-ending off the "Panicans

with stimulus and spending
Q2 2025: Market review and outlook
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Fending off the "Panicans’ with
stimulus and spending
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L The United States has a chance to do something that should have
RETTINRAAL TN LI T been done DECADES AGO. Don't be Weak! Don't be Stupid! Don't
STt e | be a PANICAN (A new party based on Weak and Stupid people!).

Pati il h
b are 2 InveStment OUthOk Be Strong, Courageous, and Patient, and GREATNESS will be the

N result!
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1. Market Review
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1. Market review

Investors have largely ignored the "Panicans’

S&P 500 stock market index (US $) vs the "panicans"

700Q
Doug Kass, "The S&P Index
ends the year with about
Jeff Gundlach "really overvalued", 16/11/20 5% 10% docling” 18 19 23
6000 . :
Carl Icahn, "[Wild rallies]
evenutally they hit a wall",
04/01/21
5000 Morgan Stanley, "We think the
selling has just begun, 31/7/18
Marc Faber, A major
oo
coming, L
J BCA's Peter Berezin gives a
75% probability of a US
3000 recession in a year and has a -ve
Michael Burry, "The market view on the S&P 500,
is dancing on a knife edge, 8/11/24
22/02/21
2000 - Jeff Gundlach, "Sell everything", 30/7/2016
Carl Icahn, "probably has a
_ _ longer way to go down",
1000 RBS, "Sell everything, brace for a cataclysmic year, 11/1/2016 17/03/20
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

e S&P 500 COMPOSITE
Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025
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1. Market review

Nevertheless, companies continue to deliver on the earnings front

MSCI All Country World: Earnings Per Share and stock price index in USD terms

Last 6 months

1000 50.0- - 950
50-
— 12m forward EPS (L) —— MSCI ACWI (R)
800 49.0- I
10 900
f
30. 600 48.0- i . | 850
20. 400  47.0- | 800
s ‘ ; 200 46.0- | 750
0L | , , | , , Lo 450 700
1990 1995 2000 2005 2010 2015 2020 2025 2025

Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025.
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Equity valuations are above trend,

Global equities 12m forward Price-to-earnings ratio, ACWI

30-
25.
r“
AWs
1 12.5
. 25Mar2020 134
19 Oct 2022
5 | | | | | |
1995 2000 2005 2010 2015 2020 2025
—— PIE, 18.6 —— +2 SD (standard deviation), rolling 3 years,...

—— -2 SD (standard deviation), rolling 3 years, .. — =" 3-year moving average, 16.6
Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025
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but look less demanding vs. bonds

Equity earnings yield less 10-year government bond yield, %

6 -
— US,-0.7 —— Average, 0.3 h

0 | L |

W

-2

4
1980

1985 1990 1995 2000 2005 2010 2015 2020 2025

15

10

— UK, 0.7 —— Average, 1.0

5.

04

-5

-10 | T | | T
1980 1985 1990 1995 2000 2005

Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025

2010 2015 2020 2025
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2. Investment outlook
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2. Macro & market outlook

Investment outlook: Tailwinds largely offset the headwinds

Headwinds Tailwinds

Trade (and capital) wars Stimulus
Geopolitical tail risks Spending
US recession concerns Expanding profit margins

Bond market uncertainty Improving market liquidity from a weaker USD

Past performance is not a guide to future performance. Please read important information 9



2. Investment outlook

Trade (and capital) wars

US monthly trade policy uncertainty index* Foreign holdings of US equities and debt
% of total at market value
8000 Trump presidency Trump presidency 30-
1st term 2nd term [
7000 *This index reflects the frequency of articles in American
newspapers that discuss policy-related economic uncertainty 25|
and also contain one or more references to trade policy.
6000,
20
5000,
4000 15.
3000
10-
2000, J
1000 >
M‘\NV\__/\-/\/\J - -
0 - | | | | | | | | | | | |
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 0 . . . . . | |
20/01/2025 Recession 1960 1970 1980 1990 2000 2010 2020
—— Equities, 17.7 —— Debt secuirities, 24.2
Source: LSEG Datastream/Evelyn Partners, Data as at 15/07/2025 Source: LSEG Datastream/Evelyn Partners, Data as at 15/07/2025
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2. Investment outlook

Geopolitical tail risks - the Middle East

B . -ﬂ.-: Will |ran CI.EIEE thE Etr'ait giEiSﬂ?ﬂEﬁPS interference L ) o
i g e About | FAQ R, 33
of Hormuz in 20257 | 15% |

_.,h Will the Iranian regime 5
s fall in 20257 | 15'5'-’_:3_ =

= against Iran in July? T

Low 0-2%
Medium 2-10% Olac
"Il High > 10%

lsrael military action _ s ] I
. ’ ( 30% s
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2. Investment outlook

