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Thought of the day

US President Donald Trump on Wednesday announced the US had reached
a trade agreement with Vietnam. The deal, which stemmed from direct talks
with Vietnamese General Secretary T6 Lam, is said to impose a 20% tariff on
Vietnamese exports to the US, and a higher 40% levy on goods deemed to
be transshipped through the country. Trump said that Vietnam had agreed
to drop all levies on US imports in return.

Vietnam's state media on Thursday said President Trump has been invited
for a state visit to Vietnam, and that tariffs on several Vietnamese products
would be significantly cut. No formal trade text has been publicly released,
and it's not clear how the transshipment provision (aimed largely at products
rerouting from China) would be implemented and enforced. In early April,
Trump had imposed a 46% duty on Vietnam as part of his initial rollout of
the “reciprocal” tariffs, before pausing at a 10% level for negotiations.

The benchmark Vietnamese equity index fell 0.2% on Thursday, and regional
markets in Asia were mixed. While we await more concrete details, we make
several initial observations for global investors:

Tariff stakes are now higher for economies with elevated US
surpluses, transshipments. The draft Vietnam deal confirms that countries
with sustained high trade surpluses with the US, and those acting as
transshipment hubs for Chinese goods, may face higher baseline tariffs and
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additional duties on rerouted products. It also confirms a broader US effort to
ring-fence and curb perceived Chinese overproduction and excess capacity.
In April, we warned of higher risks to Vietnam, Malaysia, and Thailand over
transshipments. It's difficult to calculate accurately and estimates vary, but
Nomura data suggest nearly 19% of Vietnam’s US goods exports reflect
Chinese value added, with Malaysia and Thailand next in line at 11.5%
and 9.8%, respectively. We anticipate the economic pain will be far more
significant for Vietnam than China, given this represents a minimal fraction of
China’s overall exports. Still, heavier penalties for transshippers should further
accelerate supply chain shifts out of China, as US companies still need to
source products competitively from compliant nations, in our view. We would
caveat that not all Asian economies fall in this transshipment bucket, with
North Asia, India, the Philippines, Indonesia, and Singapore less at risk.

An overall 15% effective tariff still looks likely. While Vietnam’s higher
headline tariffs may appear to signal tougher outcomes elsewhere, we don't
see them as a template for other US trade talks. Vietnam is among the top
10 largest US trade partners, but less central than others now negotiating.
It's also worth noting that our forecast for an overall US effective tariff rate
of 15% assumes a 30-40% rate on Chinese exports in particular. Despite the
Vietnam deal’s indirect targeting of China, we note positive US-China steps
this week on chip design software, ethane, and rare earths, and that there
is plenty of time to reach a deal before the 90-day reciprocal tariff pause
on China ends on 12 August. The US’s top two trade partners, Mexico and
Canada, are on a separate track and are not subject to the 10% baseline
or “reciprocal” tariffs. Both have made progress on border issues, and we
believe they could ultimately agree to metal quotas and to limits on Chinese
transshipments. When factoring in sector-specific tariffs, potential carveouts,
and some one-off less punitive bilateral deals, we think our year-end forecast
for a 15% US effective tariff rate remains reasonable.

More bilateral deals are likely, and that will bring more clarity.
With the 9 July “reciprocal” tariff pause deadline looming, we expect the
US administration to announce several country-specific deals and further
extensions for countries negotiating "in good faith," as well as bilateral
escalations aimed at strengthening US negotiating leverage. Following the
Vietnam announcement, Reuters reports Indian and US negotiators are
pushing to land a deal this week, with some officials reportedly told to be
on standby for a potential announcement. Japan and South Korea have
expressed more difficulty in talks in public comments, but neither is walking
away and could be granted extensions, in our view. We also note that
purchase agreements have proven popular with the US administration.

So, on balance, we take the US-Vietnam accord as a positive step toward
more durable bilateral deals for the US and toward greater clarity for
investors. While tariffs will likely slow US growth and add some inflation
pressure into 2026, we do not expect them to derail the economy or cause a
recession. Headline risks around trade may persist as negotiations continue,
but we believe the market impact will moderate as President Trump’s
negotiating tactics become increasingly familiar. Ultimately, we expect the US
administration to prioritize economic stability over more maximalist tariffs,
especially ahead of the 2026 midterm elections. After the current round
of “reciprocal” tariff negotiations, we think the next major milestone will
likely be the announcement of sector-specific tariffs under Section 232 on
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pharma, semiconductors, and critical minerals later this year. We continue
to recommend gradually increasing exposure to diversified global stocks or
balanced portfolios to position for stronger potential returns in 2026 and
beyond.

