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Both the Fed and the ECB are on hold for now, but a hike can be expected in December. Meanwhile, French
yields are going mad despite the fact that interest rates globally are trending lower if anything. At the same
time, the US midterms point to some downside potential in US government bond yields. We look back at
developments on interest rate and bond markets in October, as well as provide an outlook on market

expectations for the months ahead.

Swiss bond market

October brought fewer issues on the Swiss bond market
compared with September. Even so, several popular
Swiss issuers were active in the market. ABB (ZKB: A),
for example, issued new bonds for a fofal of CHF 825
million in a friple-tranche issue maturing in 2029, 2032
and 2035. In another threetranche issue, Holcim
placed CHF 480 million in the market with maturities

of two, four and nine years. Other popular companies
including Sulzer, Galenica and Allreal were also active.
In addition, a new issuer appeared in the Swiss market:
VIA Outlets (no rating) raised CHF 170 million through
a fiveyear issue carrying a coupon of 2.0325%.

VIA Outlets operates fashion outlets in Europe, including
the Landquart Fashion Outlet in Switzerland.

SNB: No decision in October and probably no move
in December

There was no rate decision from the Swiss National
Bank [SNB) in October. However, details were
published of the monetary policy discussion af its last
rafe-sefting meeting on 24 September.

Notably, the SNB dropped the wording “increased
willingness fo intervene in the foreign exchange market”
because it no longer considered this necessary given
circumstances at the time. The EUR/CHF exchange rate
stood at over 0.94 at the time of its rate decision; since
then, however, the Swiss franc has made significant
gains and is now back at around 0.92. Whether this
wording would also have been removed given today’s

circumstances remains unclear.
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“We expect the SNB to
remain on hold again in
December - but the Fed
and the ECB will likely

hike rates.”

Joel Gubser
Investment Advisor

In addition, the SNB stated in September that medium-
ferm inflation pressure had increased only marginally
and that there was virtually no sign of any identifiable
second-round effects due to the increase in energy
prices. According to the SNB, there was no clear
indication that higher prices were spilling over info other
goods, services or wages. However, it did sfate that the
risk of such second-round effects increases, the longer ol
prices remain at a high level.

The derivatives market indicates only minimal likelihood
of a rate hike at the next decision in December. One or
fwo rate moves are expected in the coming year, how-
ever. On that basis, we too think the SNB is likely to
remain on hold again in December.

Europe: On hold, but move expected in December
The European Central Bank (ECB) kept rates unchanged
in October. There was a slightly dovish tone to the press
conference, with President Christine Lagarde stressing
that so far there was virtually no evidence of any
second-round effects due to higher energy prices and
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that inferest rates on the capital market already
discounted the more restrictive financing conditions.

The decision likely took into account the fact that a
surprise rafe hike would have caused unnecessary
uncertainty on the European bond market. This comes

at a time when France'’s deficit and inferest rates are
already in the headlines. Notwithstanding the fact that
inflation showed another slight increase, the decision is
also likely to have reflected weakening sentiment indica-
fors showing a decreasing trend almost across the board
in the course of October. If the derivative-market fore-
casts are to be believed, the ECB will very likely
increase rates again in December before reaching its
terminal rate next year following one more hike.

While yields in the rest of Europe stabilised, the risk
premium for France widened again. The growing

Overview of current key interest rates

Country Key interest rate Last changed

Switzerland 0.00% 19.06.2025 (-0.25%)
Eurozone 2.5% 10.09.2026 (+0.25%)
us 3.75-4.00% 16.09.2026 (+0.25%)

Data as at 30 October 2026

Source: Zuger Kantonalbank

profests caused a further sell-off in French government
bonds: 10-year French government bonds were at times
frading at a risk premium of over 170 basis points
versus their German equivalent. To date this premium
has only been higher on a handful of days in November
2011 - at the peak of the European debt crisis. The
debate in the French parliament and decision on
reducing expenditure — aimed at reaching a deficit of
no more than 5% in 2027 — have sill not been
concluded. We consequently expect further volatility,
although we view the current extreme situation as an
affractive enfry point for invesfors with a longerterm

horizon.

US: On hold until December; major changes at the Fed
As expected, the US Federal Reserve left its key interest
rate unchanged in October. Following September’s rate
hike, the derivatives market was temporarily pricing in
the probability of a further increase in October af nearly
80%. In the weeks ahead of the decision, however,
market expectations were significantly dampened by the
comments made by various Fed members in over 50
public statements.
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This is irritating for Fed Chairman Kevin Warsh given
that he has advocated a “quiet” central bank, whose
decisions are not discounted by the market in advance.

