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Economical Outlook 2025

2024 Financial Markets Recap

Equity markets delivered robust gains in 2024, driven by
central bank rate cuts, resilient economic growth, and
enthusiasm for generative Al. Mega-cap tech stocks led
performance, while U.S. equities outperformed globally
due to strong growth, with European equities lagging amid
stagnant growth and political uncertainties. Market-cap-
weighted indices significantly outperformed equal-
weighted counterparts, with the MSCI World Index
returning 19.2% in USD and the S&P 500 gaining 25%.
Valuation-driven returns dominated, pushing valuations to
levels last seen during the late-1990s tech bubble.

In the bond market, quality bonds delivered positive
returns in 2024, with investment-grade bonds returning
near 3% year-to-date. The 10-year U.S. Treasury yield,
initially projected to fall to 3.5% by year-end, reached
3.6% by September. However, stronger economic growth
data and inflation expectations under the new U.S.
administration pushed yields higher, ending the year at
approximately 4.4%.

US Economic Outlook

The U.S. economy continues to demonstrate resilience,
defying expectations of a sharp slowdown due to higher
interest rates. In 2024, GDP growth is estimated at 2.7%,
supported by strong nonfarm payroll gains and robust
consumer spending driven by healthy incomes and
moderate savings rates. GDP growth in 2025 is projected to
remain robust, with falling inflation and anticipated interest
rate cuts by the Federal Reserve likely to ease pressure on
households and businesses. Tax cuts and deregulation
under President Trump could provide additional tailwinds.
However, risks such as potential broad-based tariffs, limits
on migration, and long-term fiscal imbalances pose
challenges. A persistent budget deficit and slower labor
supply growth may lead to inflationary pressures and
constrain further expansion.
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Policy and Trade Risks

Proposed tax reforms and deregulation focus on
stimulating domestic productivity, particularly in Financials,
Manufacturing, and Energy sectors. However, tariff policies
targeting imports, especially from China, could disrupt
supply chains, reduce corporate profits, and exacerbate
sectoral disparities. While “America First” policies may
support domestic growth, trade tensions and geopolitical
uncertainties remain key risks.

Eurozone Outlook

The Eurozone economy shows mixed signals, with third-
quarter GDP growth surprising at 0.4% quarter-on-quarter,
driven by recovering consumer spending as real incomes
improve and savings rates decline. While investment and
manufacturing remain weak, a gradual rebound is
expected as interest rates fall and global trade improves.
Inflation is projected to return to target gradually, with
disinflation supported by moderating wage growth and
easing services prices, despite potential volatility from
fading fiscal support and energy base effects

Switzerland Outlook

Switzerland’s economy is set to see gradual improvement
in 2025, with GDP growth expected to align with its long-
term trend of 1.5%, supported by stronger Eurozone
demand boosting exports and resilient private
consumption. While third-quarter 2024 growth was below
potential at 0.2% quarter-on-quarter (adjusted for sports
events), improved global growth momentum and potential
rate cuts could bolster the economy further, particularly if
the Swiss franc weakens. Inflation is projected to continue
its downward trend, falling to 0.4% in the first quarter of
2025, aided by reduced electricity prices, marking a
sustained disinflationary environment below the Swiss
National Bank’s expectations.

2025 Economic Projections by Region (data source: NAIRU & Vanguard, 2025)

Unemployment

GDP growth rate Core inflation Monetary Policy
2025 2025 2025
Region Trend Trend Trend Year-end 2024 Year-end 2025 Neutral rate
us 2.70% 4.50% 2.50% 4.50% 4.00% 3.50%
Euro area 1.20% 6.5%-7% 1.90% 3% 1.75% 2%-2.5%
UK 1.20% 4%-4.5% 2.40% 4.75% 3.75% 3%-3.5%
China 4.20% 5% 1.50% 1.40% 1.20% 4.5%-5%
Japan 1.00% 2.5%-3% 2.10% 0.50% 1.00% 0%
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Fixed Income

