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▶Major convictions:

 Continuing reassuring inflation figures and major central bank rate cuts,

 No recession or hard landing: global economy is normalizing and
companies are delivering earnings and managing their balance sheet

▶ Positioning: a tactical reduction of risk due to inflated valuations in
select segments

 Government bonds are unattractive: Central Banks will continue to cut
rates, supporting a normalization of the Treasury curve. Nevertheless,
with the strong rally seen over the summer, especially in the US, the short-
end and long-end of the curve are expensive: reduce duration and favor
the intermediate parts (interesting risk/reward). In Europe, some regional
divergence will be observed

 Carry is attractive in credit: favor Investment Grade (robust balance
sheets, better ability to maintain margin in case of slowdown, decent
demand, attractive yields) over High Yield (very low cushion), in both US
and Europe

 Although we continue to be positive on EM debt thanks to a decent carry,
volatility around the US elections makes us cautious on the Forex
component (local debt: favor countries with decent metrics)

 Still slightly positive on equities but tactically reduced exposure on the US
(cautious on expensive names, US growth and large caps; favor an equal
weighted approach and US value) and Emerging Markets (solid growth
but near term pressures from protectionism with the US elections
depending on the region). Europe still offers cheaper valuations. While
the changing macro landscape is bringing more volatility, the
fundamentals of Japanese equities remain resilient: Japan could offer
opportunity as a long term play

 Geopolitical tensions and the safe-haven status of Gold induce us to
stay positive on the yellow metal, which continues to enjoy strong
demand

 Lower interest could notably benefit the Swiss Real Estate market as
borrowing costs decrease

Of Note: Money market funds have reached a new record in 2024, which
represents potential flows to be invested if the FED continue to cut rates
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Major economies are showing signs of weakness

- A mild US deceleration, not a recession, with signs of cooling in the labor
market. Nevertheless, the US are still realizing job growth, unemployment
claims are historically low and the unemployment rate is rising not due to
massive lay-offs but due to new entrants into the workforce. Consumers, the
major driver of US GDP growth, is showing some signs of pulling back as
reflecting in retail sales

- Vulnerabilities to European growth: Eurozone outlook is poor and the large
economies are in a dire state. Political trend within the area remains a matter
of concerns. The appointment of a new government in France did not relieve
the negative markets perception about the resolution of the budget issue
(Debt/GDP: 112%, 2024 Budget deficit: 5.6% vs 5.1% expected)

- Difficult recovery in China with industry suffering from weak demand. The
Chinese government launches a stimulus campaign aimed at supporting the
economy (reduction in interest rate, a new programme to stimulate the stock
market and support the property sector)

 Disinflation trend confirmed in the US and Europe, which should alleviate
some pressure on households’ purchasing power

 Convergence of trend between central bank with Japan an outlier: i/ the US
Fed started off the easing cycle with 50bps cut perceived as a catching up to
where the Fed think it should be and not an effort to head off an adverse
economic event, ii/ the ECB cut by 25bps for the second time, highlighting the
data-dependency of future decisions , iii/ the SNB cut by 25bps in a context of
persistent strength of the franc and downward revision of inflation projection
by the Government, iv/ the PBoC cut its reserve requirement ratio by 50bps
and reduced its main short-term interest rate by 30bps. The BoJ held its main
rate at 0.25% after the hike in July

