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“Ground control to Major Tom
Take your protein pills and put your helmet on

Planet earth is blue and there’s nothing | can do”
Space Oddity — David Bowie

Sometimes you need to take a few steps back to get a better perspective —and where better than from space?

It’s worth looking at the significant outperformance of US equities versus their global counterparts since 2009,
as it has truly been astounding.
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Source: US vs. Global Equities (USS terms) chart, 1950-2025; Bank of America (BOA) Global Investment Strategy, Bloomberg
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Could this just have been down to the overly generous fiscal and monetary policy that the US has adopted since
2009?
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Source: Government Debt as % of GDP” chart, 2010 — 2024, BIS, MACROBOND

Now that other countries have adopted the same policies, is this the reason for the underperformance of US
equities in the year to date?

The tagline for the first Alien movie was as follows: “In space no one can hear you scream”.

While we would never lower ourselves to screaming, we do believe we have some important observations to
share.

Returning to planet Earth in the very short term, we believe that investors would be well advised to put their tin
hats on.

The sharp rally in markets to pre-Liberation Day levels smacks of complacency to us, and we guess that many
investors could be in for a rather rude awakening.

No trade deals have been signed yet, and our best guess is that this is likely to happen towards Q3 and beyond
this year. We also guess that the final negotiated tariff rates will come in at approximately 15% on an overall
basis (tariffs of 25% on steel, aluminium and autos, alongside general tariffs of 10%), which would put the overall
tariff level at a percentage not seen since the 1940s.
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We don't believe that the full impact of tariffs has yet been felt in the US economy, especially considering that
60% of US households earn less than USD 100,000 a year, with 50% earning less than USD 86,000 a year.

This is likely to be a big problem given that the cost of buying basic necessities for a two-adult, two-child family
amounted to USD 106,903 in 2024.

We will also probably see a drop-off in the consumption of numerous non-perishable items as many consumers
have front-run tariffs by buying goods in advance.

Analyst estimates of US corporate profit growth are approximately 9%, but US companies are either reducing or
pulling their forecasts completely.
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Exhibit 11: Drop-off in mentions of better/stronger vs

worse/weaker
Mentions of "better" or "stronger” vs. "worse" or "weaker" on S&P 500
earnings calls, 1Q03-1Q25 as of 4/17/25
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Source: Mentions of “better” or “stronger” versus “worse” or “weaker” on S&P 500 earnings calls, 1Q03-1Q25, as at 17 April
2025; chart by BofA US Equity & Quant Strategy

Perhaps the peak in US equity markets was when the US made up 75% of the MSCI World index. Given that it
produces less than 26% (including tech) of global economic output, this was simply nonsensical.

US share of MSCI World Index hit 75% recently. Is the long march down to 50% about to start?
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Source: US share of MSCI World Index, 1970 — 2025; chart by Datastream
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Source: Magnificent-7 2024-25: It Is Hard To Sense In Real-Time Whether A Bubble Is Bursting, 2024 — 2025; chart by BCA
Research

We note that US indices, although they are close to their previous highs (for example the S&P 500) have failed
to surpass them.

Looking back at previous points in history, we realise it’s almost impossible to know in real time if you’re in a
bubble, though of course it always seems obvious afterwards.

100
gz
84
77

70

59

49

45

DJIA 1929-30: It Is Hard To Sense In Real-Time Whether A Bubble Is Bursting

© BCOL Rescarch zozs

41 -

DOW JONES INDUSTRIAL AVERAGE 1929-30

Hard to sense the bubble
had burst at this point

— 100

77
70
64
59
54
49

45

41

1529
NOTE: SERIES INDEXED TO 100 AT PEAK,

1930

Source: DJIA 1929-30: It Is Hard To Sense In Real-Time Whether A Bubble Is Bursting, 1929 — 1930; chart by BCA Research
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Cisco 1999-2000: It Is Hard To Sense In Real-Time Whether A Bubble Is Bursting
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Source: Cisco 1999-2000: It Is Hard To Sense In Real-Time Whether A Bubble Is Bursting, 1999 — 2000; chart by BCA Research

Every cloud has a silver lining

Once we get past the short-term speed bump, there is much to look forward to in the medium term.

