties. So it's hardly surprising
that industrial companies in many countries have been extremely
pessimistic, at least until recently.

Sentiment among industrial companies improved considerably in
January for the first time in years on a transregional basis. While
companies remain cautious, the mood both in Europe and other
industrial nations, too, is much more upbeat. Global demand
for goods and the goods price trend have also stabilized recently.
This has reduced the risk of another significant deterioration or a
sustained slump in the European economy.

In combination with the sharp drop in inflation in the autumn,
Europe’s economic prospects have improved. We've responded to
this positive development by reducing our underweight position
in European equities. This decision also takes into account that
upturns on the financial markets often begin before phases of
economic weakness come to an end, but after the worst point is
over. At the same time, we're aware the economic climate remains
challenging and are maintaining slightly defensive positioning
overall.




Positioning

Emerging hope

Sentiment in industry is more upbeat, giving rise to hopes in Europe that the worst of the economic
downturn is over. We're reducing our underweight position in European equities, but remain

defensively positioned overall.

Economic data from the USA indicates the economy remains ro-
bust. The US economy grew recently by 3.3 percent, which is still
above trend. Consumer confidence and sentiment in the industri-
al and services sectors have also improved of late. This means
there’s currently no sign of a looming recession. The situation in
Europe is rather different.

The slowdown in the region is more advanced, and is already being
feltin Germany, the eurozone’s biggest economy. Sentiment in the
economy also remains low by historical standards. However, the
mood in industry has improved considerably of late. This is the first
sign that the worst of the recession may be over. With the down-

“With the downturn seemingly having bottomed out,
Europe, in particular, appears to have taken a step
towards recovery.”

Performance of asset classes

turn seemingly having bottomed out, Europe, in particular, appears
to have taken a step towards recovery. In response, we're reducing
our heavily underweighted position in European equities. We are
maintaining a slight underweight, though, as we want to see
clearer evidence that this bottoming-out process will last.

Monetary easing has become
a more distant prospect

The situation is somewhat better, then, but still slightly unsettling
overall. Inflation rates remain above target. Core inflation stands
at 3.9 percent in the USA, and at 3.3 percent in Europe. The
2 percent target is still a good way off. Progress on reining inflation
in has faltered recently. Rising wage inflation is a cause for concern
in both the USA and Europe. Sharp cuts to policy rates imminently
appear difficult to achieve in this climate, as we pointed out last
month. Instead the pressure on long-term interest rates is being
maintained.

Asset class MMinCHF YTD'inCHF 1MinLCY2 YTD'inLCY?
Currencies EUR 1.3% 1.4% 1.3% 1.4%
usD 2.9% 3.9% 2.9% 3.9%
JPY 0.4% -1.1% 0.4% -1.1%
Fixed Income Switzerland 0.0% -0.9% 0.0% -0.9%
World 1.8% 1.4% -1.1% -2.4%
Emerging markets 3.7% 2.6% 0.9% -1.2%
Equities Switzerland 0.5% 0.6% 0.5% 0.6%
World 7.7% 7.1% 4.7% 3.1%
USA 9.5% 8.8% 6.4% 4.7%
Eurozone 4.5% 3.6% 3.2% 2.2%
United Kingdom 1.4% 1.9% -0.7% -1.1%
Japan 7.5% 7.1% 7.1% 8.3%
Emerging markets 2.9% 1.8% 0.1% —2.0%
Alternative Swiss real estate 2.6% 3.0% 2.6% 3.0%
investments Gold 2.1% 2.1% —0.7% ~1.8%

' Year-to-date: Since year start
2 Local currency

Data as of 7.2.2024
Source: Web Financial Group, MSCI, SIX, Bloomberg Barclays, J.P.Morgan




Swiss capital market interest rates
have upside potential

We see further upside potential here, particularly in Switzerland.
Not only are long-term interest rates at a much lower level than in
other countries, they've also risen less sharply in the last two years
due to more restrictive monetary policy. It means capital market
interest rates in the USA and Europe have gone up five times more
sharply than in Switzerland.

