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Global Markets’ Risks
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Groos Net Debt/Equi  12m
METOXH TIMH* P/E KE®AA/ZH P/BOOK ROE Revenues Net Profit Margin margin  Div.Yield EPS Beta ty Target Fair Value
ETE 10,35 8,6 9,4b 0,98 14,38% 2,62b 1,10b 99,24% 42,02% 3,70% 1,21 1,66 68,40% 10,22 18,64
ALPHA 2,68 11 6,2b 0,59 7,70% 1,80b 564m  100,00% 31,37% 1,16% 0,24 1,75 100,40% 2,57 3,66
EYPQB 2,66 6,63 9,8b 1,09 17,69% 3,09b 1,48b 100,00% 48,01% 3,55% 0,4 1,55 126,70% 3,011 4,38
nNEIP 5,7 6,4 7,1b 0,71 13,64% 2,73b 1,12b  100,00% 40,86% 1,22% 0,9 1,56 80,90% 5,94 9,1
BOCHGR 6,62 5,7 2,9b 0,9 19,20% 1,05b 508,19m 100,00% 47,44% 8,40% 1,16 0,86 47,50% 6,4 7,87

OPTIMA 17,96 7,5 1,32b 1,8 24,80% 243,33m 146,49m 100,00% 60,20% 2,90% 1,99 1,2 21,90% 17,3 16,82
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TIM
METOXH | H*

Autoellas 11,92
APAITr 13
AAA 8,89
EANAKTQP 1,32
FEKTEPNA 19,3
AKTP 5,35
ABAZ 2,07
NAMAA 6,63
OTE 16,58
KOYEZ 7,24
EYAAN 5,88
EXAE 5,85
CENER 9,42
EAXA 2,18
OAN 45,5
(074Y¢) 33,3

2H [P/BOOK

6,7 572m
8,1 1,06b
12,8 2,65b
10,4 806m
77,9 1,9b
157,7 1,12b
14,4 305,9m
24,8 1,15b
13,9 6,9b
15,6 766m
42,7 626m
19,5 338m
14,3 2,01b
7,9 818m
13 823,8m
12 335,66m

13
2,3
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11
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6,8
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1
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0,7
3
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1,6
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19,50%
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48,20%
10,60%
12,26%
-1,50%
17,00%
1,60%
24,50%
17,70%
3,50%
16,20%
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11%
19%

14,40%

989,3m
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400m
3,25b
1,25b
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664,84m
3,59b
1,33b
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50,4m
1,8b
3,44b
230,1m

100.65m

84,89m
131,3m
235,9m

85,2m
24,80m

6,92m
21,27m
46,25m
492,9m
49,11m
14,65m
16,61m
139,4m
103,2m
87,46m

28,02m

EBITDA

254,6m
241,4m
515,6m
173,3m
506,2m
58,55m
22,82m
146,7m

1,14b
79,57m
78,64m
18,45m
265,7m
242,7m
123,5m

37,36m

aAatlomoinon 2

19,96%
23,82%
91,33%
67,78%
10,48%

9,85%
12,64%
48,32%
63,91%
13,72%
39,59%
91,31%
16,38%

8,26%
58,85%

46,88%

8,61%
7,20%
35,48%
17,35%
0,76%
0,55%
3,26%
6,96%
13,72%
3,71%
3,92%
33,31%
7,76%
3,00%
37,88%

27,84%

Div.Yiel
d

7,10%
6,30%
8,80%
n/a
1,33%
n/a
1,40%
6%
4,70%
3,50%
1,70%
4,70%
1%
4%
4,10%

4,60%

Beta uit

1,68
1,46
0,76
0,25
1,73
0,034
0,18
0,11
1,16
0,43
0,14
0,3
0,72
0,28
3,5

2,78

0,91
1,64
0,85
1,22
0,83
1,27
1,35
0,69
0,52
0,87
0,38
0,74
0,69
1,05
0,57

0,35

182,83%
271,62%
190,88%
81,48%
142,27%
215,92%
223,61%
130,56%
56,05%
68,09%
0,30%
0,41%
129,50%
67,30%
22,87%

25,43%

12m [Fair

Target |Value

14,6
13,78

9,38

24,57

n/a

10,24

18,19

5,78
6,63
12,4
2,4
48

n/a

8,22
2,4
3,52
0,54
5,75
4,87
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10,24
26,1
10,4
1,01
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16,43
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EAAGOa - Kivouvol