As recently as six months ago, you would have thought | was completely insane if | had told you that Germany
would take on more debt, abandon its balanced budget (also known as the “black zero”) and talk about reducing
paperwork and taxes. The same would have been true if | had told you that France would discuss becoming more
business-friendly or that the Austrian and French governments would overcome their fear of their respective
farming lobbies to push through a trade deal with Latin America.

Yet these events have now become a reality.

The new US administration has acted like electroshock therapy on a comatose Europe, which has not even had
the luxury of waking up slowly, and instead has had to immediately break into a jog.

We agree strongly with the thrust of Mario Draghi’s report on European competitiveness that Europe can easily
offset the effect of any tariffs by cutting red tape, stimulating its economy and reducing internal barriers.

Our guess is that we’re at one of the major inflection points of the last two decades and that we are likely to see
a multi-year trend of non-US stock outperformance, with valuation metrics playing an ever more important role

as a driver of individual stock outperformance as the momentum trade loses steam.

With valuations this cheap on a relative basis, there is everything to play for!
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The Navigator has been written by:
Peter Ahluwalia
Chief Investment Officer

Disclaimer

Important Information

The information in this material has been approved by swisspartners Advisors Ltd. (“swisspartners Advisors”). As a firm providing
discretionary asset management services, swisspartners Advisors is authorized under the Swiss Financial Market Supervisory
Authority (“FINMA”) as portfolio manager and registered under the U.S. Investment Advisers Act of 1940 with the U.S. Securities
and Exchange Commission (“SEC”) as an investment advisor. Nothing in this material is a recommendation that you purchase, sell,
subscribe or hold, or an offer or solicitation of a purchase or sale of any security, futures, options, other financial instruments or
other investment, that you pursue any investment style or strategy or buy any other product or service. The value of, and income
from, your investments may vary because of several risk factors, including but not limited to market, interest rate, credit,
prepayment, liquidity, volatility and currency risks as well as other circumstances such as changes in interest rates or foreign
exchange rates, securities prices or market indexes, operational or financial conditions of companies or other factors. This list is not
exhaustive and you are strongly encouraged to consult with a qualified legal, tax and financial advisor before making any investment
decision. Investors assume all risk and some or all of the amount invested may be lost.

This material does not take into consideration the specific investment objectives, financial situation or particular needs of any person
that enters into a relationship with swisspartners Advisors. Nothing in this material is or is intended to be investment, accounting,
tax or legal advice. You should consult with your own advisors concerning such matters. swisspartners Advisors does not provide
legal, tax or accounting advice. The information contained herein was obtained from sources believed to be reliable. Although
reasonable care was taken in gathering the information and formulating the opinions contained herein, swisspartners Advisors does
not make any representation whatsoever as to its accuracy or completeness and accepts no liability for any loss arising from the use
of this material. The information, opinions and estimates expressed herein reflect a judgment as of its original publication date and
are subject to change without notice. No representation or warranty, expressed or implied, is made by swisspartners Advisors
regarding future performance. The value and income of any securities or financial instruments can go up as well as down. The market
value of securities or financial instruments may be affected by several circumstances, including among others, changes in economic,
financial or political factors, time to maturity, market conditions and volatility, or the credit quality of any issuer or reference issuer.
Foreign currency rates may have a positive or adverse effect on the value of any investment. Investors assume all risk and some or
all of the amount invested may be lost. This material is not directed to, or intended for distribution to or use by, any person or entity
that is a citizen or resident of, or located in, any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or subject swisspartners Advisors to any registration requirement.

IRS Circular 230 Disclosure: swisspartners Advisors and its affiliates do not provide legal or tax advice. Accordingly, any tax-related
discussion contained herein (including any attachments) is not intended or written to be used, and cannot be used, in connection
with promoting, marketing or recommending to any person any transaction or matter addressed herein or for the purpose of
avoiding U.S. tax-related penalties.

For more information, please visit our website at www.swisspartners-advisors.com | © 2025 swisspartners Advisors Ltd. All rights
reserved.
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