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The Fed starts with a bang

The FOMC managed to deliver a larger than expected first rate cut without fuelling addi-
tional easing expectations. Front-loading some of the cuts was adequate, given rising
downside risks to the labour market. In fact, the loosening of labour market conditions
and lower inflation have now led the Fed to project 200bp of easing by the end of 2025,
thereby narrowing the gap with market expectations. The closing of this gap will largely
depend on how the labour market evolves.

Meanwhile, the Swiss National Bank is likely to cut its target rate by 25bp to 1% this com-
ing Thursday. Inflation is falling faster than expected, and the sluggish economic environ-
ment will likely lead to higher unemployment. Consequently, we expect two more cuts of
25bp each in December this year and March 2025, leaving the SNB’s target rate at 0.5%.

While we remain constructive on Gold over the medium- to longer term, we feel that it will
likely take a breather for now. Recent data point to somewhat softer demand from Emerg-
ing Markets and US rate markets will likely consolidate after the precipitous drop in yields
seen over the past month that has helped propel the Gold price higher.

Finally, we think that the goldilocks environment for large-cap banks is coming to an end.
Longer-term yields have dropped on the back of fading inflationary momentum, while up-
side pressure on deposit rates is starting to build. The sector is currently priced for an
improvement in profitability, which is unlikely to materialise. We therefore remain tacti-
cally cautious on US banks.
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Inflation is simply too low

SNB Preview
We expect a 25bp cut and lower inflation forecasts

The Swiss National Bank (SNB) is almost certain to cut its policy rate by 25bp to 1.0%
this coming Thursday. Money markets even see a one-in-three chance of a 50bp cut.
We believe that a more gradual approach is more appropriate. This implies, in our view,
two further cuts in December and March to a level of 0.5%. The reason for our medium-
term dovish view is that inflation is falling faster than assumed so far by the SNB.
Moreover, we expect a moderate economic growth environment, such that unemploy-
ment should increase further.

Inflation has surprised to the downside since the SNB published its inflation profile in
June. Headline and core inflation fell to 1.1% in August and, most importantly, inflation ex
rent declined to just 0.4% yoy (Exhibit 1). We focus on the latter measure as we know that
recent rent increases partly reflect administrative measures that are more likely to be re-
versed than repeated in the coming quarters. Under current trends, headline inflation will
likely average only 1.1% in the third and the fourth quarter. Both are below the estimates
of 1.4% and 1.5% that the SNB published at its last quarterly meeting in June (Exhibit 2).

Exhibit 1: Realised inflation surprised to the downside Exhibit 2: Inflation projections to be lowered again
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Electricity prices and rents will lower infla-
tion further in 2025

The Swiss franc is highly valued but not over-
valued enough to justify FX interventions
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There are more reasons for a lower inflation profile. Electricity prices — that are also reg-
ulated in Switzerland — will decline by 10% on average in January. Given their weight of
2% in the overall basket, that reduces headline inflation directly by 0.2 percentage points.
Rents are likely to fall in April or July next year. The average mortgage rate declined already
from 1.72% to 1.67% in September (Exhibit 3). Given the downward trend in bond yields
over the past months, it is likely that the mortgage reference rate will fall below 1.63%
eitherin December orin March. A value below 1.63% would be rounded to 1.5% and trigger
the possibility for tenants to demand a reduction of their rent by around 3%, in case their
rent is based on a higher reference rate. It is also worth noting that electricity prices and
rents will only influence 2025 inflation directly and not medium-term inflation develop-
ments. Yet they might have an impact on future wage demands.

The development of the exchange rate will have a more immediate impact on price devel-
opments. Even though the effective exchange rate appreciated by only 2.6% yoy in nominal
terms, and 0.3% yoy in real terms, its impact can be felt in lower import prices already
(Exhibit 4). Currently, the Swiss franc is valued 4.3% above the 10-year average in real
terms. We would consider this rather a high valuation than a clear overvaluation that
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Exhibit 3: Mortgage reference rate is likely to be reduced

Switzerland, Mortgage Lending Rates, Swiss Federal Office for

would justify FX interventions. This, however, might change in the coming quarters once
other big central banks start cutting rates more decisively. A shrinking rate differential
between the US dollar and Swiss franc yields would put upward pressure on the Swiss
franc. In order to mitigate that pressure, we strongly believe that more rate cuts by the
SNB will be needed. As the SNB repeatedly stressed that policy rates are their primary
policy instrument, we expect them to lower rates first. We foresee FX interventions later
and only if the overvaluation of the franc becomes more pronounced. This is much more
likely next year than this year.

Exhibit 4: Strong Swiss franc to put downward pressure on inflation

Housing, in % Switzerland, price indices in % yoy, latest producer prices: 08/2024
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Exhibit 5: Investment spending is already weak
Switzerland, GDP in % qgoq, latest data: 2024 Q2
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Exhibit 6: Unemployment rate will increase further
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Strong Q2 growth was driven by exceptional
factors that will not be repeated

We expect that the endpoint of the new infla-
tion profile of the SNB will be 0.8% to 0.9%.
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= Unemployment Rate in %, lhs
KOF Employment Expectations, balance in % (9m lead), rhs

Safra Sarasin, 19.09.2024 Source: Macrobond, Bank J. Safra Sarasin, 19.09.2024
Finally, let’s have a look at the real economy. GDP growth was elevated with 0.5% qoq in
Q1 and 0.7% goq in Q2. Yet this was partly driven by (i) sports events (Olympic Games and
the European football championship) and by (ii) exceptionally strong exports of the pharma
industry that will not be repeated in Q3. Stagnation or lacklustre growth in Germany and
the euro area doesn’t help either. Overall, we note that forward-looking indicators point to
below average growth rates. Investment spending has been weak already in the past quar-
ters and will likely remain so until lower interest rates become effective (Exhibit 5). As a
result, we expect the labour market to deteriorate further, with the unemployment rate
increasing by about 0.5 percentage points by next spring (Exhibit 6). Wages are expected
to rise by 1.6% this year according to estimates of the KOF research institute. Given the
current economic environment, we expect smaller increases next year.

