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Synopsis

Stock Market News

Despite the uncertain-
ties, the global
stock markets rose

2024 was characterized by a global interest rate
cut cycle and the US elections. Equity markets deli-
vered impressive returns, while bond strategies re-
quired skill. The euro weakened sharply against the
US dollarin the fourth quarter, gold shone as a com-
modity, and cryptocurrencies saw huge increases.

Global equity markets had a remarkable year in
2024, but there were significant differences bet-
ween regions. In the US, the S&P 500 reached new
highs* with a gain of 25%, strongly driven by the
“Magnificent 7” such as Nvidia (developer of gra-
phics processing units and chip cards), which once
again outperformed the market by far. By contrast,
the trend in Europe was more moderate: the EuroSt-
oxx 50 gained 8%, almost all of which was generated
in the first quarter, followed by sideways volatility.

In Japan, the Nikkei 225 rose by more than 20%
by the end of March. However, an unexpected inte-
rest rate hike by the Bank of Japan in August led to

a sharp decline of -7%, before the market quickly

* all performance data: Bloomberg, 31.12.2024

recovered and closed the year with a 6.3% gain.
The Chinese stock market, symbolized by the CSI
300, stagnated within narrow ranges in the first
nine months. It was only the economic stimulus
package announced in September that triggered a
spectacular rally, leading to a year-end gain of 15 %.

Bond markets experienced a volatile year. After a
yield high of 2.7 % for German government bonds
in May, vields fell to 2 % in June after the first inter-
est rate cut by the ECB. By year-end, ten-year yields
had settled at 2.4 %. The trend in the US was simi-
lar, albeit at a higher level: the ten-year yield closed
at 4.5%, the two-year yield at 4.2%. Both the ECB
and the Fed lowered their key rates by 100 basis
points, with the ECB taking the first step in June.
Overall, 2024 was a very positive year for investors.

KATHREIN Investment Report1/2025 3



CAPITAL MARKETS

Markets in Detail

STOCK MARKETS

In 2024, the global stock markets presented a
mixed picture with significant regional differen-
ces. The clear winner was the USA, which led the
way with an impressive 25.08%* growth. The
strong performance was driven by a robust eco-
nomy and the Fed‘s policy of interest rate cuts.
Small caps also benefited, with a solid 12.03%

increase, underlining the breadth of the rally.

The global equity market achieved a solid perfor-

mance of 17.49% over the course of the year, but

lagged behind the US. Europe ex UK showed a di-
sappointing result of -1.85%, weighed down by
economic uncertainties. The last quarter was par-
ticularly weak, with a decline of -10.75%, which
highlighted the structural challenges in the region.

The emerging markets were also unable to convin-
ce. Despite anincrease of 7.94%, losses of -7.86% in
the last quarter weighed on the overall picture. The
Pacific region (excl. Japan) experienced a similar
situation: it achieved 4.67%, but lost -9.11% in the
fourth quarter. Japan recorded with 6,30 % a mo-

derate increase, but also fell short of expectations.
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Past performance is not a reliable indicator of the future performance of financial instruments

* all values on US-Dollar basis
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BONDS
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The UK market achieved 7.55 %,
unable to stand out more due to politi-

but was

cal uncertainties and weak global demand.
Thegrowthmarketsalsoonlyachievedaplusof7.94%
and thus up

with the US markets.

were unable to keep

BOND MARKETS

The year 2024 presented major challenges for glo-
bal bond markets, particularly in Europe. Here, the
markets suffered greatly from the consequences of
rising yields and a weakening economy. USD high-
yield bonds led the way with an impressive 8.19%
gain. They benefited from a high risk appetite
among investors and a stable economic environ-
ment in the US.
Emerging also
by
assets.

market  corporate  bonds
up 6.95%,

higher

performed  solidly, driven

strong demand for yielding

In  contrast, European bond markets were

disappointing. EUR government bonds lost -4.50%,

while German government bonds performed even
weaker at -5.71%.

Inflation-protected bonds were hit particularly hard,
losing -6.19 %. The strong increase in yields at the
long end of the market and the persistent economic
weakness in the eurozone weighed heavily on these
markets.

