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Executive Summary

Top news: ISM Manufacturing PMIs on Tuesday, Non-Farm Payrolls on Friday — with our best wishes for 2025, we
are reinitiating coverage this week following a short pause. The end of the year was rather deceiving as the traditional
year-end rally gave way to 5 down days on the S&P500 between Christmas and the New Year, registering -2.6% or the
worst last week of the year performance ever. The first couple of days of 2025 started slightly better (in the US at
least) and were helped on Friday by a better than expected ISM Manufacturing PMI, which came in at 49.3 vs 48.2 exp.
and 48.4 in November. This week, we expect the ISM Services PMI tomorrow (exp. at 53.2 vs 52.1 last month) as well
as the JOLTs job openings data (expected flat). We will then focus on Wednesday on the minutes of the last FED
FOMC meeting following a third rate cut in December in order to get more flavor as to the potential slowdown of further
easing ahead. Friday will see the December Non-Farm Payrolls, which are expected to drop to 154k from 227k in
November, as well as the Univ. Of Michigan Consumer Sentiment and Inflation Expectations data. The week will also
see the first earnings reports, notably from Delta Airlines and Walgreens Boots Alliance, Friday pre-open.

Equities: US markets remain in uptrends, while Europe and Japan are neutral. Following a difficult end to last year, we
expect some stabilization early/mid January, but would probably await further retracement thereafter, perhaps
following the Trump inauguration and into the Spring, as the challenges facing the new administration become clearer.
Fixed Income: the US10Y yield continued to push higher, while the 10Y Bund one continued to bounce. Both are now
slightly Overbought on the table below, yet in the US especially, we still expect further upside and perhaps a retest of
highs (around 5% on the US10Y) into mid/late Q1. US High Yield is holding up well for now, off only 1.2% from its highs.
FOREX: EUR, GBP or AUD are Oversold vs USD, while USD/JPY and USD/CHF are slightly Overbought. The upside on
USD going forward may hence be limited although we do expect a bit more strength into mid/late Q1 as with US yields.
Commodities: Oil rose more than 10% from its lows in September and finished the year on a strong note, attempting
to reinstate an uptrend. We remain constructive for now. Gold probably remains in consolidation mode into the Spring.
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Datelow LowPrice  Rise% DateHigh Highprice Decline%  YTDin% last 6m’ oB/0s’
S&P500 Index usD 5942 Jan-24 4739 254% Dec-24 6090 -2,4% 1,0% up neutral
Nasdaql100 Index usbD 21326 Jan-24 16650 28,1% Dec-24 22097 -3,5% 1,5% up neutral
Dow Jones Industrials Index usb 42732 Jan-24 37267 14,7% Dec-24 45014 -5,1% 0,4% up neutral
EuroStoxx50 EUR 4871 Jan-24 4403 10,6% May-24 5101 -4,5% -0,5% neutral neutral
Swiss Market Index CHF 11624 Feb-24 11092 4,8% Sep-24 12451 -6,6% 0,2% neutral neutral
Nikkei225 JPY 39895 Aug-24 31458 26,8% Jul-24 42224 -5,5% 0,0% neutral slightly OB
Shanghai Composite CNY 3211 Feb-24 2702 188% Oct-24 3490 -8,0% -4,2% up neutral
US 10Y Treasury Yield % 4,60% Sep-24 3,62% 1,0% Apr-24 4,71% -0,1% -0,0% up slightly OB
German 10Y Bund Yield % 2,43% Dec-24 2,03% 0,4% May-24 2,68% -0,2% 0,1% neutral slightly OB
US 20Y Treasuries (TLT ETF, 17-18Y duration)* usbD 87 Dec-24 87 0,2% Sep-24 102 -14,3% -0,0% down slightly OS
US Investment Grade (LQF ETF - 8-9Y duration)* usbD 107  Apr-24 104 2,8% Sep-24 114 -6,3% -0,2% neutral  slightly OS
US High Yield (HYG ETF, 3-4Y duration)* usbD 79  Apr-24 74 7,2% Sep-24 80 -1,2% 0,4% neutral neutral
EM USD Sovereigns (EMB ETF, 7-8Y duration)* usbD 90 Feb-24 84 7,0% Sep-24 94  -4,3% 0,5% neutral neutral
EUR/USD 1,03  Jan-25 1,03 0,4% Aug-24 1,12 -7,9% -0,5% neutral 0s
GBP/USD 1,24 Apr-24 1,24 06% Sep-24 1,34 -7,4%  -0,7% neutral 0s
USD/JPY 157  Sep-24 141 11,9%  Jul-24 162 -2,6% 0,1% neutral  slightly OB
USD/CHF 0,91 Sep-24 084 81% Apr24 092 -1,1% 0,1% neutral slightly OB
AUD/USD 0,62 Dec-24 062 05% Sep-24 0,69 -10,1% 0,5% down 0s
Brent Oil (per Barrel) usbD 77  Sep-24 69 10,3% Apr-24 91 -15,9% 2,5% down neutral
Gold Spot (per Ounce) usb 2640 Feb-24 1992 32,5% Oct-24 2788 -53% 0,6% neutral neutral

