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e Recession fears gone
e Falling risk premiums

e Equities downgraded
from overweighted to
slightly overweighted

e Liquidity upgraded
from underweighted to
neutral
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U.S. central bank extremely expansive

Investor sentiment continued to improve, accompanied by inflows into equities and high-
yield corporate bonds as well as a decline in liquidity. Hence, our countercyclical risk index
was marked down by one notch and is now in the neutral range.

In order to avoid liquidity shortages that frequently occur at the end of the year, the U.S.
Federal Reserve is extremely expansionary, thus driving up the prices of all assets. While
the improvement in leading economic indicators is progressing slowly, fears of a recession
have disappeared.

Long-term government bond yields are rising, while risk premiums on high-yield corporate
bonds are falling. Moreover, investors do not expect the Fed to cut interest rates any
further, which is why the U.S. interest rate curve is showing a clearly positive slope.

Overall, this results in a slightly less positive assessment of our Navigator, with a slightly
different weighting of the asset classes:

Liquidity is reweighted neutrally, bonds continue to be underweighted and equities are
only slightly overweighted. Alternative investments remain slightly overweighted.
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Interest rate level (assessment indicator ) / Spreads (assessment indicator -)

assessment unchanged / assessment unchanged

At first glance, the nominal yield on 10-year U.S. government bonds appears comparatively attractive. However,

considering inflation (as measured by the consumer price index) and real interest rates, the picture becomes far less
appealing.

Source: Bloomberg
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The U.S. yield curve is now showing a clearly positive slope and risk premiums for high-yield corporate bonds are
falling. In combination this can be seen as a relief with regards to recession fears.

Source: Bloomberg
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Shiller P/E ratio (assessment indicator --) / risk premium (assessment indicator ++)

assessment unchanged / assessment unchanged

The absolute valuation of the U.S. equity market as measured by the Shiller P/E ratio remains unattractive. On the other
hand, the relative valuation of equities compared to government bonds, is still attractive (although levels are
decreasing).

Source: Bloomberg
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Macro Ieading indicators (assessment of indicator +)

assessment unchanged

While early economic indicators are improving only slowly, financial markets (positive slope of the yield curve, rising
nominal interest rates for government bonds and falling risk premiums for high-yield corporate bonds) and above all
the development of the U.S. money supply aggregates suggest a significant economic recovery.

Source: Bloomberg
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Risk indexX (assessment indicator 0)

Rating downgraded from + to O

Investor sentiment continued to improve, accompanied by inflows into equities and high-yield corporate bonds and a
decline in liquidity. Hence, our countercyclical risk index was marked down by one notch and is now in the neutral range.
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Disclaimer

This document is intended solely for information purposes and for use by the recipient. This document has been prepared by Sound Capital AG (hereinafter "SC") with the utmost care and to the best of its
knowledge and belief. However, SC does not guarantee its content and completeness and disclaims any liability for losses arising from the use of this information. The opinions expressed in this document
are those of SC at the time of writing and are subject to change without notice. The document does not constitute an offer or recommendation to purchase or sell any financial instruments or services and
does not relieve the recipient of its own judgement. In particular, it is recommended that the recipient examine the information with regard to its compatibility with its own circumstances, legal, regulatory, tax
and other consequences, if necessary with reference to a consultant. Although the information and data contained in this document have been obtained from sources believed to be reliable, no representation
is made as to their accuracy or completeness. The past performance of an investment is not a reliable indicator of its future performance. Performance forecasts are not a reliable indicator of future results.
This document is expressly not directed at any person whose nationality or residence prohibits access to such information under applicable law. No part of this publication may be reproduced in any form or
by any means without the prior written permission of SC.
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