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Key Take-Aways

% The Trump administration faces key challenges,

including inflation risks from tariff policies, the “de-
dollarization” of global markets, and balancing
lower taxes with spending cuts to reduce deficits.
Treasury Secretary Scott Bessent is expected to
play a pivotal role in moderating policies to
stabilize markets and manage federal finances
effectively.

The administration’s initial measures could benefit
U.S. domestic companies, particularly small- and
mid-cap industrials and value stocks, while
prioritizing policies to address fiscal pressures and
promote sustainable economic growth.

2024 has been challenging for fixed-income
investments, with U.S. government bond returns
underperforming cash and investment-grade
bonds returning ~4%. Despite initial inflation
concerns under Trump's policies, the appointment
of Scott Bessent as Treasury Secretary has
stabilized markets, lowering the U.S. 10-year
Treasury yield to 4.16%.
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% Central banks, including the Fed and BOE, cut

interest rates by 25bps, while European spreads
tightened  modestly. In Germany, political
uncertainty arises from the collapse of the coalition,
leading to snap elections, highlighting Europe’s
instability amidst broader economic challenges.

% In November 2024, US. equities surged with the

S&P 500 and Nasdag-100 posting strong gains on
post-election optimism and pro-business policies,
while European and Chinese markets faced
challenges from protectionist U.S. policies and
weak economic conditions, widening valuation
gaps between regions.

% The U.S. dollar strengthened in November, driven

by Trumps reelection and inflationary policy
expectations, while the euro and gold faced
pressures from Eurozone challenges and a strong
dollar, and the Swiss franc retained its safe-haven
appeal amid geopolitical uncertainty.
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November’s overview
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pairs, with the USD strengthening against the EUR,
CHF, and GBP. The EUR/CHF pair returned to its
lowest level, with an exchange rate of 0.93, the
same level as in December 2023.

Source: Bloomberg  29.11.2024

The BBG Commodity Index fell by 2.19% last
month. Gold prices decreased by 3.67%, pushing
the YTD performance down to 28.12%. Crude Ol
WTI faced challenges in the last week of the
month, losing 4.17 points.



CITE HEST ﬂN Newsletter: Towards Trump 2.0 / December 2024

PRIVATE BANK

Macro & Rates

New Trump Era.

The U.S. elections are behind us, and while we avoided the worst-case scenario, we should expect major
changes under the Trump administration.

There is little doubt that the new administration will be much more “professional” than the first one.
However, like many other candidates, Trump promised a lot, which could appear unrealistic at some point:
lower taxes, lower government spending, lower deficits, imposing tariffs to meet the revenue shortfall, and
simultaneously cutting spending and imposing a negative fiscal impulse—all of this with a target of 3% GDP
growth.

The major risk and implication of Trump's program, if applied, is inflation. Indeed, Trump’s tariff policy will
eventually raise the general price level and perhaps increase inflation. This risk has been anticipated over the
last few weeks, and the Treasury market suffered a severe adjustment, especially after the inception of an
easing cycle. In a sense, the potential hawkish tilt of Trump's program may already be priced in. The market
now expects a 50% chance of a 25 bps rate cut in December and no more than two rate cuts in 2025.

Key concerns for the Trump administration lie in the "de-dollarization" of the global economy and the finances
of the federal government. In this context, the nomination of Scott Bessent as Treasury Secretary could be
seen as good news.

The office of Treasury Secretary is one of the most important cabinet-level positions in the executive branch,
particularly for financial markets. Bessent is a high-profile financial-market veteran with a long track record
of success, and he is seen as the person who will moderate the president's influence, helping to ensure that
Donald Trump’s policies do not disrupt markets.

Reducing spending and the deficit will be a difficult task for Bessent and something entirely new for Trump's
administration. Considered pragmatic, Bessent knows that the major rise in expenditure comes from interest
expenses (an 8% increase over total revenues between October 2024 and December 2025). He also knows
that the average interest rate on the stock of marketable Treasury debt is roughly 3.36%, well below the
current market’s lowest yield. So, Bessent’s first choice will be to put pressure on the Fed to ensure that
short-term interest rates go substantially lower to avoid aggravating the fiscal situation.

Assuming Fed's independency, we will have to expect US data to soften at some points to expect Bessent to be
able to put pressure on the Fed to lower rates.

On the tariff side, we can expect Bessent to have a moderating influence on Trump. He may use tariffs as a
weapon to swap bills, gold, and FX reserves to restructure U.S. federal debt, rather than strictly applying
Trump's promises.

Scott Bessent could represent a powerful arm for Trump's “Make America Great Again” agenda. While the
current environment does not favor elevated risk-taking in portfolios, we believe the first measures taken by
the new U.S. administration could benefit domestic companies. Small- and mid-cap industrials and value
stocks could benefit from their domestic exposure.
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First Trump and then Bessent

So far, 2024 is another difficult year for fixed income: the total return
for US govies is barely two percentage points since the beginning of
the year which is less than the return on cash in USD YTD. USD
investment grade bonds’ return is approx. 4%. Corporates and high-
yield have performed better on the back of continued spread
tightening and a robust US economy.