Overall, we conclude that inflationary pressures are softening over the medium term,
which is why we believe that the SNB will revise down its inflation forecast further. We
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expect the SNB to show inflation reaching 0.8% or 0.9% yoy in Q2 2027 (the end of its new
forecast horizon). This would be below the midpoint of its targeted inflation range of 0% to
2%. It would also indicate that the risks of too low inflation are higher than the risks of too
elevated inflation rates. Financial markets would most likely interpret a medium-term in-
flation forecast of below 1% as an indication of more rate cuts to come. This is also why
we feel very comfortable in forecasting two more rate cuts after the September meeting,
one in December and one in March.

Money markets are pricing a rate profile that We find it more difficult to assess the market implications of our scenario. Based on the

is close to our expectations latest Consensus Forecasts published last week, we are the only institution to expect the
policy rate to reach 0.5% by the middle of 2025. In contrast, money markets are pricing a
trajectory that is close to our expectations. They even see a 1/3 chance of a 50bp cut in
September. We are aware that the SNB is not afraid to front-load policy changes if deemed
necessary. We also believe that their reaction function is asymmetric in the sense that
their response to undesirably low inflation might be stronger than to too elevated inflation
rates in order to ensure that they avoid negative inflation and interest rates. We still be-
lieve that a 50bp cut in September would display unnecessary panic.

Exhibit 7: Inflation heatmap

Jan24 Feb24 Midr24 Apr24 Mai24 Jun24 Jul24  Aug24 2010 - 2023 2022 2023 Q12024 Q22024
BfS CPlin % yoy
Total 13 1.2 1.0 1.4 14 13 13 11 0.4 2.8 2.1 1.2 14
Core 1, Total ex Food, Beverages, Tob., Seas. Products, Energy & Fuel .7 11 1.0 12 1.2 il 1.1 11 0.2 1.7 1.8 AL il il
Core 2, Core 1 ex Products with Administered Prices 1.5 1.4 1.3 1.5 1.5 1.4 1.4 1.4 0.3 2.4 2.4 1.4 1.5
Total ex Housing Rent 1.0 0.8 0.6 1.0 0.9 0.9 0.8 0.4
Total ex Administered Prices 13 lil 1.0 14 14 13 iz 1.0
Domestic Goods & Services 2.0 19 18 2.0 2.0 2.0 2.0 2.0 0.5 1.6 2.4 1.9 2.0
Foreign Goods & Services -0.9 -1.0 -13 -0.4 -0.6 -0.8 -1.0 -1.9 -0.1 6.7 1.4 -11 -0.6
Services 1.9 1.9 2.0 2.0 2.2 2.4 2.2 2.2
Private Services 21 22 23 23 %45 2.7 25 2.6
Public Services 0.7 0.6 0.7 0.7 0.7 0.8 0.7 0.7
Goods 0.4 0.1 -0.3 0.4 0.2 -0.2 -0.1 -0.7 0.1 4.9 2.8 0.1 0.1
Food & Non-Alcoholic Beverages 23 0.8 -0.4 1.0 0.2 -0.3 0.1 -0.1 0.2 1.7 4.8 0.9 0.3
Energy & Fuels 17 29 35 53 6.6 6.3 6.2 25 BY) 224 6.4 2.7 6.1
Administered Prices [c.0.p. 1 year] 13 1.2 13 1.2 13 13 13 1.2 0.1 1.2 25 13 1.2
PPlin % yoy
PGA - Combined total PPl and IPI -2.3 -2.0 -2.1 -1.8 -1.8 -1.9 -1.7 -1.2 -0.2 5.6 0.2 -2.1 -1.8
PGAI - IPI&PPI for the domestic market -2.3 =il -2.0 =i/ -1.0 =il -0.9 -15 0.2 7.9 0.7 =72 -13
PPI - domestically produced goods -0.1 -0.3 -0.5 -0.4 -1.3 -1.2 -1.2 -0.2
IPI - imported goods -6.5 -5.4 -5.4 -4.6 -2.9 -3.2 -2.7 -3.4
SNB Effective Exchange Rate, Nominal, Index 195.9 193.3 190.3 187.8 187.0 190.8 190.4 195.9 154.4 173.8 186.2 193.2 188.5
Effective Exchange Rate, Real - CPI-Based, Index 119.3 117.5 115.3 113.7 112.9 115.1 114.6 117.5 112.0 111.0 114.9 117.4 113.9
Effective Exchange Rate, Nominal, yoy 9.7 7.5 5.6 2.5 13 3.0 0.5 2.6 33 4.2 7.2 7.6 2.2
Effective Exchange Rate, Real - CPI-Based, yoy 6.8 4.5 2.6 -0.1 -13 0.5 -1.8 0.3 0.7 -0.5 3.5 4.6 -0.3
Effective Exchange Rate, Nominal, mom Al -1.4 -1.6 -1.3 -0.4 2.0 -0.2 29 0.3 0.4 0.6 -0.6 0.1
EUR-CHF 0.93 0.95 0.98 0.98 0.98 0.96 0.95 0.94
USD-CHF 0.86 0.88 0.91 0.91 0.91 0.90 0.88 0.85 1.0 1.0 0.9 0.9 0.9
EUR-CHF in % yoy -7.0 -4.2 -2.1 -0.7 1.0 -15 -0.7 -1.9 -2.4 -7.2 -3.0 -4.4 -0.4
USD-CHF in % yoy -6.9 -6.4 =il 1.8 -0.6 -0.2 12 =37/ -0.9 4.4 450) -4.8 0.4
52.1 52.2 51.9 54.9 483 50.5 459 48.6 50.7 54.7 52.7 52.1 51.2
Brentin CHF 69.6 72.0 78.7 78.4 73.6 76.3 71.8 65.3 73.8 93.9 73.5 73.4 76.1
Brent in CHF in % mom 75 34 9.4 -0.4 -6.0 3.7 -6.0 -9.0 0.3 11 =iL5 6.8 -0.9
Brent in CHF in % yoy -12.16 -7.63 7.72 8.97 12.07 12.82 -3.26 -14.53
PMI
Manufacturing Sector - Purchase Prices 47.0 46.1 415 49.2 48.5 49.9 49.3 51.7 56.7 78.9 45.9 44.9 49.2
Service Sector - Purchase Prices 59.7 55.4 51.9 56.9 59.4 54.7 5o/ 48.9 57.9 79.4 58.0 55.7 57.0
Service Sector - Sales Prices 49.5 482 51.6 493 50.3 49.5 45.6 46.2 52.2 65.6 51.5 49.8 49.7
SECO Consumer confidence
Past Price Situation 150.9 149.9 146.2 143.5 146.8 141.7 139.7 140.3 149.6 NA 149.6 149.0 144.0
Price Outlook, 12 Months 104.8 101.9 94.8 95.9 104.3 99.2 96.8 97.0 105.2 NA 105.2 100.5 99.8
Price Outlook, 5 Years 92.6 94.5 93.5 96.4 99.4 100.1 101.8 99.0 84.8 NA 84.8 93.5 98.6