Anpocio Xpéog (¥160% tou AEN)
1. Av KOl LELWVETOL WG TTO000TO Tou AEM, mapapével uPpnAotepo
otnv Evpwnn.
2. E&optatal ano tig aglohoynoelg rating agencies (m.x. Moody's,
S&P).
3. Tpamelka NPLs (Mn E€untnpetovpeva Advela)
MAgdvaopa vs Avamtuén
1. HEA\ASa mpénel va mapdyel TAsdvaopa Aoyw xpEoug, aAAd
0UTO MEPLOPLIEL TLC EMEVOUOELC.
2.  Outpamneleg €xouv BeAtiwoel ta NPLs, aAAd n aduvapia
Xopriynong véwv daveiwv pmopet va emiPpaduvel TV owkovopuia.
FrewmnoAwtikoi Kivéuvol
o - Toupkikeg Evtaoelg (Awyaio, Kumplako)
B - Naykooula ABeBatotnta (MoAepog Oukpaviag,
Méaon AvatoAn) -
=> Eniépaon o€ ToupLopO, EVEpYELQ
Ecwtepikoi Kivéuvol
o - Anpoypadikn Kpion
(Mpavon mAnBuopol - mieon o€ CUVTAEELG).
B - Abuvapia EnevéUoewv oe Texvoloyia
(H xywpa votepet og Yndlomoinon).



US market fundamentals
Tech + Financial sector



Magnificent 7 + 2

Cash
from

!!! BOOK EBITDA A

0 gin |[Equity|t Ratio

Oper.

NVDA 98.2 2,476B 34.53 3.24 2.99 98.06% 130.5B 83.32B  72.88B 64.09B 75.45% 55.85% 0.11 4.44
AAPL  205.42 3,000B 27.86 42.91 6.40 168.79% 395.76B 1178 103.98B 108.29B 42.32% 26.09%  1.66 0.91
GOOG 147.2 1,812.1B 18.83 5.55 8.04 33.8% 350.02B 105.7B  86.67B 125.3B 58.24% 29.38% 0.13 1.84
AMZN 167.32 1,775 303 6.2 5.52 24.32% 638B 121.38B 68.61B 115.88B 48.85% 9.3% 0.27 1.06
NFLX 1053.02 442.74B 32.76 6.98 12.03 26.87% 33.728 7.98B 5.41B 7.97B 42.2% 16.05% 1.01 1.34
META  519.1 1,026B 22.75 7.63 23.89 35.57% 164.5B 85.27B  90.66B 91.33B 80.77% 31.43% 0.158 2.98
TSLA 253.1 745.67B 157.35 12.33 2.42 9.16% 95.72B 16.64B  10.88B 16.488 17.9% 6.72% 0.11 2,00
MSFT 374.95 2,073B 35.97 11.55 9.68 26.19% 211.98 108.6B 72.4B 125.58B 68.85% 34.17%  0.64 1.35
AVGO 174.00 797.3B  79.09 6.18 2.07 28.67% 54.53B 17.78 9.27B 21.26B 75.36%  25.9% 0.53 1

Yield | Beta | Target

1.14%

0.5%

0.5%

n/a

n/a

0.36%

N/A

0.79%

4.1%

2.4

1.18

0.97

1.48

0.84

0.77

1.78

0.94

1.07

166.53 130-144

240.37 220.31

203.6 237-248

250.68 240-290

846.31

1,112.68

697.01

890.39

282.92

130.16

485.41

443.78

235.56 181.62



Tech sector

Cash Debt/
EBITD from Equit | Current
M.Cap P/BOOK Revenues| A Oper. o 0 Ratio

Beta | Target| FV
INTC 20.11 85.08B  (4.55) 0.9 (0.13) N/A 53.04B (11.21) (19.23B) 10.32B 31.67% (37.11%) 0.502 1.31 1.23% 1.5 21.75 31.80
AMD 89.23 139.42B  85.99 6.17 0.53 2.07% 25.79B 5.7B 850m 3.04B 46.53% 3.77% 0.07 2.62 nfa 1.98 139.6 149.10
PLTR 92.1 219.85B 495.88 43.84 0.19 10.46% 2.87B 1.13B 489.17m 1.15B 80.25% 16.33%  0.00 5.96 n/a 90.6 66.0
SMCI 32.01 18.15B 14.32 3.11  2.29 31.02% 20.82B 1.252B  1.153B (1.99)B 12.44% 6.93% 0.306 6.38 nfa 1.22 4493 301.04
2,015.44
TSM 157.4 680.46B 20.50 4.79 5.37 23.37% 75.88B 45.8B 27.77B B 54.40% 36.60% 0.33 1.83 0.38% 1.31 216.58 260.51

