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We will be giving some macro economic market updates on a MACNICOL & ASSOCIATES
weekly basis. No equity recommendations will be given in this mt ASSET MANAGEMENT

commentary, and we encourage you to contact us if you have
questions regarding any observations. Contact us today if you would like to meet about your
investment future. info@macnicol.com

=

BEACONS OF THE WEEK

The two main purposes of a Lighthouse are to serve as a navigational aid and to warn ships (Investors) of
dangerous areas. It is like a traffic sign on the sea.

Comandante Ferraz
Lighthouse, Antarctica

This lighthouse stands at 4 meters tall
and was built in 2007. The lighthouse
has a range of 10 nautical miles. The
solar powered lighthouse is located in
an inlet on Antarctica which was
officially charted in 2009.

Slettnes Lighthouse, Gamvik,
Norway

This lighthouse is the worlds
northernmost lighthouse. The
lighthouse was originally built in 1905
but was subsequently destroyed in
1944, 1t was eventually rebuilt
through the end of the 1940s. The
lighthouse is located in between the
Barents Sea and mountains.

*Feel free to send us your photos of Lighthouses to be featured in our weekly market observations. *
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A bad flashback

In a September 2022 issue of The Wall Street Journal, the publisher made gold its cover story. They were
not pushing gold as an option to investors; they claimed that the asset had lost its status as a safe haven.
We all know that did not come to be true, as the price of gold has nearly doubled since that date.
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Gold Loses Status as Haven

Metal has lost 8.2%
this year as nervous
Investors turn to
Treasury bonds

By Hanmsa Sovan

Investors expected sticky
inflation to Nift gold prices
this vear. Instead. the oppo-
site happened.

The most actively tradad
®old contract is on pace o de-
cline for six consecutive
months, with a loss of 14%
through that perind so far.
That is a significant drop for
an assel thal is supposed o
be & haven and marks Lhe lon-
mest losing streak since Sop-
tomber 2018, when prices fell
DK aver mﬁ manths.

Gold is prized by investors
for s usual stabllity doring
times of tormoil  Prices
jumped near records earlier
this year, shortly after Rus-
sla’s nvasion of Ukraine up-
ended markets for stocks and
commodities. In early March,
Lold settlod at a 2022 high of
$2,069.40 a troy ounce. Now,
it is down B.2% so far this
year, on pace for ils worst an-
nual performance since 2015,

Stocks are trading lower
than they were in early
March. The war has dragged
on and conearns about infla-
tiom hawe only intensified. Rut
the haven metal has been
stuck in a trading range of
about $1,650 1o 1,800 sinoa
June. Gold fall on
down 0.3% o ﬂmzn B !Iﬂi'
ounce,

The walatility is another ex-
ample of how the Federal Ra-
Serve’s pgressive rale-raising
campaign is shaking up all
comers of financial markets.
Last week’s report that infla-
tion remains stubbornly high
all bt cemented expectations

it the interest-rate in-
creases will continue, The Fed
is expected to annoonce an-
other big rate increase when
it meets this week.

does that matter for
geld? Nervous investors who
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20502 oy unce

2,000
1550

1500

an 172

Annual performance

Goid Fulures

W say 1w
$1678.20 -

Sopt EC )

“SEF 500

Through
Monday
-8

o 0 w

Weekly net flows into precious metals mutual- and exchange-traded funds

§2slkon

Fol PE]

e cos o sy nous
Sruries: Pl Lo

want safe, boring assets wiven
the stock market is a mess
don't favor just gold. Many of
them also like to scoop up
Traasury bomds.

“The outlook for gold re-
mains yuinerable until the Fed
stops hiking rates” said Tai
Wong. a senior trader at Her-
aeus Precious Metals in New
York.

Treaswy vields tend (e
meve in landem with inves-
tors' expectations for the
Fed's benchmark rate, so in
vestors these days can get rel-
atively big reharms on govern-
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ment bonds. Last week, the
yield on the two-year Trea-
sury hit its highest leval sinoe
2007 That, plus the fact that
Treasurys, unlike gold, offer
regular payouls, has pushed
many risk-averse imvestors
from geld bug to bond bayer.
JPMorgan Chase & Co. ana-
Tysts forecast that gold prices
will keep falling, averaging
$L650 a trov ounce in the
fourth qoarter. That reflects a
growing belief that the Fod is
in po position to ease its foot
off the rate-increasing brakes.
“It's not & light switch that
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goes on and off It's a dim
mer” said Richard Fisher, for-
mar president of the Federal
Reserve Bank of Dallas, during
& lalk hosted by CME Group
on Wednesday.

