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Editorial

Mr. Trump, do you have a plan?

An assault carried out without a clear strategy

More than a month has already passed since the start of the
joint military strikes launched by the United States and
Israel, and to say the least, confusion reigns. Contradictory
messages from the White House are coming in at a
breakneck pace, with no clear understanding of the specific
objectives.

Between neutralizing Iran’s nuclear weapons—if they ever
actually existed—overthrowing the current regime, or
purported support for the January protesters, a “strategy” of
shifting priorities is the order of the day.

Unsurprisingly, these operations have spread terror and
confusion throughout the region, with Iran sparing none of
its neighbors in its retaliatory strikes.

The Strait of Hormuz is now under constant scrutiny by
financial markets and has become the key factor in the
future trajectory of the global economy. As such, after
having sparked the current chaos, Donald Trump is
suggesting that the strait’s “client” nations now take
responsibility for securing it.

Iran is not Venezuela...

IRAN ' 1 RAN!

Source: countercurrents.ong
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What is Donald Trump's way out?

While the U.S. president has no qualms about acting
unilaterally on the international stage, he remains highly
sensitive to his electoral standing. In this regard, polls now
overwhelmingly point to a scenario in which Democrats would
control Congress, whereas before the conflict began,
Republicans were poised to retain their majority in the
Senate. In this context, time is working against the president,
who could very well declare an “absolute” victory by the end
of April and claim that all objectives (which ones?) have been
achieved, leaving it up to the international community to
repair the considerable damage caused by this conflict.

Financial markets are resilient, but for how long?

Toward the end of the month, financial markets showed some
signs of wanting to rebound, placing slightly more weight on
the good news than on the bad.

Although there hasn’t been a true capitulation phase, the
most speculative positions have now been liquidated.
However, if oil prices were to surge to $140 or higher in the
coming weeks, it would undoubtedly push the markets into a
new bear market.

What consequences can we expect for the
markets?

The prospect of a global economy mired in
stagflation is gaining momentum, and there is
little time left before it becomes a tangible reality.
In the meantime, we must avoid drastic measures
and remain as flexible as possible. In other words,
we must be cautious without panicking.

Kim Muller

ClIO (Switzerland)
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Assessment of the economic situation

The sharp rise in energy costs is already affecting inflation figures, but has not yet spread to all goods and services.
If this situation persists, the specter of recession could well resurface.

The surge in energy prices is already reflected in inflation

Unsurprisingly, inflation figures for the eurozone have started
to rise again, reaching 2.5% in March. Core inflation—which
excludes energy and food—stood at 2.2%, indicating that, at
this stage, only costs directly linked to energy have been
affected. In the coming months, it is highly likely that the level
of core inflation will converge with that of overall inflation, as
all economic actors pass on the rise in their costs. In Germany,
overall inflation even reached 2.8%, just as private
consumption in that country had just begun to pick up.

There is no doubt that these developments will force the ECB
to react, as the guardian of price stability, but it will need to be
careful not to slow growth at the wrong time.

Fuel prices have risen the most in Southeast Asia

Since the start of the conflict in the Middle East, few countries
have avoided a rise in prices at the pump, whether for
unleaded gasoline or diesel. The vast majority of consumers
have had to adjust to this sudden rise in fuel prices, though
some more than others. Generally speaking, and quite logically,
countries with high fuel taxes have experienced a smaller
percentage increase, but as in the case of European Union
countries, the additional cost remains significant. In contrast,
some countries such as Saudi Arabia, Russia, Mexico, Japan,
and even ltaly have decided to absorb the rise in oil prices
themselves in order to preserve their citizens’ purchasing
power and maintain a degree of social stability.

The Republicans are losing control of the Senate

As mentioned in the editorial, shifts in voting intentions for the
upcoming U.S. midterm elections remain one of the few factors
capable of influencing Donald Trump’s decisions. While the
Polymarket website—whose primary purpose is to determine
the probabilities of various scenarios through betting—may be
prone to manipulation, it is nonetheless closely monitored by
American politicians and financial markets. Before the conflict,
Republican control of the Senate was virtually “guaranteed,”
whereas currently the opposite scenario is the prevailing view.

What about the SNB's monetary policy?

Inflation Rates Are Headed Higher
The 2.5% jump in euro zone consumer prices in March is the first indication that
central banks will struggle to meet their targets

US ~/ Euro zone / UK

Source: Bloomberg
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The Swiss National Bank (SNB) was active in the foreign exchange market in March, intervening in the euro/franc pair
around the 0.90 level. This level was even briefly breached on the downside on March 9, but the euro subsequently

managed to recover and rebound to around 0.92. Regarding the rebound in inflation, the market expects a 0.25% hike in
the SNB'’s key interest rate in 2026, but given the strength of the franc, we do not believe this will happen. We expect the
SNB to monitor the ECB’s decisions and allow the interest rate differential with the euro to widen further.
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Financial markets during the month

All stock markets suffered significant losses in March, but some managed to hold on to a small portion of their year-
to-date gains. Bond yields rose, and gold took a hit. Energy prices are soaring.