PANW 167.38 108.34B 102.56 8.52 (0.79) (3.25) 8.008 1.13B (0.27) 3.11B 71.98% (3.34) 0.48 1.09 N/A 096 209.39 238.13

MU 72.72  78.46B 157.35 1.65 0.67 4.34% 30.76B  7.6B 1.478B 13.07B 30.85 478 0.13 2.38 0.6% 1.18 120.81 98.29
APM 104.77 105.98B 408.99 14.39 0.52 3.78% 2.68B 950m 520m 8o6m 71.12% 19.55% 0.13 4.96 nfa 1.26 151.21 61.4
CVNA 222.1 9.4B 160.69 42.46 1.57 27.94% 13.67B 400M  404M 918M 71.43 2.95% 4.47 3.64 N/A  3.04 256.37 193.52

ABNB 117.22 72.46B  30.11 9.18 4.12 31.95% 11.238  3.33B 2.65B 4.38B 71.54% 23.85% 0.237 1.69 N/A 1.47 140.58 250.46



DJIA components

Cash
Revenue from Debt/ |Current
M.Cap P/BOOK S EBITDA Oper. g gin| Equity | Ratio |Div.Yield| B : FV

VISA 331.4 647.42B 344 19.65 9.96 51.67% 37.62B 24.5B 19.9B 21.89B 80.09% 52.86% 0.55 1.08 0.64% 0.92 376.99 296.31

MA 527.33 480.77B  39.35 77.04 13.89 148.24% 28.17B  17.41B 15.25B 14.78b 76.72% 45.71% 2.81 1.03 0.51% 1.02 614.31 642.97

IBM 2409 223.38B 17.64 2.98 8.17 27.56% 63.90B 11.98 7.50B  3.65B 55.34% 11.74% 1.36 135 2.79% 0.86 249.97 282.19

NKE 59.1 84.22B 18.89 599 3.01 31.39%  47.82B 6.78 578 5.85B 43.82% 9.43%  0.64  2.19 2.63% 119 74.69 109.52

XOoM 110.2 468.438 13.48 1.75 7.85 14.37% 339.25B 48.87B  35.03B 52.058 29.53% 10.33%  0.158 1.31 3.65% 0.68 123.86 220.35

MRK 79.86 198.72B  12.1 6.7 6.87 40.81%  63.92B 20.178  17.13B 21.47B 78.04% 27.3%  0.317 1.36 3.8% 0.81 105.89 213.83

GS 533.15 161.61B 12.99  11.64 14.2 9.32 126.24B 18.81B  14.28B (22.4B) 85.3% 11.79% 592  0.87 2.26% 1.4 592.85 691.48
(139.698

JPM  240.61 655.65B 12.24 2.09 20.37 18.25%  278.9B  76.2B  58.47B ) 63.88% 32.99%  2.79 0.9 2.02% 1.08 261.05 376.96

NVDA 98.2 2,476B 34.53 3.24 2.99 98.06% 130.5B  83.32B 72.88B 64.09B 75.45% 55.85% 0.11 4.44 1.14% 24 166.53 130-144

AAPL  205.42 3,000B 27.86 4291 6.40168.79%  395.76B 1178 103.98B 108.29B 42.32% 26.09% 1.66 0.91 0.5% 1.18 240.37 220.31

MSFT 37495 2,073B  35.97 11.55 9.68 26.19% 211.9B  108.6B 72.4B 125.58B 68.85% 34.17% 0.64 1.35 0.79% 0.94 485.41 443.78

AMZN 16732 1,775B 30.3 6.2 5.52 24.32% 638B 121.38B 68.61B 115.88B 48.85% 9.3% 0.27 1.06 nfa 1.48 250.68 240-290



Major Banks

Cash Debt/|
from Equit| Current| Div.Yiel
M.Cap P/BOOK Revenues | EBITDA Oper. g : Ratio

GS 533.15 161.61B 12.99 11.64 14.2 9.32 126.24B  18.81B 14.28B (22.4B) 85.3% 11.79% 5.92 0.87 2.26% 1.4 592.85 691.48

MS 112.61 177.38B 14.03 1,62 8.52 13.83% 110.15B  18.75B 13.53B 17.6B 86.5% 13.11% 7.9 0.66 3.09% 1.3 126.31 133.10

BAC 39.23 289.7B 12.28 1.13 335 9.76% 30.118  30.11B 27.85B 4.55B 90.11% 26.83% 2.43 0.79 2.48% 1.25 47.48 67.97

C 65.97 121.5B 11.09 0.68 6.33 6.35% 107.76B  17.95B 12.7B (19.67B) 48.54% 16.58% 0.245 1,00 3.19% 1.3 83.97 127.71
(139.698

JPM 240.61 655.65B 12.24 2.09 20.37 18.25% 278.9B 76.2B 58.47B ) 63.88% 32.99% 2.79 0.9 2.02% 1.08 261.05 376.96

WEFC 73,00 216.02B 13.15 1.47 5.57 11.64% 82.3% 23.1B 19.96B 4.12B 66.84% 24.69% 0.144 1.81 2.12% 1.16 77.54 110.53



Global Markets and Economy

LOOKING FOR :

NEW HIGS FOR INDEXES AND STOCKS ?
HIGHER YIELDS ?

