Letter from the CIO

Does May mean “stay” this time?

After the collapse of Silicon Valley Bank (SVB) a month ago,
which after increasing concern and loss of trust led to the forced
takeover of Credit Suisse by UBS, it's another Californian
regional bank, First Republic Bank, that has been in the spotlight
in recent days. Indeed, it is the same scenario that impacted the
SVB that has just hit First Republican Bank as one of its main
competitors. The publication of its results on 24th April showed
a massive drop in deposits in the first quarter ($100 billion),
which immediately caused its share price to plummet by 50%,
following a fall of more than 80% since March. On the verge of
bankruptcy, the US regulator intervened this weekend to save
the bank, taking immediate control and selling most of its assets
to JP Morgan Chase after a lightning bid. Will this be the end of
the banking crisis that began a month ago? Only time will tell!
Despite this threat, markets performed reasonably well in April,
reassured by US and Swiss interventions to stabilise the
financial sector and buoyed by a US Q1 earnings season that,
at the halfway point, does not appear to be as bad as expected.
The S&P 500 closed April up by 1.5%. On closer inspection, the
three technology titans, Apple, Microsoft and Meta, were
responsible for more than half of the month's performance!
Record Q1 results and US interest rates showing signs of easing
are the main catalysts for this rally. Growth continues to lead the
way this year, with the MSCI US Growth Index up 18% in the
first four months, while the Value Index remains stuck at 0%! In
Europe, the Euro Stoxx 50 index rose by 1.9% over the month,
while the Swiss Market Index rose by almost 3%, driven by
strong gains from its two largest pharmaceutical companies
(Novartis +8.8% and Roche +7.4%). The MSCI Emerging
Markets Index fell by 1.2% over the same period. With no major
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announcements from the FED or ECB in April, sovereign bond
yields on both sides of the Atlantic remained relatively stable.
The US 10-year Treasury yield closed at 3.46% (+4bps), while
the German 10-year yield stabilised at 2.30% (+6bps). Finally,
dollar against euro continued its slide (-1.6%), while the Swiss
franc appreciated +0.6% against the European currency over
the same period. Gold remained flat this month (+0.6%), after
having risen by almost 8% last month.

Earnings season is in full swing in the US, with 50% of
companies having already reported their first-quarter results. On
the face of it, the business models of these companies have
been quite resilient, as S&P 500 earnings per share are on track
to fall 4.2% year-on-year, better than the consensus forecast of
a 6.7% decline at the end of the quarter (FactSet). In addition,
corporate profits beat forecasts at 6.9%, the highest rate since
the third quarter. And revenue growth came in at 2.9% (YoY,
down 3 points from Q4 2022. All in all, this is rather reassuring
news, which certainly helped to stabilise markets in April. But a
closer look reveals a slightly different picture. In Q4 2022,
companies had struggled to beat earnings estimates (beating
them by only 1.3%). The fact that companies were able to beat
their Q1 forecasts by such a large scale now can therefore
probably be explained by the fact that they were more cautious
(overly cautious?) in their forecasts for the first quarter of the
year. The results are thus better than expected, but they do not
point to an end of the economic crisis in the coming months,
even if the momentum of earnings revisions for the coming
quarters has improved across sectors since January.
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From a macroeconomic point of view, the situation on the
inflation front is improving but is still a concern for central banks.
This week's decisions by the FED and the ECB will be closely
watched. In the US, the CPI index published for March showed
a drop in inflation to 5% year-on-year, the lowest since May
2021. It was the fall in energy prices (-3.5% over the month and
-6.4% over the year) that helped bring down headline inflation.
What worries our central bankers, however, is the evolution of
core inflation (excluding food and energy), which remains high.
While it slowed slightly in the US to 0.4% for the month from
0.55% in February, it is still up 5.6% for the year from 5.5% last
month. The economy continues to slow down and there are risks
of recession, although there is some resilience in the face of
very tight monetary policy. According to a preliminary estimate,
the US economy grew at an annualised rate of 1.1% in the first
quarter of 2023. This represents a slowdown in the first three

