PostFinance investment compass April 2025

The costs of irrationality —
when protectionism
shakes world markets

Positioning Uncertainties remain high
Market overview Huge market turmoil
Economy Untimely trade war

Model portfolios Turbulent times

4= PostFinance



Editorial

The costs of irrationality — when
protectionism shakes world markets

The introduction of far-reaching US tariffs has shaken the global financial markets.
The US government’s turn towards protectionism calls basic economic policy principles
into question and is likely to lead to a significant economic slowdown.

Philipp Merkt
Chief Investment Officer

Notlong ago, ascene in which a president announces the biggest
trade restrictions in recent economic history and calls the day on
which he proclaims them “Liberation Day” might have been good
as adraftfor a mediocre political satire. But this is now reality, and
an expression of a political policy that questions the fundamental
principles of world trade.

“Any attempt to create prosperity through
trade barriers contradicts everything
our economic experience has taught us.”

It has long been proven that blanket tariffs achieve little economic
good, but have many negative effects. In a global economy based
on the principle of the division of labour, they don’tlead to greater
prosperity, but instead to higher prices and inefficiencies, and
ultimately to less growth.

The impact on the financial markets was anything but liberating.
Stock markets around the world came under enormous pressure,
in some cases losing more than 10 percent within a few days.
After aninitial decline, interest rates on US government bonds also
rose significantly again as doubts about the reliability of US eco-
nomic policy grew. If nothing else, the US political leadership at
least failed to remain unperturbed — following the intense market
reaction and increased risks to financial stability, it suspended the
country-specific additional tariffs for 90 days.

That said, there’s no sign of any quick return to the old order. The
basic tariff of 10 percent remains in place and could lead to a
renewed rise of up to 2 percent in inflation in the USA. Following a
period of reciprocal escalation, tariffs on China — with some
exceptions — now amount to 145 percent. This is tantamount to a
trade embargo. But far beyond the tariffs, which are changing al-
most on a daily basis, what concerns us is the ongoing uncertainty.

Experience tells us that it’s precisely such uncertainty that leads
companies to postpone investments —at a time when US consum-
ersare under pressure from the threat of a renewed rise in inflation.
[t means we can expect the US economy, which has already weak-
ened recently, to slow down even further.

We’'ll also feel the effects of the trade conflictin other economies,
whether through lower demand as a result of tariffs or because
the economic stakeholders in these economies are increasingly
unsettled. Take Switzerland, where consumer confidence in future
economic performance has declined sharply.

Nor are there any quick solutions in sight in the political sphere,
the economy or on the financial markets. This means it’s all the
more important to prepare for a more difficult period for invest-
ment. Our current positioning has proven successful in recent
weeks. Our underweight position in US stocks and equities as a
whole, along with our preference for Swiss real estate and the
Japanese yen, have helped to cushion the setbacks. We’re main-
taining this positioning. As long as the political and economic
uncertainty continues to dominate, a cautious policy is not only
sensible, it's essential for stability and value preservation.
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Positioning

Uncertainties remain high

Although the temporary suspension of the announced trade tariffs has brought about a slight
recovery, there are still uncertainties, which continue to cloud the economic outlook, particularly

in the USA. We remain cautious.

Last month was marked by unparalleled ups and downs. The VIX
index, a measure of uncertainty on the US stock market, reached
more than 50 index points, a high last exceeded at the beginning
of the coronavirus pandemic. The trigger was the announcement
of huge tariffs on “Liberation Day” in early April, when the US gov-
ernment said it would levy a basic tariff of 10 percent onits trading
partners, along with additional, country-specific reciprocal tariffs.
For most countries, this resulted in punitive tariffs in the range of
between 10 and 50 percent. These tariffs were significantly higher
than expected by the financial markets, which responded accord-
ingly with a flight to safer investments.

“Our cautious positioning, in particular

with regard to the US stock market,
has proven to be correct.”

Performance of asset classes

Turmoil on the financial markets

Within a few days, the stock markets recorded losses of more than
10 percent, while investments such as bonds, which are consid-
ered safer,made gains. In turbulent times like these, thisis a typical
pattern of investor behaviour. However, these gains didn’t last long,
at least in the US government bond market, which again lost a
great deal of value, while European government bonds maintained
their price gains. It's an unusual picture, which, besides a loss of
confidence, gave rise to fears that the financial system could be
under substantial stress. A sharp sell-off of investments consid-
ered a safe haven in a turbulent environment is fuelling fears that
speculative positionsin the financial system could become unsta-
ble and will need to be covered by selling off government bonds.

