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Summary: Frag“e markets and narrow |eadership Performance figures (as of 31/05/2023 in local currency)
Despite the US large-cap tech stock rally in May, global equities fell by 1.1% and global Fixed Income vield 1M % YD %
government bonds declined by 2.2% (USD, unhedged terms). Key themes included: US 10 Yr 3.65%  -1.4% 2.9%
UK 10 Yr 418%  -3.0% -1.6%
e Banking risk stabilises, with broader stress metrics subdued; Swiss 10 Yr 0.89% 1.6% 6.3%
e Major central banks continue to raise interest rates amid sticky core inflation; German 10 Yr 2 28% 0.6% 3.4%
e US debt ceiling suspended for two years following a last-minute deal. Global IG (hdg $)  5.12% -0.9% 3.0%
Following the failure of First Republic, financial distress faded in May as stress measures  Gjopal HY (hdg $) 9.47%  -0.5% 2.8%
receded. Western Alliance — a struggling US regional bank — reported deposit growth since
the end of the first quarter. China tensions somewhat deescalated after the G7 summit: a  Equity Index Level 1M % YTD %
joint communiqué emphasised ‘de-risking’ rather than ‘de-coupling’, while Biden sounded MSclI World ($) 8,667 -1.0% 8.5%
more positive on relations. The narrow stock market rally continued: the seven largest US  sgp 500 4,180 0.4% 9.6%
technology-related stocks — which represent nearly 30% of the S&P 500 index — accounted  p1sc) Uk 14,003  -5.2% 1.3%
for all of its ¢.10% year-to-date return. Commodity prices fell last month (in USD terms), gy 11218 -1.6% 7.7%
including Brent Crude (-8.6%), copper (-5.9%) and gold (-1.4%). Euro Stoxx 50 4218 1.9% 14.2%
US: Tight labour market; Peak interest rates?; Debt ceiling resolution = 15664  -1.6% 12.5%
US economic activity remained upbeat, albeit patchy. Consumption was robust — core retail Eas 7,099 ~3.9% 12.3%
Hang Seng 18,234 -7.9% -6.9%

sales grew by 0.6% in April — and the labour market remained tight, with the unemployment
rate moving lower to 3.4% (its joint lowest reading since 1969). On the other hand, the ISM MSCI EM ($) 491 1.7% 1.1%
Manufacturing PMI remained in contraction territory in May, with the closely-watched New ¢y rencies (trade-weighted) 1M %  YTD %
Orders sub-index falling to 42.6. Inflation continued to gradually abate: the headline rate

edged lower to 4.9% (y/y) in April, as did core inflation to 5.5%. The Federal Reserve raised US Dollar 1.6% 0.4%
its target rate range by 25bps to 5-5.25% - initially thought to be the final hike — though Euro -L.1% 1.8%
policymakers hinted that the tightening cycle may not be over. Finally, Joe Biden and Ve -1.1% ~4.4%
Republican House Speaker McCarthy agreed to suspend the US debt ceiling for two years, Pound Sterling 1.2% 2.9%
in exchange for non-defence government spending to be ‘roughly flat' next year. Swiss Franc 0.3% 2.2%
Chinese Yuan -1.4% -2.2%
Europe: Sticky inflation; Hiking continues; Elections in focus -
Economic momentum decelerated in both the euro area and UK: the flash Composite PMIs commodities Level 1M % YTD %
edged lower in May — though still signalled expansion — and the manufacturing to services Gold ($/02) 1963  -1.4% 7.6%
PMI gap widened further. First-quarter GDP estimates revealed that Germany entered a  Brent ($/bl) 72.66 -8.6% -15.4%
technical recession, after a downward revision, while UK output grew by 0.1% (qg/q). Euro  Copper ($/t) 8,070 -5.9% -3.5%

area headline inflation declined to 6.1% (y/y) in May, while core inflation fell to 5.3%. The Source: Bloomberg, Rothschild & Co

UK headline CPI rate also fell sharply to 8.7% in April, but core inflation accelerated to 10.year government bond yields
6.8% — its highest reading since 1992. Both the ECB and BOE raised interest rates by US, UK, Germany (%)

25bps to 3.25% and 4.5%, respectively. A busy electoral calendar saw Erdogan and 5y

