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MACROECONOMIC SCENARIO

Trump’s victory, coupled with the Republican Party's full control of Congress, introduces two new elements of uncertainty
into the global scenario. The first relates to extent to which Trump's election promises will actually be implemented and the
second, the impact of these decisions on growth and inflation at global level (especially uncertain regarding tariffs). Our
baseline scenario assumes that Trump’s programme will only be partially implemented, in particular regarding fiscal and
trade policies, with a modest positive impact on growth in the US in 2025-26, and a negative but limited effect on the
Eurozone and China (in the case of the latter, thanks to the support of their fiscal policy). The Fed should continue to cut
rates, but at a slightly lower rate than previously expected, while the ECB will be a little "softer".

EQUITY MARKETS

The stock allocation in portfolios is between neutral and slightly overweight, with a preference for the

/ \ US market. Trump's election has heightened expectations of continuity in the US economic and profit
/ cycles, supported by economic policy and deregulation initiatives. We believe that earnings growth can
continue to broaden in the sectors that have not done as well as the large technological capitalisations

in the previous quarters. While maintaining a tech-friendly position, we have increased exposure to
cyclical and value sectors as well as smaller capitalisations. Political evolution favouring the US, at least over the short term,
is counterbalanced in geographical areas outside the US, where the cyclical dynamics are weaker (as in Europe) or the
political risk is higher, as in the case of China or other emerging countries due to the likely imposition of tariffs (albeit at
lower rates than what was promised during the electoral campaign). We hold a neutral stance overall on Japan, emerging
markets and Europe, (where we maintain a positive bias towards British equities).
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BOND MARKETS
The bond component of portfolios is structured with a slightly longer duration than the benchmarks
/ \ and a preference for high quality credit risk, where we uphold a disinflationary trajectory and
/ normalisation in monetary policy as our reference scenario. The weighting of the government
component is neutral in the US, as the cyclical strength and uncertainty surrounding the impact of

Trump's economic policies leave the yield curve more vulnerable, should macroeconomic data show
risks of overheating. In the Euro Area, we are slightly overweight as cyclical developments are weaker and there is more
room for downside intervention by the ECB. We remain overweight in investment-grade corporate bonds and
subordinated financial debt. However, overall, exposure to credit risk is mitigated by our greater caution with the high
yield segment and substantial neutrality on emerging markets. We do not believe that asset classes with a higher credit
risk are vulnerable to a significant increase in defaults, but the still constructive opinion of the equity market and greater
macroeconomic uncertainty make us prefer higher-rated issuers.

GOVERNMENT CORPORATE HIGH YIELD EMERGING MARKETS
0, 0 X ] O o O
NEUTRAL SLIGHTLY ?llélgl}\‘%l\(E NEUTRAL

POSITIVE
01 | Fideuram Asset Management’s View Content updated as of December 2nd. 2024



Summary View Investment View Equity Markets Bond Markets

)

USA THE WEIGHT OF PROMISES The public accounts pbsition is precarious

even without the extension of the 2017 tax cuts
Our baseline scenario predicts that only some of Trump's (TCJA)
electoral programme promises will actually be Impact of extension of TCJA on US public deficit (tin §)
implemented by the next Administration, specifically in “‘ ]
terms of fiscal expansion, reducing illegal immigration and PR
especially, trade policy. Based on these assumptions, we o8| /’\ et o8
have revised our estimate for GDP growth in 2024 upwards / —mRAATIGy 0
(approximately +0.3%), with a very limited increase in as] —~ N f s
inflation (0.1%). As a result, we have raised the terminal |
level for Fed's rates over the next year, but only by 25 bps . ' T |
(to 3.50-3.75% in June). The main risks in the scenario refer N |/ T e |
to more significant tariff increases (specifically, a "universal" ’ e
tariff on all imports) and a more expansionary fiscal policy. T E R