November was marked by the re-election of Donald Trump for
president of the United States. Initially, the US 10-year Treasury vyield
rose from 4.25% to 4.5% as investors began to price-in the
inflationary impact of some of Trump’s policies. On Friday 22nd,
however, the nomination of Scott Bessent as Treasury Secretary,
reversed this movement and the yield of the 10-year benchmark
returned to 4.16% at the end of November. Bessent, a hedge fund
manager and Wall Street veteran, is widely seen as a moderating
element in Trump’s administration and specifically regarding some of
Trump's most inflationary policies.

The Fed cut interest rates as expected by 25bps to 4.75% just two days
after the presidential election. On the same day, the BOE also lowered
its benchmark rate by 25bps to 4.75%. December will bring more
monetary policy decisions: on 12 December the ECB and the SNB are
expected to cut rates. The market prices currently roughly a 75%
chance that the Fed will cut by another 25bps on 18 December, and on
19 December the BOJ will probably keep rates unchanged.

In November, investment grade corporate spreads continued to
tighten on both sides of the Atlantic. High-yield spreads have also
tightened in the US and are now as low as 288bps. In Europe, high-
yield spreads did not move lower over the month as the economic
outlook of the continent is gradually deteriorating.

In Germany, the «traffic light» coalition has collapsed and chancellor
Scholz had to anounce snap elections scheduled for 23 February 2025.
This is just another sign of Europe's malaise and comes at a moment
when Europe needs stability and leadership, not uncertainty. The safe-
haven German 10-year Bund yield has fallen from 2.4% to 2%.

With the year-end approaching, a new era of normalization in fixed
income is beginning. The US yield curve, which was inverted since
2022, is finally bull steepening. We recommend to hold quality short
to medium term bonds. Investing in the longer end of the curve has,
however, considerable risks: some Trump policies as well as the
deteriorating US fiscal situation may lead to a bear steepening —
which is the main, although not very probable, risk for fixed income
going forward. A moderating Bessent could well be the trigger for a
year-end rally in bonds, similar to the price-action at the end of 2023.
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Sky is the limit
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In November 2024, global equity markets showed divergent trends. U.S. indices, led by the S&P 500 and Nasdag-100,
posted robust gains, fueled by post-election optimism and Federal Reserve rate cuts, while European and Chinese
markets faced political challenges. Vix Volatility index is back below 14.

During November 2024, the S&P 500 experienced its
strongest monthly performance of the year, increasing by
5.7% and closing at an all-time high. This rally was driven
by several factors in line with political activity and
following presidential election in the United States. The
Republican sweep, boosted investor confidence and
markets reacted positively to expectations of pro-
business policies, such as corporate tax cuts and
deregulation. The Nasdaqg 100 also advanced strongly
and post a nice 7.5% during the month. Sentiment
indicators are very bullish, and the market has shifted
more into risk-taking mode.

In Europe, it's another story with Euro Stoxx 50 index
showing mixed performance after next president Trump
signaled a protectionist approach, particularly targeting
European industries with substantial tariffs on EUR
automobile exports.

Over the past few weeks, investors have largely favoured
US equities to the detriment of international equities.
The rush to the United States has been impressive, with
record inflows of over 140 billion usd, while at the same
time outflows have been seen in Europe and Emerging
market

Investors rush into LIS equities

Moty nat flows inso LIS equity funds (Shn)
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Should we be already contrarian and focus on Europe or
China while valuations are reaching extreme levels in the
United States ?

It's a question obsessing investors at a time when the
valuation gap between US and European markets is
reaching record levels, with an average P/E of 14.20x for
the MSCI Europe index vs. almost 26x for the MSCI US. This
is the biggest discount in over 30 years. Peace in Ukraine
could be the catalyst that could bring investors back to
Europe, but it may be probably to early at this stage.

Europe’s large discount

Europe ve U S prica-to-samings ratio. 19912024
Pramiumsdiscount
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In Asia, Chinese equity enjoyed a mixed performance in
November 2024. Major indices such as the CSI 300 and
Hang Seng Index posted limited movements due to a
cautious economic outlook and weak domestic demand.

Foreign investors remained attentive to political signals,
and some sectors such as technology and infrastructure
showed signs of stabilization thanks to political support
from the Chinese Communist Party.

The technical levels of the indices will be closely watched,
but regions that are undervalued in relation to the US
markets could offer interesting opportunities in the near
future.



c".[ GEST DN Newsletter: Towards Trump 2.0 / December 2024

PRIVATE BANK

Forex And Commodities

Politics And Fed Drive The Dollar On Higher Regime

Throughout November, the U.S. dollar has continued to dominate the
Forex market, buoyed by speculation surrounding Donald Trump's
reelection. Following the election, the dollar index surged to a one-
year high, reaching the 2023 resistance level of 107.3 and posting its
strongest weekly gain in over a month. This upward momentum 4 14
accelerated further before stabilizing, driving the index to a new
range around 106. This new regime was primarily fueled by market ; 4,
anticipation of policy measures under Trump's administration, such as
tariffs and tax cuts, which are perceived as inflationary. Consequently, 4 4
expectations of a more cautious Federal Reserve (Fed) in the coming
year have strengthened the dollar's position.