Source: Macrobond, Bank J. Safra Sarasin, 19.09.2024
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The 50bp cut was a recalibration exercise,
not the beginning of a series of jumbo cuts

The Fed projects another 50bp of easing this
year and 100bp in 2025. Front-loading some
of the rate cuts reflects growing downside
risks to the labour market
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Fed meeting comment
Recalibrating policy

Chair Powell managed to deliver a ‘jumbo’ cut without leading investors to price for
more. This is probably the best outcome the Fed could have wished for. Although we
had expected the Fed would front-load some of the easing given rising downside risks
to the labour market, we thought it would go in 25bp steps. The broad picture, how-
ever, is still close to what we had anticipated. Looser labour market conditions and
lower inflation have led FOMC participants to project 200bp of cuts by end-2025, nar-
rowing the gap with market expectations. How the gap eventually closes will largely
depend on incoming labour market data.

After days of speculation, the Fed delivered its decision with a 50 basis points (bp) rate
cut. This was likely a close call: nine officials predicted cuts of 75bp or less this year, while
ten expected 100bp or more. There was one dissenting vote, with Governor Bowman fa-
vouring a quarter-point cut. Nonetheless, in his press conference, Chair Powell empha-
sised that the move was more of a recalibration — acknowledging that in hindsight, they
should probably have started easing in July — rather than the beginning of a series of large
cuts. The market seems to have heard his message, with expectations for the path of the
policy rate largely unchanged compared to prior to the meeting (Exhibit 1).

Exhibit 1: The new dot plot vs market expectations
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The new dot plot, published in the Summary of Economic Projections (SEP), indicates that
the Fed plans to ease policy by another 50bp this year, likely in two 25bp increments,
before slowing down to a quarterly pace next year. This would push the Fed Funds rate
down to 3.25-3.50% by the end of 2025, as we had anticipated. This new profile reflects
upward revisions to their unemployment forecasts and downward revisions to inflation
expectations (Exhibit 2). As we noted last week, rising risks to the labour market argued
for some front-loading of policy easing i.e., concentrating rate cuts early in the cutting
cycle. We expected this to come in the form of five consecutive 25bp rate reductions. The
more proactive approach that was decided on Wednesday, with a cut we anticipated for
early next year being brought forward, also likely signals a shift in how the Fed views the
evolving risks to its dual mandate. Indeed, twelve officials see risks to their new and higher
unemployment rate forecasts tilted to the upside, compared with just four in June (Exhibit
3). Meanwhile, most participants view the risks to their inflation projections as balanced,
while in June they had seen them skewed upwards.
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Exhibit 2: Summary of Economic Projections - new vs old

Source: Federal Reserve, Bank J. Safra Sarasin, 19.09.2024

Exhibit 3: Shifting risks around unemployment rate projections

Number of participants

Variabl Median 14 -
arable 2024 | 2025 | 2026 | 2027 |Longer run 1 |

GDP 4Q/4Q 2.0 2.0 2.0 2.0 1.8 10 |
June projection 2.1 2.0 2.0 1.8
Unemployment rate 4Q 4.4 4.4 4.3 4.2 4.2 8 1
June projection 4.0 4.2 4.1 4.2 6 -
PCE inflation 4Q/4Q 2.3 21 2.0 2.0 2.0 4
June projection 2.6 2.3 2.0 2.0 2
Core PCE inflation 4Q/4Q 2.6 2.2 2.0 2.0
June projection 2.8 2.3 2.0 0
Fed funds rate year end 44 34 29 29 29 Weighted to the Broadly balanced Weighted to the
June projection 5.1 4.1 3.1 2.8 downside upside

