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We retain our bearish USD bias going into 2026.
Growth and monetary policy asymmetries plus the
persistent US twin deficit are the main drivers of our
bearish USD view. However, the potential for US
economic and inflation resilience should not be un-
derestimated and could at least constrain USD weak-
ness. Al as well as policy credibility and political sta-
bility risks are wild cards that have the potential to
move FX outcomes in many directions.

In our 2025 sneak preview (FX Monthly December
2024), we argued that the USD starts 2025 in the pole
position. Three factors supported the USD in our view:
1) Solid US economic performance versus structural
problems in most other leading economies; 2) Favor-
able interest rate differentials and the Fed set to ease
less than other major central banks; 3) Unilateral tar-
iff hikes expected to benefit the currency of the ini-
tiating country. However, we also warned that Trump’s
policy agenda could backfire and undermine the USD.
A particular concern to us was government debt sus-
tainability and Fed independence.

Qur Macro positions were mostly long USD at the
start of the year with the notable exception of a long
JPY position. The USD reached a high in January but
that proved short lived. Increased uncertainty over the
direction of US policy prompted us to square our long
USD Macro positions in early February but keep the
long JPY position. We maintained these Macro posi-
tions through the end of June due to the overall high
uncertainty in FX markets. In July, we added short USD
positions versus the EUR, the CHF and the SEK, which
we believed would benefit from a structural portfolio

repositioning and increased hedging activity. Since
then, the USD managed to stabilize, with the USD DXY
moving in a range between 96 and 100, while regain-
ing most lost ground versus the JPY (USDJPY returned
to near the highs seen at the end of last year).

Given the two phases of USD movements, the per-
formance of our Macro positions was only slightly pos-
itive. In the first half, most positions were neutral ex-
cept for the long JPY position while the USD
depreciated. In the second half, the performance of
the long EUR, CHF and SEK positions was on balance
neutral, while the long JPY position lost most of the
gains of the first half. Our Business Sentiment posi-
tions captured the USD selloff in the first half better,
but lost some of the gains in the second half due to
the JPY weakness. Our Technical positions delivered
modest gains in both halves of the year.

Key themes for 2026
Moving into 2026, we see five themes impacting FX
markets:

1. A cyclical improvement in global growth condi-
tions foreshadowed by the recent rise in business sen-
timent indicators, with Europe accelerating thanks to
German fiscal stimulus.

2. Al'is a wild card which could go both boom and
bust and impact the US most directly.

3. Diverging monetary policy paths with the Fed
easing the most, the ECB and most other central banks
staying on hold and the BoJ raising interest rates fur-
ther.

4. More focus on the divergence in fiscal and ex-
ternal balances between deficit economies (e.g. the
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US) and surplus economies (e.g. Switzerland).

5. Ongoing policy credibility and political stability
risks with concerns in the US shifting from tariffs to
Fed independence and debt sustainability, while risks
of further political fragmentation and fiscal tensions
in Europe remain elevated.

The base case remains USD bearish

In our view, the balance of the five themes remains
bearish for the USD outlook. The main drivers in our
view are the growth and monetary policy asymmetries:
the cyclical improvement in global growth conditions
that is not led by the US and Fed easing against most-
ly stable monetary conditions elsewhere. The US twin
deficit will add downside pressure for the USD. Struc-
turally, the downside potential for the USD will de-
pend much on how quickly the USD will lose its at-
traction as a higher-yielding carry currency and how
soon foreign investors and corporates will increase
the hedges of their USD positions. Additional catalysts
for USD downside could be Al disappointments and
concerns over Fed independence and debt sustain-
ability that trigger a broader selloff in US asset mar-
kets. On the flip side, US growth and inflation resil-
ience, possibly supported by further Al progress and
strong US asset performance could support the USD,
especially if that leads to repricing in Fed rate cut ex-
pectations. Importantly, the USD outlook depends not
just on developments in the US.

EUR: The EUR is well positioned in a USD bearish
scenario if its economy accelerates as expected and
the ECB stays on hold. In particular the narrowing of
interest-rate differentials should lead to more hedg-
ing activity. However, the EUR remains also vulnera-
ble thanks to unstable political and fiscal conditions
in several member countries.