months of the year compared to the previous quarter, when the
US economy had grown by 2.6%. In the eurozone, growth has
proved to be more resilient than expected, while fears of a
recession are mounting. According to a first estimate by
Eurostat, gross domestic product grew by 0.1% in the first
quarter. It had stagnated in the final quarter of last year. Over
the year, growth reached 1.3%, compared to 1.8% on an annual
basis in the last quarter of 2022. Inflation figures published at
the beginning of the week show that inflation in the zone has
started to rise again. After reaching 6.9% in March, Eurostat's
first estimate is that it rose slightly to 7% in April. Encouragingly,
however, core inflation (excluding energy, food, alcohol and
tobacco) fell for the first time in many months, from 5.7% in
March to 5.6% in April.
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The combination of these micro/macro indicators seems to confirm that the worst has been avoided, but that there are still many hurdles
to overcome. As a result, we have not made any major changes to our portfolios. We remain resolutely constructive, but cautious in the
face of a global economy approaching the end of its cycle and a more moderate turn from central banks. Profits taken last month on our
banking positions have been reinvested in US technology companies. Long time underweighted in our portfolios, the first quarter results
of these tech giants have shown that they have been able to adjust their model to the bursting of the technology bubble and remain key
players in an increasingly connected and digitalised world. More attractive valuation levels and a further easing of interest rates in the

coming months are all catalysts that should benefit these tech giants.

This month of May, we don’t sell and go away!

Jean-Christophe Rochat, CIIA
Chief Investment Officer
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This document is a marketing publication. It is provided for information purposes only and does not constitute a financial research or analysis, an offer, a
public offering, an investment advice, a recommendation, or an invitation to buy, subscribe, hold or sell any financial instrument and/or to provide a financial
service. Furthermore, this document does not take into consideration the personal situation, investment objectives or knowledge, needs and classification
of any person who may receive this document, unless otherwise stated. No verification is made by Banque Heritage SA as to the appropriateness and/or
adequacy of the information made available.

The general risks associated with financial services and investments are explained in the Swiss Bankers Association's brochure on the risks involved in
trading in financial instruments [www.swissbanking.ch]. Specific risks related to the financial instruments mentioned in this document, are described in
any prospectuses and basic information sheets (KID), which are available free of charge from Banque Heritage SA. Any investment decision should be
based on a prior study of the documentation and in particular the prospectus and the basic information sheet, if any.

This presentation and its content must not be distributed, transmitted or viewed by any person in any jurisdiction where the distribution, transmission or
viewing of this document would be unlawful under the securities or other laws of that or any jurisdiction.

This document is not the result of a financial analysis within the meaning of the Swiss Banking Directive on Independence Financial Research, which does
not apply to this publication. Accordingly, the views expressed in this document should be considered as short term market comments for informational
purposes only. As such, the views herein are only indicative and may be subject to frequent changes without prior notice. Each person must make his
own independent analysis of the risks (including legal, regulatory, tax), with professional advisors if necessary, before investing in any security, financial
instrument or financial market mentioned herein. Investors shall in particular bear in mind that past performance should not be taken as an indication or
guarantee of current or future performance. The information provided is based on sources believed to be reliable. However, Banque Heritage SA does
not guarantee its completeness or accuracy nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as
well as prices, market valuations and calculations contained herein are subject to change without notice. Its content is intended for the recipient only and
should not be reproduced, published, circulated or disclosed to any other person without prior consent of Banque Heritage SA.

No representation or warranty, express or implied, is made by Banque Heritage SA regarding the material contained in this presentation. Except for
statutory liability which cannot be excluded, each of the Bank, its directors, officers, employees, advisors and agents expressly does not accept any
responsibility for the completeness of the material contained in this presentation, or any opinions contained in this document, and assumes no liability
whatsoever in connection with the use of any information contained in this presentation.



