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Key takeaways-

- Geopolitical shenanigans but equities don’t care.
- The supply of oil is key.

Amid yet more policy uncertainty from the new administration markets were and are unfazed. There
was some volatility in oil, from the risk of the Straits of Hormuz closing, but largely the price action did not
reflect the noise and opinion that flooded the airwaves.

The Trump administrations escapades in the Middle East, frankly, left many confused and unable to
unbridle facts from narratives, if indeed facts matter these days. The right to have access to nuclear
energy was, at times, confused with the access to nuclear weapons. Ultimately, for markets, the only
concern was the supply of Qil. The Strait of Hormuz was not closed and hence markets remain, by and
large, content. The S&P barely budged from its lofty position with all markets, apart from the Nikkei, up
and green for the year.

Last Price
mECB Main Refinancing Operations Announcement Rate (R1) 2.150
®Federal Funds Target Rate - Upper Bound (L1) 4.50
Effective Policy Rate (L1) 0.25

Source - Bloomberg/Reyl Overseas
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A big question for investors is whether American exceptionalism, is indeed, over. Has the relentless
outperformance of US stocks withered? Trump has successfully pushed the thrifty Europeans into
increasing their defence spending. Indeed, the tariff fiasco (for lack of a better word) and Trump'’s
effective war mongering, it could be argued, have, if anything, further supported the strategy of taking
profits on US holdings and moving away from the Dollar info cheaper and, arguably, better value
overseas.

It's still very very early but the data shows no money has yet left the US, but net new flow has gone into
European and other non-USD markets. US economic data is waiting to see the impact on inflation from
the tariffs and to what extent the US jobs market is in frouble. The Federal Reserve certainly aren't
unduly worried. Whilst the Europeans and Swiss reduced their base rates the Fed kepft rates unchanged.
The graph above highlights the moves. What's interesting is that despite the Fed keeping US rates at
4.5% the USD has continued to slide. In CHF terms the USD has lost 12.9% whereas the EUR has lost 0.88%.
In theory, that shouldn’t happen or is reminiscent of an Emerging market where the currency falls
despite high interest rates.
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Last Price

mUniversity of Michigan Consumer Sentiment Index 60.50
=Conference Board Consumer Confidence Expectations SA 1985=100 69.00

Source - Bloomberg/Reyl Overseas
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But we know investment flow is not leaving the US so something else is occurring. The new
Administration won't be complaining and are probably actively behind the weakness pushing the
currency, Treasury yields and oil lower.

All these factors will cause financial conditions to weaken and act as a support for markets. Indeed,
there is an argument we see acceleration in the forward leading indicators as these forces impact the
economy. Sentiment amongst investors does feel negative and hence the risk is likely more a blowoff
tfop than a decline. As the second graph highlights, the US consumer is struggling. Consumption is 70%
of GDP and so sentiment indices at these levels are a concern. Is the impact of inflation and higher
borrowing costs post covid still feeding through? Add in the mix that delinquencies on credit cards,
auto loans and mortgages are rising and it's not a great picture. Also housing, according to the
Nafional Association of Home builders’ data, doesn’t appear to be too rosy either.

Last Price
mEU Government Debt to GDP Spain 101.8
White House US Federal Debt Gross Federal Debt in Percent of GDP NSA 124.3
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We could certainly be in an environment whereby the real economy is at odds to the markets. There
has been a disconnect for years. The total US stock market capitalization is now roughly 200% of GDP.
Buffett has previously claimed anything above 140% is dangerous. One reason why Berkshire is sitting on
cash. Increasing the money supply has been the universal band-aid for authorities since the GFC. This
modus operandi won't change now until it simply fails. As the last graph highlights the Spanish are
actively paying down their debt accrued over covid. Compare this to the US (red line) who continue to
spend, DOGE seems to have failed and a White House happy to go on the geopolitical offensive.
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In summary we remain close to neutral with cash available. The doom and gloom both from a tariff
and recessionary point of view look
overdone. The market has however
bounced in a V shape and needs to break
all-time highs to progress further so there is
natural resistance. However, the trend is
clearly bullish. Earnings are expected fo
grow 14% yoy so we will see to what extent
this drives the market.

We halved our position in Gold two months
ago looking for some weakness, which as of
yet, hasn't occurred. The price hasn't
advanced but looks to be consolidating
which may be very positive. We would use
any weakness as a buying opportunity as
the long-term trend is clear. If debft levels
are mdeed increased, then Gold should outperform equity markets. Real assets also have the benefit of
acting as protection to a weaker Dollar. We remain pretty much fully invested with a little cash
available if the opportunity arises into what may or may not be a quiet summer?2

J. Loudoun

Chief Investment Officer, Reyl Overseas.
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CONTACTS

SWITZERLAND

REYL Overseas Lid
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8001 Zurich

T+41 58717 9400
F+41 58717 9301
contact@reyl-ovs.com
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DISCLAIMER

This advisory note is provided by REYL Overseas Ltd, an independent affiliate of the REYL Group, duly
registered as an independent adviser with the SEC.

The information and data presented in this advisory note are given for informational purposes only and
are not to be used as, or considered to be, an offer or solicitation to buy, sell or subscribe to any securities
or financial instruments.

This information does not take intfo consideration the specific investment objectives, financial situation or
particular needs of any person that enters into a relationship with REYL Overseas Ltd which must be done
by written agreement. The value and income of any securities or financial instruments can go up as well
as down. The market value of securifies or financial insfruments may be affected by changes in
economic, financial or political factors, fime to maturity, market conditions and volatility, or the credit
quality of any issuer or reference issuer.

REYL Overseas Ltd does not render or offer to render personalized investment advice in this advisory note.
REYL Overseas Ltd may only fransact business or render personalized investment advice in those States
where it is registered or where an exemption or exclusion from such registration exists.

Foreign currency rates may have a positive or adverse effect on the value, price orincome of any security
or related investment. Many factors may affect the value of a financial instrument, and accordingly,
investors effectively assume all risks and may receive back less than they had originally invested.

Past performance should not be taken as, and is not, an indication or guarantee of future performance
and no representation or warranty, expressed or implied, is made by REYL Overseas Ltd regarding future
performance.

Any information contained on this advisory note does not constitute the investment policy or strategy of
REYL Overseas Ltd or an investment recommendation, but merely the different assumptions, views and
analytical methods of those who prepared it. The information, opinions and estimates expressed in this
advisory note reflect a judgment as of its original publication date and are subject to change without
notice.

Proprietary papers and writings are the opinion of REYL Overseas Ltd. Other articles, links, and information
contained herein are obtained from sources REYL Overseas Ltd believed to be reliable. Although alll
reasonable care was tfaken in gathering the information and formulating the opinions contained herein,
REYL Overseas Ltd does not make any representation whatsoever as to its accuracy or completeness.
Accordingly, REYL Overseas Ltd accepts no liability for any loss arising from the use of this note, which are
made available for information purposes only.

This advisory note is not directed to, or infended for distribution to or use by, any person or entity who is a
citizen or resident of, or located in, any locality, state, country or other jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation.

Clients should consulf their adviser with regard to any questions they may have. Please be aware that
there are risks associated with all investments and investment strategies.
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