STAGFLATION ?

GEOPOLITICAL TENSIONS ?

NEW TARIFF ERA ?



UTrump tariffs won’t lead supply chains back to US, companies
will go low-tariff globe-hopping:

Most companies say high costs will keep them from moving manufacturing
back to the U.S., according to a new CNBC Supply Chain survey, and if they do,
81% expect automation to be favored over workers.

Nearly half say re-shoring would double costs and that President Donald
Trump’s trade war is more likely to kick off a new global search for low-tariff
regimes.

In the near term, 61% of survey respondents said price hikes are coming and
consumer demand will decline, with recession the base case for 63% of
respondents.



Bid — Ask spreads widening
Bid-Ask spreads widening in 1G credit markets
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FMS Global Investors want to sell US
equities

Record number of FMS global investors intending to cut US equities

US equity intentions: want to overweight vs underweight

Source: BofA Global Fund Manager Survey




8th worst start to a year in history ...

Bl e Prioe Retum:F’u‘st PriceRetum: Day Price Return: Full
2" 63TradingDays _ 64toYear-End __ Calendar Year
1 2020 -23.5% 52.0% 16.3%
2 1938 -19.4% 54.6% 24.5%
3 1939 -14.3% 10.7% -5.2%
4 2001 -13.2% 0.2% -13.0%
5 1932 -13.1% -2.0% -14.8%
6 1935 -10.5% 58.0% 4%.48%
7 1977 -8.4% -3.4% -11.5%
8 2025 -8.2% 2 2
S 2009 -7.6% 33.6% 23.5%
10 1960 -7.6%% 5.0% -3.0%
i 1933 -7.4% 55.5% 44 1%
12 1982 -7.1% 23.3% 14.5%
13 1978 -7.0% 8.6% 1.1%
14 2008 -6.9% -34.9% -39.3%
15 1942 -6.7% 20.5% 12.4%
16 1973 -6.7% -11.5% -17.4%
17 1841 -5.8% -12.8% -17.9%
18 1957 -5.4% -9.4% -14.3%
i9 1980 -5.4% 32.6% 25.4%
20 1953 -5.0% -1.7% -6.6%%
C CREATIVE PLANNING @CharlieBilello (As of 4/3/25)




American Boomers are all IN..

... imagine the avalanche that would occur if they all took their profits at the
same time - because they have no (life) time left to ride out major setbacks ...

Stocks at record 29% of US household financial assets
US household holdings of equities as % of total financial assets

35% US households holdings of equities as % of total financial assets

=~ 0,
30% 1968: 28% e 2%

2000: 24%
25%
20%
15%

10%

5%

1945 1955 1965 1975 1985 1995 2005 2015 2025

Source: BofA Global Investment Strategy, Haver, Fed Flow of Funds
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European Stocks,
2018 repeats?

T he Worrying 2018 Experience
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USD /CHF - Crashing

USD/CHF Spot Options
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Valuation and positioning: USD remains
vulnerable ...

610 REER misalignment from equilibrium estimates
USD and CHF remain most overvalued, JPY and Scandies most
undervaiued

JPY NOK SEK CAD AUD EUR GBP NZD CHF USD

USD REER misalignment from equilibrium estimates
The USD remains substantial overvalued

160 30%
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Source; BofA Giobal Ressarch. Note: BEER madel estimates



European Banks are sensitive to potential tariffs ...

Euro Stoxx Banmnks Incdex

- U Stocks Banks Index (S50 £E0URR)
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1966-70 vs 2022-25 Analog

Soutce: FMRCo, Bloomberg, Haver  Monthly data
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Bear Market or Correction

Equities had one of the sharpest drawdowns in the last 100 years
Average S&P 500 performance around bear markets and corrections (data since 1929, 16 bear markets, 29 corrections included)
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..but , despite setbacks 75% of the equity market cap still
overvalued , especially in US, India, Swiss..