W Semptember projections June projections

Source: Federal Reserve, Bank J. Safra Sarasin, 19.09.2024

The Fed’s strategy remains unchanged: move
back to neutral in a largely gradual fashion

Investors still expect more easing this year

and next than the Fed currently projects

The Fed would need to see a broader deterio-
ration in the labour market to meet market
expectations
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The Fed’s overall strategy remains unchanged. If economic data align with their forecasts,
it will aim to return to a neutral policy stance gradually. Indeed, new projections show that
the Fed doesn’t expect the policy rate to move back to its longer-run / neutral rate before
2026. While the median forecast was raised again by 10bp to 2.9%, uncertainty about the
level of the neutral rate remains high, with officials’ estimates ranging from 2.4% to 3.8%.
This uncertainty explains why the Fed is likely to proceed more cautiously once it has im-
plemented around 1 percentage point of cuts.

This means that a gap remains — though a narrowing one — between the Fed’s guidance
and market expectations. Investors anticipate the Fed funds rate to be 20bp lower than
Fed projections by year-end, and 50 basis points lower by the end of 2025 (Exhibit 1). How
this gap closes will depend on the incoming data, especially from the labour market.

The projected rise in unemployment by year-end to 4.4%, from 4.0% in their June SEP,
likely reflects stronger labour supply than previously expected, driven by robust immigra-
tion. So, an additional small and supply-driven rise in unemployment from the current
4.2% rate in and of itself shouldn’t lead to a more forceful reaction than implied in the
SEP. The Fed will remain highly vigilant, however, for any signs of weakening labour de-
mand. Officials are wary that we may be at a point on the Beveridge curve where further
declines in job openings lead to more layoffs and a sharper rise in unemployment (Exhibit
4). Should that happen - this is not our base case — the Fed will act decisively. But if
labour market conditions remain broadly stable, bond yields, particularly at the shorter
end, may need to adjust to reflect a more benign economic outlook than currently priced.

Exhibit 4: Fearing that inflection point
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Gold has risen further, but EM demand has
turned somewhat weaker

Instead, the inverse correlation of gold with
US real yields and the US dollar has strength-
ened again. This likely means that the upside
for gold will be limited from here

Exhibit 1: Despite its stellar year-to-date per-
formance, gold rose further in September
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Source: Macrobond, Bank J. Safra Sarasin, 19.09.2024
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Gold
Gold rally will likely take a break

Gold has again pushed higher over the past few weeks, even after a stellar year-to-
date performance. While strong purchases from Emerging Markets were a key driver
in the first half of 2024, recent data point towards a softening in Q3. Instead, gold’s
traditional drivers are finally back in the front seat. US real yields have come down a
long way from their highs in Q2 and the dollar has weakened substantially. We would
expect US rate markets to consolidate after the precipitous drop in yields. This sug-
gests that the gold rally will take a near-term break. Still, we remain constructive in
the longer term.

Gold has pushed higher over the past few weeks, even after a stellar year-to-date perfor-
mance of around 25% (Exhibit 1). As we wrote earlier (see here and here), much of the
precious metal’s strong performance was driven by higher structural demand from Emerg-
ing Markets, in particular from China. Alongside institutional purchases from the PBoC,
demand also rose among Chinese private investors, driven by a lack of viable domestic
investment alternatives. In consequence, the Shanghai-London premium paid for physical
gold purchases rose to elevated levels in late 2023, where it persisted for the first half of
2024. Recent data however reveal that the premium virtually eroded over the past weeks
(Exhibit 2).

Instead it seems that the traditional drivers are finally back in the front seat. Most im-
portantly, US real yields have come down significantly from their Q2 highs, pushing the
DXY dollar index from 107 to only around 100 (Exhibit 3). Both have supported the gold
price to a significant extent over the summer and have driven the resumption of inflows
into gold ETFs, seen from May onwards. Going forward, the pace at which economic activ-
ity in the US softens will be key. Wednesday’s rate decision underscores that the stabili-
sation of the US labour market has become the Fed’s key priority. Our base case remains
that the Fed will be able to soft-land the US economy. We would expect US rate markets
to consolidate after the precipitous drop in yields, implying that the near-term support for
gold will be weaker. Longer term, we remain constructive on the precious metal, given our
expectation for a weaker dollar in 2025 and the risk of a further weakening of the US
labour market, which would point towards lower yields.

Exhibit 2: The Shanghai-London premium on
physical gold purchases has virtually eroded
China gold premium, USD per ounce

Exhibit 3: In recent months, lower real yields
and a weaker dollar both supported gold
US real yields vs US dollar
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US equities

The banking sector is sending warning shots

Wolf von Rotberg Large-cap banks have been among the biggest beneficiaries from the surge in rates
Equity Strategist over the past two years. The combination of rising long-dated bond yields and low and
wolf.vonrotberg@jsafrasarasin.com stable deposit rates has been a boon for the sector’s most important source of earn-
+4158 317 30 20 ings, namely net interest income. This goldilocks environment is coming to an end.