Positioning relative to long term strategy: Swiss focus

What's more, investors on the bond market are still in the unusual
situation of being less well remunerated for longer terms than
shorter ones. In Switzerland, investors can earn almost 2 percent
on the money market, whereas 10-year Swiss bonds are yielding
just under 1 percent. However, a normalization of the yield curve
through reductions in interest rates alone seems unlikely in our
view. It's more likely that capital market interest rates will also
increase. This is the reason we still see both Swiss fixed income
and Swiss real estate as relatively unattractive and remain under-
weighted in these asset classes.

Asset class TAA" old TAA"new  underweighted?® neutral?> overweighted?
- - + ++
Liquidity Total 11.0% 9.0%
CHF 1.0% 1.0%
Money market CHF 10.0% 8.0%
Fixed Income Total 31.0% 31.0%
Switzerland 15.0% 15.0%
World? 10.0% 10.0%
Emerging markets? 6.0% 6.0%
Equities Total 47.0% 49.0%
Switzerland 25.0% 25.0%
USA 8.0% 8.0%
Eurozone 1.0% 3.0%
United Kingdom 2.0% 2.0%
Japan 2.0% 2.0%
Emerging markets 9.0% 9.0%
Alternative Total 11.0% 11.0%
Investments Swiss real estate 6.0% 6.0%
Gold 5.0% 5.0%

! Tactical Asset Allocation: short to mid-term orientation
2 Currency hedge to CHF
3 Positioning relative to our long-term asset allocation

— Adjustment compared to last month




Market overview
Fixed income

An easing of monetary policy soon seems increasingly unlikely due to persistent inflationary pressure,
which has caused capital market interest rates to rise sharply again.

Indexed performance of government bonds in Swiss francs
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Last month, it became more apparent that imminent policy rate
cuts aren’t the most likely scenario. The still robust US economy
and strong wage growth in many economic areas are keeping the
pressure on monetary policy. The US Federal Reserve, European
Central Bank and Bank of England also left their policy rates un-
changed. The announcements made by the heads of these central
banks indicate policy rate cuts aren’t expected before the summer
months. The bond markets slumped on this news. However, Swiss
investors barely felt this downturn owing to the weaker Swiss
franc.

Source: SIX, Bloomberg Barclays
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Monetary easing has become a more distant prospect. This caused
yields to maturity on 10-year government bonds to rise sharply
again after a brief dip in early February. In the USA, yields to
maturity now stand at 4.2 percent again — up by around 30 basis
points on year-opening. The UK recorded the strongest upturn,
with a rise of almost 40 basis points. The yields to maturity on Swiss
federal bonds also followed this trend of rising interest rates and
have now climbed to over 0.8 percent again.

Source: SIX, Bloomberg Barclays
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Risk premiums on corporate bonds fell again last month, despite
the long-term interest level trending upwards. This can be ex-
plained by the positive mood on the financial markets, especially
the equity markets. The level remains remarkably low by historical
standards, barely reflecting concerns about a recession.

Source: Bloomberg Barclays




Market overview

Equities

The equity market resisted rising interest rates last month, making strong gains. Once again, tech
stocks were the main driver, on the publication of strong annual results by the large technology

companies in the USA.

Indexed stock market performance in Swiss francs
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The stock market was unperturbed by dwindling hopes of an
imminent easing of monetary policy. Instead, share prices rose
considerably last month, with tech firms, in particular, making a
huge contribution. These companies recently published impressive
annual results in the USA, pushing equity prices up significantly.
By contrast, the performance of the market as a whole was
relatively modest. The Swiss equity market was particularly weak.
Roche, the index heavyweight, was a major factor behind the
subdued performance, with its share price falling more than
9 percent last month.