Asset class iMinCHF YTD®in CHF i1MinLCY? YTD!inLCY?
Currencies EUR -2.7% -1.3% —2.7% -1.3%
usD -4.3% -7.3% -4.3% -7.3%
JPY -2.2% 0.7% -2.2% 0.7%
Fixed Income Switzerland 1.0% -1.3% 1.0% -1.3%
World -2.2% -2.7% 0.5% 3.0%
Emerging markets -7.7% -8.3% -3.6% -1.1%
Equities Switzerland -15.3% -5.6% -15.3% -5.6%
World -11.1% -13.0% -7.2% —6.2%
USA -9.4% -13.9% -5.4% -7.2%
Eurozone -16.6% -5.7% -14.3% -4.5%
United Kingdom -16.0% -10.0% -11.3% —4.8%
Japan -15.3% -15.4% -13.1% -16.0%
Emerging markets -15.4% -13.8% -11.7% -7.1%
Alternative Swiss real estate -2.9% -2.7% -2.9% —2.7%
Investments Gold 0.4% 9.6% 4.9% 17.9%

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

Data as of 9.4.2025
Source: Allfunds Tech Solutions, MSCI, SIX, Bloomberg Barclays, J.P.Morgan
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Pause in tariffs triggers countermove

These developments seem to have left even the US President
feeling somewhat perturbed. On the day the reciprocal tariffs
came into force, US President Donald Trump announced a 90-day
suspension for a large number of countries — with the exception
of China. In an spiral of escalation, the US government increased
its tariffs on China to no less than 145 percent, while China has
now imposed tariffs of 125 percent on the USA. Nevertheless, the
pause brought about something of a recovery on the financial
markets. The stock markets reacted with an appreciable counter-
move although they have yet to recover from the slump. More
importantly, however, the US government bond market has now
calmed somewhat. Our cautious positioning, particularly with
regard to the US stock market, has therefore proven to be correct.

Positioning relative to long term strategy: Swiss focus

Cautious positioning maintained

However, the uncertainties on the financial market remain high:
the threat of further tariffs has not been averted. Additionally, the
basic 10-percent tariffs, the tariffs on aluminium and steel and the
increased tariffs on China remain in place. The fact that, before
the announcement of massive tariffs, sentiment among US service
providers had already fallen to its lowest level since the corona-
virus pandemic is fuelling concerns about the economic impact
of current US economic policy. In this context, the risk of recession
has increased even further. We therefore remain underweighted
in the US stock market and the equity market as a whole and
continue to prefer Swiss real estate funds, which have proven their
worth in these volatile times, and the Japanese yen, which is
considered a safe haven.

Asset class TAA'old TAA*new underweighted? neutral ® overweighted?®
-- - + ++
Liquidity Total 4.0% 4.0%
CHF 1.0% 1.0%
Money market CHF 1.0% 1.0%
Money market JPY 2.0% 2.0%
Fixed Income Total 35.0% 35.0%
Switzerland 17.0% 17.0%
World? 10.0% 10.0%
Emerging markets? 6.0% 6.0%
US government bonds? 2.0% 2.0%
Equities Total 48.0% 48.0%
Switzerland 23.0% 23.0%
USA 8.0% 8.0%
Eurozone 4.0% 4.0%
United Kingdom 2.0% 2.0%
Japan 2.0% 2.0%
Emerging markets ex China 5.0% 5.0%
China 2.0% 2.0%
World Value 2.0% 2.0%
Alternative Total 13.0% 13.0%
Investments Swiss real estate 8.0% 8.0%
Gold? 5.0% 5.0%

t Tactical Asset Allocation: short to mid-term orientation
2 Currency hedge to CHF
8 Positioning relative to our long-term asset allocation
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Market overview

Fixed income

The trade war instigated by the US government led to huge price gains on the bond markets to
begin with, only for most of these gains to be lost again. However, prices of long-term US govern-
ment bonds are now back near the previous month’s level in the USA, and slightly above the

previous month’s level in Europe.

