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Rising Inflation Concerns

Last week was dominated by U.S. President Donald Trump. With just a few weeks to go
before the midterm elections on November 3, he played the role of the strongman. He
remained tough in the face of all overtures from Iran and wants to rename the Strait of
Hormuz “Trump Strait.” He also promised every adult American $5°000, provided the
Republicans retain their majority in Congress in the midterm elections. And he promised
that the extremely unpopular war against Iran would end immediately after the elections.
Then, he said, inflation would also come to an end. The price of a barrel of crude oil would
fall to $40. These promises did nothing to change Trump’s low approval ratings.

On the contrary, crude oil prices rose to over $109 last Thursday evening (+77% since the
start of the year), and gas prices in Europe rose even more (+190%). The latter are now
significantly higher than they were when the war in Ukraine broke out, and storage levels
in Europe remain below 70%.

The rapid rise in oil and gas prices over the past two weeks is due to renewed hostilities in
the Strait of Hormuz. This is fueling inflation fears and causing nervousness in the bond
markets. The oil price has driven inflation in the eurozone above 3.3%, prompting the
European Central Bank fo raise key interest rates again last week to curb mounting infla-
tion risks. In doing so, it is targeting, in particular, excessive inflation expectations, which
are shaping companies’ pricing policies and wage negotiations.

There is speculation in the financial markets as to whether the U.S. Federal Reserve will
take the same step this week. Inflation rose to 3.4%. Core inflation, however—which
excludes volatile energy and food prices—stood at only 2.4%. Nevertheless, the probability
of a monetary policy tightening stands at just under 90%.

It would be the first key interest rate hike since July 2023. At that time, it marked the
conclusion of the rate-hiking cycle in response to the post-pandemic surge in inflation,
which had driven inflation rates up to 10%. The global bond index fell by 16% amid the infla-
tionary surge and had recovered somewhat by the tfime the war in Iran began. Since then,
however, it has lost another 4% and is once again 16% lower than it was five years ago.

From a global perspective, the bond markets are not only massive (around $300 trillion)
but also larger than all stock markets combined. In calm times, bonds are barely noticed; in
turbulent times, they attract even more attention. We have now entered such a phase.

Bond yields are at their highest levels in 20 years; and price losses are correspondingly
large, particularly for securities with long remaining maturities. Doubts about the financial
sustainability of government debt have spread not only to the U.S. but also to the United
Kingdom, France, and Italy. There, yields on long-term government bonds now stand at
more than 5%. Companies must offer even higher yields when they issue bonds.
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Topic of the week: News from the Corporate World

Last week, the Swiss Market Index (-4.3%) fell significantly more than the U.S. Dow Jones
(-1.6%) and the major European stock markets. Since the beginning of the month (-3.6%),
the SMI has performed roughly in line with the Asia-Pacific markets, which are also strug-
gling through a difficult September.

The pharmaceutical company Novartis (-14% last week) was the main driver behind the
SMI’s sharp decline. The stock lost virtually all of its positive year-to-date performance in
just a few days. Despite a setback with its flagship drug for treating a rare muscle disorder,
the pharmaceutical company is sticking to its medium-term growth forecast. Revenue is
expected to continue growing by an average of 5% to 6% per year from 2025 to 2030.
Shortly before this, Novartis had already reported a failure with a heart medication.

In contrast, Sandoz, the division spun off from Novartis, is delighting investors. Sandoz
aims to more than double its net revenue between 2025 and 2035 and is realigning its
focus to achieve this. With its new Bio100 strategy, the company plans to shift its focus
from traditional generics to biosimilars (copycat versions of biopharmaceuticals). By 2040,
the portfolio of these drugs is expected o grow from the current 13 to 100 products.

Nestlé’s stock price is also back on the decline (-1%). The food company is raising prices
and reformulating products to cope with increased energy, freight, and raw material costs
resulting from the conflict in the Middle East. CEO Philipp Navratil said that every supplier
is facing cost increases that the company must absorb. The conflict is leading to inflatio-
nary pressure among suppliers worldwide. To illustrate this using the general example of
the U.S.: Average producer prices rose in August (+5.4% year-over-year). This is also one
reason why Nestlé will discontinue products for which consumers are not willing to pay
higher prices.

Apple (+4%) caused a global sensation with its entry into the fast-growing market for
foldable smartphones. The new CEO, John Ternus, unveiled the “iPhone Duo”, featuring the
largest display ever on an iPhone, yet it still fits easily in a pants pocket. It will be available
for pre-order starting October 16 at prices starting at $1'999.

The most important data points in the new week

September 15, 2026 Germany: ZEW Current Situation and Expectations for
September
September 16, 2026 U.S.: Federal Reserve FOMC Interest Rate Decision for
September
September 17,2026

September 18, 2026

U.S.: Philly Fed Manufacturing Survey for September
U.S.: Industrial Production and Capacity Utilization for August
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Podcast / Events

“Zugerberg Finanz Perspektive” -
Financial Insights on the Go

The podcast provides concise insights
intfo markets, the economy, and invest-
ments. Chief Economist Prof. Dr.
Maurice Pedergnana and CIO Cyrill von
Burg explain complex fopics in an acces-
sible way.

Listen to the podcast here
(Podcast in Swiss German)

Information Session for Private Individ-
uals - Presented in Swiss German -
Investing Is Also a Matter of Trust

On Thursday, September 17, 2026, our
next information session for private
individuals will take place here at the
Lussihof. This event is primarily aimed
at those interested in getting to know us
better and who would like fo gain a non-
binding impression of our company.

Register here
(Event in Swiss German)

Introduction Event for Private Individu-
als - Presented in English - Longevity
IIl: Investing for a Longer Life - October
2026

Our next information session for individ-
uals, held in English, will take place on
Wednesday, October 21, 2026 at 6:00
p.m.

The event is aimed at English-speaking
individuals who would like to get a feel
for our company with no obligation.

Register here
(Event in English)

All information published here is for informational purposes only
and does not constitute investment advice or any other recom-
mendation. In our opinion, this publication is based on sources
that are generally available and considered reliable and
accurate. We cannot guarantee the accuracy and/or complete-
ness of the information. This publication is intended exclusively
for customers/prospective customers in Switzerland, and the
legal notices in the imprint at www.zugerberg-finanz.ch apply
accordingly. © Zugerberg Finanz AG, data as of 11/09/2026.
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