Rising Yields and Steepening Curves

For nearly two years, investors, ourselves included, had
been anticipating the Federal Reserve’s return to rate cuts.
However, once the Fed began to deliver on these
expectations, the rally quickly came to an end, and much
of the previously realized performance had to be
relinquished. For Fixed Income in 2025, the 10-year US
Treasury yields have risen back to levels last observed in
April 2024, currently standing at 4.65%. This comes after
hitting a low of 3.6% in September 2024. Additionally, the
2-10 year yield curve has started to steepen once again.
This recent shift in the yield curve is not a result of the
Federal Reserve’s actions, but rather due to political
changes in the White House. Once it became increasingly
likely, around September 2024, that Donald Trump could
secure a victory in the upcoming presidential election,
yields began to rise.

Cautious Outlook for Treasuries Amid
Inflation Risks

The outlook for Treasury bonds has thus weakened
considerably. Investors are now bracing for the impact of
Trump’s proposed economic measures, which are expected
to fuel inflation and place a greater financial burden on the
federal government. Although Trump is not yet in office, it
remains highly uncertain how these measures will unfold,
and this uncertainty is clouding market expectations. While
the effects of such policies are more likely to be felt over
the long term, maintaining caution is prudent. A
resurgence of inflation would be particularly challenging for
markets to digest, given the current economic
environment. At present, markets are adjusting to these
shifting expectations. Specifically, the outlook for future
interest rate cuts has softened, and the yield curve has
started to steepen once more. We believe this trend is
likely to continue over the next quarter, as the uncertainty
surrounding future policies remains high. As a result,
investors are seeking higher premiums for longer-term
bonds.

Assuming an inflation rate of between 2.5% and 3%, we
estimate that the neutral federal funds rate could fall
within the 3.5% to 4% range. Given this, the 2-year
Treasury yield may be expected to remain at comparable
levels, while the potential for significant movement in the
10-year yield appears limited. In fact, a 50-100 basis point
premium between the 2-year and 10-year Treasury yields
would not be unreasonable, translating to a 10-year yield
in the range of 4.5% to 5%. However, this scenario is likely
on the more optimistic side, in our view.
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Focusing on Short Duration and Credit
Quality

Given the current outlook, we recommend caution when
considering duration bets. Investors should remain mindful
of the potential risks associated with long-term interest
rates, particularly in light of the ongoing uncertainties. We
prefer to focus on High-Grade Corporate bonds with
maturities in the 3 to 5-year range, as they present a more
attractive  risk-return  profile given current market
conditions.

While High Yield and Emerging Market debt delivered
strong returns last year, we continue to hold positions in
these segments, as they are less sensitive to duration risks.
The prevailing risk-on sentiment persists, with a recession
not currently appearing imminent, and leverage levels
remaining comfortably below long-term averages. We
remain constructive on these asset classes for the time
being.
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Equity

Diverse and Complex Global Environment

This year, global equity markets are expected to face a
challenging and dynamic environment with various factors
influencing performance. The main topic for the year will
be greater diversity in how stocks, sectors, styles,
countries, and themes perform. This diversity should create
more opportunities and improve conditions for active
investment managers, especially after a period of limited
and unbalanced market leadership. Differences in central
bank policies, uneven progress in reducing inflation, and
advancements in technology will cause economies to
develop at different rates worldwide. Additionally, rising
geopolitical tensions and changes in government policies
are adding complexity to the outlook. Investors will need
to stay open-minded and adaptable to navigate these
uncertainties successfully.

U.S. Leadership and Challenges in Europe
and Emerging Markets

The U.S. economy may face some challenges and higher
market volatility this year due to policy changes, but the
positives are expected to outweigh the risks. Deregulation
and a more business-friendly environment could drive
productivity and investment, with the U.S. continuing as
the primary engine of global growth. Key strengths include
a strong labor market, increasing spending on Al
technologies, and opportunities in capital markets and
business deals. In contrast, Europe will struggle with
structural problems, and Emerging Markets will face
pressure from high interest rates, a strong USD, and trade
challenges.