Yields have fallen on the back of fading inflationary momentum, while upside pressure
on deposit rates is starting to build. As inflation is unlikely to reaccelerate, the upside
for bond yields is set to remain contained, and support for bank earnings will likely
fade further. The sector is currently priced for an improvement in profitability, which
is unlikely to materialise. We therefore remain tactically cautious on US banks.

The last two years proved to be a Goldilocks If there is one sector which has benefitted directly from the rise in interest rates since

environment for banks early 2022, it is large-cap banks. After years of hibernation, their most important source
of earnings, namely net interest income, surged back to levels last seen before the global
financial crisis (Exhibit 1). While the market yield curve flattened due to rising short-dated
yields, the effective yield curve for banks actually steepened substantially. They were paid
the long end of the Treasury curve, but kept borrowing at the deposit rate, which they were
able to keep at levels close to post-COVID lows, due to i) abundant liquidity and ii) a flight
to safety from smaller banks.

Exhibit 1: US banks’ net interest income (NIl) has surged Exhibit 2: Nll is a function of bond yields
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85 | Major US banks : | 64% US 5-year yield, % (rhs) ‘ L 45
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50 - ‘ ‘ ‘ ‘ ‘ ‘ L35 50% \/ - 05
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Net interest income, USD bn Non-NII, USD bn (rhs) 2010 2012 2014 2016 2018 2020 2022 2024
Source: Refinitiv, Bank J. Safra Sarasin, 17.09.2024 Source: Refinitiv, Bank J. Safra Sarasin, 17.09.2024

Falling bond yields and rising deposit rates This Goldilocks environment is coming to an end. Bond yields have started to drop as in-
are a headwind to net interest income flationary pressures are abating (Exhibit 2). At the same time, banks have been reporting
upside pressure on deposit rates. A case in point is Bank of America, the second largest
US bank by deposits. It reported in July that its deposit rate has risen to 1.24% in Q2, from
only 0.06% a year earlier. This means that the effective yield curve for banks has flattened.

Fading inflationary pressures mean that the The yield curve dynamic is unlikely to reverse in the near term as the probability of a re-

effective yield curve for banks will remain newed and sustained rise in bond yields remains low. Inflationary pressures continue to

flattened fade with CPI ex-shelter already well within the Fed’s target range at 0.7% yoy. Most nota-
bly, housing cost pressures are set to soften further. This should lead to lower overall in-
flation rates, given that shelter accounted for about 1.8%-points of the 2.5% yoy CPI infla-
tion in August (Exhibit 3). Shelter inflation itself tends to trail housing affordability with a
lag of nine months (Exhibit 4). Falling mortgage rates over recent quarters have led to a
significant improvement of housing affordability, removing upside pressure on rents.
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Exhibit 3: 1.8%-points of 2.5% CPI inflation is shelter Exhibit 4: Shelter tracks average mortgage cost, which are falling

9 Contribution to CPI, yoy 12% Change in average mortgage payments - 6%
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Source: Refinitiv, Bank J. Safra Sarasin, 17.09.2024 Source: Refinitiv, Bank J. Safra Sarasin, 17.09.2024

JP Morgan recently warned that consensus Against this backdrop, we were not surprised by a recent comment from JP Morgan, which

NIl estimates are too optimistic can be seen as a warning shot for the banking sector. The bank’s president told analysts
that current consensus net interest income projections are too optimistic and “not very
reasonable”. We agree and believe that the sector’s relative performance needs to re-
couple with the recent move in interest rates, suggesting 5% to 10% underperformance
over the coming months (Exhibit 5).

US banks are not cheap, as they are fully Lastly, adding to the deteriorating fundamental picture for earnings, valuations for US

priced for current RoE levels banks are not looking overly attractive either. The sector is more than fully priced for the
current level of profitability (Exhibit 6). Given that earnings are set to remain range bound
at best and profitability is unlikely to improve, downside risks are larger than upside risks
in our view, supporting our cautious stance on the sector.

Exhibit 5: Banks have outperformed vs their underlying drivers Exhibit 6: Valuations seem rich for current profitability levels
20% 15 - 14%
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Source: Refinitiv, Bank J. Safra Sarasin, 17.09.2024 Source: Refinitiv, Bank J. Safra Sarasin, 17.09.2024
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Economic Calendar
Week of 23/09 - 27/09/2024

Consensus
Country Time Item Date Unit Forecast Prev.
Monday, 23.09.2024
GE 09:30 Germany Manufacturing PMI Sep Index - 42.40
EU 10:00 Eurozone Manufacturing PMI Sep Index -- 45.80
UK 10:30 UK Manufacturing PMI Sep Index - 52.50
us 14:30 Chicago Fed Nat. Activity Index  Sep Index - -0.34
15:45 US Manufacturing PMI Sep Index - 47.90
Tuesday, 24.09.2024
JN 02:30 Jibun Bank Japan PMI Composite Sep Index - 49.80
GE 10:00 IFO Expectations Sep Index - 86.80
us 14:30 Philly Fed Non-Manuf. Activity Sep Index - -25.10
16:00 Conf. Board Expectations Sep Index - 82.50
16:00 Richmond Fed Manufact. Index Sep Index - -19.00
16:00 Richmond Fed Bus. Conditions  Sep Index - -13.00
Wednesday, 25.09.2024
us 14:30 MBA Mortgage Applications Sep20 wow - --
16:00 New Home Sales MoM Aug mom -5.60% 10.60%
Thursday, 26.09.2024
GE 08:00 GFK Consumer Confidence Oct Index = -22.00
us 14:30 Durables Ex Transportation Aug mom -- -0.20%
14:30 Cap Goods Orders Nondef Ex Air Aug mom -- -0.10%
14:30 Initial Jobless Claims Sep21 1'000 - --
14:30 Continuing Claims Sepl4 1'000 -- -
17:00 Kansas City Fed Manf. Activity Sep Index -- -3.00
Friday, 27.09.2024
JN 01:30 Tokyo CPI Ex-Food, Energy YoY  Sep yoy -- 1.60%
EU 10:00 ECB 1 Year CPI Expectations Aug % -- 2.80%
10:00 ECB 3 Year CPI Expectations Aug % -- 2.40%
UK 12:00 CBI Total Dist. Reported Sales Sep Index -- -20.00
12:00 CBI Retailing Reported Sales Sep Index -- -27.00
us 14:30 Core PCE Price Index MoM Aug mom 0.20% 0.20%
14:30 Core PCE Price Index YoY Aug yoy 2.70% 2.60%
16:00 U. of Mich. Expectations Sep Index -- 73.00
16:00 Kansas City Fed Services Act. Sep Index -- 5.00