 In September, bond and equity indices all delivered positive performances

Source: C.Bilello

The US Easing cycle has begun

S&P 500

Source: Bloomberg
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 BONDS
In a context of monetary easing from numerous central banks, bond markets
as a whole delivered positive returns. Central bankers confirmed that
financial conditions would continue to ease, pushing sovereign yields lower.
From 3.9% at the end of August, the US 10-year yield drifted down sharply,
reaching 3.60%, to close the month at 3.78%. The US curve has continued to
steepen, with the 2-10Y slope reaching +20bps. An environment where
growth is slowing, inflation is falling and major central banks are cutting their
main rates is positive for bonds and highly rated debt enjoyed this month
again a powerful rally. This supported the performance of both sovereign
and credit indices.
In the Eurozone, the Germany 10-year yields closed the month lower at
2.12%. The Germany-France 10-year spread ended the month wider at
80bps, in a context of a larger-than-expected deficit in France.
US and EU Treasuries posted decent return of 1.2% and 1.3% respectively.
The Bloomberg Global Aggregate USD, which is the benchmark for
developed country investment grade bonds, hedged in US Dollar, rose by
+1.2% in September, while the same index unhedged in euro posted a return
of 0.9%, highlighting the underperformance of the US Dollar.
On the corporate bond markets, credit spreads tightened again, remaining
at record lows, and credit indices posted positive returns. Based on ICE
indices, the $ Investment Grade index posted a return of 1.7% versus 1.2%
for the European index. On the high beta front, the $ High Yield index rose
by 1.6%, outperforming its euro peer (+1.0%).
In a context of weaker US Dollar and Fed rate cuts, Emerging debt indices
posted decent returns, outperforming their US peers: +1.8% for the $ EM
External Debt and +3.1% for the EM local debt.
US High Yield and US denominated Emerging Markets are the best
performing segments this year.

US 10-year benchmark (%)

Market Expectations for Fed Funds Rates(%)

Source: Bloomberg

Source: Bloomberg

Markets raised their expectations with a 
further 50bps cut priced in the market in 
November  
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 EQUITIES
The Fed cut has been a positive catalyst for equity markets as did the
Chinese package to support the economy.
September began with a sharp correction following poor US employment
data. Nevertheless, encouraging comments from J. Powell about rate cuts
to come to support the US economy and especially the labor market
helped US equities to close the month in positive territory.
The MSCI World posted a return of 1.9% in September, the fifth
consecutive monthly rise.
The MSCI Emerging Markets outperformed developed country equities,
with a return of 6.7%, the 8th consecutive month in positive territory,
supported by the Chinese stimulus (MSCI China: + 23.4%).
US equities outperformed Europe, with the S&P 500 up 2.1% versus 0.9%
for the Euro Stoxx 50.
The Swiss index (SMI) posted negative return of -2% despite the SNB
cut, and the Japanese Nikkei lost -1.3% in a context of appreciation of the
Japanese currency
In the US, the Nasdaq outperformed (+2.6%) while the small caps index
posted a slightly positive return of +0.7%. The S&P 500 enjoyed a positive
return of +2.1%. Magnificent 7 closed September with a year-to-date
return of +42%.
By sectors, Energy (-2.7%) and Healthcare (-1.7%) were the detractors of
performance, while Consumer Discretionary (+7.1%) and Utilities (+6.6%)
outperformed.
The US banks index posted a negative return of -3.5% versus +1.4% for
its euro peer.

US Equities(%)

MSCI World ex-USA (%)

Source: Bloomberg

Source: Bloomberg

+14.6%
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 CURRENCIES
The US Dollar underperformed its currencies basket for its 3rd

consecutive month, declining by 0.9% in September. Large rate cuts’
expectations by the Fed by the end of 2025 weighted on the US Dollar.
With only 6 cuts by the ECB priced by market participants, the euro
appreciated by 0.8% versus the US Dollar.
The Japanese Yen appreciated by 1.7% versus the US Dollar and the
Swiss France by 0.5%

 COMMODITIES
Gold closed September higher, breaking the $ 2600 per ounce
threshold, up 26.5% year-to-date and +5.2% month-to-date. Silver
posted a return of 7.95%.
Oil prices were under pressure, with the WTI reaching $65, level not
seen since March 2023, before recovering to close the month at $68.
The Bloomberg Commodity index closed September up by 4.4%, led by
agricultural (+7.2%) and industrial metals (+6.4%). The Precious metals
index posted a return of +5.9% while the Energy index closed the month
slightly positive at +0.06%.