Source: SIX, MSCI
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Optimism on the equity markets meant most of them experienced
positive momentum. There was further upward impetus on the
tech-heavy stock markets, such as the USA, Taiwan and the
Netherlands. In contrast, the negative momentum intensified on
the Chinese equity market, mainly due to the still-troubled real
estate sector and challenging economic outlook.

Source: MSCI
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The price/earnings ratio of the equity markets improved signifi-
cantly in many places again last month due to continued equity
price rises. In contrast, the P/E ratio fell slightly in Switzerland. The
recently published fall in profit and revenue at the pharmaceutical
company Roche is likely to have been a major factor.

Source: SIX, MSCI




Market overview

Swiss real estate investments

There has been another upturn in Swiss real estate investments. Although long-term interest rates
have gone up since the start of the year, Swiss real estate funds have made substantial gains again.

Indexed performance of Swiss real estate funds
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Exchange-listed Swiss real estate funds have continued their
sustained upward trend since November 2023, and their value
increased significantly at the start of the year. They climbed by
3 percent in the first few weeks of 2024. The positive development
was achieved despite the significant rise in long-term capital market
interest rates. Yields to maturity on 10-year Swiss government
bonds have increased since early January from below 0.7 percent
to almost 0.9 percent. Higher rental incomes achieved due to the
rise in the reference interest rate are likely to be a major reason for
the increase in value.

Source: SIX
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The premium paid on exchange-listed real estate funds compared
with the properties’ net asset value has risen considerably over
recent months. This is mainly due to the increase in the value of
the real estate funds. In contrast, the NAV of many properties
changed only slightly, which will come as a relief for many real
estate investors. Due to the much higher interest level compared
with the past 10 years, there were fears that the NAV of many
properties would suffer a downward correction.

Source: SIX

3-month SARON and 10-year yields to maturity
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Despite the recent rise, yields to maturity on 10-year Swiss govern-
ment bonds remain well below the Swiss reference interest rate
SARON. This means Swiss investors are still facing the exceptional
situation of short-term interest rates being higher than long-term
rates. The reverse is usually true and longer-term financing solu-
tions are better remunerated than short-term ones due to the
higher risks and greater opportunity costs involved. This means
that when deciding on a mortgage term, expectations of potential
interest rate cuts by the Swiss National Bank (SNB) are a key factor.
Market participants currently anticipate that policy rates will be cut
to around 1 percent by the end of the year.

Source: SIX




Market overview
Currencies

In the first few weeks of the new year, the US dollar appreciated considerably, interrupting its
downward trend over the previous months. Exceptionally, the Swiss franc was one of the weaker
currencies.

The start of the new year marked a trend reversal for many currencies. For example, the US dollar was the best-performing G10 currency
in January, after depreciating significantly at the end of 2023. By early February, the US currency had gained by almost 3 percent on a
trade-weighted basis. The strong performance was mainly due to the US economy’s robust economic growth.

The Swiss franc also underwent a trend reversal. After a very strong year-end, the franc suffered an exceptional substantial fall in value
in January. The Swiss National Bank’s (SNB) announcement that it would intervene on the foreign exchange market again, if necessary,
may have been a factor in the currency’s depreciation. However, the Swiss franc is likely to appreciate again over the long term given
comparatively low inflation.

Currency pair Price PPP' Neutral area? Valuation
EUR/CHF 0.94 0.89 0.82-0.96 Euro neutral
USD/CHF 0.87 0.79 0.69-0.89 USD neutral
GBP/CHF 1.10 1.20 1.04 -1.37 Pound neutral
JPY/CHF 0.59 0.92 0.76 - 1.08 Yen undervalued
SEK/CHF 8.35 9.78 8.78-10.79 Krona undervalued
NOK/CHF 8.26 10.61 9.42-11.79 Krona undervalued
EUR/USD 1.08 1.13 0.98 -1.27 Euro neutral
Usb/JPY 148.19 86.32 67.62 - 105.01 Yen undervalued
USD/CNY 7.19 6.02 5.60-6.44 Renmimbi undervalued
' Purchasing power parity. This metric calculates an exchange rate using relative inflation rates. Source: Web Financial Group

2 Range of historically normal fluctuations.

Gold

The precious metal is still extremely popular at the start of the new year and remains stable above
the mark of 2,000 US dollars per troy ounce.

