Market Commmentary
2nd Quarter 2024

Business Activity and Global Economy

The stock market boom of the first quarter of 2024 continued in the second, with most of
the major indices finishing the quarter in positive territory.

At the start of the second quarter, however, it was uncertain whether the levels from the
previous three months could be extended further. Geopolitical crises weighed on the mar-
kets: Iran's direct attack on Israel led to uncertainties regarding the already restrained
trade routes in the Persian Gulf and, in the US, the military aid package for Ukraine faced
headwinds in Congress. In addition, the high inflation numbers in April came as a negative
surprise to investors who had hoped for interest rate cuts.

From mid-May, the danger of a further escalation in the turbulent regions seemed to have
been averted for the time being. At the same time, higher-than-expected unemployment
data, which is regarded as an indicator of economic activity and therefore inflation,
pointed to an easing of monetary policy, including interest rate cuts in the US, which
boosted the markets. Meanwhile, good quarterly results from companies provided further
support.

With the gradual decline in inflation figures and slightly higher unemployment, the sce-
nario of a soft landing - a normalisation of the inflation rate below the 2% mark while
avoiding a recession - appears to be within reach. This is supported by the continued op-
timism of company leaders, which is reflected in the manager surveys. The monthly sur-
veys show that the economic environment for companies in the US, Europe and Switzer-
land has improved since the beginning of the year. The service sector in particular is
confident due to the growth in incoming orders. However, the sample also shows that the
manufacturing industry in Europe is still struggling with problems such as weak foreign
demand, which led to falling production output.

In the second half of the year, political risks will remain on the agenda. Following the elec-
tions in France and the UK, which have reshuffled the political balance of power, funda-

mental decisions about the countries’ future path will be made before the US elections
take the stage in the autumn.

Figure 1: World Indices in Local Currency in the 2" Quarter
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@ Key Takeaways

The market observed a first inter-
est rate reduction by the European
Central Bank (ECB) and a second
reduction by the Swiss National
Bank (SNB).

Geopolitical crises unsettled inves-
tors at the beginning of the second
quarter, but by the end of the Q2,
the threat of escalation seemed to
have subsided.

The lower inflation figures in the
United States were encouraging for
investors toward the end of the
second quarter of 2024.

Gold experienced significant gains
at the start of the quarter and sub-
sequently stabilized at a high level.

Source: Refinitiv, Datastream as of 02.07.2024



Monetary Policy

In the first quarter of 2024, we already saw the first, surprising interest rate cut in Switzer-
land, while the European Central Bank (ECB) and the US Federal Reserve (Fed) maintained
their previous interest rate levels.

Inflation and labor market data in the beginning of the quarter have left monetary author-
ities in the US and Europe little room for interest rate cuts. After the inflation figures for
March, which were above expectations at 3.5% (year-over-year), the room for cuts became
even smaller. The healthy US economy and low unemployment figures signaled that in-
terest rate cuts were not to be expected in May or June in the US. The following month of
April did not bring a sharp fall in inflation either, which is why the Fed left interest rates
unchanged at its meeting in May. However, there were signs of easing inflationary pres-
sure in May, which was reflected in higher unemployment data and ultimately in the pub-
lished inflation figures.

In the eurozone, represented by Germany in Figure 2, inflation in April remained slightly
above the target range of 2% at 2.4%. Despite the rise in annual inflation to 2.6% in May,
the European Central Bank decided in June to cut the key interest rate by 25 basis points
to 4.25%. The move was justified with the progress made in combating inflation, particu-
larly in comparison to the previous year's figures. Nevertheless, the ECB emphasized, sup-
ported by wage data, that the upward pressure has not yet been broken and will continue
until next year according to the ECB forecasts. Inflation also remains unevenly distributed
between the member states of the eurozone. While countries such as Belgium reported
inflation figures of over 5% in June, six member states of the monetary union were already
within the target range.

In Switzerland, inflation has been within the target range defined by the SNB since June
of last year. However, the export-oriented Swiss economy is weakening slightly due to
weak foreign demand and weak economic activity in neighboring Germany. The Swiss
National Bank's committee therefore decided to make a further interest rate cut in June.

Figure 2: Inflation Rates Over Time (Annualized Rates)
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Financial and Capital Markets A )
The partial interest rate cuts and the expectation of cuts in the near future as a result of the " Asset Allocation

low inflation data, published in the second half of the second quarter, caused stock markets
to rally to new heights. Similar to the previous quarter, Nvidia once again exceeded the high
expectations. The company, which manufactures chips for training artificial intelligence
models, increased its revenue by 18% compared to the previous quarter and posted a profit  cash Overweight
of over USD 14 billion. Following the announcement, the shares broke through the USD 100

price barrier, helping the company to become temporarily the most valuable company by  Fixed Income  Underweight
market capitalization. However, as in the first quarter, reservations about the sustainability

Asset Class Positioning

of Nvidia's growth remain, which is why price corrections are possible, as was the case after  Equity Neutral
the publication of Meta's quarterly data. Although Meta's fundamentals were convincing,
the share price corrected downwards on the day of the release, since the growth forecast Gold Strong Overweight

by Meta for this year was below analysts' expectations. At the same time, Meta, which is a
leader in the field of artificial intelligence, emphasized that this technology is already useful
for targeted advertising, but it does not yet work on a large scale. Overall, the reporting sea- e  We maintain liquidity, such as hold-

son was pleasing, with SAP in Germany and Novartis in Switzerland also delivering convinc- ing money market funds, to remain
ing results, which resulted in strong daily gains for the shares. Both have also made signif- flexible and respond dynamically
icant advances since the beginning of the year. during market corrections.