US Dollar index (USD)

Gold (USD)
Source: Bloomberg

Source: Bloomberg
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MACRO PICTURE – GLOBAL

IMF Projections
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Bloomberg Consensus Forecasts (YoY, %)

Our View:
*Global growth stabilization around 3%, with a deceleration in the US while 
the rest of the world is gradually recovering
*While being above the 2% threshold, inflation is expected to decrease
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Legal Notices

General : The information and opinions expressed in this publication were produced as of the dates of writing and are subject to modification without prior notice. This publication is intended for information purposes only 
and does not constitute an offer or an invitation by, or on behalf of, Banque Cramer & Cie, to buy or sell any securities or related financial instruments or to participate in any particular trading strategy in any jurisdiction. 
Opinions and comments of authors reflect their current views. Banque Cramer & Cie assumes no obligation to ensure that such other publications are brought to the attention of any recipient of this publication and shall not 
in any case be held contractually liable for them.

Suitability : Investments in the asset classes mentioned in this publication may not be suitable for all recipients. This publication has been prepared without taking account of the objectives, financial situation or needs of any 
particular investors. Before entering into any transaction, investors should consider the suitability of the transaction to individual circumstances and objectives. Any investment or trading or other decision should only be 
made by the client after through reading of the relevant product term sheet, subscription agreement, information memorandum, prospectus, Key Information Document (KID) or other offering document relating to the issue 
of the securities or other financial instruments, including funds. This publication should not be read solely without reference to the full research report (if available) which may be provided upon request. Nothing in this 
publication constitutes investment, legal, accounting or tax advice, or a representation that any investment strategy is suitable or appropriate to individual circumstances, or otherwise constitutes a personal 
recommendation to any specific investor. Any references to a particular tax treatment depend on the individual circumstances of each investor and maybe subject to change in the future. Banque Cramer & Cie recommends 
that investors independently assess, with a professional advisor, the specific financial risk as well as legal, regulatory, credit, tax and accounting consequences.

Information / forecasts referred to : Although the information and data herein are obtained from sources believed to be reliable, no representation is made that the information is accurate or complete. In particular, the 
information provided in this publication may not cover all material information on the financial instruments or issuers of such instruments. Banque Cramer & Cie does not accept liability for any loss arising from the use of 
this publication. Important sources for the production of this publication are e.g. national and international media, information services ( e.g. Thomson, Reuters, Bloomberg Finance L.P., Moody’s), publicly available 
databases, economic journals and newspapers (e.g. Financial Times, Wall Street Journal, etc.), publicly available company information publications of rating agencies. Ratings and appraisals contained in this publication are 
clearly marked as such. All information and data used for this publication relate to past or present circumstances and may change at any time without prior notice. Statements contained in this publication regarding financial 
instruments or issuers of financial instruments relate to the time of the production of this publication. Such statements are based on a multitude of factors which are subject to continuous change. A statement contained in 
this publication may, thus, become inaccurate without this being published. Potential risk regarding statements and expectations expresses in this publication may result from issuer specific and general (e.g. political, 
economic, market, etc.) developments.

Risk : The price and the value of, and income from investments in any asset class mentioned in this publication may fall as well as rise and investors may not get back the amount invested. Risk involved in any asset class 
mentioned in this publication may include but are not necessarily limited to market risks, credit risks, political risks and economic risks. Investments in emerging markets are speculative and may be considerably more volatile 
than instruments in established markets. Past performance is not a reliable indicator of future results. Performance forecasts are not a reliable indicator of future performance. Banque Cramer & Cie fixed income ratings 
apply exclusively to bonds of the specific issuer ranked senior unsecured or higher. They are therefore not valid for debentures junior to the mentioned ranking unless mentioned explicitly. Particular risks in connection with 
specific investments featured in this publication are disclosed prominently hereinabove in the text of this publication. Any investment should only be made after a through reading of the current prospectuses and/or other 
documentation/information available.
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