Source: Congressional Budget Qffice, BCA
EURO AREA: WAITING FOR RATES The EU has a large trade surplus vis-a-vis the
The Eurozone faces fallout from the elections in the USA, USA
experiencing cyclical weakness and political crises
(Germany will hold early elections in February) and new E'-'f"p°(”;|°‘ezf'o"g§§;5"5”5“
tensions over natural gas prices. We have reduced GDP 550 1 '
growth by 0.3% in 2025, to 0.5%, to take into account the jgg B = Other goods
negative impact of trade policy uncertainty and incorporate 400 Other manufactured
the expectation of 10% rates into the scenario, only on car 350 - S _ﬁ.‘msinewnd,mmpm
exports from the Eurozone to the US, but not on all goods. 300 | equipments
From a low of 1.7% in September, inflation rose to 2.3% in > . Chemicals

3 a e 200 +

November due to base effects in energy prices, but it is 150 Eergy
expected to stabilise back to 2% from next spring, when 100 - ® Raw materials
pricing for services starts to come down. The ECB will still 50 i e "Food and Drink
cut rates by 25bps in December, but there could also be 0 exPoRTs | wpomTs
room for a 50bps cut in light of the worsening growth Source- Eurastat
outlook.

CHINA: INCREASED UNCERTAINTY DUE TO TARIFFS After the frade war, the driver for export growth
has shifted fo emerging economies
Trump's victory has opened up the risk scenario linked to a China's exports by destination
potential increase in tariffs on Chinese imports to 60%, which, 37 (2011=100)
if effectively implemented, could impact for around 2% on
China's GDP growth in 2025. We believe that an increase of
15%-20% is more likely from the first quarter of 2025, ,, — Advanced economies
impacting on growth for around -0.7%, which falls to -
0.3/0.4% however as a result of the fiscal support measures 2°
that the Government will be adopting. We have consequently
lowered our growth forecast for 2025 from 4.7% to 4.4%.
October data confirmed the anticipated acceleration in %
growth for the last quarter of the year (rising from 3.6% to
6.5%, with potential upside risks), driven by strong export 2011 2012 2013 2014 2015 2014 2017 2018 2019 2020 2021 2022 2023
performance and consumption. Source: FMI Fidsuram Assef Management

320

=——Developing economies

170

FIDEURAM ASSET MANAGEMENT ECONOMIC FORECAST

2023 2024* 2025* 2023 2024~ 2025*

2,9 2,7 2,3

Eurozone 0,5 0,6 0,5 5,5
1,7 -0,2 1,0
China 52 4,8 4.4 0,2 0,3 1,5
Annual average growth, monetary policy rates are end of period. Depo rate for ECB. * Fideuram Asset Management Forecasts
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EQUITY MARKETS

Cyclical developments are not as brilliant as expected and US economic policy.