JPY: The JPY has so far failed to make a convinc-
ing gain versus the USD. In our view, fundamentals
and technicals are supportive for a stronger JPY (eco-
nomic and inflation resilience argues for monetary pol-
icy normalization, current account surplus, massive
JPY undervaluation and the recent drop of JPY over-
bought speculative positions to neutral). Headwinds
come from the revival of Abe-style economic policies
und the new Takaichi government and the question is
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whether the BoJ will be sufficiently independent to
maintain the normalization path.

GBP: The GBP has been an underperformer in
2025 despite signs of economic resilience and little
monetary easing. The government’s struggle to con-
solidate the budget has been a key headwind. The
government’s latest fiscal plan has been well received
but we doubt it will be sufficient to remove the fiscal
concerns permanently. In addition, the fallout from
BREXIT remains in our view negative for the UK econ-
omy and, thus, for the GBP. As a high-beta currency
with few idiosyncratic drivers, the GBP’s prospects
will largely depend on overall risk sentiment.

CHF: The CHF remains in a fundamentally strong
position. The economy is holding up well, inflation is
inside the target range, the twin surplus is solid and
the CHF’s safe-haven status is uncontested. The main
headwinds are the CHF’s attraction as a carry funder
and high hedging costs versus the USD. We believe
the SNB will stay on hold, thus, much depends on Fed
policy actions.

SEK: The SEK benefits from improving global
growth conditions and its economic outperformance
versus regional peers. Housing-related pressures have
faded with the decline in interest rates. The SEK fur-
ther benefits from the rising focus on fiscal positions
and its large current account surplus. Low interest
rates create some headwind but the SEK is unlikely
to become a carry funder.

CAD: The CAD has been an underperformer in
2025. The new government has restored confidence
in Canada’s policy making but trade tensions with the
US remain elevated and there is no support from oil
prices. The BoC has cut interest rates much ahead of
the Fed, which has helped alleviate pressure in the
housing sector, but makes the CAD vulnerable to car-
ry headwinds.

AUD: The AUD is set to benefit from firm growth
and inflation, which leave the RBA little/no room to
cut interest rates. The result is probably more carry
inflows as well as hedging activity of USD assets. Im-
proving global growth conditions are also positive for
commodity demand, but a key risk is China’s struggle
to revive domestic demand.

QCAM Monthly | 2



QCAM

Currency
Asset
Management

Economy & Interest Rates

Global growth conditions continued to improve
gradually with most country forecasts pointing to
slightly better growth prospects in 2026, notably
in Europe. Business sentiment improved for the last
three months while consumer confidence remained
depressed. Actual and expected inflation readings
were mostly stable and on target but remain ele-
vated in the US, the UK and Japan. We expect in-
flation in the US to stay resilient as the impact of

increased tariffs continues to materialize. Monetary
easing has run its course in most countries, nota-
bly in the Euro area, and we expect only residual
rate cuts this year and next. The Fed, on the other
hand, remains in easing mode and we expect the
funds rate to fall to 3% in 2026 if labor market con-
ditions stay soft. The BoJ is expected to resume
tightening despite the political leadership change
in Japan in an effort to restore price stability.

Real GDP growthl Unemployment rate* Inflation rate® Current account? Fiscal balance? Public debt?

2025 2026 2025 2026 2025 2026 2025 2026 2025 2026 2025 2026

Global 2.5 2.6 n.a. n.a. 2.7 2.7 n.a. n.a. n.a. n.a. n.a. n.a.
Developed 1.6 1.7 n.a. n.a. 2.6 2.5 n.a. n.a. n.a. n.a. n.a. n.a.
USA 2.0 2.0 4.2 4.4 2.9 2.8 -4.0 -3.7 -7.4 -7.5 125 128
Canada 1.5 1.5 6.8 6.6 2.0 2.0 -0.2 -0.3 -2.2 -2.4 114 113
Euro-area 1.3 1.5 6.4 6.3 2.1 1.9 2.5 2.3 =32 -3.4 88 89
Sweden 1.5 1.7 8.5 8.2 0.9 1.0 6.0 6.0 -1.5 -2.0 34 34
Switzerland 1.0 1.2 2.5 2.5 0.2 0.5 5.0 5.0 0.3 0.0 37 36
UK 1.4 1.0 4.8 5.0 3.3 3.0 -3.5 -3.0 -4.5 =3.5 103 105
Japan 1.3 1.0 2.6 2.6 33 2.5 4.0 3.5 -7.0 -7.0 230 227
Australia 1.7 2.5 4.2 4.2 2.8 3.0 -2.0 -2.0 0.5 0.0 51 50
Emerging 3.8 3.8 n.a. n.a. 2.8 2.8 n.a. n.a. n.a. n.a. n.a. n.a.
China 4.9 4.5 52 52 0.0 0.5 3.0 2.5 8.5 8.5 96 100
India 7.0 7.0 n.a. n.a. 2.2 4.0 -1.0 -1.5 -7.0 -7.0 80 80
Russia 0.5 1.0 2.4 2.7 9.0 7.0 2.0 2.0 -2.5 -2.0 21 22
Brazil 2.2 2.0 6.0 6.0 5.0 4.0 -2.5 -2.5 -9.0 -9.0 91 94