Trotz Ruckschlagen nur 19% der globalen Marktkapitalisierung unterbewertet, 75% uberbewertet
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History repeats itself ?
1998 vs 2025

Anatomy of a 10+% Correction



=> CrISIS

VIX > 50

VIX>50-nowit's acrisis...
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Valuation Bubble Has Burst ...
... but the shares are still far from being really cheap in view of the uncertain economic times
and tariff confusion ...

Valuation Bubble Has Burst
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VIX >45—-50 = panic phase

Choe Indices « USD

CBOE Volatility Index ("VIX)
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Inflation and Valuation

One of the things that | have worried about since the pandemic is that the rate of
inflation never round-tripped far enough below the Fed’s 2% target to allow the longer
term average to mean-revert back to 2%. The 5-year inflation rate is currently 4.4% and
rising.

In a disturbing parallel to the late 1960’s, the COVID-induced inflation spike in 2022
mimics what happened during the late 1960’s (Guns & Butter). See inflation and
valuation chart below. Like then, inflation hasn’t fallen enough to bring the 5-year
average back to target. If we now get another inflation wave as a result of tariffs it
would start from an elevated baseline, just like happened during the early 1970’s. That’s
the stuff that could end not only the cyclical bull market but also the secular bull
market.

Speaking of the late 1960’s, | have highlighted in the past the similarities between the
1966-1968 soft landing and 2022-2024 period. That analog remains uncomfortably
close. The 1968 peak marked the end of that secular bull market. Will 2025 be the
same? It’s not my base case, but | wouldn’t bet against it either. | will cover the secular
context more next Sunday.



Inflation & Valuation
Monthly Data. Source: FMRCo, Bloomberg. Haver 354
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Higher tariffs, more DOGE —
lower corporate profits ... ?

FRED - — (corporate profits After Tax with inventory Valuation Adjustment (IVA) and Capital Consumption Adjustment (CCAG]}-Net domestic investment: Private: Domestic
business)/Gross Domestic Product
~— (Government total receipts-Government Consumption Expenditures and Gross Investment-Government current transfer payments-Federal government current
ros: Subsidies+Personal Saving-Net domestic investment: Private-0.001*Corporate Business; Net Dividends Pald, Transactions-Balance on Current
Account, NIPA's+Net domestic investment: Private: Domestic business)/Gross Domestic Product
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Tariffs : Back to the 19t Century

US Effective Tariff Rate (%, 2025 is CE Est.)
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Tariffs 2 : not yet fully priced ?

The US administration has proposcd over S700bn vworth of tariffs
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The potential incrocasc in tariffs could be historically large
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Tariffs and Europe's vehicle exports to the USA - overrated ... -

Composition of Euro area exports to the US has changed
Euro area exports to the US in % of Euro area GDP

m Auto (narrow definition) m Vehicles in the broader sense
w Pharma m Chemicals

3 Rest

2

e

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: BofA Global Research, Eurostat. We proxy aggregate sectors in the 4 Digit HS trade
nomenclature to match the NACE one in standard national accounts



ECB and Euro undervaluation ?

EUR/USD - a purchasing power parity view (PPP)
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ECB’s money pump in full swing ..

M3 growth at 425 yoy

Monetary growth has been improving since August 2022 and moved fram -1.2%4 yoy to 4.0% yoy Iin
February. M3 flows are driven by higher loan demand in the private sector and large purchases of
Nnet external assets,

Contribution to yoy M3 growth (pp)
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The Protectionist Road to Depression :
déja vu all over again ?

* In our opinion, the single most catastrophic cause
of the Great Depression was the Smoot-Hawley
Tariff of June 1930—not the stock market crash of
October 1929, not the collapse of the Austrian
Kreditanstalt Bank in May 1931, not the sharp
increase in the Fed's discount rate during October
1931, not the tax increase of 1932, not the
subsequent bank failures or collapse of the
money stock. All these events contributed to the
economic explosion, but the detonator was the
tariff. ...



Could be the Trade of the Century ...

Trade of the Century

Play the massive recoupling of Coffee and Cotton

2008 2010 2012 2014 2024 2026 2028

~——— Coffee price index ~——— Cotion price index
Source: LSEG Dalasiream




Could it happen Again ?

A rerun of the 1930s is not very likely, in our opinion. Pollster Lou Harris notes that the public
is ambivalent on trade issues. Three-quarters of the public say they like access to low-cost
foreign products. At the same time, three-quarters say there is unfair competition from
abroad that is costing the U.S. jobs. On Capitol Hill, most representatives favor free trade, but
believe that no other countries are still practicing it.

Clearly, some import-restricting legislation will pass Congress this fall. And protectionist
sentiment could be strong enough to override a presidential veto. But a repeat of the Smoot-
Hawley disaster is not very likely.