Indexed performance of government bonds in local currency
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At the end of March, against the backdrop of the promised “Liber-
ation Day”, bonds were already showing signs of nervousness on
the market, causing government bonds to rise significantly in
value. But the tide turned again shortly afterwards. Within a few
days, there was a huge increase in long-term yields to maturity on
US government bonds, which almost returned to their level at the
beginning of March. This increase was likely due to the prospect
of further escalation of the tariff war with China and will probably
have further increased investor scepticism towards the USA,
while fuelling concerns about persistently high inflation. With the
recent unexpected pause in reciprocal tariffs against numerous
countries, the situation has now calmed somewhat, with the
rise in government bonds month-on-month limited to Europe and
Switzerland.

Source: SIX, Bloomberg Barclays
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Long-term capital market interest rates have been on arollercoast-
er ride, particularly in the USA. One month ago, 10-year yields to
maturity on US government bond were still at around 4.3 percent,
before falling briefly to below 4.0 percent when the trade war
broke out and then returning to 4.3 percent. But while long-term
interest rates in Europe have also experienced ups and downs,
they are currently still below the previous month’s level, in particu-
lar in Switzerland. The pause in tariffs seems to have calmed the
anxiety on the bond market for the time being.

Source: SIX, Bloomberg Barclays
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Despite the temporary suspension of retaliatory tariffs, the effects
of the trade war also left their mark on the corporate bond market.
Although reduced, the tariff measures are fuelling legitimate fears
of recession in the US economy, which, in turn, are likely to have
had an impact on the corporate bond market. Spreads on corpo-
rate bonds and in particular on US corporate bonds, initially rose
sharply. However, credit spreads remain below the levels typically
seen in times of recession.

Source: Bloomberg Barclays
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Market overview

Equities

The announcement and subsequent temporary suspension of trade tariffs led to huge fluctuations

on the equity markets.

Indexed stock market performance in Swiss francs
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The stock markets last month were very much dominated by the
trade war initiated by Trump. The tariffs have significantly clouded
the outlook for future global economic performance. Stock
markets around the world plummeted by 10 to 20 percent within
days of the announcement of trade restrictions. US stock markets
suffered the biggestlosses, at times falling 20 percent below their
February high. Following strong performance at the beginning of
the year, the Swiss stock market traded well below its year-
opening level. Trump’s announcement of a pause in retaliatory
tariffs for numerous countries triggered skyrocketing prices around
the world, allowing US and European markets to recoup some of
their losses.

Source: SIX, MSCI

The heavy price losses on global stock markets also had animpact
on momentum. Whereas European markets were still in euphoric
mood last month following the announcement of new economic
stimulus packages, their momentum this month also veered clearly
into negative territory. The USA was particularly hard hit, as were
countries like Taiwan, which are heavily dependent on trade with
the USA. Momentum also shifted sharply on the Chinese market,
which has recently seen only a slight countermovement. This is
likely because rather than suspending the retaliatory tariffs against
Chinainresponse to countermeasures, the USA actually increased
them to 145 percent.

Source: MSCI
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The price losses on equity markets are also reflected in the
performance of price/earnings ratios (P/E ratios). Price/earnings
ratios have fallen significantly worldwide, with the most pro-
nounced movements in US and European stock indices.

Source: SIX, MSCI
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Market overview

Swiss real estate investments

Swiss real estate funds also lost value this month and are now below their level seen at the

beginning of the year.

Indexed performance of Swiss real estate funds
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Swiss real estate funds were initially less affected this month by
financial markets that were otherwise very volatile. Nevertheless,
exchange-listed funds have recently lost significantly in value and
are now down over the year as a whole. The decline of almost 30
basis points in capital market interest rates in Switzerland is likely
to have helped to maintain robust demand for real estate funds
and limit losses compared to the stock markets.

Source: SIX

Premium on Swiss real estate funds and 10-year yields
to maturity

The negative performance of exchange-listed Swiss real estate
funds led to a slight decrease in the premium that investors usu-
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Market overview
Currencies and cryptocurrencies

The global trade war led to a weaker US dollar this month. Conversely, the Swiss franc, which is
seen as a safe haven, was in demand and made gains against the US dollar and the Japanese yen.