Source: OECD, IMF World Economic Outlook and QCAM estimates Yin percent annual average 2 In percent of GDP
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*The last observations are QCAM estimates based on other surveys
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Interest Rate Level Overview
Short Term Interest Rate (3month OIS) Long Term Interest Rate (10year Swap)

Current 1Mago 3Mago 12Mago @ 3years Current 1Mago 3Mago 12Mago @ 3years

usD 3.66% 3.79% 4.11% 4.44% 4.81% 3.96% 3.95% 4.01% 4.03% 3.10%
EUR 2.04% 2.04% 2.08% 2.92% 3.06% 2.73% 2.59% 2.68% 2.09% 2.72%
JPY 0.65% 0.56% 0.52% 0.38% 0.20% 1.69% 1.50% 1.45% 1.05% 0.99%
GBP 3.78% 3.87% 3.97% 4.65% 4.65% 3.97% 3.92% 4.25% 3.78% 3.93%
CHF -0.06% -0.06% -0.06% 0.57% 0.95% 0.49% 0.41% 0.52% 0.27% 1.08%
AUD 3.61% 3.58% 3.51% 4.34% 4.01% 4.49% 4.17% 4.10% 4.19% 4.20%
CAD 2.24% 2.26% 2.62% 3.37% 4.00% 3.31% 3.18% 3.46% 3.22% 3.56%
SEK 1.78% 1.74% 1.91% 2.49% 3.05% 2.93% 2.69% 2.70% 2.13% 2.75%
RUB 16.50%  15.00%  16.40%  22.30%  14.63% 9.62%  11.12% 9.62%  11.12% 9.61%
BRL 13.23%  13.50%  13.54% 10.09%  11.49%  12.80%  13.22%  13.50%  13.77%  12.45%
CNY 1.59% 1.59% 1.52% 1.69% 1.91% 1.69% 1.65% 1.72% 1.65% 2.11%
TRY 39.15%  40.40%  41.35% 49.75%  38.90%  29.00%  29.60% = 28.20% @ 27.62% = 26.15%
INR 5.41% 5.48% 5.52% 6.47% 6.41% 6.04% 5.89% 6.03% 6.05% 6.26%

Source: QCAM Currency Asset Management, as of December 3rd, 2025

3-month Rates

8%
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Source: QCAM Currency Asset Management, as of end of November 2025
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FX Performance vs. PPP

The USD DXY inched 0.5 lower in November with the USD declined somewhat but remains elevated
all major currencies gaining some ground versus the with USDCHF and GBPCHF hedging still most ex-
USD except for the JPY. EM FX performance was pensive. Actual and implied FX volatilities declined
mixed with BRL and CNH gaining and INR and TRY or remained stable except for the JPY and are well

losing. Speculative oversold USD positions declined below their historical averages. PPP estimates con-
to neutral mostly on falling long positions in the tinue to grind against the USD as US inflation re-
JPY. USD short-term interest rates moved lower mains more resilient. USD overvaluation persisted
while interest rates for all other major currencies across the board with the JPY still most underval-

stayed stable. The cost of forward hedging versus ued (48%).

Overview
T Performance® Purchasing Power Parity2
Exchange
o YTD 1M 12M 5 years PPP Neutral Range Deviation®