Also, domestic banking and international debt problems are not causing financial panics and
a monetary collapse. Recently, in Ohio and Maryland, runs on banks (which were covered by
private deposit insurance) were contained and halted by requiring local depository
institutions to apply for federal deposit insurance.

International debtors are resisting IMF-style austerity programs. But the debtors have
rejected the idea of walking away from their obligations and continue to work out
rescheduling agreements with their creditors.

The Federal Reserve is likely to drop interest rates further if the forces of deflation continue
to dampen economic growth. Unlike the 1930s, domestic concerns should outweigh foreign
exchange objectives in the conduct of Fed policy. Lower interest rates aren't likely to
reaccelerate or reflate the economy, but they'll help to avert a recession. In other words, we
should continue to muddle down the middle (Ed Yardeni).



Front-running from tariffs only exacerbates America's

ICI

extreme trade def

U.S. trade deficit in goods, census advance data

monthly data annualized
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Corporate Confidence is declining ..

CEO confidence declining

CEO Confidence Index: Confidence in the economy 1 year from now
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Americans increasingly concerned about tariffs - especially
Democrats, but also Republicans

Democrats are more worried about the economy than Republicans

Percentage who responded they were ‘very' or ‘somewhat’ concerned about ...

Tariffs Potential recession

Independents 69%



USA - a net debtor nation

77 U.S. Net International Investment Position (iPusNeTio)

Observations v Units:
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High Yield Spreads blow out - on a fairly low
level ...

2400 2400
YIELD SPREAD: US HIGH-YIELD CORPORATE
2200 LESS 10-YEAR US TREASURY BOND | 2200
(basis points, daily)
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Source: LSEG Datastream and © Yardeni Research, Federal Reserve and Standard & Poor's.



Swaps Spreads Tanking..
Banks are selling bonds to raise cash to meet clients’ liquidity needs and
adding swaps, pushing swap rates far below yields...

This violent move shows that banks are now looking to raise capital and
looking to preserve cash !
Source : Bloomberg, PCA-Research
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Extreme house price bubble in the US

Real house prices (Index, 1Q2015=100)
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Source: LSEG Datastream and @ Yarden! Research, and Survey Research Center.

Stagflation mav comes into plav..

EXPECTED INFLATION: ONE-YEAR & FIVE-YEARS AHEAD

CONSUMER SENTIMENT SURVEY
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Tariff mayhem hits credit spread

e ..which disrupts money supply ..



Semiconductor Index broke
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The Bond market is on fire



unwinding of leveraged bond trades

US Swap Spreads

(inverted: this is the premium a
leveraged investor earns by putting
up the trade)




Actually the US government is acting and talking like an
Emerging market

53 PE10 Valuations Across Countries

48 Developed Markets (avg. PE10)
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Financial Stability Risks...

....have increased considerably.

... Risk-blind banks and other less-regulated financial institutions are the weak links ...

While accommodative financial market conditions boosted bank profits and valuations last year, the
sharp decline in bank share prices seen after the April 2 tariff announcement highlights the risks
facing the sector.

Several cyclical factors that support profitability could be reversed by the trade shock:

1. The negligent reduction in loan loss provisions by bonus-hungry managers has been a key driver
of asset returns in all regions.

2. The downward revision of the policy rate following the tariff announcement will weigh on banks'
net interest margins and reduce their earnings.

3. The tariffs could affect banks' trade finance, a business that supports over USD 10 trillion worth
of transactions annually and generates USD 18 billion in bank revenues globally.

Risk weights derived from internal models could overestimate the banks' capital buffers. Growing
interconnectedness between banks and NBFIs increases the risk of contagion. Networked private
credit funds can spread credit shocks across institutions and countries. The increasing use of
derivatives by asset managers increases risks in the financial system. The increased use of leverage
by hedge funds can exacerbate losses in turbulence (Global Financial Stability Report, IMF).



Financial Stability risks’ charts

Challenges to Global Banks' Outlook
Sharmp decline in banks valuation after Apnil 2 taniffs announcement  Banks' profitability has improved recently, particularly in Europe
highlights challenges ahead

1. Banks' price-to-book ratio 2. Return on Assets
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Warren Buffett's Berkshire Hathaway absolutely
destroying the S&P 500 over the last 35 years

S&P 500 SPDR (SPY)
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Forecasting Through Uncertainty
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Trade War

China processes:

100% of the world’s graphite
90% of rare earth elements
74% of cobalt

65% of lithium

42% of copper

17% of nickel

These materials are the building blocks of everything from electric vehicles to smartphones to
military technology. China holds undeniable leverage—and in the midst of a tariff war, this leverage
becomes not just economic, but strategic.