Historical comparison of 10-year government bonds
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Comparison of 10-year YTM of government bonds as at 30.10.2026

Source: Zuger Kantonalbank, Bloomberg LP

The Fed is set to implement one of the biggest changes
in US monetary policy: Until now the FOMC has held
eight rafe-seting meetings a year; however, VWarsh
infends to hold just seven next year — then only six from

2028 onwards.

US govermnment bonds recovered significantly during
October, with yields on 10-year treasuries falling back
below the 5% mark. On days when equity markets
corrected, government bonds benefited significantly —
once again clearly fulfilling their role as a portfolio
hedge.

Polling figures for the US midterm elections show that a
Democratic majority in the House of Representatives —
and possibly the Senate too — is realistic. VWe view this
as mildly positive for government bond yields: Spending
packages and tax reforms that increase the country’s
deficit and have in the past led to uncerfainty for long-
term bonds, will require the consent of the Democrats
from 2027 and they fend to be more cautious in relation
fo tax reforms for companies.
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New Swiss-franc issues

Currency  Coupon Issuer Maturity Price Yield Spread  Denomination ISIN ‘I::I:::Z
CHF 1.25% Banque Canfonale Vaudoise 04.02.2033 100.45 1.19 58 5k + 5k CH1623667214 165 m
CHF 1.11% Banque Cantonale de Fribourg 19.11.2032 100.23 1,08 46 5k + 5k CH1624432758 150 m
CHF 1% Holcim Helvetia Finance AG 24.11.2028 100.03 1.01 62 5k + 5k CH1619473981 110m
CHF 1.375% Holcim Helvetia Finance AG 24.02.2031 100.26 1.32 76 5k + 5k CH1619473999 210m
CHF 1.75% Holcim Helvetia Finance AG 23.11.2035 100.76 1.66 96 5k + 5k CH1619474005 160 m
CHF  0.935% ABB Lid 23.11.2029 100.07 0.93 43 5k + 5k CH1619473957 250 m
CHF 1.235% ABB Ltd 23.11.2032 100.16 1.22 60 5k + 5k CH1619473965 250 m
CHF 1.4125% ABB Ltd 23.11.2035 100.26 1.39 69 5k + 5k CH1619473973 325 m
CHF 1.2775%  Calenica AG 05.11.2030 100.27 1.23 68 5k + 5k CH1623313488 200 m
CHF 1.495% Allreal Holding AG 21.11.2033 100.06 1.50 85 5k + 5k CH1609605394 100 m
CHF 0.625% Basellandschaftliche Kantonalbank 30.10.2028 100.01 0.66 26 5k + 5k CH1434204371 150 m
CHF 1.055% Toronto-Dominion Bank/The 04.11.2033 100.19 1.03 39 5k + 5k CH1609605386 150 m
CHF 1.35% Berner Kantonalbank AG 12.04.2034 100.60 1.28 61 5k + 5k CH1416797533 160 m
CHF 1.55% Kernkraftwerk Goesgen-Daeniken AG 12.11.2031 100.36 1.51 Q0 5k + 5k CH1588286505 110 m
CHF 1.4425% Bank of Montreal 03.11.2032 100.26 1.40 82 5k + 5k CH1609605378 175m
CHF 2.0325% VIA Outlets BV 06.11.2031 100.25 2.00 142 5k + 5k CH1585337715 170 m
CHF 0.9387% Cembra Money Bank AG 31.01.2029 100.18 0.87 46 5k + 5k CH1621056493 350m
CHF 1.6% Amag leasing AG 04.02.2030 100.27 1.54 102 5k + 5k CH1609605352 180 m
CHF 1.3925% Sulzer AG 13.11.2031 100.39 1.33 74 5k + 5k CH1609605345 120 m
CHF 1.85% VP Bank AG 03.11.2033 100.96 1.73 107 200k + 200k CH1606711542 130 m
CHF 1.2% Aargavische Kantonalbank 26.10.2034 101.13 1.06 39 5k + 5k CH1609647610 150 m
CHF 1.4% Viseca Payment Services AG 25.10.2030 100.78 1.21 67 5k + 5k CH1609605337 150 m
CHF 1.05% Schaffhauser Kantonalbank 28.10.2031 100.44 0.98 39 5k + 5k CH1606711534 160 m
CHF 1.5388% Cembra Money Bank AG 18.02.2031 100.48 1.43 88 5k + 5k CH1606711518 150 m
CHF 1.8026% Cembra Money Bank AG 28.10.2033 101.13 1.64 100 5k + 5k CH1606711526 100 m
CHF 0% UBS Switzerland AG 24.01.2034 93.01 1.03 36 5k + 5k CH1609605303 2,500 m
CHF 1.98% Banco BICE 29.10.2030 100.66 1.89 128 5k + 5k CH1609605287 115m