EURUSD 1.161 12.16% 0.72% 10.67% -4.02% 1.23 1.10-1.36 -6%
USDJPY 155.950 -0.90% 1.20% 4.24% 49.22% 105.03 93.09 - 116.96 48%
GBPUSD 1.319 5.39% 0.47% 4.35% -1.18% 1.53 1.36 - 1.69 -14%
EURCHF 0.933 -0.67% 0.71% 0.32% -13.89% 0.89 0.84 - 0.94 5%
USDCHF 0.804 -11.43% -0.01% -9.36% -10.29% 0.77 0.69 - 0.86 4%
GBPCHF 1.061 -6.65% 0.46% -5.42% -11.35% 0.98 0.89 - 1.07 8%
CHFJPY 193.957 11.87% 1.20% 15.01% 66.32% 96.11 85.19 - 107.02 102%
AUDUSD 0.656 5.98% 0.26% 1.45% -11.38% 0.76 0.67 - 0.85 -14%
USDCAD 1.399 -2.81% -0.24% -0.50% 8.14% 1.23 1.14-1.31 14%
USDSEK 9.445 -14.70% -0.59% -14.19% 11.34% 8.56 7.59 - 9.53 10%
EURSEK 10.963 -4.33% 0.12% -5.03% 6.86% 8.97 8.42-9.52 22%
USDRUB 77.200 -32.12% -4.52% -27.55% 2.74% 71.89 52.78 - 91.00 7%
USDBRL 5.336 -13.54% -0.88% -11.79% 1.93% 4.01 244 -5.57 33%
USDCNH 7.068 -3.64% -0.80% -3.03% 7.95% 7.12 6.53-7.70 -1%
USDTRY 42.424 19.95% 0.88% 22.20% 438.97% 29.87 23.52 - 36.22 42%
USDINR 89.915 5.07% 1.27% 6.10% 21.96% 83.21 76.57 - 89.85 8%
US_Dollar_Index 99.350 -8.42% -0.45% -6.67% 9.03% 88.20 82.37 - 94.03 13%

' Performance over the respective period of time, in percent
2 Purchasing power parity (PPP) is estimated based on the relative development of inflation rates in two currency markets;
the neutral range is determined by + 1 standard deviation of the historical variation around the PPP value.

 Deviation of the current spot rate from PPP, in percent.

Source: QCAM Currency Asset Management, as of December 3rd, 2025
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FX Spot vs Forwards

FX Forwards Level and Premium

Current

Forward Level Premium p.a.
Exchange
Rate M 3M 12M 1M 3M 12M
EURUSD 1.161 1.1627 1.1660 1.1795 1.99% 1.84% 1.59%
USDJPY 155.950 155.4394 154.6450 151.4176 -3.68% -3.35% -2.87%
GBPUSD 1.319 1.3194 1.3193 1.3181 0.01% -0.04% -0.09%
EURCHF 0.933 0.9313 0.9282 0.9136 -2.31% -2.17% -2.08%
USDCHF 0.804 0.8009 0.7960 0.7745 -4.29% -3.99% -3.61%
GBPCHF 1.061 1.0568 1.0501 1.0210 -4.28% -4.03% -3.71%
CHFJPY 193.957 194.0612 194.2732 195.4818 0.60% 0.65% 0.78%
AUDUSD 0.656 0.6556 0.6557 0.6540 0.24% 0.14% -0.23%
USDCAD 1.399 1.3962 1.3927 1.3793 -1.85% -1.69% -1.36%
USDSEK 9.445 9.4263 9.3972 9.2935 -2.21% -2.02% -1.58%
EURSEK 10.963 10.9604 10.9573 10.9612 -0.23% -0.19% -0.01%
USDRUB 77.200 78.3257 80.0502 89.8609 13.13% 14.77% 16.18%
USDBRL 5.336 5.3698 5.4445 5.7817 7.22% 8.17% 8.25%
USDCNH 7.068 7.0529 7.0289 6.9326 -2.38% -2.20% -1.89%
USDTRY 42.424 43.5226 45.4636 55.9457 28.25% 28.66% 31.44%
USDINR 89.915 90.1139 90.4576 92.1443 2.49% 2.39% 2.45%
Historical Spot Performance and Current Forward Premium vs. the US Dollar
40% e
B 1 year historical spot performance B 1 year current forward premium
30%
20%
10% -
0% -
-10%
-20%
-30%
EUR JPY GBP CHF AUD CAD SEK RUB BRL CNY TRY INR