The trade war dominated events on the world’s financial markets.  franc gained 1.5 percent against the euro and almost 3 percent
The prevailing uncertainty was also reflected in currencies, where  against the US dollar, taking the Swiss franc to its highest level
demand for safe havens remained robust this month. The Swiss  against the euro and the US dollar since the beginning of the year.

Currency pair Price PPP! Neutral area? Valuation
EUR/CHF 0.94 0.90 0.83-0.97 Euro neutral
USD/CHF 0.86 0.80 0.69-0.90 USD neutral
GBP/CHF 1.10 1.20 1.04-1.36 Pound neutral
JPY/CHF 0.58 0.87 0.71-1.03 Yen undervalued
SEK/CHF 8.60 10.06 9.00-11.13 Krona undervalued
NOK/CHF 7.95 10.54 9.30-11.78 Krona undervalued
EUR/USD 1.10 1.13 0.98-1.27 Euro neutral
USD/JPY 147.74 91.83 70.48-113.17 Yen undervalued
USD/CNY 7.35 6.25 577-6.73 Renmimbi undervalued
Cryptocurrency USD rate YTDinUSD?® Annual high Annual low
Bitcoin 82'595 -9.68% 106'149 76244
Ethereum 1'664 -49.67% 3'685 1471
* Purchasing power parity. This metric calculates an exchange rate using relative inflation rates. Source: Allfunds Tech Solutions,
2 Range of historically normal fluctuations. 8 Year-to-date: Since year start Coin Metrics Inc.

Gold

Although the gold price measured in Swiss francs fluctuated last month, it again temporarily
reached a new high.

Indexed performance of gold in Swiss francs The precious metal established itself as a safe haven this month
100=01.01.2025 despite fluctuations. The gold price hit new record highs in April,
120 despite temporary setbacks. Nevertheless, with an annual return
&1 of over 10 percent, gold remains strong and is now providing a
&0 significantly higher return than the stock markets.
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Economy

Untimely trade war

Global economic data in the year to date has been disappointing. There is little sign of economic
recovery in China and Europe, while consumption in the USA — a key driver of strong economic growth
in recent years — has clearly slowed. Against this backdrop, US President Trump’s trade war comes

at an inopportune moment, because the massive uncertainty caused by the ongoing back and forth
on tariffs alone is likely to be enough to further weaken the global economy.

Switzerland
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The mood among Swiss industrial and service companies deteri-
orated sharply in March. Swiss consumer spending, as measured
by retail sales, also rose far less than in previous months. However,
with strong momentum in the export sector, first quarter econom-
ic growth is expected to be solid, partly because many companies
brought forward deliveries before the announced US tariffs took
effect. If significant tariffs come into effect, the Swiss economy
would be disproportionately affected. As a small, open economy,
Switzerland is heavily dependent on the export sector, not to
mention that the USA is our most important trading partner.

Source: Bloomberg
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Economic growth in the USA slowed appreciably at the beginning
of the year, mainly due to the weakening of private consumption,
which has been a key pillar of growth in recent years. This slow-
down comes as little surprise as many households are currently
facing pressure on two fronts: on the one hand, income growth
has been lagging behind the increase in consumer spending for
some time now, while, on the other, reserves built up during the
pandemic have now been largely spent. There is also a palpable
sense of uncertainty caused by the trade conflict that is clearly
weighing on consumer confidence. On top of that, high tariffs on
imported goods, which lead to rising prices, are likely to put addi-
tional pressure on budgets. It means the US Federal Reserve (Fed)
finds itself in an extremely difficult position, with an economy
showing weakness with simultaneous high price pressure.

Source: Bloomberg
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Eurozone

Growth, sentiment and trend
In percent
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The eurozone economy continues to trend sideways, as shown, in
particular, by sentiment among both companies and consumers,
which has seen little change in recent months. The huge fiscal
policy measures put in place by the German government, and to
some extent by the European Union have as yet failed to restore
optimism. However, inflation has atleast slowed somewhat against
the backdrop of a weak economy. In March, core inflation, which
excludes volatile price components beyond the influence of the
central bank, fell from 2.6 to 2.4 percent, bringing inflation trends
gradually closer to the targets set by the European Central Bank
(ECB).

