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A Fed rate cut as early as September?
Read more on page 2

Image source: iStock

Falling inflation is reshaping markets

Good inflation figures are raising hopes for a new rate cut by the FED as soon
as September. Small and mid-caps are reaping the benefits of the shifting
tides, while Biden’s odds have taken a turn for the worse. Each week, the Syz
investment team takes you through the last seven days in seven charts.
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Inflation continues to slow in the US

Inflation in the United States continued to slow in June to
3.0% year-on-year, compared with 3.3% the previous month,
with prices even falling slightly (-0.1%) month-on-month,
according to the CPI index published on Thursday. These
figures fly in the face of market expectations, which had
been counting on a rate of +3.1% year-on-year and +0.1%

on a sequential basis. The "core CPI" index, which excludes
volatile food and fuel costs from the reference basket, came
in at 3.3% (compared with the consensus of 3.4%).

This is the 39th consecutive month in which inflation has
been at or above 3%. It is also the third consecutive month in
which CPI inflation has fallen. The six-month annualized rate
fell to 3.3%, the lowest since October.

U.S. Core CPI (YoY % Change)
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A Fed rate cut as early as September?

Good inflation figures are boosting the prospects of a cut

in the US Federal Reserve's benchmark rates as early as
September. The market is now giving an 83% probability of a
rate cut in the autumn.
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Heavy rotation on US equity markets
following the publication of inflation
figures

A very interesting phenomenon occurred on Wall Street
following the publication of the US inflation figures. The US
small-cap and mid-cap index rebounded strongly, while the
S&P 500 large-cap index ended the session in negative
territory. The difference in performance between these
two indices over the day was 4.5% (see chart above),
representing a standard deviation of almost 6 times the
average and the 2nd largest daily outperformance in history
(the largest difference was recorded on 10 October 2008).
This outperformance comes after a very long period of
underperformance by small caps relative to large caps (see
lower chart).

Daily Returns: Russell 2000 ETF minus S&P 500 ETF ($IWM - $SPY)
May 2000 - July 2024
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What is the link between US inflation figures and this sudden
renewed interest in small and mid-caps?

The publication of infiation figures that were below
expectations and down for the third month in a row (see
chart #1) greatly increases the likelihood of an interest rate
cut in September (see chart #2). However, history shows
that interest rate cuts have often led to periods when small
and mid-caps outperform large caps in the 6 to 12 months
following the first rate cut (see chart below).

Prior to the publication of the inflation figures, portfolio
managers - and hedge funds in particular - were largely
positioned 'long' large caps and 'short' small and mid-

caps. During Thursday's session, the reversal of the
underperformance trend in small and mid-caps forced hedge
funds to hedge on the short side (small & mid-caps) and sell
on the long side (large caps), in particular the magnificent

7 (see following chart). These forced hedging movements
contributed to the size of the performance differential shown
in chart #3.
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Large-cap technology stocks have outperformed the rest

of the market over a very long period and on a considerable
scale. These stocks are now heavily represented in indices
(and therefore ETFs), equity funds and the long end of
long/short hedge funds. As mentioned above, Thursday's
session saw several positions unwound, with forced sales of
large caps in particular. The ‘Magnificent 7' are the biggest
collateral victims of this extreme movement. Is this the start
of a correction in these iconic stocks?
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Another blunder for Joe Biden. At a NATO summit event in
Washington on Thursday 11 July, the US President ended his
speech by announcing "President Putin” as he welcomed
Volodymyr Zelensky, before correcting himself.

Following this incident, Biden's rating as a potential winner of
the November elections at Predict it (blue line) fell again.

Trump's rating (in red) now stands at 59%, while Vice
President Harris' (in green) has dropped to 27%.

Who will win 2024 US Presidential Election?

it odds of Trump

Joe Biden introduced
Volodymyr Zelenskyy as
‘President Putin’

Source: FT, Bloomberg, HolgerZ
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Olympics

While the organizers of the Paris Olympic Games have set
themselves the goal of making them the "People's Games",
the availability of affordable tickets has been a subject of
discussion in the run-up to the Games. The most expensive
tickets for the athletics, swimming and basketball finals cost
€980, more than 40 times the price of the cheapest tickets
available for some sports. At the other end of the scale,
some events cost as much as €24, which mainly applies to
outdoor events that can also be watched free of charge on
public roads, along the Seine or, if you happen to be in Tahiti,
on the famous Teahupoo wave. According to the organizing
committee, one million tickets were sold at €24, while almost
half of the 10 million tickets available were sold at €50 or less.

The Gulf in Paris 2024
Ticket Prices

Range of ticket prices for the most expensive/cheapest
sports to watch live at the Paris 2024 Olympics

MAG 7 STOCKS SINK Cheapest tickets @ Most expensive tickets
1 WORST DAY SINCE Athletics €24 e <980
JANUARY 25 Basketball €24 e €980
Y{]%RES;“’DAY SINCE Swimming €24 @€980
Gymnastics © €24 I €690
WORST DAY SINCE .
MAY 30 Cheapest sports
_—, Racewalk €24
0, | WORST DAY SINCE
3/«: 185.57 | pppil 29 Mountain biking D €24 ) Q
WORST DAY SINCE Road cycling b €24 A F
MARCH 21 i —
Sailing » €24
Y\\Ig%?_TG%AY Sl * These and other outdoor sports can also be watched for free, e.g. along public roads or along the Seine.

Source: Paris 2024 Organizing Committee
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For further information

Banque Syz SA Charles-Henry Monchau, Chief Investment Officer
Quai des Bergues 1 charles-henry.monchau@syzgroup.com

CH-1201 Geneva

Tel +41 58 799 10 00

syzgroup.com
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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 refiects 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.