/
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developments represent an additional risk to the scenario. Profits held on the other
hand, and the ECB can cut rates even more than previously discounted with valuations EUrROPE
significantly discounted compared to those in the US. We maintain a preference for the
English market, where the perception of the institutional and political context can DD A |:|
improve and valuations are even lower. From a sectoral perspective, banks continue to NEUTRAL
show potential for sustained earnings growth. However, consolidation activities within
the sector constrain short-term upside potential, prompting us to slightly reduce our 0
exposure.
We have slightly increased our allocation to US equities following the presidential
election, to reflect the anticipated support from economic policies. Valuations are not UNITED STATES
low and could be vulnerable to situations of macro or political uncertainty, but we DD |:|
believe that it is more probable that profit growth will continue, with expansion also in i) AN
the sectors that have recently underperformed technology and large cap stocks. We " sLieHTLy
have therefore added to the investment in technology with exposure to lower FoSITVE
capitalisations and more cyclical and value sectors.
We are neutral on Japan, where fundamental progress over the short-term seems to be JAPAN
partly reflected in valuations. In addition, a possible stage of currency appreciation adds
further near-term uncertainty for growth in short-term profits. From a broader DD I:l
perspective, we continue to see positive factors such as rising inflation expectations, NE:RAL
balance sheet restructuring and increased investment spending.
The US presidential elections have somewhat complicated the outlook for emerging
markets, at least in the short term. Valuations remain relatively low, and there is still an
expectation of fiscal stimulus announcements from Chinese authorities, which we | EMERGING MARKETS
believe could come after the initial discussions with the new US administration. On the
international trade front, the prospect of additional tariffs imposed by the United States DD A |:|
remains a significant concern. Given the current uncertainties, we believe that holding a NEuTan
position in emerging markets above neutral levels is premature.
BOND MARKETS
.The weighting in portfolios is neutral or slightly overweight, especially for the
European portion. In the US, uncertainty regarding the impact of economic policy
GOVERNMENT opens up different scenarios, including overheating, compared to the central scenario
DD I:I of continuing disinflation and monetary normalisation. In Europe, on the other hand,
A we believe it is highly likely that the ECB will cut rates and lower the balance on the
B yield curve. Peripheral spreads, although at a slightly lower level than that suggested
by the fundamentals, are still an attractive source of carry.
.The total return offered by the high-quality corporate bond sector is still attractive
CORPORATE thanks to the base rate, which gives a certain degree of defensiveness for the asset
class even under more uncertain macroeconomic conditions, and the contribution of
DD A D spreads that, although relatively narrow and net of short-term movements, can still
sucHTLY offer an extra return compared to government bonds in a still constructive and
balanced scenario of the rate structure at a lower level than some time ago 0
The default rates, despite the impact on lower-quality loans of an increase in the cost
HIGH YIELD of capital, are still relatively limited. However, even with attractive expected returns on
a historical basis, we remain underweight as we prefer equities among the risky assets,
1 D! D at least until companies continue to show capacity for growth and an upward revision
suGHTLY of earnings, and to limit the credit risk that may be generated due to the Fed
maintaining high rates.
In general, we are cautious about the more volatile and lower quality components of
EMERGING MARKETS | the bond segment. Emerging market bonds, particularly those denominated in local
‘ currency, continue to offer a relatively attractive carry. However, uncertainty on the
I:ID AL |:| political and currency fronts—amplified by the US election results and the potential for
NEUTRAL additional trade tariffs—tempers our enthusiasm. This is also the reason for us deciding
to take advantage of the favourable position we had on Indian bonds.
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TRUMP 2.0 EFFECT ON EQUITY MARKETS

Trump's victory and the Republican majority in Congress have fuelled expectations of a cycle of economic

expansion driven by fiscal stimuli, deregulation and the imposition of new tariffs on international trade. The

market reacted with a sharp rise in the more cyclical sectors and in the lower capitalisation indices (mid and ¢
a small caps). It seems unlikely however that the electoral programme will be fully implemented. The high deficit
: limits the capacity for fiscal stimulus, whereas tariffs and duties appear more as negotiating instruments. In
addition, we believe that the current political mandate does not support policies that can fuel further
) inflationary pressures, which makes us maintain a reference scenario consistent with a disinflationary and
normalisation path for monetary policy. Despite these risks, an extension on the US economic cycle appears
likely, which will also impact positively on the corporate earnings cycle. This context favours a rebalancing
between technology sectors and the rest of the market, with a gradual reduction in the gap in profit growth
between large technological capitalisations and the more cyclical and value sectors. Technology will continue to
drive growth, but the contribution from other sectors will become more significant. Based on these
considerations, we moderately increased our exposure to US equities, focusing on the more cyclical/value
segments and lower capitalisations, whilst keeping the allocation in technology sectors unchanged. Valuations
that are already high limit the upside potential, and the uncertainty linked to negotiations on key issues — such
as immigration and trade — could see a return of volatility in the coming months.
The European stock market has recently suffered due to political uncertainties in France and Germany, the
weakness in the economic cycle and less buoyant profit growth compared to the United States. Despite the
discounted valuations compared to the USA, the significant drop in earnings estimates over the next year and
the ECB’s increased margins for action, result in uncertainties prevailing over the short term related to the
introduction of trade tariffs. We maintain our preference for the UK market.
We also maintain neutral exposure to Japan. Although internal factors, such as corporate governance reforms,
could support valuations over the medium term, the global context and backlash on international trade
represent impediments for the short term.
The emerging area is probably the most heavily penalised by the Republican victory, which in addition to a

strengthening dollar, also faces the looming risk of tariffs on exports to the US. Chinese stimulus measures

) currently do not yet seem sufficient to ensure a sustainable recovery. During this phase, we maintain a cautious
: and neutral approach, considering limited tactical operations given the high levels of uncertainty over the

; short term.
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WE MAINTAIN OUR FOCUS ON HIGH-QUALITY CREDIT

Bond exposure is marked by a slightly longer duration than benchmarks and a preference for
high-quality credit risk, in particular corporate investment grade securities bonds and
subordinated bank bonds. The weight of the government component is between neutral and

slightly overweight, with a preference for the Euro Area where cyclical developments are

weaker and we expect the ECB to cut rates even more than what had been discounted by the

market.