U.S. stocks are likely to outperform Eurozone and Emerging
Market stocks for quarters to come. However, as the year
progresses, there could be a shift toward global markets as
valuation gaps and performance differences, even out
provided there’s more clarity on trade and geopolitics. Until
then, U.S. equities remain again our top choice, after 2023
and 2024. In the below table, we highlight the sector
impact from potential U.S. policy changes under the Trump
Administration and which sectors should provide good
returns:
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Germany and France, the two biggest economies in the
Eurozone, are starting the year without stable
governments. At the same time, under the leadership of
President Trump, the trade relationship between the U.S.
and Europe is facing uncertainty. This uncertainty is causing
people and businesses in Europe to hold back on spending
and investment, which will likely slow down economic
growth.

Investors are keeping a close eye on rising government
debt in Italy and France. With the current political situation,
it seems unlikely that these countries will reduce their
budget deficits anytime soon. In Germany, the focus will
likely return to debates about relaxing strict debt rules,
especially given the country’s need for infrastructure
investment. However, analysts do not expect significant
changes in policy if Friedrich Merz leads the government.
Overall, fiscal policies in the Eurozone are expected to
provide less economic support than in the past.

We advise to be cautious about investing in Emerging
Markets, and avoid heavy exposure to China, as trade
tariffs remain a significant risk. Although interest rate cuts
by the U.S. FED have often helped Emerging Markets in the
past, it is uncertain how much further the FED can lower
rates compared to what the market already expects
(today). Additionally, the strong USD continues to limit the
growth potential for Emerging Market stocks. At least for
the next one or two quarters we think.

In conclusion, we remain cautiously optimistic about
equities and maintain our neutral stance. The U.S.
exceptionalism narrative this year underscores a dynamic
and opportunity-rich environment, driven by structural
advantages and innovation leadership. While challenges
may arise from policy transitions and global uncertainties,
the overall outlook remains constructive, with a strong
foundation for growth and investment opportunities.
Hence, we prefer to overweight U.S. over Eurozone, i.e.
growth stocks with a bias to technology and artificial
intelligence.

Sector Impact from Potential Policy Changes (data source: JPM, 2025)
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Alternatives

Gold Outlook

In 2024, gold prices surged by over 26%, driven by
elevated geopolitical risks and market volatility. Looking
ahead to 2025, forecasts suggest a continuation of this
upward trend, with strong central bank demand and long-
term fiscal concerns reinforcing gold’s role as a hedge.

The policies of President Trump introduce a range of
potential outcomes for precious metals. Pro-growth
initiatives could bolster the U.S. dollar and bond yields,
presenting short-term challenges for gold and silver.
Conversely, escalating trade tensions may enhance the
appeal of these metals as safe-haven assets. Central banks
continue to be significant buyers of gold, driven by a desire
to diversify reserves away from the U.S. dollar. This
structural demand is expected to support gold prices over
the long term. Analysts project that gold could reach
approximately $2,850 per ounce by year-end, with some
estimates even suggesting potential highs around $3,000.
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Bitcoin Outlook

Bitcoin is poised for significant growth in 2025, supported
by increasing institutional adoption and favorable
macroeconomic conditions. The approval of spot Bitcoin
ETFs in 2024 brought over $24 billion in inflows,
demonstrating robust demand from mainstream investors,
including public pensions and endowments. Bitcoin’s
narrative as “digital gold” continues to strengthen, with its
scarcity reinforced by the 2024 halving and growing
interest as a hedge against geopolitical and economic risks.
Regulatory clarity under a pro-crypto U.S. government is
expected to further drive adoption, including the potential
for stablecoin legislation and expanded crypto ETFs.

As blockchain technology matures, Bitcoin is expanding its
utility beyond a store of value, with programmability
advancements enabling tokenization and decentralized
finance applications. While challenges such as global
economic shocks and competition from other assets could
create volatility, Bitcoin’s integration into traditional
finance and the broader digital economy positions it as a
cornerstone of the growing $10 trillion crypto market.
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Foreign Exchange

Us-Dollar

The USD remains robust, supported by its safe-haven
status, structural advantages in global trade, and strong
political and economic fundamentals. Its position is
bolstered by superior corporate profitability and a favorable
interest rate differential against currencies like the EUR and
JPY. Additionally, recent political stability contributes to
confidence in the currency. However, long-term risks
include rising trade and fiscal deficits, which could
challenge its dominance.