* These large fixed income ETFs are used as proxies to assess the state of duration trades as well as of credit markets Source: Primis Investment (Suisse) SA
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Global Manufacturing PMIs are stuck in contraction mode (below 50). The US is no exception with its own ISM Manuf. PMI
below 50 for 25 of the last 26 months (the worst streak ever recorded). If historical relations between global monetary
stimulus and Manuf. PMIs still hold, these could start improving in 2025 (top-left graph). This however contrasts with higher
real rates (due to inflation dropping prior to Fed Funds Rates, a.k.a. what is currently happening). Consumers & Businesses
then typically start saving more, the economy slows, and unemployment rises (top-right). Yet, this process could take time,
as was the case in the late 90s or from 2015 to 2020, and perhaps today. Indeed, for now, US Non-Financial Interest Coverage
is at historical lows (bot-left) as many of the stronger companies have locked-in lower rates for longer, while Corporate
profits as a % of GDP are near all time highs. On the earnings front, while average P/Es remain high historically, forward EPS
continue to climb (bot-right). Hence, while Growth dynamics may be stretched and could slow due to higher real rates, further
monetary stimulus and rather sound US corporate metrics should likely prevent a strong balance sheet recession for now.

Global Monetary Policy Stimulus Real Interest Rate and Unemployment Rate
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Source: Bloomberg Finance L.P., Bravos Research.

Exhibit 4: Nonfinancial corporate business net interest payments are near record lows
US NONFINANCIAL CORPORATE BUSINESS NET INTEREST PAYMENTS
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Notes:

1. Trend last 6 months: this Primis original algorithm, weighs the slope of the trend over the last 6 months vs the slope of the trend over the last
3 months yet factorised by the Fibonacci retracement ratio (0.618). Values are normalised using the average price over each period. If this
combined slope is above +0.05% the trend is then “up”, below -0.05% then “down”, otherwise it is “neutral”.

2. Overbought (OB) / Oversold (0S) measures: this Primis original algorithm is computed by comparing the difference between the 8 days
moving average and the 100 days combined with the 3 days vs the 15 days one and normalises this difference by dividing it by the 1 year
standard deviation (circa 260 open market days). Values above 225% or under -225% are Overbought “OB’, resp. Oversold “0S”, values above
100% or under -100% are “slightly OB", resp. “slightly OS”, otherwise there is no relevant exaggeration and the situation is then “neutral”.

Disclaimer: The information in this document is being provided for general market commentary and information purposes. This document does
not constitute a solicitation or offer, or recommendation to acquire or dispose of any investment or to engage in any other transaction. Any reference
to a transaction, trade, position, holding, security, market, or level is purely meant to educate readers about possible opportunities and risks in the
marketplace and are not meant to imply that any person or entity should take any action whatsoever without first evaluating such action(s) in light
of their own situation either on their own or through a professional advisor. If a person or entity does not believe they are qualified to make such
decisions, they should seek professional advice. The prices listed are for reference only and are in no way intended to represent an actual trade.
This information is not a substitute for professional advice of any nature, including tax, legal, and financial. While we believe the information
contained herein to be accurate, all numbers should be verified by the reader through independent sources. Primis Investment (Suisse) SA assumes
no responsibility for errors or omissions in the contents of this document. In no event shall Primis Investment (Suisse) SA be liable for any special,
direct, indirect, consequential, or incidental damages or any damages whatsoever, whether in an action of contract, negligence, or other tort, arising
out of or in connection with the contents of this document or any related services. Trading securities, options, futures, or any other security involves
risk and can result in the immediate and substantial loss of the capital invested. Every reader/recipient is responsible for his or her own investment
decisions. Primis Investment (Suisse) SA reserves the right to make additions, deletions, or modifications to the contents of this document and
related services at any time without prior notice.
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