STRATEGY OUTLOOK

January 2025




Key takeaways-

- 2024 - Trump 2.0 begins.
- 2025 - US outperformance and the Year of the Snake.

2024 was, overall, a positive year for portfolios. Politics dominated, the feared recession didn't
happen, geopolitics was, at best, just a talking point and the US economy outperformed as Europe
and China struggled. Inflation was tamed closer to target; US government spending remained a
major prop to growth and authorities kept liquidity around markets free flowing.

Markets since the election have been euphoric. The
effective secular stagnation now has the potential to give way to
productivity and technology booms. Never have experienced
businesspeople been in powerin DC. It's almost kin to the Regan
years who also was not a professional politician. Javier Milei is
the same.

SNAKE The reality will undoubtedly be different irrespective of the very
o credible members of Mr Trump’s team, a team that was
clearly absent during much of Trump 1.0. The euphoria will
fade but the pace of change is probably going to be swift. But at
what price - deregulation, deficit reduction, tariffs, forced
repatriation, culling of Government departments, geopolitics all have costs.

In the Chinese zodiac, from January 29, 2025, to February 16, 2026, it's the year of the Wood

Snake. The snake, in Chinese astrology, is known for its wisdom, charm and intuition. The Wood
element adds qualities of growth, flexibility, and creativity. You either believe or not I suppose.
However, upon my research the writer was born in a previous year of the Snake so, apparently, I
should expect significant personal growth and challenges that will help me to rediscover myself!

Overall, 2025 is unlikely to see the asset returns of 2024. Markets will be bumpy, and we should
hope for pullbacks as these are an important sign of a healthy market. Risk assets should
have a positive year with continued US asset outperformance. What inflation and the USD do
are clear questions seeking answers.

The year past saw the following performance from assets, in USD terms:

e S&P + 23.3%

e Nasdaq +24.9%

e SMI -3.4%

e Euro Stoxx 50 +1.3%

e FTSE 100 +3.7%

e FTSE MIB (Italy) +5.8%
e Japan +5.5%

e China +11.6%

e S.Korea-21%

e India + 5.8%

e Hong Kong +18.3%

e Emerging Markets +5%
e Latin America -28.1%

e Nvidia +171.2%

Netflix + 83.1%

Google +35.5%

Novo Nordisk -16%

Adobe - 25.5%

Moderna - 58.2%

Intel - 60.1%

Bitcoin +120.5%

Ethereum +46.6%

Gold + 27.2%

Bonds - US government +0.6 %.
Bonds - US corporate IG +2.1%
Bonds - US high yield + 8.2%
Oil WTI +0.1%

USD Index +8%
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Looking forward into 2025

“Economic expansions do not die of old age, they are murdered” Rudi Dornbusch

With the prospect of such change clearly the risk of murder is high. Under Trump 1.0 we'd
probably be pessimistic on the outlook however, again, his team are experienced individuals. So,
like any team, it's whether these successful individuals can work together for the team
or not.

We know the first two years of a new Presidential term tend to be positive but it's going to be
tough for 2024 performance to be repeated. Earnings are the bright light and should benefit
from tax cuts, deregulation, tariffs and a far, far more pro-business outlook. Additionally, the
underlying economy is growing at around +2.4% GDP for Q4.

As the below graph highlights the economic data is moving higher. US assets already reflect this
optimism and although the underlying fundamentals are strong it does feel like some kind of
reversion is due. Markets shouldn’t go up in a straight line so this should be welcome.

Over and above the narrative the fact remains that the value of money is falling by around
8% a year and that’s the ultimate benchmark for investors.
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Opportunities in 2025

There are a lot of known unknowns all of which have the capacity to both surprise and disappoint.
Ultimately it looks even more like a US centric world where US assets perform, and the USD sees
inflows. What will force foreign money to move from the US to China or Europe? For that reason,
until we see Fed tightening or cross border outflows the relative and outright strength of US assets
can continue. Technology, where the US has a com petitive advantage, also seems like something
the new Government both understand and are going to fully embrace. However, reducing the
deficit and not causing a recession isn’t going to be easy.