EURO

The EUR faces headwinds from a weak economic backdrop,
disinflationary  trends, and reduced international
competitiveness. Ongoing political and trade uncertainties
within the eurozone further weigh on its appeal. Despite
these challenges, factors such as hedging activity by
European investors and potential trade surpluses could
offer partial support to the currency in the medium term.
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Swiss Franc

The CHF retains its strength as a safe-haven currency,
driven by fundamentals such as low inflation, a current
account surplus, and fiscal stability. Its reliability during
periods of financial stress continues to attract investors.
However, the Swiss National Bank’s dovish monetary
stance and easing measures may limit the currency's
appreciation in the near term, while global economic
vulnerabilities pose additional risks.
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Market overview as of 31t Dec 2024, COB (data source: Bloomberg, 2025)
Fixed Income
Rate A1m A3m A ytd A 1m A3m A 6m A ytd
USD Overnight 4.49 -0.33 -0.56 -0.22 USD Deposit Tm -6.2% -11.2% -20.9% -20.5%
UsD 1y Swap 4.16 -0.02 0.08 -0.13 USD Aggregate 1-3y 0.2% -0.1% 2.8% 4.3%
USD 3y Swap 4.04 0.04 0.22 0.07 USD Aggregate 3-5y -0.5% -1.6% 2.3% 3.1%
USD 5y Swap 4.02 0.07 0.24 0.14 USD Aggregate 5-7y -1.3% -3.0% 1.8% 1.8%
USD 10y Swap 4.05 0.08 0.21 0.17 USD Aggregate 7-10y -2.1% -4.3% 1.5% 0.3%
EUR Overnight 2.90 -0.09 -0.15 0.00 EUR Overnight 0.3% 0.8% 1.8% 3.8%
EUR 1y Swap 233 -0.01 -0.12 0.14 EUR Aggregate 1-3y 0.0% 0.6% 2.9% 3.6%
EUR 3y Swap 2.19 0.06 -0.01 0.18 EUR Aggregate 3-5y -0.3% 0.3% 3.5% 3.2%
EUR 5y Swap 2.24 0.08 0.02 0.17 EUR Aggregate 5-7y -0.8% 0.0% 3.9% 3.0%
EUR 10y Swap 2.36 0.09 0.01 0.17 EUR Aggregate 7-10y -1.3% -0.5% 3.8% 2.4%
CDX Xover 5y 3.11% 0.06 -0.06 0.01% US Corp. HY -0.4% 0.2% 5.3% 7.9%
iTraxx Xover 5y 3.13% 0.05 -0.01 -0.01% EUR HY 0.8% 1.9% 4.5% 6.7%
Equity
Price P/E D. Yield _ FCF yield A1m A3m A 6m A ytd
MsCl World 11731 67.56 1.8% 3.5% MsCl World -2.6% 0.8% 4.6% 17.1%
S&P 500 5882 24.94 1.3% 2.8% S&P 500 -2.5% 3.0% 6.0% 21.0%
NASDAQ 21012 33.38 0.7% 2.5% NASDAQ 0.4% 5.9% 4.0% 22.2%
Euro Stoxx 50 4’896 14.42 3.3% 5.2% Euro Stoxx 50 1.9% -1.4% -1.4% 8.0%
SMI 11601 17.56 3.3% 5.3% SMI -1.4% -4.4% -3.5% 4.1%
FTSE 100 8173 11.95 3.9% 7.2% FTSE 100 -1.4% -1.4% 0.0% 5.5%
DAX 19909 15.00 2.8% 5.1% DAX 1.4% 3.8% 8.0% 17.3%
Japan 2'785 15.12 2.3% 5.4% Japan 3.8% 4.9% -3.1% 16.3%
MSCI Asia Pacific 182 14.88 2.6% 5.1% MSCI Asia Pacific -1.0% -7.5% -0.5% 7.0%
FTSE China A50 13513 11.73 3.3% 8.3% FTSE China A50 2.5% 3.3% 10.3% 16.1%
MSCI Emerging MSCI Emerging
Market 1075 13.46 2.8% 5.6% Market -0.3% -9.9% -1.6% 4.9%
PH Semiconductor 4’980 41.06 1.0% 1.9% PH Semiconductor 1.1% -2.4% -12.7% 17.6%
Alternatives
Price FCST 25 FCST 26 A Future A 1m A3m A 6m A ytd
Gold 2'641.00 2650 2539 -3.1% Gold -0.6% -0.2% 10.9% 24.3%
Bitcoin 93'413.90 n/a n/a n/a Bitcoin -4.2% 44.0% 44.9% 79.9%
Silver 29.24 31.00 32.50 -0.9% Silver -6.2% -10.0% -8.2% 14.6%
Platinum 910.50 1050.00 1113 des Platinum -4.5% -10.2% -9.6% -8.8%
Palladium 909.80 1050.00 1056.5 10.9% Palladium -9.0% -12.1% -13.5% -23.3%
Crude Oil 71.72 69.95 70 -1.1% Crude 0il 5.7% 3.8% -10.1% 3.0%
Brent 0il 74.64 73.25 71 -1.0% Brent 0il 4.3% 2.1% -11.2% 0.7%
Foreign Exchange
Price FCST 25 FCST 26 A Spot A1m A3m A 6m A ytd
EUR/USD 1.03 1.05 1.08 4.3% EUR/USD -2.2% -6.5% -4.2% -6.5%
GBP/USD 1.25 1.28 1.29 3.0% GBP/USD -1.7% -5.8% -1.9% -1.7%
USD/CHF 0.91 0.89 0.91 0.2% USD/CHF 3.0% 6.6% 0.8% 7.6%
usD/JPY 157.37 145.00 140.00 -11.7% usD/JPY 4.9% 7.5% -2.6% 11.0%
EUR/CHF 0.94 0.94 0.96 2.2% EUR/CHF 0.8% 0.1% -3.4% 1.1%
GBP/EUR 0.83 0.82 0.82 -0.8% GBP/EUR -0.5% -0.7% -2.4% -4.8%
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Disclaimer