Caught our attention

June US jobs report surprises to the upside. The latest employment report
showed the US labor market remained more resilient than anticipated in
June, with nonfarm payrolls rising by 147,000, relative to 144,000 jobs added
in May and exceeding expectations of 106,000. The unemployment rate
unexpectedly fell to 4.1%, below consensus estimates of 4.3% and down
from 4.2% in May. On the weaker side, average hourly earnings rose 0.2 % on
a monthly basis and 3.7% annually, both slightly below expectations, while
the labor force participation rate ticked down to 62.3% from 62.4% in the
prior month. Notably, government hiring accounted for roughly half of June’s
job growth, adding 73,000 positions.

Our view: While June’s job gains and a lower unemployment rate point
to ongoing resilience, the moderation in wage growth, softer labor force
participation, and the first private sector job losses in over two years—as
highlighted in this week’s ADP data—point to a cooling labor market. The
strength of Thursday’s report has led markets to scale back expectations for
an imminent Fed rate cut, with Fed funds futures pricing in just a 4.7%
probability of a July cut at the time of writing, down from 24% before the
release. However, beyond the headline figures, the overall labor market is
showing clear signs of deterioration, and recent inflation data has been on
the soft side. As a result, we maintain our base case scenario of 100bps in Fed
rate cuts, beginning in September. Against this backdrop, we believe quality
bonds offer attractive risk-reward and can help hedge against downturns.

UK government seeks to allay fiscal worries. Prime Minister Keir Starmer
has pledged not to relax his government's borrowing targets, and backed his
chancellor to remain in office for “a very long time.” This was in response
to a sharp rise in UK bond yields following the government abandoning a
planned GBP 5 billion of cuts to welfare spending, which brought the UK's
ongoing fiscal challenges back in focus. The yield on the 10-year government
bond climbed from 4.43% on 2 July to an intraday high of 4.68%. However,
on 3 July, assurances from the prime minister helped calm markets, with the
yield falling back to 4.52% at the time of writing.

Our view: Recent events have underlined the fiscal challenges for the UK
government, which have been present for some time. The government is
faced with a politically tough decision over whether to raise taxes or cut
spending as it seeks to reassure markets that the trajectory of government
finances is sustainable. However, investors are likely to be focused on the risks
of a third option—tweaks to the fiscal rules, which would result in higher UK
debt issuance. Despite the latest bout of volatility, we believe gilts can move
lower, especially given our view that the Bank of England will likely cut rates
at least two more times this year. More broadly, with the global easing cycle
still on track, we recommend investors assess their cash holdings and seek
more durable sources of income.
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Market update
Percent change. For volatility indices, net change in points. For
valuation, change in price to earnings per share. For yields, net

03.07.2025 change in bps

Current (*) 1D 5D ™M YTD
VIX Index 16.4 -0 -0 -1 -1
MOVE Index 91 -2 +2 -9 -7
S&P 500 6279 +0.8% +2.3% +5.2% +6.8%
S&P 500 trailing P/E (**) 24.2x +0.6x +1.1x -0.4x
S&P 500 forward P/E (**) 21.9x +0.5x +1.0x +0.4x
S&P 500 forward P/E ex-Mag 7 (**) 19.9x +0.4x +0.6x +1.0x
Russell 2000 2249 +1.0% +3.5% +6.9% +0.8%
Euro Stoxx 600 544 +0.5% +1.2% -0.9% +7.1%
Shanghai Composite 3461 +0.2% +0.4% +2.5% +3.3%
US 10-year Treasury 4.34 +7 +10 -11 -23
US 2-year Treasury 3.88 +10 +16 -7 -36
Germany's 10-year Bund 2.61 -5 +5 +9 +25
Germany's 2-year Bund 1.83 -3 +1 +5 -25
EURUSD 1.176 -0.4% +0.5% +3.4% +13.6%
EURCHF 0.93 +0.0% -0.2% -0.3% -0.6%
USDCHF 0.80 +0.4% -0.6% -3.5% -12.4%
USDJPY 145 +1.0% +0.4% +0.7% -7.7%
Brent crude, USD/bbl 69 -0.6% +1.4% +4.6% -8.0%
Gold, USD/oz 3343 -0.5% +0.3% -0.2% +26.6%

(*) or last close if not available, (**) weekly update

Source: Bloomberg, UBS
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Appendix

Risk Information

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management
business of UBS Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS"), part of UBS Group AG ("UBS
Group"). UBS Group includes former Credit Suisse AG, its subsidiaries, branches and affiliates. Additional disclaimer relevant
to Credit Suisse Wealth Management follows at the end of this section.

The investment views have been prepared in accordance with legal requirements designed to promote the independence
of investment research.