Source: Zuger Kantonalbank, cbonds.com, 30 October 2026

New issues in Ocfober in Swiss francs (excludes government borrowers and reopenings, only includes issues over CHF 100 million)
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Conclusion Implementation options

Though originally priced in, there were no hikes in Individual security recommendations:
US or European key interest rates in October. Fixed Income Top Picks, available from your client
However, the outlook of both central banks does advisor

point fo a rate increase in December. There is litle

expectation of a rate hike in Switzerland, particularly ZugerKB Fonds — Obligationen ESG:
following the recent rise in the value of the Swiss Distributing:  Security no. 129774937
franc versus the euro and especially given that Reinvesting:  Security no. 129774938
inflation data remains at the lower end of the target

range.

The US midterms could stem upward pressure on US
inferest rates and ensure lower interest rates at the
longer end of the curve. In Europe we see France's
historically high risk premiums versus Germany as an
affractive entry point for investors with a longer
horizon, despite the fact that the environment is likely
fo remain volatile until such time as the 2027 budget
is confirmed.

Do you have any questions or thoughts on this publication?
Please do not hesitate to contact your client advisor.

We are signatories to or members of the following organisations:
Signatory of: .
CJ Swiss ASSET MANAGEMENT
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Disclaimer

This document has been prepared for information and marketing purposes only and does not constitute an offer or an invitation by, or on behalf of, Zuger Kantonalbank (ZugerKB) to buy or sell
financial instruments or banking services. It is addressed fo recipients designated by ZugerkB with residence in Switzerland for personal use and may not be reproduced, in whole or in part, changed
or distributed or disseminated to any other addressees without the written permission of ZugerkB. The information in this document is given as of a specific date and has been obtained from sources
that ZugerKB believes to be reliable. Nevertheless, ZugerKB cannot make any representation that the information is accurate, complete or upto-date. ZugerkKB does not accept liability for any loss
arising from an investment behaviour based on the information in this document. The prices and values of invesiments mentioned and any income resulting therefrom may fluctuate, rise or fall. A
reference to past performance does not include statements about future results. This document does not contain any recommendations of legal nature or regarding accounting or taxes. Nor should it
in any way be construed as an investment or strategy that is appropriate for or tailored fo the personal circumstances of the recipient. (V20206)

This publication may contain data from third parties

SIX Swiss Exchange AG (“SIX Swiss Exchange”) is the source of SIX indices and the data comprised therein. SIX Swiss Exchange has not been involved in any way in the creation of any reported
information and does not give any warranty and excludes any liability whatsoever (whether in negligence or otherwise] — including without limitation for the accuracy, adequateness, correctness,
completeness, timeliness, and fitness for any purpose — with respect to any reported information or in relation o any errors, omissions or interruptions in the indices or its data. Any dissemination or
further distribution of any such information pertaining fo SIX Swiss Exchange is prohibited. Source: MSCI. Neither MSCI nor any other party involved in or related to compiling, computing or creating
the MSCI data makes any express or implied warranties or representations with respect to such data (or the results to be obtained by the use thereof], and all such parties hereby expressly disclaim
all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without limiting any of the foregoing, in no event shall MSCI,
any of its affiliates or any third party involved in or related fo compiling, computing or creating the data have any liability for any direct, indirect, special, punitive, consequential or any other damages
(including lost profits) even if notified of the possibility of such damages. No further distribution or dissemination of the MSCI data is permitied without MSCl's express written consent.  The MSCI
data is for internal use only and may not be redistributed or used in connection with creating or offering any securities, financial products or indices. The use by Zuger Kantonalbank of any MSCI
ESG Research LLC or its offiliates ("MSCI") data, and the use of MSCl logos, trademarks, service marks or index names herein, do not constitute a sponsorship, endorsement, recommendation, or
promotion of Zuger Kantonalbank by MSCI. MSCI services and data are the property of MSCI or its information providers, and are provided ‘as-is’ and without warranty. MSCI names and logos
are trademarks or service marks of MSCI. Bloomberg® and Bloomberg-indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited ("BISL'), the
administrator of the indices (collectively, “Bloomberg”) and have been licensed for use for certain purposes by Zuger Kantonalbank. Bloomberg is not offiliated with Zuger Kantonalbank, and
Bloomberg does not approve, endorse, review, or recommend products from Zuger Kantonalbank. Bloomberg does not guarantee the fimeliness, accurateness, or completeness of any data or
information relating fo Bloomberg-indices.
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