US recession concerns

Google Trends: search for the word "recession” in Google - -
J | , ceess : US recessions since 1970
Numbers represent search interest relative to the highest point on the chart
1004 Max interest S&P
PE ratio
* performance mMonth brior
Recessions Months (Pre- Change in o recefsion
80, (NBER) recession GDP, % 1
oeak to (trailing,
ranked
trough) 7% )
50, ‘ Feb'25 - ? -19 29.1
f Mar'O1 - Nov'01 8 -49 -0.3 273
h | | Jan'22 - Jul'22 / -15 -0.2 25
40-
Dec'07 - June'09 18 -5/ -4.3 20.8
\ July'90 - Mar'91 8 -20 -1.4 17
’ | | ‘ Nov'73 - Mar'75 16 -48 -3.2 14
“ T\ ! ‘ | July'81 - Nov'82 16 -2/ -2.7 8.8
N “M’ Jan'80 - July'80 6 -17 -2.2 /7.3
Min interest
O | | | | | | | |
2008 2010 2012 2014 2016 2018 2020 2022 2024 Average 113 333 20 17 2
—— @Google Trends recession web search  —— Google Trends recession news search
Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025
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2. Investment outlook

Bond market uncertainty

ACM US 10-year term premium model estimate & 10-yr Treasury yi US net international investment position (% of GDP)
Percentage points from Fed Reserve Bank of NY 20-
3.
5
0 /\——\
4
20.
3
40.
2
-60-
1
-80.
2 | | | | | | | 0
2012 2014 2016 2018 2020 2022 2024 100
—— US ACM term premium, 0.77  —— US 10-year yield (%), 4.42 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025
Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025 Source; LSEG Datastream/Evelyn Partners, Data as at 15/07/2025
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2. Investment outlook

Stimulus

Central bank base rates US One Big Beautiful Bill Act, excluding extending the TCJA
- Impact on budget balance, % of GDP - estimates from Penn Wharton budget model
U5 1.0
Drag
4.5, 4.4%
4.3%
4.0 0.5
. I
3.0-
00 s & F & B B B
2.5
20 2.0%
-0.54
1.5
Front loaded stimulus
European Central Bank Bank of England Federal Reserve -1.0

2026 2027 2028 2029 2030 2031 2032 2033 2034
pm Baserate  pgm 1-year forward base rate from OIS swap curve

Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025 Source: LSEG Datastream/Evelyn Partners, Data as at 15/07/2025
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2. Investment outlook

Spending

“Shop, shop, shop, shop, shop, shop, shop”

r )

r ‘E S5 I

Mo 1

P

Y
'

»~

English for Aliens clip, Harry Enfield, 1990s

evelyn

US real final sales to domestic purchasers*
*% annualised over a quarter

Iy, [l o

Ll *GDP less exports of G/S
1] // plus imports of G/S less
private inventories and

government consumption/

investment

M

2022 2023 2024 2025

— Actual final sales to domestic purchasers, 1.5
—— GDPNow estimate of final sales to domestic purchasers in latest quarter, 1.0

Source: LSEG Datastream/Evelyn Partners, Data as at 15/07/2025
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2. Investment outlook

Expanding profit margin

Global equities profit margin* (%)

*Company earnings/sales for MSCI All Country World Index
12-

11

10

6 -

2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026
Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025

evelyn

US travel websites with the largest price increases (USD)

Price search (with cookies/cache) less price search (cleared cookies/cache)

Booking.ca 254.2

priceline
Costco trave

American Airline 63.4

American Expre 59.9

Trip Advisa 52.7  Full data collection method of top US travel companies
- Scrape the prices available on the 1st page of each site

- Complete this scrape twice, on different days to review whether the prices differed when
one bowser has been cleared

United 33.0

- Compare the data collected from both devices

British Airwe 22.0

Devices: Use the same advice for each browser search to minimize hardware differences

EXpedi d 9.9 Browser A: Complete both price searches on the browser with existing cookies and cache
Browser B: Clear all browser history cookies, cache and other site date between price searches
IHGE 5.0
| | | | | | |
0 50 100 130 200 250 300

Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025
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2. Investment outlook

Improving market liquidity from a weaker US dollar

MSCI All Country World return and US dollar indices*®

*% yoy, in US dollar terms

30- ~-40
USD weakness tends
to boost stocks --30
| -20
L -10
W « !
I
AU _“# 0
wlrf ,
- 10
| 20
USD strength tends
to be a drag on stocks
-60 | T T T T T T T T T T 30
2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026
—— MSCI All Country World return index (L) —— US DXY dollar index, inverted scale (R)