The Downward Trend For EUR/USD Could
Continue

The prospect of increased tariffs under the new administration is also 1.06
weighing heavily on the euro (EUR). The euro's decline is not solely a
result of dollar strength but also reflects internal challenges within the 1.04 ;_/

Eurozone. Germany is grappling with an economic slowdown, and

France is facing political instability. Should U.S. tariff measures 1.02

materialize, they could exacerbate the Eurozone's economic ST S S SO W S SR VK W VY VA W
struggles, prompting the European Central Bank (ECB) to adopt more ,»\’19’»,1,\'\9’»v\@%b@%%@q’gﬁﬁv\@ﬁ&&v\w&b\'\,&%\w&o\'@q’
accommodative monetary policies. This, in turn, would likely intensify >~ ©7 © ©7 07 v 87 0 07 7 ©7 v
the euro's depreciation.

3
{V
Q
Vv
\;»\

—=——FUR/USD =====SMAVG (100) ====SMAVG (200)

Throughout 2024, the EUR/USD pair has been heavily influenced by
interest rate differentials, a trend that is expected to persist into 2025. If
the U.S. economy continues to show resilience, the Fed is unlikely to
lower interest rates hastily. Following Trump’s victory, the probabilit .

of a December rate cuty has dimi%ished F;igniﬂcanﬁly, pupshing thé/ Will The EUR/CHF Broke the 2023 Support ?
EUR/USD pair to a two-year low of 1.045, which now serves as a new 1
support level. If the current downward trend persists at its current
pace, the pair could drop below 1.03 by year-end and potentially 0.99
return to parity in early 2025.

Source : Bloomberg
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Meanwhile, the Swiss franc (CHF) remains a top performer due to its 0.97
safe-haven appeal during geopolitical uncertainty. The economic and
monetary policy divergence within the Eurozone further supports the
CHF's demand. While the ECB is expected to accelerate rate cuts in ¢ g5
2025, the Swiss National Bank (SNB) is likely to maintain its terminal

rate around 0.5%. Technically, the EUR/CHF pair has repeatedly 0.94
tested support near 0.93, with a potential downside to 0.90 if this
level is breached. The 50-day moving average now serves as a key
resistance. The SNB might intervene to weaken the CHF if its strength g 95

0.96

0.93

starts to negatively impact Switzerland’s trade surplus or pushes m Y ¥ Y YT YT ST YT YT YT ST TS
inflation further below target. As for the USD/CHF pair, strong U.S. 2 8 R &8 8 8 R &8 R R R R §
. S~ S~ S~ =~ ~ ~ ~ =~ ~ S~ -~ ~ S~
dollar momentum post-election suggests a year-end range between 8 d g g g 8 g9 5 g g g J d
0.90 and 0.87, with resistance at 0.92.
=== EUR/CHF ====SMAVG (50)

Finally, gold prices have stabilized as investors await clearer signals
about future U.S. interest rate policies. The precious metal remains
robust amid global geopolitical tensions, which continue to drive
safe-haven demand. However, the dollar's ongoing strength could
weigh on gold prices, limiting any significant upward momentum.

Source : Bloomberg



By choosing Cité Gestion, you will benefit from our unique
business model which sets us apart from most traditional wealth
managers. Learn more on our website: www.cite-gestion.com

m And follow us on LinkedIn to stay connected to all
market news and perspectives.

Disclaimer and important information

This document has been published in Switzerland by Cité Gestion SA, Geneva, a custodian and securities dealer subject to regulation and
supervision by the Swiss Financial Market Supervisory Authority (FINMA). It is not intended for distribution, publication or use in any
jurisdiction where such distribution, publication or use would be prohibited, and is not directed to persons or entities to whom it would be
unlawful to send such a document. All information provided in this document, in particular opinions and analyses, is for information purposes
only and should not be construed as an offer, advice or recommendation to buy or sell any particular security or to enter into any
transaction. Nor does this publication constitute - and should not be construed as - an advertisement for a particular financial instrument.
The risks associated with some investments are not suitable for all investors, and a precise assessment of the risk profile must be made. Nor
should this document be construed as legal, accounting or tax advice. Although Cité Gestion SA makes every reasonable effort to use reliable
and complete information, Cité Gestion SA makes no representation or warranty of any kind that the information contained in this document
is accurate, complete or up to date. Any decision based on this information must be made at the investor's risk, and Cité Gestion SA declines
all responsibility for any loss or damage that may result directly or indirectly from the use of this information. United States: neither this
document nor any copies thereof may be sent, taken or distributed in the United States or given to a US-Person. This document may not be
reproduced (in whole or in part), transmitted, modified or used for public or commercial purposes without the prior written consent of Cité
Gestion SA.
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