The dallar, another haven,
is farther complicating mat-
ters. Investors looking for a
safe bet have also been snap-
ping up the US. currency,
pushing it near 20-year highs.
That has made gold mora ex-
pensive for oversaas huyars,
damping, their demand.

The pain is showing
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Ford’s Supplier
Costs Mount,
Eat Into Profit

By Noga Eceerr

Ford Motor Co. on Monday
wrarned third-uuarler earnines
would be affectad by about $1
billion in highar-thar-antici-
pated supplier costs and parts
shortages that have led to un-
finishad vehicles it couldn’t
sell during the period.

The Dearborn, Mich., auto

« | maker reaffirmed its yrar-end

suidance for 2022, projecting

adjusled opersaling resulls for

the third gquarter would fall

between $L4 billion and $L7
billion.

Ford's stock was down
more than 4% in after-hours
trading.

Ford expects to have about

40,000 Lo 45,000 vehicles in
fmventory at the end of the
quarter that are swaiting
parts and can’t be delivered
to dealerships, a figore that is
higher than expected.

Those wvehicles, many of
them higher margin trucks
and SUVs, are expected to be
completed and sold in the
fourth quarter, the company
said.

Additionally, based on re-
cenl negeliations with suppli-
ors, Ford said it s paying
meore for parts and materials
te account for the effects of
Inflation.

The higher payments
added about $1 billion in un-
Hlease turn o page

VW’s Porsche Listing
Seeks $9.4 Billion

By Wiuam Boston

BERLIN - Porsdhe AG shares

pean public listings in years,
raising s much as $4.4 billien
and valuing the sports car
maker al as much as §78 bil-

lion.

Porsche’s parent, Garman
car gianr Volkswagen AG,
priced the public offering of
proforred stock in line with av-
eTege EnAlyst expectations.
Canmdwrm atrivate sale of

Porsche ardinary stock to VW's
largest investor, Porsche Auto-
mﬂMI Holding SE, the sale of

e could raise
Cl‘.lS billion IMVW equivalent
to S145 billion.

VW said it plans to distrib-
ute nearly half the gross pro-
ceeds from the combined
Porsche share sale to its share-

haldars in a spacial dividend.
‘Tha listing could test imios-
tor appelite for further offer-

. Ings in & market that has been
by

weighed down by soering infla
tion, the war in Ukraine and
Fears of 2 global racesslon.

VW sought to walk a line be-
tween maximizing proceeds
and ensuring a successful PO
in difficult market conditions,
analysts said The price range
for Porsche’s preforrad shares
hoetwoen E76.50 and EB2 50, i
largely in line with -
pectations,

In a reference to Porsche's
iconic 911 sports car model, VW
created 911 million Porsche
shares, divided evenly hetween
nonvoling preferred shares and
ondinary shares with voting
rights.

Flease tumn fo page #2

The publication claimed investors rotated capital from gold into U.S. Treasuries. U.S. Treasuries have yet
to recover from their price in September 2022, and more investors have turned to gold for safety. This is
not a new phenomenon. We have stated the global central banks' gold-buying spree throughout the last
four years. When central banks are dumping U.S. Treasuries for a different asset that has tangible
applications, you should probably listen and even follow.

Last year, Central Banks were again net buyers of gold. This is the 15th year in a row that Central Banks
have bought gold.

Email: info@macnicol.com  URL: www.macnicol.com
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Chart 9: Central banks have been net buyers for 15 consecutive years
Annual central bank net purchases, tonnes*

1,200
1,000
800

600

Tonnes

400

200

2010 2017 2012 2013 2014 2005 2006 2017 2018 2019 2020 2027 2022 2023 2024

I et purchases 2010-2021 average

We expect this trend to continue. The price of gold moving up in recent years has not scared central
banks across the world away from purchasing it. In fact, they continue to flock to gold for a variety of
reasons including diversification and safety. China has led the way into gold as it leads global banks and
institutions away from U.S. treasuries.

Chinese gold trading activity explodes
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OFT

The uncertainty across the world has led to the GLD ETF growing exponentially over the last 15 months.
The ETF is 3% below its all-time high in assets under management which it reached in 2019.