The S&P 500 held up better in March, but not by much

In a period of risk aversion like the one we are currently
experiencing, no broad index is holding up in the equity markets. In
the early days of the conflict, the U.S. market seemed virtually
unaffected by tensions in the Middle East, but by mid-March, it too
had succumbed to selling pressure from investors and hedge funds.
Amid the current confusion, sector rotations are occurring one after
another and changing almost daily.

Over the month, only two fairly clear trends have emerged. The first
is that the energy sector is shining brightly, while the second is that
all other sectors are suffering, albeit to varying degrees. At the end
of this first quarter, few markets remain in positive territory for the
year, such as Brazil, Japan, and the United Kingdom. The others are
now posting negative performance in 2026, though to a moderate
extent, and only the Indian market is showing a double-digit decline,
weighed down by its dependence on oil and its currency.

Long-term inflation expectations are... falling

This may seem paradoxical at first glance, but there is a certain logic
to this latest trend. The blue chart shows 5-year inflation
expectations five years from now. In other words, it currently
reflects inflation expectations for 2036 as of 2031. Over the period
since 2016, there has been a fairly strong positive correlation with
the price of oil, but this trend broke down in March. Why? Because
with the magnitude of the rise in oil prices and the current state of
the global economy, the market is beginning to price in a more
pronounced risk of recession than in 2022—a recession that would
weigh on inflation and thus offset the inflationary pressure caused
by oil prices. This partly explains the relatively muted reaction of
long-term bonds. The rise in the 10-year U.S. Treasury yield did
occur, but at 4.31%, it is barely 0.06% above the level prevailing 12
months ago.

Gold has taken a hit, but remains a major investment asset

Following an initial correction phase in late January, during which
gold partially retraced its near-parabolic rise, a second downtrend
emerged in the second half of March, as the price fell below the
$5,000-per-ounce threshold. Net outflows from ETFs were
significant, as were certain sales in the physical market by central
banks. Turkey appears to have liquidated part of its stockpile, likely
to cover certain urgent financing needs.

In our view, this does not call into question the overall underlying
trend of central bank purchases, but this phase helps to stabilize the
market. Gold is not a “fad” and remains a major asset, as evidenced
by the daily volumes of gold traded in all forms—over-the-counter,
on the spot market, or through ETFs.
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All major stock indices took a hit
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LT inflation expectations remain unaffected by oil prices

Long-term inflation exy ions have completely decoupled from oil prices, signaling potential recession risks
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Daily trading volumes for major assets
Chart 3: Gold trades more than many other major financial assets

Average daily trading volumes for gold and other major asset classes*
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Our convictions

Least attractive Unattractive Neutral Attractive Very Attractive Comments
US Equities O . Greater resilience of the U.S. economy
EU Equities . O Vulnerable to soaring energy prices
Swiss Equities . O The strong franc remains a burden
Japan Equities ‘ lapanese inflation little affected by oil prices
China Equities ' China is staying out of the turmoil
Asia ex-Japan & China . O India and Southeast Asia are suffering right now
Cash & short term debt . Maturities: 3-5 years for EUR, 23 years for USD
US long term debt ‘ Unattractive risk-return ratio
EU long term debt . Avoid French government debt
High Yield US & EU ‘ Unattractive credit spreads
Emerging debt local currency . Focus on diversified funds
Emerging debt hard currency ‘
Precious metals & gold miners . Consolidation underway. Buying on dips
Commodities . A favorable period for the asset class
REITs (EU + CH) ‘ Swiss Tesidential real estate is highly valued
Private Markets ‘ Be cautious about private debt

EURUSD EURCHF EURGBP
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Comments on investment decisions

USDCHF USDJPY GBPUSD
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The geopolitical chaos orchestrated by Donald Trump in the Middle East continues unabated and is driving up
energy prices. We are reducing our equity exposure (slightly), but without taking drastic measures or panicking.

Equities

Since we had adopted a somewhat defensive stance at the
start of the conflict in the Middle East, we did not have to
make any drastic cuts to our equity allocation. However, we
did rebalance part of our exposure to European and Swiss
markets in favor of the U.S. market, due to its lower sensitivity
to rising energy prices.

Within our mid-sized portfolios, we cut our exposure to Indian
equities, as we do not currently see any factors that could
reverse the underperformance that has persisted for several
quarters.

Bonds

In just a few weeks, market expectations have shifted from
one to two Fed rate cuts in 2026 to zero cuts. For the ECB,
expectations of no change have given way to expectations of
two rate hikes, underscoring the bond market’s volatility.
While short-term yields have risen more sharply than long-
term vyields, the impact on valuations has been less
pronounced. At the risk of repeating ourselves after many
months, we are sticking to short- and medium-term durations
to avoid volatility.
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Precious metals, listed real estate (REITs)

The breakdown below the $5,000-per-ounce support level
triggered a wave of selling starting in mid-March, erasing most
of the year-to-date gains. In this context, we made some
bargain purchases, both in physical gold and mining stocks,
from which we had fully exited in January.