EUR corporate bonds were also unable to escape
the downward trend and recorded a minus of
-1.82 %, due to uncertainty and weak demand.
By comparison, the US bond markets were much
more robust. US government bonds achieved a mo-
derate plus of 0.58%, which underscores the rela-
tive stability of the economic environment and the
effects of the interest rate cuts by the US Federal
Reserve.
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KATHREIN INVESTMENT STRATEGY

Retrospective and

Outlook

2024 was characterized by a consistent overweight
in equities, as our technical and fundamental in-
dicators were positive throughout the year. Even
when the indicators weakened at times, we maintai-
ned the overweight, which proved to be extremely
rewarding, particularly in the US. In currencies, we
remained mostly positive on the US dollar for most
of 2024.

The US dollar benefited both from relatively hig-
her interest rates in the US and from its position
as a safe haven in times of geopolitical uncer-
tainty. This enabled us to keep the costs of cur-
rency fluctuations for US dollar investments low.
In managing the maturities of our bond portfolios,
we took a shorter position than the market as a
whole in both the US and Europe.

Our bond portfolio is therefore less interest-rate
sensitive than German government bonds or the
European bond market.

We were able to increase returns significantly by ad-
ding a targeted mix of emerging market bonds, hed-
ged USD bonds and high-yield bonds in euros and
USD. For the future, we expect yields on longer ma-

turitiestorise againandyield curvesto normalize,i.e.
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bondswithlonger maturities will yield higherreturns.
Our investment strategy is continuously adapted
to changing market conditions in order to take ad-
vantage of opportunities and actively manage risks.
With our positioning, which is overweight in equi-
ties, we look optimistically but vigilantly at the chal-
lenges and opportunities of 2025.



MARKET OUTLOOK 2025

Trump’s Policies

Shape the Markets

The return of Donald Trump to the White House and
his “America First” agenda is likely to have a signifi-
cantimpact on global markets in 2025. Possible hig-
her tariffs and an aggressive trade policy will affect
both equity and bond markets: while US markets
could benefit from his pro-business policies, Eu-
rope and emerging markets face major challenges.
Trump's policy of tax cuts and deregulation should
support US stock markets. In particular, sectors such
as oil, gas, coal and private health insurers could be-
nefit. At the same time, the reversal of climate po-
licy measures will have a negative impact on com-
panies in the renewable energies sector. Overall, the
reindustrialization of the US and a robust domestic

economy could initially keep US markets stable.

Trump’s protectionist policy poses significant
challenges for European exporters. Planned ta-
riffs of up to 20% on US imports (and 60% on
Chinese goods) could reduce the competiti-
veness of European companies, particularly in
cyclical sectors. This would further burden the al-
ready weak European economy. Emerging markets
that depend heavily on exports and a stable US dol-
lar could suffer from additional financing costs and

currency devaluations. In Europe, tariff policy and
weak growth could force the ECB to pursue an ex-
pansive monetary policy for longer, while demand
for safe government bonds such as German Bunds
could increase as valuations have been too low in

the past and yields rise despite interest rate cuts.
CONCLUSION: CHANCES AND RISKS

Trump's policies offer opportunities for US markets,
but pose significant risks for Europe and emer-
ging markets. An escalating trade war could dam-
pen global growth, fuel inflation and put pressure
on markets. However, if the conflicts can be con-
tained, moderate interest rates and stable growth
could support the markets. 2025 will be a turbulent
year for investors. We are constantly monitoring de-

velopments and adjusting our strategy accordingly.
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DISCLAIMER

This document is a marketing communi-
cation of Kathrein Privatbank Aktiengesell-
schaft (hereinafter “Kathrein®”) within the mea-
ning of the Securities Supervision Act 2018
and is provided for information purposes only.
Although we believe that the sources used for this
document from third-party providers are reliable,
we cannot assume any liability for the complete-
ness, correctness and timeliness of the information
provided here. The document reflects the state of
affairs at the time of its preparation and we reserve
the right to change the content of this document.
The analyses and conclusions are of a general na-
ture and therefore do not take into account the in-
dividual needs of investors, in particular with regard
to income targets and risk tolerance, or the sui-
tability of financial instruments for investors. The
content of this document is not legally binding and
does not constitute a recommendation or an offer
to buy or sell securities or other financial instru-
ments. An investment decision regarding any secu-
rities or other financial instruments should only be
made on the basis of a consultation and not sole-

ly on the basis of this marketing communication.
Risk and performance information

It should be noted that investments in funds involve
risks as well as opportunities, as value and income
can rise but also fall. Simulated future returns are
therefore not a reliable indicator of the actual future
performance of an investment. Past performance is
not a reliable indicator of the future performance of

an investment.
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