While the U.S. has economic tools of its own, let’s not forget: this is a battle with no winners. Tariffs
ripple through supply chains, raise consumer prices, and hit low-income families the hardest. What
starts as political posturing ends with real-world pain at the checkout counter.

Instead of media campaigns and tariff escalations, what was needed—and still is—is diplomacy.
Confidential, professional, and high-stakes negotiations behind closed doors. If consensus fails,
then yes, stronger measures could be debated. But starting with threats and tariffs as the first
move? That’s poor statecraft.

This conflict is not just about minerals. It’s about how global leadership is exercised—and whether
it serves the long-term interests of citizens, or just the short-term headlines.



China

China processes 90% of the world's
rare earth elements

China % of global, %

Graphite 100%
Rare earths
Cobalt
Lithium

Copper

Nickel 17%

0% 20% 40% 60% 80% 100% 120%

Sources: |IEA analysis based on S&P Global, USGS, Mineral
Commodity Summaries, Benchmark Mineral Intelligence, Wood
Mackenzie. Data as of 2022.



Trump’s Tariff Turmoil..
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The Trump put

But it wasn't the equity market put, it was once again:

The bond "vigilantess" who forced the Trump administration to blink and
roll back the draconian tariffs on all countries except China.

Within less than 40 hours, the 30-year UST yield jumped by more than 65
bps, shocking the largest bond market in the world.

There were talks of basis trade blowing off as the meltup in the USTs
indicated that POTUS's "Lizz Truss" moment had arrived.

Nonetheless, we are not out of the woods yet. There is no resolution to
the China problem, and we are in the middle of a full-blown trade war, and
nobody knows how it will end.

So, trade cautiously and trade using minimum leverage.



A rare Macro pattern unfolding..
With big implications for markets

SPX 3m returns —

'''''''

The Macro Unicorn:
SPX down < -10%
US Dollar < -5%

Haponened onlv in 1998 2002



Global money supply is exploding..
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Bond market investors are bumping up the odds of a US recession
The right table shows the market-implied probability of Fed Funds being within a specific range at a certain
date (March 2026), and the left chart visualizes the probability distribution for Fed Funds in 1 year from now.

Option-implied probability distribution Fed Funds, 1y from today
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A US recession is coming ?

1. There is still a 12% probability the Fed will end up hiking

Investors are nervous about a recession, yes, but they also acknowledge the inflationary risks
coming from tariffs and persistent deficits - hence, a non-trivial 12% probability of Fed hikes is still
priced in

2. The modal outcome is for 4 cuts, once per quarter

The highest bar in the probability distribution (the "mode" of the distribution) says 4 cuts for a Fed
Fund of 3.25% in 1 year from now

3. Recessionary odds are on the rise!

The market-implied probability that the Fed will deliver cuts in line with a recession (200+ bps in 1
year) has rapidly increased to 22%.

The bond market is well aware of tail risks: inflationary pressures from tariffs and deficits, but also a

potential recession looming large.

Which risk do you think deserves the most attention?



The giant sucking sound as a result of too much cheap money, interest rates
that have been kept far too low for too long, huge deficits and record
government debt ...

The Giant Sucking Sound

Federal debt grew alongside foreign claims on U.S. assets.
$40000000 million
B Federal Debt: Total Public
30000000 Debt

20000000

B U.S. Net International

: investment Position
20000000 investment Positio

2006 10 15 '20

¢

Sources: U.S. Department of the Treasury Fiscal Service, Commerce Department



CITIGROUP INFLATION SURPRISE INDEX
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Stagflation - US

Consensus forecasting stagflation
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Is the LOW in ?

New Lows Spike Was Unusual This Time
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The lowin?

* The price low on April 8, 2025 was unusual
because it coincided with the highest reading
for stocks making a new 52-week low on the
NYSE. Usually the number of New Lows peaks
before the final price low (Tom McClellan).



Equity allocations below the
traditional 60-65% band

GFC pushed stock allocations below the traditional 60-65% band
Sell Side Indicator, 8/1985-4/2025
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Strengthening Euro ...

el | EUROZONE: USS/EURO i
(daity)
150 ]-— Latest (Apr28 = 1.14) | 150
140 4 - 140
130 ] M 130
120 -1.20
110 , 4. fio
1.00 - - 1.00
0.90 - 090
o'ao 1 1 T T T T o'so
1995 2000 2005 2010 2015 2020 2026

Source: LSEG Datastream and © Yardeni Research. WMILSEG.