In the residential real estate sector, the declines seen during
the month were significant and brought valuations back to
more attractive levels. Only the current high volatility is
preventing us from rebuilding our exposure at this stage, but
we remain on the lookout.

Currencies

The Swiss franc once again stood out during the initial phase of
financial market volatility, briefly dipping below the 0.90 mark
against the euro. The SNB’s intervention temporarily halted
this upward spiral, bringing the pair back to around 0.92. The
US dollar acted as a safe-haven currency during this phase,
even “allowing” itself to rise against the franc.

However, this rebound does not call into question our scenario
of a weaker dollar in the medium term.
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Performance summary
Equity performance

Equity Indices Last 1m Return (%) YTD Return (%) 1y Return (%)

SWISS MARKET INDEX 14014 -8.8 -3.7 1.4
STXE 600 (EUR) Pr 633.9 -8.0 -1.6 9.2
CAC 40 INDEX 8581 -89 -4.3 0.3
DAX INDEX 25284 -10.3 -7.4 2.3

FTSE 100 INDEX 10911 -6.7 2.4 18.6
Euro Stoxx 50 Pr 6138 e -3.9 6.1
DOW JONES INDUS. AVG 48978 -5.4 -4.2 10.3
S&P 500 INDEX 6879 5.1 =53 16.3
NASDAQ COMPOSITE 22668 -4.8 -7.8 248
RUSSELL 2000 INDEX 2632 -5.2 0.2 24.1
TOPIX INDEX (TOKYO) 3939 -11.2 2.6 316
FTSE CHINA A50 14630 -2.7 -4.8 9.3
Global Index 1056.76 -7.4 -4.0 18.4

Performance of bonds and commodities

Fixed Income Indices Last 1m Return (%) YTD Return (%) 1y Return (%)

SBI AAA-BBB 140.3
SRR BLE
s SRR ARBIORNE, e A s s

0.2
-0.6
-0.1

Commodity 1m Change (%) YTD Return (%) 1y Return (%)

Gold 5279 -11.6 7.6 49.4

3 11.5

“Copper U "eopas 5

*6



Switzerland Mauritius

Rue Frangois-Bonivard 12 ¢ 1201 Geneva Suite 301 & Grand Baie Business Quarter
t+41 22906 81 81 Chemin Vingt Pieds ¢ Grand Baie 30529

Republic of Mauritius
Schauplatzgasse 9 ¢ 3011 Berne t+23026346 46

t+4158404 2941 . . .
info@probuspleion.mu  www.probuspleion.mu

Boulevard de Grancy 1 ¢ 1006 Lausanne
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Disclaimer: This document has been prepared using sources believed to be reliable but should not be assumed to be accurate or complete. The statements and
opinions it incorporates were formed after careful consideration and may be subject to change without notice. The author and distributors of this document
expressly disclaim any and all liability for inaccuracies it may contain and shall not be held liable for any damage that may result from any use of the information
presented herein. Past performance is not indicative of future results. Values of an investment may fall as well as rise. This document is intended for information
purposes only and should not be construed as a recommendation, an offer or the solicitation of an offer to buy or sell any investment products or services. The
use of any information contained in this document shall be at the sole discretion and risk of the user. Prior to making any investment or financial decisions, an
investor should seek individualized advice from his/her financial, legal and tax advisors that consider all of the particular facts and circumstances of an investor's
own situation.

DIFC: This document is directed at Professional Clients as defined under the rules and regulations of the Dubai Financial Services Authority (DFSA). Probus Pleion
Middle East Limited is regulated by the DFSA.

Switzerland: This document is directed at Professional Clients and/or Qualified Investors as defined under the rules and regulations of the Swiss Financial Market
Supervisory Authority (FINMA). Pleion SA is regulated by the FINMA.

Mauritius: This document is directed at Professional Clients and/or Qualified Investors as defined under the rules and regulations of the Financial Services
Commission (FSC).

Luxembourg: This document is directed at Professional Clients and/or Qualified Investors as defined under the rules and regulations of the Grand-Duchy of
Luxembourg. Clients’ data is protected under the REGULATION (EU) 2016/679 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 27 April 2016 on the
protection of natural persons with regard to the processing of personal data and on the free movement of such data, and repealing Directive 95/46/EC (General
Data Protection Regulation).

Data Privacy Policy Important Notice: Companies within the Probus Pleion Group recognize the importance of keeping the personal data of its customers and
other counter-parties confidential and protecting their privacy rights. While each company within the Probus Pleion Group has its own privacy policy in
accordance with the applicable standards, you may access Probus Pleion Group global privacy policy at the following url: https://www.probuspleion.com/data-
protection-policy