The largest indices all closed the first half of 2024 with comfortable gains. Only the Chinese o  Amid uncertainties in the markets

Shanghai Index lost ground in the second quarter of 2024 and is now marginally in the red at the beginning of the quarter, gold
on an annualized basis. There are many reasons for this, including the ailing property mar- experienced significant gains. This
ket, greater government intervention in the economy and subdued domestic consumer sen- affected our mandate performance
timent. The French stock market also corrected downwards in the second quarter due to positively due to our considerable

the uncertainties following the country's parliamentary elections, in which the parties on the

allocation to gold.
far left and right achieved gains.

e Since the end of April, the Swiss
Franc has strengthened against
the US Dollar and Euro. However,
this trend reversed in June.

The high inflation data at the beginning of the quarter drove the current yields on fixed-
interest bonds up, which was accompanied by price falls on them. Following the publication
of the US labor market data, the market factored in future interest rate cuts as a result of
the fall in inflation, which led to falling yields. The interest rate cuts towards the end of the
quarter in Switzerland and the eurozone confirmed the market sentiment of lower interest
rates which resulted in bond investors achieving price gains. In addition to benchmark in-
terest rates, creditworthiness is a key factor for investors. In the second quarter of 2024,
investors demanded higher yields on French government bonds, as the country's credit rat-
ing was downgraded in May due to its high and rapidly growing government debt level.

e Despite being underweight in equi-
ties, we benefited from the technol-
ogy hype by being selectively in-
vested in certain individual stocks.

e Bonds remain an important part of
our portfolio and experienced price
increases during June.

Gold made significant gains at the beginning of the quarter. This was driven in particular by
geopolitical uncertainties in the Middle East and higher-than-expected inflation. Purchases
by national banks from developing countries that want to build up gold reserves also had a
supporting effect. After reaching a new all-time high in May, gold corrected slightly and has
since trended sideways.

Figure 3: Total Return of the S&P 500, 10Y Treasury and Gold for the year 2024 (YTD)
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Current Asset Allocation

At the beginning of the quarter, the bank decided to reduce a portion of the inflation-pro-
tected bonds in favor of other fixed income securities. This move reflects the higher yield
opportunities from fixed-rate bonds in a potential interest cutting cycle. Additionally, matur-
ing bonds were replaced with such that had similar characteristics. Overall, the bank’s allo-
cation remained largely unchanged. We maintain a neutral weight in equities, with selective
realization of gains. Alongside our strong focus on gold, we continue to adopt a defensive
stance while retaining the possibility to participate in further market gains through index
positions.

Notably, in the relatively weak month of April, we outperformed our benchmark group in
terms of returns and maintained this lead throughout the subsequent growth months until
the end of the quarter. Our equity positions, including the outstanding performance of the
Swiss stock market in the second quarter, contributed to a positive half-year result. How-
ever, bonds were relatively weak during the first half of 2024, although they also saw gains
towards the end of June, partly due to interest rate cuts by the Swiss National Bank. In our
EUR and USD portfolios, we recorded gains in the second quarter, although not as high as
in the CHF portfolio. Overall, the quarter demonstrated the effectiveness of our conservative
approach with participation in growth phases. As we navigate in a changing economic en-
vironment with significant elections in major economies, such as the USA, on the horizon,
we remain cautious while keeping an eye out for the growth potential of new and existing
trends.

Figure 4: Asset Allocation as of 01.07.2024
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Tel. +41 44 233 32 00

Disclaimer

The information contained in this document is for
general information purposes only and should not
be relied upon in making any material business de-
cision without first contacting Bank von Roll Ltd for
more accurate and up-to-date information. In par-
ticular, all market data, including prices of securi-
ties or other financial instruments, are presented in
approximate and/or simplified form and may chan-
ge over time. The prices and values of the invest-
ments described may fluctuate. This is neither an
offer nor a solicitation by or on behalf of Bank von
Roll Ltd to buy or sell securities or other financial
instruments. The information used has been obtai-
ned from or is based on sources that Bank von Roll
Ltd. believes to be reliable. Bank von Roll Ltd assu-
mes no legal responsibility or liability for the ac-cu-
racy, correctness or completeness of the informa-
tion accessible through this document. Any conclu-
sions drawn by the user from the information pre-
sented herein are his or her own and cannot be at-
tributed to Bank von Roll Ltd. Past performance is
not indicative of future performance of any invest-
ment. Commercialization or distribution of this
document is not permitted.

This report was published on the 70
of July 2024.