Indexed performance of gold in Swiss francs The gold price changed only marginally in January and early
100 = 01.01.2024 February, maintaining its high level. Robust demand for the
precious metal can be explained by various factors, including a
number of geopolitical conflicts, little progress of late on combat-
ing inflation and greater uncertainty over investment in the Chinese
market. Demand appears so strong that it has completely offset

106

104

- the appreciation effect of the US dollar. Appreciation of the US
dollar, as we saw at the start of the year, usually causes the precious
160 metal, which is traded in dollars, to fall in value.
98
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Economy

Ray of hope in industry

Manufacturing is under huge pressure in many countries. The world’s biggest exporters of goods,
China and Germany, are actually in recession. That’s partly due to the aftermath of the COVID-19
pandemic. During this period, many people cut their consumption of services both voluntarily and
due to government restrictions, and substituted it for the consumption of goods. The resulting
saturation has unsurprisingly led to a sharp decline in global demand for goods over recent months.
However, sentiment indicators in industry improved on a broad basis for the first time in January.
Goods prices also seem to be gradually stabilizing. While that's good news for the global economy,
it may make it harder to bring down inflation further.

Switzerland

Growth, sentiment and trend
In percent
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Source: Bloomberg

Swiss economic performance remains sluggish. Unlike many
European countries and the USA, sentiment in industry hasn’t
improved recently. Order volumes and capacity utilization remain
very low, reflecting the sustained downturn in manufacturing. The
sector's performance would be even weaker without the chemicals
and pharmaceutical sector, which is less sensitive to economic
conditions. On a positive note from this perspective, the Swiss
franc didn’t appreciate further in the first few weeks of the new
year. The services sector, which is more heavily focused on domes-
tic consumption, is currently steady. This is despite the fact that
Swiss consumer confidence remains low and inflation is likely to
rise slightly again at the start of the year due to the adjustment
to many administered prices — such as electricity prices, VAT and
public transport fares.

USA

Growth, sentiment and trend
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Source: Bloomberg

The US economy performed strongly again, growing by 0.8 percent
in the fourth quarter of last year. The gains made by the world’s
biggest economy over the second six months of 2023 would
normally take an entire year based on the long-term average.
Growth was supported by all demand components, with private
consumption, in particular, rising sharply again. Strong wage
growth, which is currently outstripping inflation, may also support
demand over the coming months. Besides positive numbers from
the real economy, the mood in industry, among service providers
and consumers also improved. However, this strong overall picture
may keep price pressure high, presenting a growing challenge for
the US Federal Reserve (Fed). Efforts to tackle inflation have been
much less successful in recent months. Core inflation fell from 4.1
to just 3.9 percent from September to December 2023.




Eurozone

Growth, sentiment and trend
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The recently published growth figures for the fourth quarter of
2023 show the huge impact of weak global demand for goods on
the European economy. This resulted in zero growth for the
eurozone as a whole, while Germany, the area’s biggest economy,
actually contracted by 0.3 percent. However, the latest economic
figures weren't all bad news for once, as sentiment numbers and
the business climate in industry were much more positive in
January. This is the first clear improvement in sentiment in over a
year. It's supported by hopes that the persistent recession in
manufacturing will not worsen over the coming months. We're
also seeing another positive sign in goods prices, whose downward
trend came to a halt recently, and have now stabilized. Whether
this represents a sustained trend reversal in the European economy
remains to be seen over the coming months.