Source: QCAM Currency Asset Management, as of December 3rd, 2025
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Historical vs. Implied Volatility
Current Historical Volatility * Implied Volatility 2
Exchange
Rate Current iM 12M @ 5 years Current iM 12M @ 5 years
EURUSD 1.161 5.30% 6.05% 7.04% 7.47% 5.65% 5.78% 7.75% 7.17%
USDJPY 155.950 8.32% 8.43% 11.39% 9.47% 9.10% 8.73% 11.15% 9.35%
GBPUSD 1.319 5.95% 6.29% 7.31% 8.25% 6.35% 6.95% 7.68% 8.12%
EURCHF 0.933 2.89% 2.86% 4.93% 5.17% 4.03% 4.22% 5.98% 5.55%
USDCHF 0.804 6.60% 6.60% 6.83% 7.80% 6.60% 6.68% 7.30% 7.37%
GBPCHF 1.061 4.66% 4.57% 7.32% 7.04% 5.80% 6.25% 7.05% 7.35%
CHFJPY 193.957 7.06% 5.99% 7.95% 7.97% 7.38% 7.30% 9.65% 8.52%
AUDUSD 0.656 6.68% 6.95% 8.81% 10.36% 7.98% 8.15% 9.50% 10.13%
USDCAD 1.399 3.75% 3.51% 4.37% 6.34% 4.48% 4.28% 5.53% 6.39%
USDSEK 9.445 7.39% 7.99% 8.88% 10.89% 8.17% 8.48% 11.15% 10.62%
EURSEK 10.963 4.57% 4.40% 5.23% 6.16% 5.10% 5.15% 5.93% 6.47%
USDRUB 77.200 13.63% 13.01% 22.78% 22.33% 22.83% 22.95% 24.10% 27.29%
USDBRL 5.336 8.94% 9.02% 11.61% 13.66% 11.28% 11.68% 14.93% 15.66%
USDCNH 7.068 2.12% 2.13% 5.48% 4.54% 2.78% 3.13% 5.93% 5.14%
USDTRY 42.424 1.48% 1.44% 2.71% 11.68% 12.48% 12.90% 14.35% 20.18%
USDINR 89.915 4.03% 3.80% 1.36% 3.82% 4.08% 3.75% 3.20% 4.64%
1 Realised 3-month volatility (annualised) 2 Market implied 3-month volatility (annualised)

QCAM Volatility Indicator?

0.30

0.25

0.20

0.15

historical volatility in percent

0.10 -

0.05 \WJ 'Wn‘/hw wrHy f

0.00 \ \ \ \
2005 2010 2015 2020 2025

3 The QCAM volatility indicator measures general volatility in global FX markets; the indicator is based on historical volatility

of the main exchange rates, which are weighted by trading volume.

Source: QCAM Currency Asset Management, as of December 3rd, 2025
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FX Analytics

QCAM has an analytical framework to take scal-
able exchange rate positions. The QCAM ex-
change rate strategy for each currency pair has
three principle components:

e Macro

e Business Sentiment

e Technical

The positioning signals from each component are
aggregated into an overall positioning score for
each currency pair.

The Macro component consists typically of eco-
nomic growth, balance of payments, fiscal and mon-
etary policy and in some cases commodity funda-
mentals. The positions are either discretionary or
model driven.

The Business Sentiment component is a rule-
based framework built on business surveys.

The Technical component consists primarily of
the technical analysis of daily exchange rates (trend
following and mean reversion).

The summary table below and the following pag-
es show the QCAM strategy framework and the

positioning for the major currency pairs actively
covered by QCAM. The tables break each of the
three strategies into subcomponents with an indi-
cation of the current impact. The charts show the
respective exchange rate with past QCAM posi-
tions and their scale.

December 2025 — Current positioning

We kept all discretionary Macro positions un-
changed with EUR, JPY, CHF and SEK long versus
the USD. The Macro interest rate model shifted
short JPY. In Business Sentiment, the short CHF
position switched to long versus the USD. The bal-
ance of all Business Sentiment positions is 50%
short USD. In Technical, the short GBP position de-
clined, the SEK position went neutral versus the
EUR and the CAD position went short versus the
USD. On balance, the long USD Technical positions
increased. The balance of all strategy positions is
slightly short USD resting mainly on the longs in
EUR and CHF. The overall EUR position is neutral
versus the CHF and short versus the SEK.

Overview®
Macro Business Technical Comment
Sentiment

EURUSD + + 0 All positions were unchanged with the overall position 25%
long EUR.

USDJPY =/ - Al The Macro carry model went short JPY, leaving the overall
position roughly neutral

EURCHF 0 " N All EURCHF positions were unchanged. Business Sentiment

USDCHF - - 0 went long CHF versus the USD, pushing the overall position
to long CHF versus the USD.

GBPUSD 0 ++ - The short GBP Technical position declined, pushing the
overall position to slightly long GBP.

