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Easing prospects diminished as US

Overview

Equity markets ticked up last week on the back of US tech
stocks. And despite the Fed chair’s guarded message
about a rate cut in March, bond yields even manage

to bounce slightly, with the yield on 10-year Treasuries
swinging back above 4%. The German counterpart rose
above 2.25%.

The strength of the US labour market, which added
353,000 non-farm jobs in January (more than the 180,000
forecast), is delaying the prospect of the Fed’s first rate
cut. The shortage of workers could trigger a rise in wages,
in turn sending inflation heading in the opposite direction.
All this is why the Fed is talking cautiously as regards the
short-term outlook. Even now, Powell has revised down
his number of likely rate cuts in 2024 from four to three.

Strength of US labour market could postpone first
rate cut

The number of job vacancies swung upwards in
December to 9.026 million (according to the latest Labour
Department survey), reflecting the resilience of the labour
market to interest rate rises so far.

At the same time, 224,000 initial jobless claims were
announced for the week of 22 January, an increase of only
9,000 on the previous week.
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Looking at economic stats, the manufacturing sector
staged a recovery in January, as evidenced by a PMI of
50.7 versus 47.9 in December. New orders returned to a
positive trend, but cost inflation accelerated to its highest
rate in nine months.

In contrast, productivity growth rebounded strongly in
the second half of 2023, boosting Americans’ purchasing
power and helping to reduce inflationary pressures.

Here in Europe, 12-month inflation slowed in January,
aligning with estimates. The harmonised consumer price
index (HCPI), calculated using Eurostat methods, rose
2.8% year-on-year last month versus +2.9% in December
but slowed to +3.6% from +3.9% the previous month
when excluding unprocessed food and energy prices.
Inflation continued to slow in Germany in January,
reaching its lowest level in 36 months according to the
Federal Statistical Office.

Inflation slowing in Europe

Against this backdrop, the S&P 500 ended the week up
1.38%, Nasdaq gained by 1.12%, while the Stoxx Europe
600 was static at 0.02%.
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Key data

EURO MSCI
USD/CHF EUR/CHF SMmi STOXX 50 DAX 30 CAC 40 FTSE 100 S&P 500 NASDAQ NIKKEI Emerging
Markets
Latest 0.86 0.94 11'390.13 4'635.47 16'961.39 7'634.14 7'635.09 4'890.97 15'455.36 35'751.07 985.10
Trend » »> 4 4 4+ 4+ » 4 4 4 »
YTD 2.67% 0.96% 2.27% 2.52% 1.25% 1.21% -1.27% 2.54% 2.96% 6.83% -3.77%
(values from the Friday preceding publication)
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allocating a large proportion of their CAPEX to Al — an industry that is 8000
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set to grow rapidly in the coming years as more and more companies
jump on the bandwagon.

Alphabet, Meta Platforms and Amazon all made forward-looking statements about how Al will improve their services.
Meta even raised the ceiling on its 2024 CAPEX forecast by USD 2 billion to USD 37 billion.

Growth was underpinned by cloud businesses, fuelled by the adoption of new Al-powered solutions. Revenues grew by
28% at Microsoft’s Azure, by 24% at Amazon’s AWS and by 26% at Google Cloud. Digital advertising also generated
more revenue than previously in the last quarter of 2023, supporting top lines at Alphabet and Amazon.

The excellent results for its fiscal Q2 have reinforced Microsoft’s position as Al market leader. The group is primely
positioned to profitably harness the increased prominence of this theme in areas ranging from productivity and data
security to corporate overheads. During the investor call, Microsoft’s management said that the productivity of its
employees on specific tasks improved by 70% when using GenAl, and it highlighted the potential savings in operating
expenses that companies can achieve by using Al on a large scale.

The Al theme is highly promising, and these developments will doubtless underpin tech giants’ growth. However, their
revenue growth is already reflected in share prices to some extent. Their multiples are looking stretched, and this calls
for caution in the short term.
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This document is provided for your information only. It has been compiledfrom information collected from sources believed to be reliable and up to date, with no warranty as to its accuracy or completeness.By their very
nature, markets and financial products are subject to the risk of substantial losses which may be incompatible with your risk tolerance.Any past performance that may be reflected in this documentis not a reliable indicator
of future results.Nothing contained in this document should be construed as professional or investment advice. This document is not an offer to you to sell or a solicitation of an offer to buy any securities or any other
financial product of any nature, and the Bank assumes no liability whatsoever in respect of this document.The Bank reserves the right, where necessary, to depart from the opinions expressed in this document, particularly
in connection with the management of its clients’ mandates and the management of certain collective investments.The Bank is a Swiss bank subject to regulation and supervision by the Swiss Financial Market Supervisory
Authority (FINMA).It is not authorised or supervised by any foreign regulator.Consequently, the publication of this document outside Switzerland, and the sale of certain products to investors resident or domiciled outside
Switzerland may be subject to restrictions or prohibitions under foreign law.It is your responsibility to seek information regarding your status in this respect and to comply with all applicable laws and regulations.We
strongly advise you to seek independentlegal and financial advice from qualified professional advisers before taking any decision based on the contents of this publication.
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