Source: Bloomberg, J. Safra Sarasin as of 18.09.2024
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Market Performance

Global Markets in Local Currencies

Government Bonds Current value A 1W (bp) AYID (bp) TRYTDin%
Swiss Eidgenosse 10 year (%) 0.49 5 -21 2.3
German Bund 10 year (%) 2.20 5 17 0.7
UK Gilt 10 year (%) 3.89 13 35 0.6
US Treasury 10 year (%) 3.71 6 -17 4.6
French OAT - Bund, spread (bp) 74 4 20
Italian BTP - Bund, spread (bp) 136 0 -32
Stock Markets Level P/E ratio AIWTRin% TRYTDin%
SMI - Switzerland 12°058 18.6 0.8 11.8
DAX - Germany 19’002 14.1 2.6 13.4
MSCI Italy 1’098 9.4 1.5 14.6
IBEX - Spain 11’778 11.2 3.3 20.5
DJ Euro Stoxx 50 - Eurozone 4’943 14.0 2.7 12.5
MSCI UK 2'375 12.5 0.9 10.7
S&P 500 - USA 5714 24.0 2.2 21.0
Nasdaqg 100 - USA 19’840 30.8 2.2 18.6
MSCI Emerging Markets 1’100 13.1 2.3 10.0
Forex - Crossrates Level 3M implied 1Win % YTD in %
volatility
USD-CHF 0.85 7.6 -0.2 0.7
EUR-CHF 0.95 6.0 0.6 1.8
GBP-CHF 1.13 7.3 1.0 5.0
EUR-USD 1.12 6.2 0.8 1.1
GBP-USD 1.33 7.2 1.3 4.4
USD-JPY 142.3 11.3 1.0 0.9
EUR-GBP 0.84 4.4 -0.5 -3.1
EUR-SEK 11.34 6.3 0.1 1.9
EUR-NOK 11.72 8.7 -0.7 4.4
Commodities Level 3M realised 1Win % YTD in %
volatility
Bloomberg Commodity Index 98 12.8 4.0 -0.7
Brent crude oil - USD / barrel 77 32.1 2.6 -1.4
Gold bullion - USD / Troy ounce 2'593 12.2 1.4 25.7

Source: J. Safra Sarasin, Bloomberg as of 18.09.2024
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Important Information

This publication has been prepared by Bank J. Safra Sarasin Ltd (the “Bank”) for information purposes only. It is not the result of financial
research conducted. Therefore, the “Directives on the Independence of Financial Research” of the Swiss Bankers Association do not apply to
this publication.

This publication is based on publicly available information and data (“the Information”) believed to be correct, accurate and complete. The Bank
has not verified and is unable to guarantee the accuracy and completeness of the Information contained herein. Possible errors or incomplete-
ness of the Information do not constitute legal grounds (contractual or tacit) for liability, either with regard to direct, indirect or consequential
damages. In particular, neither the Bank nor its shareholders and employees shall be liable for the views contained in this publication. Third
party data providers make no warranties or representations of any kind relating to the accuracy, completeness or timeliness of the data pro-
vided and shall have no liability for any damages of any kind relating to such data.

This publication does not constitute a request or offer, solicitation or recommendation to buy or sell investment instruments or services. It
should not be considered as a substitute for individual advice and risk disclosure by a qualified financial, legal or tax advisor. You are reminded
to read all relevant documentation before making any investment, including risk warnings, and to seek any specialist financial or tax advice
that you need. You are not permitted to pass on this publication on to others, apart from your professional advisers. If you have received it in
error please return or destroy it.

Past performance is no indication of current or future performance. Investments in foreign currencies are subject to exchange rate fluctuations.
Exchange rate risk will apply if the investor’s reference currency is not the same as the investment currency. Information containing forecasts
are intended for information purpose only and are neither projections nor guarantees for future results and could differ significantly for various
reasons from actual performance. The views and opinions contained in this publication, along with the quoted figures, data and forecasts, may
be subject to change without notice. There is no obligation on the part of the Bank or any other person to update the content of this publication.
The Bank does not accept any liability whatsoever for losses arising from the use of the Information (or parts thereof) contained in this docu-
ment.

Neither this publication nor any copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person.
This publication is not directed to any person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such
distribution is prohibited and may only be distributed in countries where its distribution is legally permitted.

