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Risky assets have started 2025 with a bang! While the FED's last meeting of 2024 momentarily
sent a chill through the markets, it would appear that investors have returned from the festive
season in 'risk on' mode. The announcement of the mega-investment project Stargate, a vast
programme dedicated to data centres for artificial intelligence, triggered a wave of optimism in
the markets. This ambitious project is based on a consortium bringing together the United States
and several private players, including SoftBank, Oracle and OpenAl. Ultimately, it is expected to
raise $500 billion, illustrating the scale of investment in Al and the enthusiasm of investors for this
fast-growing sector. Most stock market indices gained between 2% and 8%, with defensive sectors
and European equities outperforming for once. We did see some significant sector rotation,
especially at the end of the month following surprise announcement of the rise of DeepSeek, a
major new player in artificial intelligence that was virtually unknown until now, which caused a
stir in the technology sector. Despite the historic wildfires in California, which have already caused
damage estimated by specialists at over $150 billion and could cost insurers more $20 billion, the
sector performed rather well, posting a return of 2.3% in the US and 6.6% in Europe. While
investors have accepted that US inflation will take time to return to the 2% target and that the FED
will therefore not rush to cut rates, they continue to see the glass as half full when it comes to the
economic outlook for 2025. President Trump's constant threats to impose new tariffs do not seem
to be frightening the markets for the time being. In terms of interest rates, the German 10-year
yield rose by 18 basis points to 2.54%, while its US counterpart remained stable at around 4.5%.
Most commodities did rather well, such as gold, which gained more than 6% and is slowly but
surely approaching the psychological level of $3,000 an ounce.
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Market trends to end-January 2025

Equities in Local Currencies

End of January MSCI World  S&P 500 EuroStoxx CAC Spain Switzerland MSCI EM CSI 300

Perf 1 Month 3.47% 2.70% 7.98% 7.72% 6.67% 8.59% 1.66% -2.99%

Perf 3 Month 5.19% 5.87% 9.51% 8.16% 5.97% 6.82% -2.34% -1.90%

Perf YTD 3.47% 2.70% 7.98% 7.72% 6.67% 8.59% 1.66% -2.99%
Commodities Currencies vs EUR

End of January WTI Oil Brent Oil Gold JPY (c]:14

Perf 1 Month 1.13% 2.84% 6.63% 3.19% -0.09% 1.24% -1.03% -0.43%

Perf 3 Month 4.72% 4.92% 1.98% -4.82% 5.03% 2.92% 0.91% -0.40%

Perf YTD 1.13% 2.84% 6.63% 3.19% -0.09% 1.24% -1.03% -0.43%

Bloomberg Indices Bonds Total returns
End of January Global us Euro US10Year German 10 Global Global High Emerging
Aggregate  Aggregate Aggregate Treasury  Year Bund Credit Yield Sovereign $

Perf 1 Month 0.57% 0.53% -0.03% 0.68% -1.76% 0.59% 1.37% 1.06%

Perf 3 Month -1.25% -0.07% 0.87% -0.59% -0.84% -0.96% 1.64% 0.97%

Perf YTD 0.57% 0.53% -0.03% 0.68% -1.76% 0.59% 1.37% 1.06%

Source: Bloomberg 31/01/25

As we said in the introduction, investors continue to see the glass as half full, and with good reason.
The economic outlook remains stable for 2025, and the global economy is expected to grow in the
same proportions as last year. Germany even expected to return to growth. Elections are due to
be held on 23 February, which could bring its share of (good) surprises. Indeed, investors are
hoping that the debt brake will be lifted thanks to these future changes at the head of the country,
which could reinvigorate growth and ensure that Germany regains its status as the locomotive of
Europe, even if it may take some time for the new government to become operational.

