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~Chart #4: Is French debt the new nightmare
for European markets?
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French debt: the next big risk for Et

Between France’s increasing yields and the UK’s colossal debt-to-GDP ratio,
Europe is facing difficulties financing itself. Meanwhile, SNB head bows out with a
last rate cut and China unveils its massive stimulus plan.

Each week, the Syz investment team takes you through the last seven days in
seven charts.

Charles-Henry Monchau
Chief Investment Officer



One last rate ct

Mr. Jordan waves goodbye with a last rate cut. The SNB cut

its key rate by 25bp to 1.00%. Since the June meeting of the
SNB, two developments have led the central bank to opt for an
additional monetary policy easing:

1. Inflation has continued to slowdown throughout the summer
and has proved to be below the SNB estimates.

2. In parallel, the Swiss franc has strengthened against both the
US dollar and the euro, back around the levels of end-2023
and close to record highs.

This combination of softer current inflationary pressures

and additional disinflationary pressures from the strong CHF
warranted to cut the key rate further. With this reduction, the
SNB simply brings back its monetary policy at the neutral level,
with areal rate close to 0%.

Indeed, the SNB’s move is an adjustment of its policy to the
slowing inflation rate (from 1.4% to 1.1%), that maintain the
monetary stance as it was in June. It cannot be seenas a
proper “monetary policy easing” as it would have been the case
had the SNB cut its rate by 50bp. The resilience of economic
growth in Switzerland so far, along with some lingering upward
pressures on prices in the service sector, may have prevented
the SNB to opt for a clear easing signal at this stage.

The outlook for SNB rates will remain highly dependent on
developments on the inflation and on the Swiss franc sides. The
SNB revised its infiation projections lower compared to June: it
now expects inflation to settle around 1% till the end of 2024,
before slowing down further in 2025 with an average expected
rate of 0.6% (and 0.7% for 2026). This clearly highlights the
fact that inflationary pressures have been dampened in the
Confederation.

In this context, the SNB must ensure that monetary policy
remains at least neutral, and possibly slightly accommodative if
economic growth dynamics remain moderate. Based on inflation
forecasts, another 25bp rate cut may be needed to keep the real
rate near 0%. The weakness of economic growth in neighboring
European economies, the global rate cut cycle at play across
most developed economies, political uncertainties in Europe
and global geopolitical risks could all add upward pressures

on the Swiss franc in the coming month. In that respect, the

SNB reiterated its readiness to intervene in the forex market if
needed. Should the CHF strengthen further by the end of the
year, more rate cuts could follow in December and into 2025.
After having finally exited negative interest rates, the SNB
probably wants to avoid falling back into such a situation.
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China rolls out |
rescue property

Chinese authorities have recently unveiled a broad stimulus
package to stabilize the struggling property market and
support the country’s economy. A key component of the plan
is the People’s Bank of China (PBOC) cutting mortgage rates
for individual borrowers and lowering the reserve requirement
ratio (RRR) for banks by 0.50 percentage points.

Additionally, the minimum down payment for second-home
purchases has been reduced from 25% to 15%. Further
cuts to the RRR, potentially between 0.25 to 0.5 percentage
points, are being considered for later this year, though
these adjustments will not apply to smaller banks. Lastly, the
government has proposed a $113 billion market stabilization
fund, representing less than 1% of China’s total stock market
capitalization, to bolster the financial sector.

These measures triggered an immediate 4.3% surge in the
CSI 300 index. But will these efforts be enough to face one of
the biggest real estate bubbles bursts?
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Record short in
stocks

The following chart illustrates the potential for Chinese stocks
to have a more significant and lasting impact than most
investors anticipate: Short interest in Chinese equities has
reached all-time highs. As these stocks begin to appreciate

in value, short sellers will be forced to cover their positions,
driving further momentum in the market’s recovery.

FXI
iShares China Lnrgu-Cnp ETF

| N P e %w

Short Interest (%)

China Sherts are AL
Even more tha

“Bull Markets are born on pessimism.”
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The announcement of the new French government led by
Prime Minister Michel Barnier has failed to instill confidence
in financial markets. For the first time since 2007, France’s 10-
year bond yields have exceeded those of Spain.

Source : HolgerZ, Bloomberg
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For the first time since 1961, the UK’s public debt has reached
100% of GDP. As illustrated in a chart from Deutsche Bank,
this marks the third super cycle of indebtedness since 1700.
The Office for Budget Responsibility (OBR) forecasts that
debt (as a % of GDP) could rise to 274% by 2073-74. The
previous two cycles were primarily driven by wars, while this
one results simply from an increase in public spending that
exceeds the government’s capacity or willingness to raise the
necessary taxes.
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According to Gallup polling data, public trust in major
American institutions has significantly declined from 1973

to 2024. Institutions such as the U.S. Congress, large
corporations, the media, the presidency, the Supreme Court,
and religious organizations have all experienced a collapse
in trust levels, dropping from 40% to 60% in the 1970s to
around 20% or less in 2024. The chart below illustrates the
gradual and profound erosion of credibility faced by these
institutions.
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Trustin most US institutions
has withered

Percentage of respondents who have a “great deal” or “fair amount” of
confidence
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This last week, Gold has achieved yet another record, with

a remarkable 30% increase in value since the beginning of
the year. This marks gold’s best annual performance of the
century. Looking ahead, trends such as de-dollarization and
escalating geopolitical tensions are likely to keep demand
for gold strong. Additionally, the growing fiscal pressures

in the United States, such as increasing public debt and
interest payments, reinforce gold’s role as a reliable hedge
against inflation. Concerns from the International Monetary
Fund about the sustainability of U.S. fiscal policies also boost
gold’s appeal as a safe haven investment.

Gold performance by year
2024 s best YTD
performance this
century

Source: ZeroHedge, Bloomberg
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For further information

Charles-Henry Monchau, Chief Investment Officer
charles-henry.monchau@syzgroup.com

Banque Syz SA

Quai des Bergues 1 T. +41 58 799 10 00

CH-1201 Geneva 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.