Source: Bloomberg

Emerging markets

Growth, sentiment and trend
In percent
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Among the major emerging markets, the strongest growth momen-
tum continues to come from India. Here again, however, growing
uncertainty about possible US tariffs has made itself felt recently,
weighing on business sentiment. By contrast, economic perfor-
mance in China is still well below average. Private demand in the
form of consumer spending and construction investment remains
weak. In response, the Chinese government has announced
targeted fiscal policy measures in an effort to take the pressure

5 N \/ off private households in particular. However, the negative effects
of the trade war, with a spiral of tariffs and counter-tariffs that now
= includes US tariffs of 145 percent on Chinese imports and retali-
atory Chinese tariffs of 125 percent on US imports, are likely to
= outweigh these measures and continue to slow growth.
conomic climate
— Trend growth rate
6 1995 2000 2005 2010 2015 2020 2025
Source: Bloomberg
Global economic data
Indicator Switzerland USA Eurozone UK Japan India Brazil China
GDPY/Y*2024Q83 1.9% 2.7% 1.0% 1.2% 0.7% 5.6% 4.1% 4.6%
GDPY/Y!2024Q4 1.5% 2.5% 1.2% 1.5% 1.1% 6.2% 3.6% 5.4%
Economic climate 2 - N N N / / N -
Trend growth® 1.3% 1.6% 0.8% 1.8% 1.1% 5.3% 1.8% 3.7%
Inflation 0.3% 2.4% 2.2% 2.6% 3.7% 3.3% 5.5% -0.1%
Key rates 0.25% 4.5% 2.65%* 4.5% 0.5% 6.0% 14.25% 3.1%

t Growth compared to year-ago quarter

Source: Bloomberg

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.

8 Potential growth. Long-term change in gross domestic product with sustainable capacity utilization.
“ This is the ECB’s main refinancing rate, the deposit rate is 0.15 percentage points lower.
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Model portfolios Swiss focus

Turbulent times

The past month has been dominated by the US government's tariff policy. On ‘Liberation
Day’, the US government announced significant punitive tariffs againstits trading partners,
sending the financial markets into turmoil. The stock markets in the US, but also worldwide,
suffered significant losses and safe investments were in demand. After the rather surpris-
ing suspension of countervailing tariffs on a large number of countries, the financial
markets have now calmed down somewhat. However, the losses on the stock markets,
particularly in the US, remain high. Our recently strengthened defensive positioning has
proven to be the right approach. Uncertainties remain high and are likely to continue to
weigh on the economic outlook. We are therefore maintaining our defensive positioning
and remain underweighted in both the US equity market and the overall equity quota. By
contrast, we are staying invested in the Japanese yen, which is considered defensive, and
are maintaining our overweight in Swiss real estate funds, which have so far proven their
worth in these turbulent times.

Expected
return potential

[ Liquidity
M Fixed Income
M Equities
Alternative Investments

Balanced

4% W 48%
W 35% 13%

Interestincome

3% 1 285%
W 55.5% 1 13%

W3% W 14%
W 69.5% " 13.5%

W55%
Income W 14.5%

BILANZ

Portfolio Manager Of The Year
Evaluation period: 24 months

firstfive

Capital gains

[18.5% m84%
W 0% 7.5%

Risk

Source: PostFinance Ltd
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Legal information

This document and the information and statements it contains are for information
purposes only and do not constitute either an invitation to tender, a solicitation,
an offer or arecommendation 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, reliable,
current or complete and, to the extent permitted by law, does not assume any
liability for it. In particular, PostFinance rejects any liability for losses resulting
frominvestment performance based on information contained in this document.
The content of this document is based on various assumptions. Differing as-
sumptions can resultin significantly different outcomes. The opinions 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 particular 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 guar-
antee 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 infor-
mation or opinions, to specify thatinformation is no longer up to date, or to remove
such information.

No advice (investment, legal or tax advice, etc.) is provided through this docu-
ment. 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-com-
mercial 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
Switzerland

Phone +41 58 448 14 14
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 oppor-
tunities 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 orig-
inality, 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
shallMSCI, 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 damages. No further distribution or dissemination of the
MSCI data is permitted without MSCI'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 atrademark 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 endorses this material, or guarantees
the accuracy or completeness of any information herein, or makes any warranty,
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