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Chart #2

All U.S. banking stocks are:down
since the beginning of the year

Interest on US debt explodes

All' U.S. banking stocks are down since the start of the year, the S&P500
continues to be buoyed by large tech stocks and interest on US debt
continues to climb rapidly. Each week, the Syz investment team takes
you through the last seven days in seven charts.
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Large technology stocks with exposure to the artificial
intelligence theme continue to contribute disproportionately
to the S&P 500's rise this year. Without these stocks
(Alphabet, Microsoft, Nvidia, etc.), the S&P 500 would be
down 2% year-to-date, even though the index has risen
about 8%. Last week, Alphabet (Google's parent company)
announced its latest progress in the field of Al which helped
the stock gain 11%. Given its high weight in the index,
Alphabet's rise allowed the S&P 500 not to lose ground last
week, despite a further decline in banking stocks.

Al-related stocks drove virtually all the returns of the S&P 500
this year
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Banking stocks fell again last week after PacificWest Bank
reported a further decline in deposits. Looking at the
performance of the components of the KBW Bank Index,
we can see that all stocks in the sector are now in the red in
2023.
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Using four different valuation metrics (10-year, 5-year, 3-year
and trailing 12-month normalized price/earnings multiples),
we see that the S&P 500 has rarely been this expensive.
And this despite the many doubts (for example, debt ceiling
crisis, risk of recession, inflation, etc.) that investors are
currently facing.
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In the United States, interest on the debt, at $928 billion,
now exceeds defence spending and continues to climb
rapidly. Interest payments on the public debt are expected
to reach $1.1 trillion next year.
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US debt ceiling anx
20M1?

Treasury Secretary Janet Yellen said a few days ago that
there are “simply no good options” for breaking the debt
limit impasse in Washington other than Congress lifting
the ceiling and warned that invoking the 14th Amendment
would cause a constitutional crisis. “We shouldn’t get to
the point where we should be asking whether the president
can continue to issue debt without Congress lifting the
debt ceiling,” Yellen said Sunday on ABC’s “This Week.”
“It would be a constitutional crisis. Constitutional scholars
and economists are divided on whether the administration
can continue to issue debt, citing a provision in the U.S.
Constitution that says the validity of government debts
“shall not be questioned.”

During the 2011 crisis, the markets had moved in a relatively
narrow trading range before experiencing a phase of high
volatility and a sharp correction when the debt ceiling crisis
reached its peak. Below is the S&P 500 in 2011 (red line) and
the S&P 500 in 2023 (green).
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Price increases cor
the United States

U.S. inflation continues its slowing trend. The CPI index
reached 4.9% year-on-year in April, a figure in line with
consensus expectations and down slightly from the March
figure. This is also the lowest inflation rate since April 2021. It
is also worth noting that the super-core index (i.e., adjusted
for energy, food, and real estate prices) reached 5.1% y/y

in April, a sharp slowdown from 5.8% in March. While these
figures are above the U.S. Federal Reserve’s target rate of
2%, we have clearly entered a disinflationary phase relative
to 2022.
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Estimated US Supercore CPI YoY% Including Topline Contributions

Source: Bloomberg

Long-term inflation
U.S. at their highes

While the infiation figures for the month of April published
on Tuesday had reassured the markets, a survey conducted
among American consumers by the University of Michigan
has somewhat dampened investor optimism. Indeed, this
survey shows that not only is consumer sentiment eroding,
with negative consequences for growth, but also their
expectations for long-term inflation (5 to 10 years) have not
been this high since 2008. The spectre of stagfiation once
again loomed over the markets during Friday's session on
Wall Street.

Long-Term Inflation Expectations Reach 12-Year High
Sentiment slumps to six-month low on debt-limit, economy worries
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This marketing document has been issued by Bank Syz Ltd. It is not intended for distribution to, publication, provision or use by individuals or legal entities that
are citizens of or reside in a state, country or jurisdiction in which applicable laws and regulations prohibit its distribution, publication, provision or use. It is not
directed to any person or entity to whom it would be illegal to send such marketing material.

This document is intended for informational purposes only and should not be construed as an offer, solicitation or recommendation for the subscription,
purchase, sale or safekeeping of any security or financial instrument or for the engagement in any other transaction, as the provision of any investment advice
or service, or as a contractual document. Nothing in this document constitutes an investment, legal, tax or accounting advice or a representation that any
investment or strategy is suitable or appropriate for an investor's particular and individual circumstances, nor does it constitute a personalized investment

advice for any investor.

This document reflects the information, opinions and comments of Bank Syz Ltd. as of the date of its publication, which are subject to change without notice.
The opinions and comments of the authors in this document reflect their current views and may not coincide with those of other

Syz Group entities or third parties, which may have reached different conclusions. The market valuations, terms and calculations contained herein are
estimates only. The information provided comes from sources deemed reliable, but Bank Syz Ltd. does not guarantee its completeness, accuracy, reliability
and actuality. Past performance gives no indication of nor guarantees current or future results. Bank Syz Ltd. accepts no liability for any loss arising from the

use of this document.