EURSEK O/+ - 0 The Technical position went neutral, reducing the overall
long SEK position.

USDCAD 0 - ++ The Technical position went short CAD, leaving the overall

position short CAD as well.

' The signs relate to the first currency of the exchange rate pair ; ++ or -- means 100% long or short; */* means split strategy position.

Source: QCAM Currency Asset Management
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We kept the Macro position at long EUR (see also terest rate spreads narrow and US policy uncer-
main article). Positive growth revisions, ECB on hold tainty continues. The main risk to the bullish EUR
and a solid current account surplus remain key sup- view are political and fiscal tensions in the EU and
ports for the EUR, while we think that US growth a more resilient US economy. Business Sentiment

will moderate, the Fed will ease further and the US stayed long EUR, Technical remained neutral and
current account deficit will stay high. EUR upside the balance of all strategy positions is 25% long

potential depends on more hedging activity as in- EUR.
FX Factors EUR Impact Comment
Macro Current Account Balances + The Euro-area's current account surplus remains stable versus

the US current account deficit

Fiscal Balances 0 Euro-area deficit likely to rise but remain below the US deficit
Interest Rate Differentials 0/+ ECB easing has come to an end but Fed likely to cut further
Sentiment Business Sentiment + The momentum of Euro-area surveys stayed ahead versus

that of US surveys

Risk Sentiment 0/- Political uncertainties remain a risk factor
Technical Price Action - Technical stayed short EUR

Spec Positions 0/- Net long EUR position remained elevated

PPP Valuation 0 EUR is 6% undervalued

EURUSD and QCAM Strategic Positioning

1.4

1.3

1.2 H

1.1

1.0

T T T
2015 2020 2025

—— Short EUR

Long EUR

Neutral Signal Strength

Source: QCAM Currency Asset Management
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USDJPY

We kept the discretionary Macro position at long JPY
(see also main article). The data continues to show eco-
nomic growth and inflation resilience. The BoJ paused
following the change in government but we expect
rate hikes will resume possibly as early as at the next
meeting. We believe the Takaichi-trade (buy Japanese
equities and sell the JPY) has largely run its course and

we also expect the JPY to gradually regain its safe-ha-
ven status, which helps in times of increased policy

uncertainty. As a result, we see the overall risk/reward

trade-off as favourable for the JPY. The Macro carry
model went short JPY, Business Sentiment remained

long JPY and Technical stayed short JPY, shifting the
overall JPY position to roughly neutral.

FX Factors JPY Impact Comment
Macro Current Account Balances + The Japanese current account surplus remains solid

FDI Flows - Net outflows largely offset current account surplus

Interest Rate Differentials - The Macro carry model went short JPY on reduced volatility
Sentiment Business Sentiment + The momentum of Japanese Business Sentiment improved

versus that of US surveys

Risk Sentiment 0 Safe-haven character not yet restored
Technical Price Action - Technical stayed short JPY

Spec Positions 0 Net long JPY position declined close to neutral

PPP Valuation + The JPY is currently about 48% undervalued

USDJPY and QCAM Strategic Positioning
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We kept the discretionary Macro position at neutral
versus the EUR. EURCHF stayed in the 0.92 to 0.94
range since early April. Swiss fundamentals remain sol-
id despite the tariff shock, external and fiscal positions
are rock solid and the CHF is an attractive safe haven
and reserve currency in times of increased uncertain-
ty. Potential risks to the economy and ongoing low in-

flation favour more monetary easing, but we think the
SNB will refrain from cutting interest rates below zero
and also resist larger FX interventions to avoid esca-
lating the conflict with the US. The Business Sentiment
positions remained short CHF versus the EUR and
Technical stayed long CHF versus the EUR, leaving the
balance of all strategy positions at neutral.