Emerging markets

Growth, sentiment and trend
In percent
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Many emerging markets continue to significantly outperform
industrial nations in terms of economic performance. The Indian
economy, which posted impressive growth of 7.3 percent last year,
is a major growth driver. China, the world’s second biggest econ-
omy, is still facing major challenges though. On one hand, the
situation in the crisis-hit real estate sector looks unlikely to improve
soon. On the other, the economy remains weak, which is clearly
reflected in the price trend. In January, Chinese inflation fell to
-0.8 percent, remaining in deflationary territory. And there is no
sign of any significant economic support measures from fiscal or
monetary policy. The Chinese government appears to have
resigned itself to the downturn to avoid further investment and

® o0 2000 2005 2010 2015 2020 prevent the real estate market from overheating even more.

Source: Bloomberg

Global economic data

Indicator Switzerland USA Eurozone UK Japan India Brazil China
GDP Y/Y'2023Q3 0.3% 2.9% 0.0% 0.3% 1.2% 7.6% 2.0% 4.9%
GDP Y/Y'2023Q4 n.a.*4 3.1% 0.1% n.a.* n.a.* n.a.4 n.a.* 5.2%
Economic climate? N N A - A N N A
Trend growth3 1.3% 1.6% 0.8% 1.7% 1.1% 52% 1.5% 3.8%
Inflation 1.3% 3.1% 2.8% 4.0% 2.6% 5.7% 4.5% -0.8%
Key rates 1.75% 5.5% 4.5%° 5.25% -0.1% 6.5% 11.25% 4.35%

' Growth compared to year-ago quarter

2 Indicator, measuring the overall sentiment and typically leading 1 to 2 quarters in advance of GDP.

Green arrow indicates an increasing economic growth, red arrow a slowing.

3 Potential growth. Long-term change in gross domestic product with sustainable capacity utilization.

4 No data available

°> This is the ECB’s main refinancing rate, the deposit rate is 0.5 percentage points lower.

Source: Bloomberg
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Model portfolios Swiss focus
Bottom formation

The economic environment remains difficult. The recession in the goods sector is BILANZ
weighing on the economies of Europe and China in particular. In addition, the leading

economic indicators remain at a low level. However, the worst of the recession in BILANZ Torkk
the goods sector may be behind us. Sentiment in industry has improved for the first
\

time in a long time and goods prices have also stopped falling recently and have et o
Sharpe-Ratio 36 Months

even risen slightly. This seems to indicate that the economy is bottoming out. The
firstfive:

European economy in particular could benefit from this. We are therefore slightly
reducing our underweight in European equities. Overall, however, we remain defen-
sively positioned.

A
Expected return potential

Capital gains

W Liquidity Growth
M Fixed Income
[ Equities
H Alternative Investments
Balanced

B 8% M86%
H 0% W 6%

M 9% M69%
Income 1% W11%

9% E49%
W31% W11%

Interest income

H10% ®29%
W50% M11%

M 10% M 15%
W64% M11% Risk

AN
7

Source: PostFinance Ltd
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Legal information

This document and the information and statements it contains are for infor-
mation purposes only and do not constitute either an invitation to tender, a
solicitation, an offer or a recommendation to purchase a service, buy or sell
any securities or other financial instruments or to perform other transactions
or to conclude any kind of legal transaction.

This document and the information it contains is intended solely for persons
domiciled in Switzerland.

The investment analyses from Investment Research are produced and published
by PostFinance. PostFinance selects the information and opinions published in
this document carefully and includes sources deemed reliable and credible.
However, PostFinance cannot guarantee that this information is accurate, re-
liable, current or complete and, to the extent permitted by law, does not as-
sume any liability for it. In particular, PostFinance rejects any liability for losses
resulting from investment performance based on information contained in this
document. The content of this document is based on various assumptions.
Differing assumptions can result in significantly different outcomes. The opin-
ions expressed in this document may differ from or contradict the views of
other PostFinance business units, as they are based on the use of different
assumptions and/or criteria. The content of this document is specific to a par-
ticular date. This means that it is only current at the time of creation and may
change at any time. Past performance is not a reliable indicator of future results.
The performance shown does not take account of any commissions and costs
charged when purchasing units or of the service fee. The price, value and return
of investments may fluctuate. Investment in financial instruments is subject to
certain risks and does not guarantee the retention of the capital invested or
an increase in value. The analyst or group of analysts who produced this report
may interact with employees from marketing and sales or other groups for the
purposes of collecting, compiling and interpreting market information.
PostFinance has no obligation to update information or opinions, to specify
that information is no longer up to date, or to remove such information.