Email: info@macnicol.com  URL: www.macnicol.com
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GLD ETF: Total Assets Under Management

USD Millions — Chart As of 2/11/2025
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Source: Bloomberg; Tavi Costa t Capital LLC

So far in 2025, gold has outperformed Bitcoin which many have argued will replace gold as the primary
safe haven and inflation hedge moving forward.

Disclaimer: MacNicol & Associates Asset Management holds physical gold bullion and gold securities across various
client accounts.

Expensive mornings

Consumers will more than likely face higher coffee prices at their local cafes or Starbucks moving
forward. Coffee prices increased by 6% on Monday morning and marked a fresh all-time high for its 12th
consecutive trading session.

Email: info@macnicol.com  URL: www.macnicol.com
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Industry analysts have said the price of coffee will continue to increase due to historically weak crop
yields driven by inclement weather. These supply issues are creating coffee bean shortages and have led
coffee prices to increase by over 25% so far this year.

Robust coffee shipments from Vietnam decreased by 45% in November due to a drought. The outlook
for coffee crops in Brazil looks uncertain due to unfavourable weather across the country.

Food inflation overall has been on the rise in recent years as supply shrinks partially due to extreme

weather events. Food prices in the U.S. jumped another 2.5% last year, and some see the annual price
increase of food jumping to 4% in the coming decades.

Powell testifies in the Senate

Jerome Powell, the Chairman of the Federal Reserve testified in Congress on Tuesday morning. During
his remarks, he urged Congress to be patient for rate cuts and said the FED will be patient in adjusting
interest rates due to inflation which has been sticky and other economic issues. Many politicians have
urged Powell and the FED to begin cutting rates at a rapid pace including President Trump. However, the
FED is an independent institution that the President does not control.

During Powell’s statement, he offered an upbeat assessment of the U.S. economy pointing to a balanced
labor market. Powell also mentioned progress on the inflation front in his remarks. The FED has a dual
mandate set by Congress: to pursue maximum employment and price stability.

The Federal Open Market Committee (FOMC) next meets in mid-March. Currently, interest rate futures
are pointing to a 10% chance of a reduction in the fed-funds rate. As of Tuesday, the market is pricing in
two 25-basis point cuts this year, a significant decrease from what many forecasted just a few months
ago. Not even a day after Powell’s testimony, things changed. A hot inflation report was released on
Wednesday morning. This surprised many and led to another interest rate future change. Futures are

Email: info@macnicol.com  URL: www.macnicol.com
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now pointing to only one interest rate cut this year, a 25-basis point cut in December. Headline inflation
came in at 3% versus a 2.9% consensus estimate. This is the first time in 7 months that headline inflation
has been 3% or higher and the fourth month in a row that the rate of inflation has increased. Core
inflation also beat estimates and came in at 3.3% year-over-year. Prices moved up across the board
including food prices which continue to move up and shelter prices which shifted higher in January.

Quite the pivot we have seen over the last few months and quite the change-up from what Powell said
just a day ago. This hot inflation report could be a reason Powell, and the FED paused rate cuts. They
gave themselves some breathing room for a situation like this (if inflation beat expectations and started
to heat up). We will say the other reason the FED paused was the election. Coincidentally since the FED
had their jumbo 50 basis point cut in September, inflation has increased every month. The FED has lost
control, and the market is driving rates and inflation.

Before Wednesday’s inflation data was released, President Trump took to social media once again and
took shots at the FED. He claimed interest rates should be lower and that lower rates would go hand in
hand with upcoming tariffs. We are truly living in unpredictable times that they will study for
generations.

During Powell’s testimony, he stated that the Federal Reserve would never create a Central Bank Digital

Currency. This is arguably bullish for crypto as there will be no coin that is backed by the world's most
powerful Central Bank. However, this statement also reflects the resistance of many to adopt crypto.

Tech titans clash

Elon Musk and Sam Altman clashed online over the weekend in a bout that tech bros could not look
away from. Sam Altman founded OpenAl which owns ChatGPT. Altman has been an early innovator in
artificial intelligence. However, many including Musk have become extremely critical of him recently.
Altman changed OpenAl’s structure, board, and compensation packages to benefit himself. Musk has
gone as far as to claim that Altman is a swindler due to his recent moves.