Source: LSEG Datastream/Evelyn Partners, Data as at 15/07/2025
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. Investment Strategy
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3. Our investment strategy

Summary - In our view, we see..

e Our risk appetite indicator favours equities over bonds
e US stocks can rise on a 12-month view

1. Opportunities in equities

e Structural demand for gold from central banks in emerging
2. Joining the gold rush economies

e Gold adds portfolio diversification

e Trump probably wants a weak USD, which has room to fall

3. Dollar downside e An "America First” agenda is probably incompatible with a
strong USD

Past performance is not a guide to future performance. Please read important information 19




Investment Strategy

1. Opportunities In
equities




Our risk appetite indicator favours equities over bonds

Global equities/bonds* and model TR performance# (% yoy)

*MSCI ACWI and IBOXX $ Treasuries 7-10y
100 - 100

# Regression model based on Evelyn Partner's
global growth less trend index and USD DXY
vs. equity/bond performance

80- - 80

Rising risk appetite

60- - 60

40 r 40

| mw\ | 4 s \|

AR VAW
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-20_ W - -20

40 - -40

Falling risk appetite

20- - 20
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\R

1) The global growth index is a proxy of fundamentals
2) The DXY is a proxy of liquidity

-60 | | | | | | | | | | | | -60
2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 2028

— (Global equities/bonds (L) — # Risk appetite indicator (R)
Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025
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Sharp bear markets that trigger within 100 days typically recover quickly

16/10/1987 26/08/1987
10/10/1990 16/07/1990 30 4 5 24 27
07/10/1998 1770771998 32 18 31 37 36
21/12/2018 21/09/2018 91 11 18 22 33
1070372020 19/02/2020 20 = 11 16 35
04/04/2025 19/02/2025

_-----

Note: Bear markets in this table are classified as intra-day peak to trough drawdowns of 20% that occur within 100 calendar days of the most recent all-time high. Hence excluding some

notable prolonged sell offs such as Dot com in 2000-0ct'02 and GFC from 2007-Mar'09

Source: LSEG Datastream, Evelyn Partners, 26 June 2025
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3. Our investment strategy

Structural demand for gold from central banks in emerging economies

Central banks take-up %2 of mined supply Private sector piggybacking on top of official demand

Central bank gold demand, tonnes
1500 e

Confiscation of the bulk of
Russian FX reserves

by Western governments (24/2/2022)
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Global Financial Crisis, 2008

-1000

1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025
Source: LSEG Datastream/Evelyn Partners, Data as at 15/07/2025
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3. Dollar downs

Our Investment Strategy



An "America First” agenda is probably incompatible with a strong USD

US budget balance and DXY USD index

120- 4
v _ 2
110 |
L 0
100-
-2
L -4
90_ M CBO projections
[«/\ \ -0
804
U g
70 | | | I I | | I -10
1995 2000 2005 2010 2015 2020 2025 2030
—— DXY USD (L) Budget balance, % of GDP, 6Q lead (R) CBO forecasts

Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025
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3. Our investment strategy

Conclusions: In our view, we see..

Remain wary of trade related risks

\
/

Don, I don t se
any words In this
ytrade deal!

1. Opportunities in equities

2. Joining the gold rush

3. Dollar downside L
2 r’y | ;k“i;;-~

' L

; - i
wh e ”
r M . |!‘_
7 = ¥ . 3 - =N
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Appendix: 5-year data

Multi-asset returns, 5-year (%, GBP, TR)

MSCI A

MSCI U

MSCI U

MSCI Europe ex
MSCI Jap3gn

MSCI Asia ex Ja
MSCI EM ex Asia
MSCI grow

MSCI val

Brent Crude Qil
Gold -

Silver

Copper
Commodity Index

US 10-yr Treasury

| e 756
e 95.2

I /8.3

I 63.9

I 37 .2

I 26.8

I 33.4

STIP
UK 10-yr Gilt |
UK Index-linked 1-10yr ] 0.6 Fixed income indices in local currency
German -21.5Spmmmms terms as a proxy for hedged terms
Franc -15.5Spmmm
Italy -32m
US Inv Grade -0.T
US High Yiel I 295
UK Inv Grade -14.4 pumm
UK High Yiel I 33-9
USD 6.8
EUR vs GBP -4.3mm
JPY-32. 1 —

Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025
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Ad-hoc Market Thought Pieces
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Renewables Feel the Heat

5 investment themes for 2024. Opportunities after 'The Great Escape’

How will the Red Sea disruptions impact my investments in 20247

Outlook 2024 US markets: Can the rest of the stock market catch the
Maagnificent Seven?

