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Key takeaways-

- Vshaped recovery in stocks.
- Reagan-omics is back.

Whether equity markets simply got used to the “noise” emanating from the wheeling and dealing of the
current Administration or, behind the scenes, liquidity was pushed into the market we will probably
never know. Irrespective the equity markets rallied back strongly fo create a V shaped move (see
chart) from the highs in February to the lows in April and back up.

Another reason away from the “tariff games” for the V shape is the consistent messaging from US
Treasury Secretary Bessent. Bessent is not a career politician or Government official having his time in
the sun, but rather a Wall Street veteran. His stated aim is simply to grow the economy to stabilise the
fiscal situation. The economy however needs to grow at a rate above 6.6% yoy just to keep the level of
debt constant. The only times US nominal GDP growth has grown af these levels was 1965-1985 (high
inflation), the Dot-Com bubble, the Housing bubble (mid 2000) and the everything bubble (post
COVID).

However, buyers of debt are required. One new buyer of US debt may be stablecoins (the new
Administrafion are pushing digital currencies) or the possibility of privatising Freddie and Fannie, forcing
them to buy mortgage-backed securities. | think we can now assume DOGE (The Department of
Government Efficiency) has failed as it seems to have disappeared from Administration press
conferences. DOGE sought to reduce government waste and hence reduce debt. Mission
Impossible?2
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So, if this game plan is to be believed we should expect to see more and more deregulation, tax cuts, a
reduction in tariff news and lower interest rates. This strategy is somewhat like the Reaganomics
playbook. The issue is getting interest rates down. We should also expect continued loss of Dollar
purchasing power albeit this is not unique to the Dollar. Longer term Gold, Bitcoin and select stocks
should continue to outperform.

The second graphic highlights the Japanese Debt/GDP versus the US Debt/GDP. If this is used as a
playbook by the Administration, it backs up the recommended assets highlighted above.

One extreme worth being aware of is what happened in WW2. The US capped the yield on its debt
from 1942 to 1951 as it ramped up spending for the war. In that period the Fed’s balance sheet rose 8-
10x. Is war-like spending likely — probably not but at the most basic level demand and supply laws exist.
You can't keep increasing supply and for price to remain constant.
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Japanese bond yields continue to rise (prices fall) due to excess supply and a lack of demand. Inflation
rates also in Japan are above the yield available on the debt making bonds a poor investment in real
terms. The holders of all these bonds — Japanese insurance (13.4% owners), pension funds (8.9%) and
the Government (52%) will be witnessing mounting losses.

US Fed Balance Sheet as % of GDP

v. BOJ Balance Sheet as % of GDP (leading 10 years)
Sources: FFTT, Fed, BOJ
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We remain sceptical of the risk of an outright recession, however, that solely depends on Trump's tactics
which must continue (in some form) for credibility’s sake. He was elected on an “America First”
mandate and so the current direction is well in line with this mandate. Ultimately, he has to the midterms
in less than 2 years’ time.

The third graph highlights some high frequency economic data. Jobless claims (white) have not risen,
nor has there been any change in retail spending (blue) by consumers. Indeed, overall US economic
data has been improving. In the recent earnings calls management however remained wary and
many are bringing in performance reviews, which you could argue, are the first step for allowing layoffs
fo occur.

Last Price
=S Initial Jobless Claims 4 Week Moving Average SA (R1) 230.750
= Johnson Redbook Index Same Store Sales Weekly YoY (L1) 6.10
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In Europe the war against cash continues. The EU are now proposing a “wealth register” to “help with
financial fransparency”. Hmmm. Spain also announced that if you wish to withdraw more than 3k in
cash you must noftify the tax agency at least 24 hours in advance. Failure may see fines of up to 150k.
These are signs that being in control of your assets and in favourable jurisdictions is increasingly
important economically and politically.

In summary we remain close to neutral with cash available. The doom and gloom both from a tariff
and recessionary point of view look overdone. The market has however bounced in a V shape and
needs fo break all-fime highs to progress
further so there is natural resistance.

S0 ARE YOU
READY TO MAKE
A TRADE DEAL 7

We halved our position in Gold last month
looking for some weakness, which as of yet,
hasn't occurred. The price hasn't advanced
but looks to be consolidating which may be
very positive. We would use any weakness as
a buying opportunity as the long-term trend is
clear. If debft levels are indeed increased,
then Gold should perform well. Additionally,
we added more exposure into our Alternatives
bucket with additional Bitcoin and a

— __———= long/short equity fund being added. We
AV E ), remain in effective wait-and-see mode with
cash available if the opportunity arises, but the bulk of holdings fully invested.

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 intfo 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 securifies or financial insfruments may be affected by changes in
economic, financial or political factors, fime to maturity, market conditions and volatility, or the credit
quality of any issuer or reference issuer.

REYL Overseas Ltd does not render 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
where it is 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 orincome 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 not be taken as, and is not, an indication or guarantee of future performance
and no representation or warranty, expressed or implied, 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 or an 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 fo 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 alll
reasonable care was tfaken in gathering the information and formulating the opinions contained herein,
REYL Overseas Ltd does not make any representation whatsoever as 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, or infended 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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