Mitsotakis retain their leadership in Turkey and Greece, respectively, while Spanish PM
Sanchez called a July snap election following poor results in local polls. 4% i
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ROW: China’s cautious recovery; Japan’s economic revival? 3%

China’s activity data were generally weaker than anticipated in April, but still reflected a 2%
rebounding economy: retail sales grew by almost 20% (y/y) — partly due to base effects —
while new home prices rose for the third consecutive month. The NBS Manufacturing PMI
contracted at a slightly faster pace in May (48.8), although the Non-Manufacturing PMI  qo

remained comfortably above the neutral 50-mark. Even so, headline inflation decelerated

to 0.1% (yly), along with producer price inflation to -3.6%. Elsewhere, Japan’s economy 1%

appeared resilient: output expanded by a healthy 1.6% (g/q, ann.) during the first quarter, 2018 2019 2020 2021 2022 2023
and the timelier services PMI rose to a record high in May. Core inflation accelerated to —Us UK ——Germany

4.1% (y/y), its highest reading since 1981. Source: Bloomberg, Rothschild & Co., 01.01.2018 — 31.05.2023
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Important information

This content is produced by Rothschild & Co Wealth Management UK Limited, Rothschild & Co Bank AG and Rothschild & Co Vermégensverwaltung GmbH for information and marketing purposes only. This
content does not constitute a personal recommendation or an offer or invitation to buy or sell securities or any other banking or investment product.

Nothing in this content constitutes legal, accounting or tax advice. The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your original
investment. Past performance should not be taken as a guide to future performance. Investing for return involves the acceptance of risk: performance aspirations are not and cannot be guaranteed. Should you
change your outlook concerning your investment objectives and/or your risk and return tolerance(s), please contact your client adviser. Where an investment involves exposure to a foreign currency, changes
in rates of exchange may cause the value of the investment, and the income from it, to go up or down.

Income may be produced at the expense of capital returns. Portfolio returns will be considered on a “total return” basis meaning returns are derived from both capital appreciation or depreciation as reflected in
the prices of your portfolio's investments and from income received from them by way of dividends and coupons.

Holdings in example or real discretionary portfolios shown herein are detailed for illustrative purposes only and are subject to change without notice. As with the rest of this content, they must not be considered
as a solicitation or recommendation for separate investment.

Although the information and data herein are obtained from sources believed to be reliable, no representation or warranty, expressed or implied, is or will be made and, save in the case of fraud, no
responsibility or liability is or will be accepted by Rothschild & Co Bank AG as to or in relation to the fairness, accuracy or completeness of this content or the information forming the basis of this content or for
any reliance placed in this content by any person whatsoever. In particular, no representation or warranty is given as to the achievement or reasonableness of any future projections, targets, estimates or
forecasts contained in this content. Furthermore, all opinions and data used in this content are subject to change without prior notice.

This content is distributed in Switzerland by Rothschild & Co Bank AG and in the UK by Rothschild & Co Wealth Management UK Limited. Law or other regulation may restrict the distribution of this content in
certain jurisdictions. Accordingly, recipients of this content should inform themselves about and observe all applicable legal and regulatory requirements. For the avoidance of doubt, neither this content nor any
copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person. References in this content to Rothschild & Co are to any of the various companies in the
Rothschild & Co Continuation Holdings AG operating/trading under the name “Rothschild & Co” and not necessarily to any specific Rothschild & Co company. None of the Rothschild & Co companies outside
the UK are authorised under the UK Financial Services and Markets Act 2000 and accordingly, in the event that services are provided by any of these companies, the protections provided by the UK regulatory
system for private customers will not apply, nor will compensation be available under the UK Financial Services Compensation Scheme. If you have any questions on this content, your portfolio or any
elements of our services, please contact your client adviser.

The Rothschild & Co group includes the following wealth management businesses (amongst others): Rothschild & Co Wealth Management UK Limited. Registered in England No 04416252. Registered office:
New Court, St Swithin's Lane, London, EC4N 8AL. Authorised and regulated by the Financial Conduct Authority. Rothschild & Co Bank International Limited. Registered office: St Julian's Court, St Julian's
Avenue, St Peter Port, Guernsey, GY1 3BP. Licensed and regulated by the Guernsey Financial Services Commission for the provision of Banking and Investment Services. Rothschild & Co Bank AG.
Registered office: Zollikerstrasse 181, 8034 Zurich, Switzerland. Authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA).
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