This document has been prepared by Clarus Capital Group AG ("Clarus Capital"). This document and the information contained herein are
provided solely for information and marketing purposes. Clarus Capital provides no guarantee recommended its content and completeness
and does not accept any liability for losses which may arise from making use of this marketing material. The opinions expressed in this
marketing material are those of Clarus Capital at the time of writing and are subject to change at any time without notice. Source of all
information is Clarus Capital unless otherwise stated. Clarus Capital makes no representation or warranty relating to any information herein
which is derived from independent sources. This marketing material is provided for informational purposes only and is for the exclusive use
of the recipient. It does not constitute an offer or a recommendation to buy or sell financial instruments or services or to adopt any specific
investment strategy and does not release the recipient from exercising his/her own judgment. The recipient is in particular recommended
to check that the information provided is in line with his/her own circumstances with regard to any legal, regulatory, tax or other
consequences, if necessary, with the help of a professional advisor. This marketing material may not be copied, reproduced or redistributed
either in part or in full without the written permission of Clarus Capital. It is not intended for persons who, due to their nationality, place of
residence, or any other reason are not permitted access to such information or products under local law. Neither this marketing material nor

any copy thereof may be sent, taken into or distributed in the United States or to US persons.

Every investment involves risk, especially with regard to fluctuations in value and return. Investments in foreign currencies involve the
additional risk that the foreign currency may lose value against the investor's reference currency. Past performance and forecasts are not a
reliable indicator of future performance. Investment decisions should always be taken in a portfolio context and make allowance for your
personal situation and consequent risk appetite and risk tolerance. Furthermore, no guarantee can be given that the performance of the
benchmark will be reached or outperformed. Benchmarks and indices are shown for illustrative purposes only, may be unavailable for direct
investment, may assume reinvestment of income, and have limitations when used or comparisons because they have volatility, credit, and
other material characteristics, such as number and types of securities, that are different from the product. For further information please
contact your client advisor.
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