FX Factors CHF Impact Comment
Macro Current Account Balances + Surplus remains steady support for CHF
Interest Rate Differentials 0 SNB not expected to go from zero to negative
SNB Policy Intervention 0 Limited risk of significant SNB FX interventions
Sentiment  Business Sentiment - The Swiss economy stayed behind the Euro-area economy
in the surveys
Risk Sentiment 0 Changes in risk sentiment had limited impact on the CHF
lately
Technical Price Action + Technical stayed long CHF
PPP Valuation 0 CHEF is close to fair-value versus the EUR

EURCHF and QCAM Strategic Positioning
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Our Macro positions in EURCHF and EURUSD (neu-
tral and long respectively) imply long CHF versus the
USD. Swiss fundamentals remain solid despite the tar-
iff shock, external and fiscal positions are rock solid
and the CHF is an attractive safe haven and reserve
currency in times of increased uncertainty. The poten-
tial risks to the economy and ongoing low inflation fa-
vour more monetary easing, but we think the SNB will

refrain from cutting interest rates below zero and also
resist larger FX interventions to avoid escalating the
conflict with the US. The main downside risk for the
CHF is the attractive funding position for carry trades.
The Business Sentiment position went long CHF ver-
sus the USD and Technical stayed neutral, switching
the overall CHF to long versus the USD.

FX Factors CHF Impact Comment

Macro Current Account Balances + Surplus remains steady support for CHF
Interest Rate Differentials 0/- SNB not expected to move rates from neutral to negative
SNB Policy Intervention 0 Limited risk of sizable SNB FX interventions

Sentiment Business Sentiment

Momentum of Swiss surveys rose versus that of US surveys

Risk Sentiment 0 Changes in risk sentiment had limited impact on the CHF
lately
Technical Price Action 0 Technical stayed neutral CHF
Spec Positions 0/+ The CHF remained moderately oversold
PPP Valuation 0 CHF is close to fair value

USDCHF and QCAM Strategic Positioning
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We keep the discretionary Macro position at neu-
tral despite our overall bearish USD outlook. The
economy has been resilient but we believe that UK
fundamentals remain challenged thanks to BREXIT.
The new budget was well received yet fiscal con-
solidation remains a huge challenge. The twin def-
icits and a negative net international investment
position limit the GBP's opportunity to benefit from

broad USD asset rebalancing and currency hedg-
ing. The BoE faces a similar inflation challenge as
the Fed and we no longer expect the BoE to cut in-
terest rates more than the Fed. The Business Sen-
timent position stayed long GBP versus the USD
while the short GBP Technical position declined.
The overall strategy position is slightly long GBP.

FX Factors GBP Impact Comment
Macro Current Account Balances 0/- The UK deficit has returned to pre-Corona levels
Interest Rate Differentials 0 UK rates are at par with US rates but BoE no longer expected

to cut rates more than the Fed.

Sentiment Business Sentiment

Momentum in UK surveys increased versus US surveys

Risk Sentiment 0 The negative sentiment faded after the budget
announcement
Technical Price Action - Technical stayed short GBP
Spec Positions 0 Net position stayed at neutral
PPP Valuation O/+ The GBP is 14% undervalued

GBPUSD and QCAM Strategic Positioning
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EURSEK

We keep the discretionary Macro position at neu-
tral. Economic conditions have improved and the
drag from the housing sector is fading as the Riks
Bank lowered interest rates. The Macro interest
rate model stayed short SEK and Business Senti-
ment remained long SEK, while Technical went neu-
tral, leaving the overall SEK position moderately

long versus the EUR. We are also bullish SEK ver-
sus the USD given the long EURUSD Macro posi-
tion. The SEK is well positioned for a rebalancing
in foreign portfolio positions given its current ac-
count surplus and large positive net international
investment position.

FX Factors SEK Impact

Comment

Macro Current Account Balances +

Sweden's surplus has rebounded to levels above those before
the Ukraine war

Interest Rate Differentials -

The Macro interest rate model stayed short SEK

Sentiment Business Sentiment + Surveys stayed long SEK
Risk Sentiment 0 Risk sentiment has improved but not bullish
Technical Price Action 0 Technical went neutral SEK
PPP Valuation + The SEK is roughly 22% undervalued versus the EUR
EURSEK and QCAM Strategic Positioning
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USDCAD
We kept the discretionary Macro position at neutral a pause, but we expect one more 25bps rate cut. Mar-
despite our general bearish USD outlook. The trade ket sentiment towards the CAD has improved follow-
conflict with the US remains an open issue and low oll ing the change in leadership and handling of the ten-
prices are also a headwind for the Canadian economy. sions with the US by the new government. Business
Canadian inflation is below US inflation and the BoC Sentiment stayed at a small long position while Tech-
lowered interest rates more than the Fed, given the nical went short CAD, moving the overall CAD posi-
interest burden in the housing sector. The BoC took tion to a moderate short.