This publication constitutes marketing material. If it refers to a financial instrument for which a prospectus and/or a key investor/information
document exists, these are available free of charge from Bank J. Safra Sarasin Ltd, Elisabethenstrasse 62, P.O. Box, CH-4002 Basel, Switzer-
land.

Bloomberg

“Bloomberg®” and the referenced Bloomberg Index/Indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg
Index Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes
by Bank J. Safra Sarasin Ltd. Bloomberg is not affiliated with Bank J. Safra Sarasin Ltd, and Bloomberg does not approve, endorse, review, or
recommend the financial instrument(s) mentioned in this publication. Bloomberg does not guarantee the timeliness, accurateness, or com-
pleteness of any data or information relating to the financial instrument(s) mentioned in this publication.

ICE Data Indices

Source ICE Data Indices, LLC (“ICE DATA”), is used with permission. ICE Data, its affiliates and their respective third party suppliers disclaim
any and all warranties and representations, express and/or implied, including any warranties of merchantability or fitness for a particular pur-
pose or use, including the indices, index data and any data included in, related to, or derived therefrom. Neither ICE Data, its affiliates or their
respective third party providers shall not be subject to any damages or liability with respect to the adequacy, accuracy, timeliness or complete-
ness of the indices or the index data or any component thereof, and the indices and index data and all components thereof are provided on an
“as is” basis and your use is at your own risk. ICE Data, its affiliates and their respective third party suppliers do not sponsor, endorse, or
recommend Bank J. Safra Sarasin Ltd, or any of its products or services.

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 2020, J.P.
Morgan Chase & Co. All rights reserved.

MSCI Indices

MSCI Disclaimer: https://www.msci.com/notice-and-disclaimer-for-reporting-licenses

SMI

SIX Swiss Exchange AG (“SIX Swiss Exchange”) is the source of SMI Indices® and the data comprised therein. SIX Swiss Exchange has not
been involved in any way in the creation of any reported information and does not give any warranty and excludes any liability whatsoever
(whether in negligence or otherwise) — including without limitation for the accuracy, adequateness, correctness, completeness, timeliness, and
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fitness for any purpose — with respect to any reported information or in relation to any errors, omissions or interruptions in the SMI Indices® or
its data. Any dissemination or further distribution of any such information pertaining to SIX Swiss Exchange is prohibited.

Distribution Information

Unless stated otherwise this publication is distributed by Bank J. Safra Sarasin Ltd (Switzerland).

The Bahamas: This publication is circulated to private clients of Bank J. Safra Sarasin (Bahamas) Ltd, and is not intended for circulation to
nationals or citizens of The Bahamas or a person deemed ‘resident’ in The Bahamas for the purposes of exchange control by the Central Bank
of The Bahamas.

Dubai International Financial Centre (DIFC): This material is intended to be distributed by J. Safra Sarasin (Middle East) Ltd (“JSSME”) in DIFC
to professional clients as defined by the Dubai Financial Services Authority (DFSA). JSSME is duly authorised and regulated by DFSA. If you do
not understand the contents of this document, you should consult an authorised financial adviser. This material may also include Funds which
are not subject to any form of regulation or approval by the Dubai Financial Services Authority (“DFSA”). The DFSA has no responsibility for
reviewing or verifying any Issuing Document or other documents in connection with these Funds. Accordingly, the DFSA has not approved the
Issuing Document or any other associated documents nor taken any steps to verify the information set out in the Issuing Document, and has
no responsibility for it. The Units to which the Issuing Document relates may be illiquid and/or subject to restrictions on their resale. Prospective
purchasers should conduct their own due diligence on the Units.

Germany: This marketing publication/information is being distributed in Germany by J. Safra Sarasin (Deutschland) GmbH, KirchnerstraRe 6-
8, 60311 Frankfurt am Main, for information purposes only and does not lodge claim to completeness of product characteristics. Insofar as
information on investment funds is contained in this publication, any product documents are available on request free of charge from J. Safra
Sarasin (Deutschland) GmbH, Kirchnerstrafle 6-8, 60311 Frankfurt am Main in English and German language. To the extent that indicative
investment options or portfolio structures are included, the following applies: The indicative investment options or portfolio structures pre-
sented in these documents and the underlying model calculations are based on the information and data provided to us in the context of the
asset advisory discussion, and we have not checked them for accuracy or completeness. The indicative investment option/portfolio structure
described here is thus intended as a guide and does not make any claim to comprehensive suitability but aims to inform you about the general
possibilities that an investment entails. In order to provide you with a final investment recommendation that is tailored to your specific situation,
we need further information, in particular on your investment goals, risk tolerance, experience and knowledge of financial services and products
and your financial situation. This publication is intended to be distributed by J. Safra Sarasin (Deutschland) GmbH, KirchnerstraRe 6-8, 60311
Frankfurt am Main to clients domiciled or having their registered office in Germany and is directed exclusively at institutional clients who intend
to conclude investment business exclusively as entrepreneurs for commercial purposes. This clientele is limited to credit and financial services
institutions, capital management companies and insurance companies, provided that they have the necessary permission for the business
operation and are subject to supervision, as well as medium and large corporations within the meaning of the German Commercial Code (sec-
tion 267 (2) and (3) HGB).

