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One Step Beyond...

...is the name of a song by pop group Madness, and also the name of their debut studio album released in 1979.

“One step beyond” and “madness” could also be two terms used to describe the current situation in certain parts
of the US stock market.

APOLLO

S&P TMT market share as high as during the tech bubble
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S&P Technology, Media and Telecom share of S&P 500 market cap, chart: Bloomberg, Apollo Chief Economist
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APOLLO

Price to sales ratio at new highs for the S&P 500

S&P 500 Index, Price to Sales Ratio
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Source: S&P 500 Index, Price to Sales Ratio, chart: Bloomberg, Macrobond, Apollo Chief Economist

APOLLO

The AI bubble today 1s bigger than the IT bubble in the 1990s
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Mote: Data as of February 10 July, 2025. Top 4 and top 10 companies are by market cap. Source: Bloomberg, Apolio Chief Economist.

Source: The Al bubble today is bigger than the IT bubble in the 1990s, chart: Bloomberg, Apollo Chief Economist
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APOLLO
Earnings growth concentrated i the Magnificent 7 and slowing down
% YoY Earnings growth
M Mag 7 M 5P500 Ex Mag 7
40 37
34

35
30
25
20 19
15
10 ) 8

' ) ]

2

. I
- -

_'| 0
2023 2024 2025

Source: Earnings growth concentrated in the Magnificent 7 and slowing down, chart: Bloomberg, Apollo Chief Economist
While we have been saying this for some time, markets and investors have not paid attention.

One step beyond also neatly ties in with my annual Scottish salmon fishing trip to the river Tay. Besides being
one of the biggest and fastest-flowing rivers in the UK, it is also home to the largest rod-caught salmon.

It was my turn to fish the “pot shot” on a famed stretch of the Tay that is known as a great holding lie for salmon
due to its underwater topography of large boulders and underwater rock shelves, which make wading somewhat
tricky. | followed the advice of the ghillie (guide) to wade along the ledge around six feet out (it seems the Scots
are not just thrifty with money but also words!) Slinging my newly purchased, vast net (surely large enough to
land any leviathan | could catch), | waded out into the fast-flowing current. Six feet out | couldn’t ascertain a
ledge so | waded out further and further until | found what seemed to be a rise in the riverbed, which must have
been the ledge. As | took the usual two paces downstream after several casts, a couple of things dawned upon
me. It was getting harder and harder to find where the ledge was, the water behind me was deeper and my net
was acting like a parachute in the river, desperately trying to drag me downstream and throw me off balance.
There was now significantly more of me below the water than above it and my casting was deteriorating rapidly,
leading to high levels of frustration. The ghillie then arrived in a boat and helpfully told me | couldn’t wade further
and should head back to shore.

I had a moment of panic and confusion, as well as a realisation that | may not make it back to shore given that
the water behind, to the side and in front of me was deeper than that | was currently standing in. In reality |
wasn’t really in any danger thanks to the presence of the ghillie — other than that of being teased about this for
years to come of course. | waded back sideways upstream going back the way | came against the full force of the
current, but got to a point where | couldn’t figure out where the ledge was any more. | would have to go for it!
As | turned around fully and took one step to the shore, my net caught in the fierce current and my left leg lost
its footing. | frantically reached out with my wading stick and managed to pull myself to shore, hardly getting wet
in the process.

Two valuable lessons were learned — don’t wade with a net on your back and exercise some prudence.
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Back at the fishing lodge later that day, the ghillie dryly commented that even he wouldn’t wade out that far.
When things get tricky on the markets (and at some point they surely must), will investors panic like a bolting

horse and get swept downriver rather than making it safely to shore? History has some very telling lessons in this
regard. Exercising prudence, while not fashionable at the moment, may prove to be fortuitous in the future.

Despite record levels set by the S&P 500 index, things are not as they seem beneath the hood, with many stocks
hitting lows or flatlining and only a handful driving the index higher.

APOLLO

S&P 500 reaching new highs while percentage of index members reaching new highs low

—S&P 500 Index, Percentage of Members with New 52 Week Highs, rhs —S&P 500 Index, lhs
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Source: Bloomberg, Macrobond, Apolle Chief Economist

Source: S&P 500 reaching new highs while percentage of index members reaching new highs low, chart: Bloomberg, Apollo
Chief Economist

Perhaps some of these could be a safe haven in stormy conditions, or indeed other parts of the world such as
Europe, where investor positioning and valuations remain muted and which has the benefit of more generous
fiscal stimulus.

China could also prove to be a safe haven given the low rates (around 1%) savers are receiving on deposit and
their aversion to wealth management products and real estate, both of which have gone through recent crises.
Equity participation in local markets may be the course of action for savers looking to enhance meagre returns.

1929...

..was an interesting year for markets, and Wall Steet in particular. It is also the title of a new book written by
Andrew Ross Sorkin (of Too Big To Fail fame). Rather than trying to explain what happened, the work allows
readers to relive the events week by week. Personally, | can’t wait to read this book on its release in October.

Investors during that period believed the good times could last forever, driven by huge new technological
advances such as the radio, vacuum cleaner, electrification, washing machines and automobiles. This encouraged
the “New Era” thinking where the prospects were so bright that valuations didn’t matter. Despite 1929 being a
notorious year, it was actually a relentless unwinding (with some vicious rebounds) that resulted in the Dow
index losing 80% from its 1929 peak by 1932.
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The weather

But perhaps it’s time to move on and talk about less unpleasant things such as the weather, which to us seems
cloudier than normal. The signals from the US economy also appear rather more opaque than usual. While the
recent interest rate cut by the FOMC was briefly celebrated by markets, the rationale (slowing job creation) could
be attributed to many factors besides a weakening economy. Could immigration curbs, CEOs’ uncertainty over
tariffs (causing them to pause hiring) or the realisation that it may be more lucrative to play the stock market
rather than actually working be other reasons? While rate cuts could help smaller companies and the lower end
of the consumer segment, which tend to have high debt, they are highly unlikely to stimulate job growth if the
three other factors are the reason for what has been anaemic US job creation recently.

We have no idea —and probably won’t for a while yet — what the impact of tariffs on the economy and consumers
are. Early indications are that many companies have absorbed the costs, but can they do this forever while
staying in business?

Tried-and-tested metric the Buffett indicator (total value of publicly traded US stocks against the nation’s gross
national product) now stands at 217%, significantly above the 200% reached during the dot.com crisis.

One thing we are watching closely is the sharp rise in longer-dated (30-year) government bond yields all the way
from France to China. While they are nowhere near panic levels yet, this trend could indicate that investors are
starting to question the long-term sustainability of government debt across all countries.

Change and turbulence can also bring great opportunities to those who are prepared to seize them, and we have
never forgotten Charles Darwin’s famous quote that human beings have survived because they are the most
adaptable to change. We believe we are ready.

The Navigator has been written by:
Peter Ahluwalia
Chief Investment Officer
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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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