MSFT : amazing profit margins..

Microsoft Q3 FY25 Income Statement
322‘:3%“ .. Q3 FY25
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US consumers see Inflation

US Consumers See Inflation Mounting

Both short- and long-term price expectations are the highest in decades
7 Year-ahead inflation expectations Five- to 10-year inflation expectations
7%

Highest since
1981

Highest since
1991

I | | I | |
2020 2021 2022 2023 2024 2025

Source: University of Michigan



..but we are still away from pricing a recession..

... alongway from pricing a recessionary growth scenario

Basis points Basis points
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Sentiment recession in the USA ...

University of Michigan: Consumer Sentiment (umcsenT)
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Trump’s job approval rating

Trump's job approval rating

Average approval and disapproval rating for Donald Trump's second term. The average is
adjusted for poll quality, mode of interview, sample size, and recency.
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Gross Public Debt

Japan's government is highly
indebted
Gross public debt, % of GDP
W Germany Japan Hm UK
. US
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Source: IMF



US iIs Facing a sovereign stress test

The U.S. is facing a sovereign stress test — and markets are finally pricing it in.

The first chart shows a sharp spike in U.S. 5-year credit default swaps (CDS) — the cost of insuring
against a U.S. default — now exceeding 55 bps, a level not seen since the 2011 debt ceiling crisis.

The second chart tells you why:
The U.S. national debt has ballooned under every administration, regardless of party — now
topping $36 trillion, with deficits structurally embedded.

And now, there’s a new twist:

The U.S. has lost its AAA rating across all major agencies.
e Fitch and S&P already downgraded.

e Moody’s followed suit just days ago.

The consequence?

Even a marginal increase in U.S. borrowing costs adds hundreds of billions in annual debt servicing.
In short, the world’s reserve currency issuer is becoming more expensive to finance — and
investors are taking notice.

This isn’t an emerging market story.
This is what happens when fiscal dominance, rising rates, and market skepticism converge in the
world’s most systemically important economy.

The question isn’t whether the U.S. can repay its debt.
It’s how much the world will charge it to keep rolling it.



U.S. Deficit, Revenue and Debt Since 1981

The national debt has increased drastically under every recent
president, regardless of political party.
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Leading Economic Index....

 The Leading Economic Index has never declined this much without
a recession.

What you’re looking at is the Conference Board’s LEI — a time-
tested composite that captures forward-looking economic
momentum. And it has now been in persistent, steep drawdown
territory for nearly two years.

e Current drawdown: -17.3%

e Longest and steepest slump since the Global Financial Crisis

e Historically, such drops have always preceded recessions

Markets may be brushing it off. But history suggests it’s wise not to.

If this time is different, it would be the first.



Public debt is higher and growing faster
than before the pandemic, propelled by
the largest economies
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Japan’s Bond market us out of control?
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12-Month US Inflation Expectations -
the highest level since 1981 ...

Twelve-month inflation expectations

Highest since 1981 7->%




US is living beyond ...

* The USA is notoriously
living beyond its means
... government revenue,
expenditure, balance,
forecast in % of GDP



The Leading
Economic Index
alarms a recession

What you’re looking at is the
Conference Board’s LEl — a time-
tested composite that captures
forward-looking economic
momentum. And it has now been
in persistent, steep drawdown
territory for nearly two years.

e Current drawdown: =17.3%

e Longest and steepest slump
since the Global Financial Crisis

e Historically, such drops have
always preceded recessions

Markets may be brushing it off.
But history suggests it’s wise not
to.

If this time is different, it would
be the first




Supply driven corrections in Treasuries call into question their
volatility reducing portfolio contribution offset to equity risk ...

S&P 500 Return & 10 Year Treasury Yield Correlation
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USD : risk on ?

The Dollar has become increasingly positively correlated with risk in recent months vs
other safe havens and EUR

3m Rolling Correlation of Daily Changes in FX and SPX
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High Yields don’t lie

The NIIP - yield reiationship is critical
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The most alarming chart
in Global Markets
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Participation is
declining ...

Declining Foreign
Participation in US
Treasury 30-Year Auctions .

Indirect bidding in Treasury

auctions refers to bids
submitted on behalf of
foreign institutions. These
bidders don’t participate
directly, but instead have
their bids placed by
intermediaries—hence
“indirect.” Looking at
foreign participation in 30-
year Treasury auctions
shows a downward trend
in recent months

30-year Treasury auctions: Foreign participation (indirect bidding) going down
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Japan: yield curve control policy has
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begun to unravel ...

The Rising Tsunami - Japanese 30yr Bond Yields
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