The main central banks are facing a number of challenges, but they appear to benefit from a good
visibility, even if they remain dependent on future economic data. Since the December revisions,
the consensus is for the FED to cut rates only twice (it kept rates unchanged at the January
meeting), while the ECB is expected to cut rates three times in 2025. In fact, it already made its
first rate cut of the year at the very end of January, reducing its key rate by 25 basis points to
2.75%. At the press conference following the meeting, Mrs Lagarde's speech was mixed, with
"headwinds" persisting in economic activity and wage pressures still present in certain sectors.
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WORLD ECONOMIC OUTLOOK

Table 1. Overview of the World Economic Outlook Pfojections

cpnt char rjess r i yise)
Year over Year
Diflerence ¥om Ociooer 2024 Q4over Q4 2
Estmaie meclom _ WEO Projectons 1/ Estmae Projections
2023 2024 2025 2006 2025 2026 2024 2025 2026
World Output 33 32 33 33 0.1 0.0 34 32 31
Advanced Economies 1.7 1.7 1.9 18 01 0.0 18 19 1.7
United States 29 28 27 21 05 0.1 27 24 21
Euro Area 04 08 1.0 14 02 0.1 1.1 12 14
Germany 203 -0.2 03 1.1 05 03 -0.1 038 09
France 1.1 1.1 0.8 1.1 03 -0.2 07 1.0 12
Ry 0.7 06 07 09 -0.1 0.2 086 1.0 0.7
Spain 27 31 23 18 0.2 0.0 32 19 20
Japan 15 -0.2 1.1 08 0.0 0.0 0.7 038 07
United Kingdom 0.3 09 16 15 0.1 0.0 1.7 18 13
Canada 15 13 20 20 04 0.0 18 21 1.9
Omer Advanced Economies 3/ 1.9 20 21 23 0.1 0.0 1.7 28 1.7
Emerging Market and Developing Economlies 44 4.2 4.2 43 0.0 0.1 46 4.2 4.2
Emerging and Dev eloping Asia 57 52 5.1 5.1 0.1 0.2 56 49 5.1
China 52 43 46 45 0.1 04 49 45 45
India 4/ 82 6.5 6.5 65 0.0 0.0 15 6.5 6.5
Emerging and Dev eloping Europe 33 32 22 24 0.0 0.1 23 29 16
Russia 36 38 14 12 0.1 0.0 27 12 1.2
Lain America and the Caribbean 24 24 25 27 0.0 0.0 26 27 24
Brazil 32 37 22 22 0.0 0.1 4.1 21 23
Mexico 33 18 14 20 0.1 0.0 18 14 21
Middie East and Central Asia 20 24 36 39 03 03 % s S
Saudi Arabia 28 14 33 41 -13 03 50 12 41
Sub-Saharan Afica 36 38 42 42 0.0 0.2 - L =l
Nigera 29 31 32 30 0.0 0.0 35 7 38
South Afica 0.7 08 1.5 16 0.0 0.1 1.7 086 22
Memarandum
Worid Grow h Based on Market Exchange Rales 28 27 29 28 0.1 0.1 29 27 286
European Union 08 1.0 14 17 02 0.0 13 1.5 1.7
ASEAN-5 & 40 45 46 45 0.1 0.0 49 39 50
Middie East and Norh Africa 18 20 35 39 05 03 - Sl o
Emerging Market and Middie-Income Economies 45 42 42 42 0.0 0.1 48 42 42
Low -income Dev eloping Countries 4.1 41 46 54 0.1 0.2
World Trade Volume (goods and services) 6/ 0.7 34 32 33 0.2 ~0.1
Advanced Economies 0.0 22 21 25 05 03
Emerging Market and Dev eloping Economies 20 54 50 48 03 0.2
Commodity Prices
ol -16.4 -19  -117 -26 -13 1.0 -10.8 50 -22
Nonfuel {average based on wordd commodity impornt 57 34 25 01 27 09 7.1 0.1 05
World Consumer Prices 8/ 6.7 57 42 35 0.1 =0.1 5.2 35 30
Advanced Economies 46 26 21 20 0.1 0.0 22 24 20
Emerging Market and Dev eloping Economies 8/ 8.1 78 56 45 03 0.2 76 48 38