Gibraltar: This marketing document is distributed from Gibraltar by Bank J. Safra Sarasin (Gibraltar) Ltd, First Floor Neptune House, Marina Bay,
Gibraltar to its clients and prospects. Bank J. Safra Sarasin (Gibraltar) Ltd whose Registered Office is 57/63 Line Wall Road, Gibraltar offers
wealth and investment management products and services to its clients and prospects. Incorporated in Gibraltar with registration number
82334. Bank J. Safra Sarasin (Gibraltar) Ltd is authorised and regulated by the Gibraltar Financial Services Commission. Telephone calls may
be recorded. Your personal data will be handled in accordance with our Data and Privacy Statement. Where this publication is provided to you
by Bank J. Safra Sarasin (Gibraltar) Limited: This document is approved as a marketing communication for the purposes of the Financial Ser-
vices Act 2019. Nothing in this document is intended to exclude or restrict any liability that we owe to you under the regulatory system that
applies to us, and in the event of conflict, any contrary indication is overridden. You are reminded to read all relevant documentation before
making any investment, including risk warnings, and to seek any specialist financial or tax advice that you need. You are not permitted to pass
this document on to others, apart from your professional advisers. If you have received it in error please return or destroy it.

Hong Kong: This document is disseminated by Bank J. Safra Sarasin Ltd, Hong Kong Branch in Hong Kong. Bank J. Safra Sarasin Ltd, Hong
Kong Branch is a licensed bank under the Hong Kong Banking Ordinance (Cap. 155 of the laws of Hong Kong) and a registered institution under
the Securities and Futures Ordinance (cap. 571 of the laws of Hong Kong).

Luxemburg: This publication is distributed in Luxembourg by Banque J. Safra Sarasin (Luxembourg) SA (the “Luxembourg Bank”), having its
registered office at 17-21, Boulevard Joseph II, L-1840 Luxembourg, and being subject to the supervision of the Commission de Surveillance
du Secteur financier — CSSF. The Luxembourg Bank merely agrees to make this document available to its clients in Luxembourg and is not the
author of this document. This document shall not be construed as a personal recommendation as regards the financial instruments or products
or the investment strategies mentioned therein, nor shall it be construed as and does not constitute an invitation to enter into a portfolio
management agreement with the Luxembourg Bank or an offer to subscribe for or purchase any of the products or instruments mentioned
therein. The information provided in this document is not intended to provide a basis on which to make an investment decision. Nothing in this
document constitutes an investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appro-
priate for individual circumstances. Each client shall make its own appraisal. The liability of the Luxembourg Bank may not be engaged with
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regards to any investment, divestment or retention decision taken by the client on the basis of the information contained in the present docu-
ment. The client shall bear all risks of losses potentially incurred as a result of such decision. In particular, neither the Luxembourg Bank nor
their shareholders or employees shall be liable for the opinions, estimations and strategies contained in this document.

Monaco: In Monaco this document is distributed by Banque J. Safra Sarasin (Monaco) SA, a bank registered in “Principauté de Monaco” and
regulated by the French Autorité de Controle Prudentiel et de Résolution (ACPR) and Monegasque Government and Commission de Contrdle
des Activités Financiéres («CCAF»).

Panama: This publication is distributed, based solely on public information openly available to the general public, by J. Safra Sarasin Asset
Management S.A., Panama, regulated by the Securities Commission of Panama.

Qatar Financial Centre (QFC): This material is intended to be distributed by Bank J. Safra Sarasin (QFC) LLC, Qatar [“BJSSQ”] from QFC to
Business Customers as defined by the Qatar Financial Centre Regulatory Authority (QFCRA) Rules. Bank J. Safra Sarasin (QFC) LLC is authorised
by QFCRA. This material may also include collective investment scheme/s (Fund/s) that are not registered in the QFC or regulated by the
Regulatory Authority. Any issuing document / prospectus for the Fund, and any related documents, have not been reviewed or approved by the
Regulatory Authority. Investors in the Fund may not have the same access to information about the Fund that they would have to information
of a fund registered in the QFC; and recourse against the Fund, and those involved with it, may be limited or difficult and may have to be pursued
in a jurisdiction outside the QFC.

Singapore: This document is disseminated by Bank J. Safra Sarasin Ltd., Singapore Branch in Singapore. Bank J. Safra Sarasin, Singapore
Branch is an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110), a wholesale bank licensed under the Singapore
Banking Act (Cap. 19) and regulated by the Monetary Authority of Singapore.

United Kingdom: This document is distributed from the UK by Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch, 47 Berkeley Square, London,
W1J 5AU, to its clients, prospects and other contacts. Bank J. Safra Sarasin (Gibraltar) Ltd offers wealth and investment management products
and services to its clients and prospects through Bank J. Safra Sarasin (Gibraltar) Ltd, London Branch. Registered as a foreign company in the
UK number FCO27699. Authorised by the Gibraltar Financial Services Commission and subject to limited regulation in the United Kingdom by
the Financial Conduct Authority and the Prudential Regulation Authority. Registration number 466838. Details about the extent of our regula-
tion by the Financial Conduct Authority and Prudential Regulation Authority are available from us on request. Registered office 57 - 63 Line Wall
Road, Gibraltar. Telephone calls may be recorded. Your personal data will be handled in accordance with our Data and Privacy Statement.
Where this publication is provided to you by Bank J. Safra Sarasin (Gibraltar) Limited, London Branch: Nothing in this document is intended to
exclude or restrict any liability that we owe to you under the regulatory system that applies to us, and in the event of conflict, any contrary
indication is overridden. You are reminded to read all relevant documentation relating to any investment, including risk warnings, and to seek
any specialist financial or tax advice that you need. You are not permitted to pass this document on to others, apart from your professional
advisers. If you have received it in error please return or destroy it.
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