US election: The divided States of America

Hunting for growth in the UK

Navigating government bonds: Nominal bonds vs real bonds

Geopolitical uncertainty is heating up

Labour wants Bidenomics for Britian

Get ready for a sterling revival under labour

Taxing times ahead for the UK

Exceptional US Equities - FM Report

Make Britian Grow Again

US Equities are Adjusting to China-US Tensions

Spring Statement Update: Walking the Fiscal Tightrope

Europe has Woken up to the "American First’

President Trump's “Liberation Day" creates a placeholder for a summit with
President Xi

Traversing Trump Tariffs

What is a balanced portfolio?

Bouncebackability of Equities

Are we Heading for Stagflation?

Not-so-beautiful US Taxes

Operation Rising Lion: Israel’s strike on Iran Raises Geopolitical Concerns in
Markets

Israel-Iran Conflict: Another Proxy War has Begun

Daniel Casali
Daniel Casalli
Daniel Casall
Daniel Casali
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Daniel Casali
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December 2024
January 2025
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June 2025

Investment Outlooks

The Great Escape for equities

Election engines are revving-up globally

Balancing growth and inflation

Markets are breaking out

Diversifying the diversifiers amid geopolitical tensions

Global equities are supported by stealth stimuli in the US

L ooking into the second half of 2024

Getting through market summertime blues

Gearing up for US interest rate cuts

Reading the rhetoric ahead of the US election

Easy does it for Central Banks and China

Exceptional US equities

Picking Top Trumps'in 2025

Challenging Times in Government Bond Markets

Equities Swipe Left on Trump's Tariff Threats

Europe has Woken up to the "America First” Agenda

The US President is for turning

Back to the Future with Fundamentals

Past performance is not a guide to future performance. Please read important information



https://smithandwilliamson.sharepoint.com/sites/investment-portal/strategy-social/ClientCollateral/20240111%20-%20Evelyn%20Partners%20Investment-Outlook.pdf
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Appendix: Valuations - countries

EPS % =

PEG

evelyn PARTNERS

Region 2025 2026 2027 2025 2026 2027 = 2025 2026 2027
ACWI 74 129 121 20.0 17.7 15.8 27 14 13
World 68 129 122 212 188 16.7 31 15 14
US 96 142 132 245 214 189 26 15 14
a2 115 115 16.1 144 129 74 13 1.1
Japan 11.0 1.4 11.7 155 15.3 13.7 14 108 1.2
EM 113 128 114 136 120 10.8 12 09 0.9
UK 21 115 106 133 119 10.8 64 10 1.0

Past performance is not a guide to future performance. Please read important information

Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025




Appendix: Valuations - sectors

evelyn PARTNERS

=PS %

SleelgvaaWNl 2025 2026 2027 2025 2026 2027
Industrials 7.3 13.3 11.9 22.3 19.7 17.6
1T 19.1 18.3 14 .4 296 250 21.8
Energy 9.9 115 18.5 13.8 124 104
Financials 4.7 10.7 10.2 139 126 114
Utilities 4.3 6.9 7.1 16.2 15.1 14.2
Il 14.3 10.5 12.6 208 18.8 16.7
O EGCIgnIcmm-0.4 1/.5 15.4 23.2 19.7 171
Consumer stap 1.4 3.4 8.2 209 192 178
Health care 13.7 11.2 11.2 17.3 15.5 14.0
Real estate 3.6 12.2 9.8 259 23.1 21.0
Materials 9.8 14.6 9.4 17.2 150 13.7
ACWI 7.4 12.9 12.1 200 17.7 15.8

Past performance is not a guide to future performance. Please read important information

Source: LSEG Datastream/Evelyn Partners, Data as at 15 Jul 2025




Important Information

The value of investments, and the income derived from them, can go down as well as up and you can get back less than you originally
invested. Past performance is not an indication of future performance.

Changes in exchange rates may increase the risk to the value of an investment

This document contains information believed to be reliable but no guarantee, warranty or representation, express or implied, is given as
to their accuracy or completeness. This is neither an offer nor a solicitation to buy or sell any investment referred to in this document.
Evelyn Partners Investment Management LLP documents may contain future statements which are based on our current opinions,
expectations and projections. Evelyn Partners Investment Management LLP does not undertake any obligation to update or revise any
future statements. Actual results could differ materially from those anticipated. Appropriate advice should be taken before entering
iInto transactions. No responsibility can be accepted for any loss arising from action taken or refrained from based on this publication.
The officers, partners and employees of Evelyn Partners Investment Management LLP, and affiliated companies and/or their officers,
directors and employees may own or have positions in any investment mentioned herein or any investment related thereto and may
trade in any such investment.

Evelyn Partners Investment Management Services Limited and Evelyn Parthers Investment Management LLP are authorised and
regulated by the Financial Conduct Authority. Services may be provided by other companies in the Evelyn Partners Group.
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