Note: Real effective exchange rates are assumed 10 remainconstant at the levels prevaling during Ociober 22-November B, 2024 Economies arelisted on the basis of

So, what is likely to dampen investor sentiment? According to a Bank of America monthly survey
of portfolio managers, the main fear is a new trade war. Since the election of Donald Trump, not a
day goes by without the Republican president threatening an economic partner with new tariffs if
it does not 'submit’ to his demands. This attitude is a sword of Damocles hanging over the heads
of companies that could be affected by these political decisions. China, which, according to Mr
Trump, applies unfair competitive practices towards the United States, is still one of the main
targets. Canada, Mexico and most Latin American countries, which are not doing enough to
prevent drug trafficking and illegal immigration, are now also in the firing line, as is Europe, most
of whose members are not complying with the requirement to invest a minimum of 2% of the
annual budget in defence (according to Donald Trump, this requirement should be increased to
5%).
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The first announcements were made at the weekend. Imports from Mexico and Canada will be
taxed at 25% from 4 February, and those from China will be subject to a 10% increase on the taxes
already in force.

Mr Trump has also raised the idea annexing Canada and Greenland and regaining control of the
Panama Canal. As you can see, we have entered a new political era in which "threats and blackmail”
are likely to take precedence over "diplomacy of the tongue". This mercantilist policy is frightening
investors because it raises the spectre of a new wave of inflation that could trigger a correction in
risky assets. The US budget deficit is also an issue, but as we have mentioned several times in
recent years, as long as confidence reigns and the US finds investors to swallow up its in debt, this
risk should not materialise.

Bullish Catalyst 2025 Bearish Catalyst 2025
Chart 11: Most bullish catalyst for 2025...China growth acceleration I ch‘_'ﬂz: Most b’_”i’h catalyst for 2025..global trade war o
Which of the following developments would you see as the most bullish in 20257 Which of the following developments would you see as the most bearishin 20257
China growth accelerates Glahal rade war
Al productivity gains
Disorderly rise in bond yields
UUS/Russia/lkraine peace deal
U mas Fed rate hikes
Fed rate cuts
) Disarderly overshoot in LIS dollar
EU fiscal stimulus
50 45
Source: Boft, (lobal Fund Manager Survey. Source: BofA Global Fund Manager Survey.
BofA GLOBAL RESEARCH BofA GLOBAL RESEARC

While the consensus is that there will be no nasty surprises on the macroeconomic front, this does
not mean that the year will be a smooth one for risky assets. As a reminder, in 2024 the S&P500
completed its sixth consecutive year with a movement of over 15%, and of those six years, five
were positive! With the exception of the 19.4% fall in 2022, the US index gained 28.9% in 2019,
16.26% in 2020 (the year of Covid), 26.9% in 2021 and more than 20% in the last two years. As
you no doubt know, the main contributors to these performances are the tech giants, nicknamed
the "Magnificent 7". While we can therefore consider the risk of a recession in 2025 to be low,
potential sector rotations could lead to a change in leadership. We already had a taste at the end
of January of what these shifts could entail. When the name 'DeepSeek’ started to circulate, stocks
such as Nvidia and Broadcom suffered major sell-offs, dropping more than 17% in one session,
while defensive stocks such as Nestlé were sought after by investors. As we said in the
introduction, the Chinese company DeepSeek recently announced that it had developed artificial
intelligence application along the lines of ChatGPT.

However, according to its founder, Liang Wenfeng, he only needed $6 to finance the project.

Even if these claims remain to be proven (some suspect that OpenAl's intellectual property may
have been infringed...), if he is telling the truth, it will change the landscape of the artificial
intelligence race. Deepseek is unique in that it is open source (the code is accessible and can be
improved by anyone), which differs from the opaque solutions offered by American companies.
While this news may not be good for certain American technology giants and their future profits,
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it is good for the economy and for consumers, who should benefit from new, cutting-edge
technologies at lower cost.

