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Dear Readers

The article “US interest rate cut coming soon?” discusses what
factors favour an imminent interest rate cut in the United States.

Looking for advice and support on financial matters? Our invest-
ment advisors look forward to hearing from you and will be happy
to talk to you personally.

We wish you a pleasant read.
Your Advisory Team

Neue
Bank
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“US interest rate cut
coming soon?”

Bonds

The Swiss National Bank has already done it twice, the European Central
Bank once — only the US Federal Reserve (Fed) has been holding back
with interest rate cuts so far. At the beginning of the year, up to seven
interest rate cuts were expected in the US, but prices rising above the
inflation target have caused the Fed to keep key rates at the current
level for now. This has caused a further rise in yields and corresponding
losses on bond positions.

Yield curve and 10-year Treasuries have already turned around

- Yield curve —Fed funds rate —10-year US Treasuries

Source: Bloomberg, Neue Bank AG

However, a look at the chart above shows that both the yield curve
(10-year minus 2-year rates, shown inverted) and 10-year yields have
peaked. As history has shown, this is generally a signal that the US
Federal Open Market Committee (the decision-making body headed

by the chair of the Federal Reserve) will likewise decide to lower inter-
est rates. An interest rate cut can therefore be expected at the next
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meeting on 18 September, which should ultimately also give bonds a
boost again.

Economy

As mentioned, inflation has not yet fallen back below the target level.
It’s important to note that there are different ways of measuring price
increases. Consumer price indexes (CPI) measure a common basket

of goods. The core CPI rate excludes energy and food price trends,
given that they are often subject to short-term fluctuations. The Fed,
however, mainly follows the core personal consumption expenditures
(core PCE) index, which is not tied to a specific basket and often moves
slightly below the core CPI rate.

USinflationrates declining but still above target
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As the above chart shows, the Fed’s preferred inflation measure is still
above the inflation target — but unlike the CPI basket of goods, it is still
moving in the desired direction. The scenario of interest rate cuts is also
supported by the slightly gloomier economic data.



Equities

Among equity markets, the French market in particular has stood out
recently. Following the shift to the right in the European elections in
June, President Macron called for parliamentary elections. Right-wing
parties won the first round, but in the second round of voting, a left-wing
alliance of environmental parties, left-wing populists, communists,

and socialists won the most seats. The French president would cer-
tainly have wished for a different outcome. The CAC 40 (index of the
40 largest French companies) corrected significantly relative to other
European equities:

French equities recently suffering from election results
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The light blue line in the chart above shows the relative performance of
French equities to the Stoxx 600 (600 largest European equities). A
massive underperformance — such as recently — occurs mainly in times
of crisis (e.g. 2011 euro crisis or 2020 pandemic). In these cases, both
the French and the European index corrected — the CAC 40 simply
corrected more sharply due to its more cyclical composition. French
equities are currently losing ground, while European equities are trend-
ing sideways. Now that neither the left, centre, nor right have a majority
in France, it will not be easy to form a government. The right around Le
Pen will probably remain on the sidelines. Macron, who achieved the
second most votes with his electoral alliance, has announced that he
will not appoint a new prime minister before the end of the Olympic
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Games in mid-August. This means the uncertainties will persist for now.

All in all, this is not a good omen - also not for other upcoming elections
on both sides of the Atlantic. However, since nothing is often quite as
bad as it looks, the equity market adage “political stock markets are
short-lived” may also turn out to be true. Our traffic light is still light
green, so that we continue to slightly overweight equities.

Currencies

The trend of the Norwegian krone is once again weak. Over the last

10 years, the NOK/CHF exchange rate has almost halved. After ini-
tially appearing to have bottomed out, our trend measurements in

the previous month again indicated a hedging signal. The signal was
similar for the NOK/EUR exchange rate. Anyone investing in Norwegian
equities should keep an eye on the currency risk, because although
Norway is economically and politically very stable, the currency
continues to weaken.

Alternative investments

We are invested in catastrophe bonds, which insure against losses
caused by natural disasters. One of the most frequent insured events is
storm damage (hurricanes), which normally occur between August and
October. This year, the first hurricane already occurred between the
end of June and the beginning of July. Ocean temperatures are excep-
tionally high, which favours the formation of these tropical storms.

If they make landfall and hit urban centres, there is always a risk of
major damage, which can cause catastrophe bonds to default. We are
invested in these bonds via funds. This ensures broad diversification,
not only in regional hurricane insurance, but also across entirely differ-
ent natural catastrophes worldwide. Nevertheless, the past has shown
that — even without actual defaults — increased volatility may occur in
these investment vehicles during hurricane periods. We are already
advising investors to remain calm.
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PRIMUS—-PASSIVE

For anyone wishing to make a long-term investment according to
strategic principles and be fully invested when the equity markets
rise again, we recommend the PRIMUS-PASSIVE asset management
mandate. Under this mandate, we use strategic asset allocation to
invest the available assets in cost-effective index products. We would
be pleased to discuss the special characteristics of this innovative
solution with you in person. We look forward to your call.

Key Performance Indicator PRIMUS-PASSIVE Balanced EUR?

31.07.2024 2023 2022 2021 2020 2019

PRIMUS-PASSIVE Balanced EUR 6.75% 10.83% -12.90% 13.76% 1.56% 17.05%
Benchmark 6.93% 10.68% -12.28% 13.37% 1.63% 15.61%

1 Past performance is not an indicator of future performance and offers no guarantee of success
in the future. The presentation of performance is gross without taking into account your indivi-
dual tax liability. The net performance is lower due to fees. You can also find Our Opinion on our
website: www.neuebankag.li S.E.&O.
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Market data

Stock market (indexed)
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The price developments are shown over 5 years.
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EUR/CHF and USD/CHF
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You can
reach us at

Neue Bank AG

T +423 236 08 08
F +423 236 07 35
info@neuebankag.li

Disclaimer

This publication is intended exclusively for your information and is not an offer for the purchase or sale of securities. It describes value based goals that we attempt to
reach for like-minded clients. Whether we can support you in your personal financial goals depends on your individual risk appetite, your financial objectiv es as well as
the legal constraints of the country of your domicile, in particular with respect to the financial instruments to be invested in. Therefore we recommend that you discuss
the solution mentioned with your financial consultant and have possible tax consequences checked out by your tax accountant. The figures shown are based on actual
performance results of the portfolio management mandate in the currency displayed. Past performance is not a reliable indicator of future performance and results.
Future price and exchange rate fluctuations can impact on your return in your domestic currency. Performance data used in the tables is gross of fees (specification
available from your client adviser) and do not reflect the impact of your personal taxes. The benchmark is composed of strategically weighted indices of the particular
five asset categories liquidity, bonds, shares regional (Switzerland, Europe, USA), shares global and alternative investments. This information is given without a gua-
rantee. This brochure may not be reproduced, duplicated or passed on without the prior consent of Neue Bank AG. In case of its dissemination relevant national legisla-
tion must be adhered to.