No advice (investment, legal or tax advice, etc.) is provided through this doc-
ument. This information does not take into consideration the specific or future
investment objectives, financial or tax situation or particular needs of any
specific recipient. This means the information and opinions are not a suitable
basis for investment decisions. We recommend that you consult your financial
or tax advisor before every investment. Downloading, copying or printing this
information is permitted for private use only, provided that the copyright notice
or other legally protected names or symbols are not removed. Complete or
partial reproduction, communication (electronic or otherwise), modification,
linking or use of the newsletter for public or commercial purposes and
non-commercial distribution to third parties is prohibited without prior written
consent from PostFinance. PostFinance accepts no liability for claims or legal
action by third parties based on the use of this information. Further information
is available on request.

PostFinance Ltd
Mingerstrasse 20

3030 Bern

Phone +41 848 888 900

www.postfinance.ch

PostFinance'=

Important information on sustainable investment strategies
PostFinance may include sustainable investments when selecting instruments
for the model portfolio. This means that environmental, social and governance
(ESG) criteria are taken into account in investment decisions. If ESG criteria are
implemented, certain investment opportunities may not be pursued which
would otherwise be compatible with the investment goal and other general
investment strategies. Taking account of sustainability criteria can result in the
exclusion of certain investments. As a result, investors may not pursue the
same opportunities or market trends as investors who do not apply such
criteria.

Source: MSCI. Neither MSCI nor any other party involved in or related to
compiling, computing or creating the MSCI data makes any express or implied
warranties or representations wieht respect to such data (or the results to be
obtained by the use thereof), and all such parties hereby expressly disclaim all
warranties of originality, accuracy, completeness, merchantability or fitness for
a particular purpose with respect to any of such data. Without limiting any of
the foregoing, in no event shall MSCI, any of its affiliates or any third party
involved in or related to compiling, computing or creating the data have any
liability for any direct, indirect, special, punitive, consequential or any other
damages (including lost profits) even if notified of the possibility of such dam-
ages. No further distribution or dissemination of the MSCI data is permitted
without MSCl's express written consent.

Source: J.P.Morgan. Information has been obtained from sources believed
to be reliable but J.P. Morgan does not warrant its completeness or accuracy.
The Index is used with permission. The Index may not be copied, used, or
distributed without J.P. Morgan’s prior written approval. Copyright 202[0],
JPMorgan Chase & Co. All rights reserved.

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark
and service mark of Bloomberg Finance L.P. and its affiliates (collectively
“Bloomberg”). BARCLAYS® is a trademark and service mark of Barclays Bank
Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg
or Bloomberg’s licensors, including Barclays, own all proprietary rights in the
Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves or en-
dorses this material, or guarantees the accuracy or completeness of any infor-
mation herein, or makes any warranty, express of implied, as to the results to
be obtained therefrom and, to the maximum extent allowed by law, neither
shall have any liability or responsibility for injury or damages arising in connec-
tion therewith.

Copyright © Web Financial Group and its Data Providers and Data
Owners. All rights reserved. Further distribution and use by third parties is
prohibited. Web Financial Group and its Data Providers and Data Owners make
no warranty and accept no liability. This content and disclaimer may be amend-
ed at any time without notice.

Copyright © SIX Financial Information and its data suppliers. All rights
reserved. Passing on and usage of any information or date by third parties are
prohibited. SIX Financial Information and its data suppliers assume no guaran-
tee and no liability. This content and the disclaimer may be changed at any
time without prior notice.

Data as of 8 February 2024
Editorial deadline: 12 February 2024
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