; Trump's victory envisaged the prospect of more sustained growth, supported by fiscal
/ expansion and deregulation, with the possible "side effect” of potentially higher inflation. This

led the market to initially price in a reduction into expectations of cuts by the Fed and a rise in
' the ten-year rate, which were then recently retracted. We therefore adopt a neutral position on
US government bonds, considering the uncertainty linked to the new administration’s economic
policy and the Fed’s reaction, leaving the curve more vulnerable if macro data should show signs
of the risk of overheating. Extreme scenarios, such as a recession or overheating, remain a low
probability but could increase volatility, limiting the diversification role of US government security

portfolios with respect to equity risk.

We maintain a positive view on high-quality credit and subordinated bank bonds, even though
/ the spreads are low. Overall returns, in fact, make it possible to absorb any rate rises or
moderate spread widenings. The strong correlation with the base rate makes these asset classes
' defensive in adverse contexts, whereas the financial sector offers opportunities thanks to its

shorter duration and more attractive valuations.

We prefer cyclical risk-taking through equity markets rather than through speculative credit
i (high yield), keeping this underweight. Emerging debt is penalised by a strong dollar context and /
‘ risks of international trade tariffs. We therefore maintain a neutral positioning based on a logic of

preference for high-quality segments
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DISCLAIMER:

This material has been prepared by Fideuram Intesa Sanpaolo Private
Banking Asset Management SGR S.p.A., which is an asset
management company enrolled in the register of the asset
management companies held by the Bank of Italy no.12 and belonging
fo the Intesa Sanpaolo banking group (“Fideuram Asset Management
SGR”or “SGR’).

This material has been prepared based on data processed by
Fideuram Asset Management SGR (and by other companies of Intesa
Sanpaolo banking group) and based on publicly available information
or other third-party sources; the opinion offered are based on sources
considered reliable and in good faith. Fideuram Asset Management
SGR does not guarantee the accuracy, completeness and reliability of
the data and information contained in this document and declines any
responsibility in this regard.

However, non-declaration of guarantee, explicit or implicit, is offered
the SGR on the accuracy, exhaustiveness and correctness of the
information. The opinions and forecasts herein are formulated
exclusively in reference to the document’s date of writing, and there is
no guarantee that results, or any other future events, will be consistent
with the opinions and forecasts contained herein.

None of the contents of this communication, or of any attached
documents, should be understood as research on investment matters,
or marketing communication, or as an offer, inducement, invitation,
solicitation or recommendation to buy or sell any security or financial
instrument or service or to pursue any investment product or strategy
or otherwise engage in any investment activity or as an expression of
an opinion as to the present or future value or price of any security or
financial instrument, nor as consulting on investment matters, of legal,
fiscal or other nature. The information contained in this material may
change as subsequent conditions vary.

The data, unless otherwise specified, do not take into account the
applicable tax regime.

This material may not be distributed or used for the purpose of offers or
Solicitations in the United States or in Canada or towards individuals
resident in any jurisdiction or in any circumstances in which such offers
or solicitations are unlawful or not authorized, or where there would be,
by virtue of such distribution, new or additional registration
requirements.

The SGR and its employees cannot be held liable for any potential
damages (even indirect or accidental) deriving from the fact that
someone may have relied on the information contained in this
communication and/or in any attached documents, and is not
responsible for any errors and/or omissions in the aforementioned
information.

This communication and its contents, including the contents of any
attached documents, may not be reproduced, redistributed, directly or
indirectly, to third parties or published, in its entirety or in part, for any
reason, without the prior written consent of the SGR.

FIDEURAM

INTESA SNNPAOLO
PRIVATE BANKING
Asset Management

Fideuram Intesa Sanpaolo Private Banking
Asset Management SGR S.p.A.

Via Melchiorre Gioia 22, 20124 Milano
Phone +39 02 725071 — Fax 02 72507626
www.fideuramispbsgr.it

Group company of INTES4 [ SNNPAOLO
} :