Magnificent 7 Stocks - S&P 500 Index Weights (as of 12/31/24)
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No one can deny that US equities are trading at historically high multiples. The tremendous
productivity of the region over the last fifteen years goes a long way towards justifying these
valuations. But as you know, the stock market operates in an environment that values the future,
not the past. If the expected growth is actually delivered, there is no catastrophe to be expected,
and US equities will maintain their high valuations.

"On the other hand, some companies are priced to deliver perfection. On the other hand, given that
some companies are priced to deliver perfection, the slightest disappointment could trigger sell-
offs and reallocations to more defensive and less expensively valued sectors... Conversely, most
European equities are trading at very low valuations, as are Chinese equities.

Every year, the world's most influential strategists share their conviction. For more than ten years,
some of them have been betting on a reversal in the underperformance of European equities
relative to US equities... and every year, this bet has failed to pay off. And what if it did this year?
[t will happen one day. This American supremacy won'’t last forever. Relative to the US market, a
rebound in European equities cannot of course be ruled out. But in-depth reforms will be needed
if European equities are to regain their outperformance trend. A policy of deregulation also seems
inevitable.

Increasingly onerous regulations in all sectors are stifling businesses and weighing on their
profitability.

For our part, we are not venturing into this kind of gamble and continue to advocate
diversification. Our portfolios have held both growth and defensive themes for several years now.
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We wish you a wonderful 2025!

Market Cap vs GDP Weight

Market Cap Weight vs GDP Weighting
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Where Data Tells the Story

AMERICA FIRST - S

TRUMP POLICIES

*Image Shows The List of Some of The Executive Orders Signed By Donald Trump On Day 1

Exited WHO» Trade Tariffs
Q Citing mishandiing of globol Promised tariff TikTok ban
health crises & financial burdens. reviows & rejected  Signed on order
Presented By Biden-era global  to pause a law

Foreign Aid Pause s corporation  that would ban
Paused foreign aid for 90 days to assess tax agleemanls the TikTok app.
alignment with Us. policies &

Trade Brains

Border Security »
Declared cortels terrorist organizations,
suspended refugee programs, & reviewed

travel bans. @jﬂ

Gender Policy -

Restrictad federal recognition to only
two genders, reversing Biden-era
LGBTQ+ protections.

Froe Speech

Banned federal censorship & promoted
constitutional free speech rights |
across platforms.

Immigration Crackdown 4
Declared a border emergency, deployed
troops, & targeted illegal immigration

Paris agreement Withdrawal
Prioritizing U.S. energy independence
over global issues

Federal Hiring Freoze
Paused government hiring except for
national security & public safety roles.

Ending Work From Home
Mandated full-time in-office work for federal employees.

Reversing Biden Policies
Revoked 78 executive actions of the Biden Administration.
Wit Like Save For Later []
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Mexico, Canada and China Account for About 40% of US Trade
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Legal Notice:

These documents are intended exclusively for clients of Weisshorn Asset Management who have signed a management mandate and have expressed
their wish to receive such information and documents (such as financial analyses, research notes, market reports and commentaries and/or
factsheets). These documents may not be communicated to third parties. The information and opinions (including positions) they contain are for
information purposes only and may not be considered as a solicitation, offer or recommendation to sell or buy securities, to influence a transaction
or to enter into any contractual relationship. In particular, no information, document or opinion (including positioning) indicated on this Web site
concerning services or products may constitute or be considered as an offer or solicitation to sell or buy securities or any other financial instrument
in any jurisdiction where such offer or solicitation is prohibited by law or where the person making the offer or solicitation does not possess a license
or regulatory authorization to do so or where any offer or solicitation contravenes local regulations. Any such prohibited offer or solicitation will be
considered null and void, and Weisshorn Asset Management will disregard any communication received in this regard. Past performance should not
be taken as an indication or guarantee of current or future performance, and no representation or warranty, expressed or implied, is made regarding
future performance. Clients are advised to seek professional advice to assess the opportunities and risks associated with any financial operation
before committing to any investment or transaction.
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