FX Factors CAD Impact Comment
Macro Current Account Balances 0 Canada's current account deficit remains small versus the US

deficit and compared to past levels

Interest Rate Differentials - CAD interest rates moved lower ahead of USD interest rates
Sentiment Business Sentiment + Canada has gained momentum versus the US in the surveys

Risk Sentiment 0/- Tensions with the US over tariffs remain elevated
Technical Price Action - Technical went short CAD

Spec Positions 0 The CAD oversold position increased and is becoming extreme

PPP Valuation 0 CAD is about 14% undervalued versus the USD

USDCAD and QCAM Strategic Positioning
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QCAM Products and Services

Our edge derives from a focus on professional currency management, the absolute transparency and the careful
examination of risk. It is our mission to offer our clients innovative transparent solutions, in a thoughtful and risk-
controlled environment, and to surpass investment goals.

Currency Overlay

Risks under control - opportunities in sight: QCAM Currency Overlay offers cus-
tomised solutions for individual needs and investment goals. Our Passive
Overlay focuses on risk management, reduction of transaction costs and the
customer specific management of resulting cash flows.

Our Dynamic Overlay aims to generate returns based on QCAM’s proprietary
FX Analytics, embedded in a strict risk budgeting framework.

FX Best Execution

With larger foreign currency transactions, even a small difference in pricing leads
to a major impact on costs and revenues. While it is unattainable for most play-
ers to keep the full overview of the deals available in the market, independence
and transparency are essential. We carry out a Transaction Cost Analysis for our
clients to evaluate potential cost savings. Also, QCAM assists its clients in the
design of an optimal multibank-setup and conducts clients FX transactions trans-
parently, independently and in the client’s best interests.

Short Term Fixed Income USD Strategy

QCAM'’s Short Term Fixed Income USD Strategy (QCAM STFI USD) enhances
yield via the use of the FX interbank swap-market. Also, we take advantage from
excellent conditions which we receive from our large pool of partner banks and
highly rated debtors for money market and currency transactions. Over the years,
QCAM STFI USD has consistently outperformed its peers. It is investable either
through a Swiss-regulated investment fund or as a managed account.

FX Alpha

Currencies as an attractive portfolio diversification via QCAM FX BIAS. The
focus on QCAM’s Business Intelligence Alpha Strategy is on business indicators
which we have successfully used for many years. The strategy is market-neutral,
no specific market environment necessary. Diversification via a pool of ten
different currencies and their respective trading signals.
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About us

. . . Headquarters

QCAM Currency Asset Management AG is an independent financial ser- q

vices provider with focus on currency and money market management. Zug, Switzerland

QCAM brings together a team of internationally experienced Currency and

Asset Management specialists, who are managing assets of institutional Founded

clients of approx. USD 6 billion.

. . 2005

Our core competences are Currency Overlay Services, FX Transaction
Execution according to «Best Execution» principles, FX Alpha and Short Term .

. Regulation
Fixed Income Management.

Long-standing customers of QCAM are pension funds, family offices, FINMA  since 2007
investment funds, companies, NGOs and HNW!Is. SEC since 2014
Independent and Transparent
O Interests directly aligned with those of our clients
O Client focused solutions, tailored to each individuals requirements
(O Independent selection of suitable external services providers
(O No principal-agent conflicts
(O Transparent fee model - no hidden costs
O Transparent reporting
QCAM MONTHLY Editorial Team

Bernhard Eschweiler, PhD llenia Tonetti Marc Eigenheer
. Senior Economist ' Investor Relations & Marketing Currency Overlay
A ‘ bernhard.eschweiler@g-cam.com ilenia.tonetti@g-cam.com marc.eigenheer@g-cam.com
Jiirgen Biischer Sabrina von Dach
Currency Overlay ' Business Management
‘ juergen.buescher@g-cam.com sabrina.vondach@g-cam.com
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Legal Disclaimer

This report has been prepared and published by QCAM Currency
Asset Management AG. The analysis contained herein is based on
numerous assumptions. Different assumptions could result in
materially different results. Although all information and opinions
expressed in this document were obtained from sources believed
to be reliable and in good faith, no representation or warranty,
express or implied, is made as to its accuracy or completeness. All
information and opinions indicated are subject to change without
notice. This document may not be reproduced or circulated with-
out the prior authorization of QCAM Currency Asset Management
AG. QCAM Currency Asset Management AG will not be liable for
any claims or lawsuits from any third parties arising from the use
or distribution of this document. This report is for distribution only
under such circumstances as may be permitted by applicable law.
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