Yet valuations are far from cheap and post the election there is certainly a euphoric feeling within
markets. Valuations elsewhere in the world are a lot more ‘normal’. China has started stimulating
which can supportits asset markets during its period of debt deleveraging which cannot be rushed.
Latin America looks attractive, but it keeps getting more attractive and Europe continues in the
doldrums. Ultimately stocks can continue to move higher powered by earnings. Liquidity is likely
to be kept abundant and should help Gold and Bitcoin see further gains. Gold did a great job in
2024, it rallied 27.2% yet was negatively correlated (-0.45) with US equity markets.

Bonds can continue to do ok albeit it's tough to see significant interest rate cuts from here. The
market already prices in a fall of 100bps in 2025 which, if anything, probably feels a bit excessive.
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Corporate spreads are already very expensive yet, ultimately, reflect corporate balance sheet that
are very healthy. High yield spreads are a good point of reference for the detection of any
reversal.

Normalized As Of 01/31/2014
Last Price
mMSCI USA Price Return USD Index 341.86
sMSCI Europe Index 158.25
MSCI China Index 109.75
=MSCI Emerging Markets Index 118.00
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Source - Bloomberg/Reyl Overseas

Where the USD goes will be key. The fundamental story of the US remains clear, yet the new
management would certainly prefer some weakness. Ultimately, it'll probably remain on the
stronger side, there really aren’t any other currencies anywhere near as attractive. The inflation
outlook would certainly be helped by a little strength, but time will tell.

So, 2025 is going to be a very interesting year. Let's not forget the US has a huge debt mountain
to deal with. It's tough howeverto see past US assets continuing to outperform as per the above
graph. Assets aren’t cheap, there is a lot of positivity priced in but earnings and underlying
fundamentals are strong and it seems likely risk assets can have another good year.

“time is the most valuable asset you don’t own” M.Cuban

J. Loudoun

Chief Investment Officer, Reyl Overseas.
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DISCLAIMER

This advisory note is provided by REYL Overseas Ltd, an independent affiliate of the REYL Group,
duly registered as an independent adviser with the SEC.

The information and data presented in this advisory note are given for informational purposes only
and are not to be used as, or considered to be, an offer or solicitation to buy, sell or subscribe to any
securities or financial instruments.

This information does not take into consideration the specific investment objectives, financial
situation or particular needs of any person that enters into a relationship with REYL Overseas Ltd
which must be done by written agreement. 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 changes in economic, financial or political factors, time to maturity, market conditions
and volatility, or the credit quality of any issuer or reference issuer.

REYL Overseas Ltd does notrender or offer to render personalized investment advice in this advisory
note. REYL Overseas Ltd may only transact business or render personalized investment advice in
those States whereitis registered or where an exemption or exclusion from such registration exists.

Foreign currency rates may have a positive or adverse effect on the value, price or income of any
security or related investment. Many factors may affect the value of a financial instrument, and
accordingly, investors effectively assume all risks and may receive back less than they had originally
invested.

Past performance should notbe taken as, and is not, an indication orguarantee of future performance
and no representation or warranty, expressed orimplied, is made by REYL Overseas Ltd regarding
future performance.

Any information contained on this advisory note does not constitute the investment policy or strategy
of REYL Overseas Ltd oran investment recommendation, but merely the different assumptions, views
and analytical methods of those who prepared it. The information, opinions and estimates expressed
in this advisory note reflect a judgment as of its original publication date and are subject to change
without notice.

Proprietary papers and writings are the opinion of REYL Overseas Ltd. Other articles, links, and
information contained herein are obtained from sources REYL Overseas Ltd believed to be reliable.
Although all reasonable care was taken in gathering the information and formulating the opinions
contained herein, REYL Overseas Ltd does not make any representationwhatsoeveras to its accuracy
or completeness. Accordingly, REYL Overseas Ltd accepts no liability for any loss arising from the
use of this note, which are made available for information purposes only.

This advisory note is not directed to, orintended for distribution to or use by, any person or entity
who 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.

Clients should consult their adviser with regard to any questions they may have. Please be aware
that there are risks associated with all investments and investment strategies.
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