Generic investment research — Risk information:

This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell
any investment or other specific product. The analysis contained herein does not constitute a personal recommendation or
take into account the particular investment objectives, investment strategies, financial situation and needs of any specific
recipient. It is based on numerous assumptions. Different assumptions could result in materially different results. Certain
services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may
not be eligible for sale to all investors. All information and opinions expressed in this document were obtained from sources
believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy
or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates
and market prices indicated are current as of the date of this report, and are subject to change without notice. Opinions
expressed herein may differ or be contrary to those expressed by other business areas or divisions of UBS as a result of
using different assumptions and/or criteria. UBS may utilise artificial intelligence tools (Al Tools”) in the preparation of this
document. Notwithstanding any such use of Al Tools, this document has undergone human review.

In no circumstances may this document or any of the information (including any forecast, value, index or other calculated
amount ("Values")) be used for any of the following purposes (i) valuation or accounting purposes; (i) to determine the
amounts due or payable, the price or the value of any financial instrument or financial contract; or (iii) to measure the
performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance
of any Value or of defining the asset allocation of portfolio or of computing performance fees. By receiving this document
and the information you will be deemed to represent and warrant to UBS that you will not use this document or otherwise
rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled at
any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving relevant
investment instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as
directors, either to/for the issuer, the investment instrument itself or to/for any company commercially or financially affiliated
to such issuers. At any time, investment decisions (including whether to buy, sell or hold securities) made by UBS and its
employees may differ from or be contrary to the opinions expressed in UBS research publications. Some investments may not
be readily realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk
to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information
contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading
is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur.
Past performance of an investment is no guarantee for its future performance. Additional information will be made available
upon request. Some investments may be subject to sudden and large falls in value and on realization you may receive back
less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on
the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with
trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting
market information.

Different areas, groups, and personnel within UBS Group may produce and distribute separate research products
independently of each other. For example, research publications from CIO are produced by UBS Global Wealth
Management. UBS Global Research is produced by UBS Investment Bank. Research methodologies and rating systems
of each separate research organization may differ, for example, in terms of investment recommendations, investment
horizon, model assumptions, and valuation methods. As a consequence, except for certain economic forecasts (for which
UBS CIO and UBS Global Research may collaborate), investment recommendations, ratings, price targets, and valuations
provided by each of the separate research organizations may be different, or inconsistent. You should refer to each relevant
research product for the details as to their methodologies and rating system. Not all clients may have access to all products
from every organization. Each research product is subject to the policies and procedures of the organization that produces it.
The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior
management (not including investment banking). Analyst compensation is not based on investment banking, sales and
trading or principal trading revenues, however, compensation may relate to the revenues of UBS Group as a whole, of which
investment banking, sales and trading and principal trading are a part.

Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide
legal or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in
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general or with reference to specific client's circumstances and needs. We are of necessity unable to take into account the
particular investment objectives, financial situation and needs of our individual clients and we would recommend that you
take financial and/or tax advice as to the implications (including tax) of investing in any of the products mentioned herein.
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing
UBS expressly prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability
whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material. This report
is for distribution only under such circumstances as may be permitted by applicable law. For information on the ways in
which CIO manages conflicts and maintains independence of its investment views and publication offering, and research
and rating methodologies, please visit www.ubs.com/research-methodology. Additional information on the relevant authors
of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are
available upon request from your client advisor.

Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider
and incorporate environmental, social and governance (ESG) factors into investment process and portfolio construction.
Strategies across geographies approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG
factors or Sustainable Investing considerations may inhibit UBS's ability to participate in or to advise on certain investment
opportunities that otherwise would be consistent with the Client’s investment objectives. The returns on a portfolio
incorporating ESG factors or Sustainable Investing considerations may be lower or higher than portfolios where ESG factors,
exclusions, or other sustainability issues are not considered by UBS, and the investment opportunities available to such
portfolios may differ.

External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External
Asset Manager or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset
Manager or the External Financial Consultant and is made available to their clients and/or third parties.

USA: This document is not intended for distribution into the US and / or to US persons.

For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer.
Additional Disclaimer relevant to Credit Suisse Wealth Management

You receive this document in your capacity as a client of Credit Suisse Wealth Management. Your personal data will be
processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit
Suisse website. In order to provide you with marketing materials concerning our products and services, UBS Group AG and
its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you notify us
that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your
Relationship Manager.

Except as otherwise specified herein and/or depending on the local Credit Suisse entity from which you are receiving this
report, this report is distributed by UBS Switzerland AG, authorised and regulated by the Swiss Financial Market Supervisory
Authority (FINMA).
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