Altman has even pushed for OpenAl to become a for-profit enterprise (currently it’s a not-for-profit
enterprise). He has previously claimed that the capabilities of Al are too powerful for a private
enterprise and Al should focus on bettering all of humanity.

So, what happened this week? Elon Musk offered OpenAl $97.4 billion for the company’s nonprofit
assets. The offer was reported by The Wall Street Journal and Musk’s group includes numerous
investors. This report led Altman to claim his company is not for sale. He even swiped back at Musk
saying he would pay $9.74 billion for X (Musk bought Twitter for close to $50 billion a few years back).

Altman went further to discredit Musk by saying he was not a serious person, and his offer was meant to
slow down a competitor.

Email: info@macnicol.com  URL: www.macnicol.com
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OpenAl promised investors that it will complete a subsidiary transition into a traditional for-profit
company by 2026 as part of an October 2024 funding round which valued the company at $157 billion.

Altman reportedly did not slam Musk’s offer as it was too low in comparison to the company’s October
valuation. He reportedly slammed it because he is quietly trying to buy OpenAl’s for-profit assets
alongside a group of investors. Yes, you read that right, he is the seller and the buyer in this transaction.
Talk about conflict of interest. The issue with Altman trying to buy and sell OpenAl is the rumored price
is well below market value. Altman and his investors would be scooping OpenAl’s for-profit assets up for
a steal. Musk is reportedly trying to expose this through a higher offer that OpenAl’s board must review
and compare to other offers.

There is also the other side of this feud which goes back quite some time. Musk helped cofound OpenAl
with Altman back in 2015. He has tried to regain control of the company a few times since, perhaps this
is his latest attempt at doing so.

It is interesting to note that as Elon Musk dove into politics by leading the Department of Government
Efficiency (DOGE) and advising President Trump on other matters, Tesla’s share price has struggled.
Shares dropped over 5% on Tuesday.

Market Summary > Tesla Inc

333.36 uso
-45.92 (-12.11%) ¥ year to date
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We know this piece had a lot of jargon and back and forth and its hard to follow, but it is very interesting
and something we will be keeping an eye on moving forward.

Trump administration all in on Al

The Trump administration appears to understand the potential of artificial intelligence moving forward.
Vice President JD Vance spoke at the Al Action Summit in Paris on Tuesday and highlighted the potential,
the revolutionary applications, and the benefits of Al. He also pointed to the relaxation of regulations in
the industry to enable rapid innovation. Do not expect Trump’s administration to be friendly with the
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entire world when it comes to Al. We expect them to take a hardline approach against countries and
companies they view as America’s adversaries.

While the vice president did not directly refer to the emergence of China’s DeepSeek in his speech,
Vance emphasized the importance of working with allies to “close pathways to adversaries attaining Al
capabilities that threaten all of our people.” Vance pointed to the overregulation by the EU in recent
years as a hurdle and encouraged its leaders to stop restricting the industry's growth. He claimed that
this overregulation has stunted the advancement of both European and American firms.

Vance went on to say that he and Trump will implement policies to make sure Al systems and chips are
made on U.S. soil. He claimed this policy would safeguard America’s advantage in Al and reduce its
supply chain exposure. Currently, 90% of the world’s most advanced chips are made in Taiwan-by-
Taiwan Semiconductor Manufacturing Co. TSMC is building a production plant in Arizona, but it will only
be a fraction of its worldwide capacity.

Intel has long tried to provide an alternative to TSMC by offering chip-manufacturing foundry services to
other semiconductor companies but has had limited success. Intel shares jumped by over 6% after
Vance’s speech on Tuesday as many investors see Intel, an American firm benefiting from Trump’s
domestic agenda in the Al industry. Intel lost over 60% of its market value last year as the company fell
behind its competitors in Al.

Perhaps this bounce by Intel is nothing but false hope - you buy Intel shares for pennies on the dollar
with some downside risk. However, what if Trump is committed to creating a dominant American firm in
this hot, innovative, and growing industry? How far will he go to make Intel successful? It is the only
logical company that fits the bill for what Vice President JD Vance described.

Despite the upside, there are major risk factors when analyzing Intel shares. We will continue to monitor
the company, however, despite the attractive valuation, we cannot purchase shares at this point until
we see signs of positive earnings. We will be monitoring this topic closely.

On the Al front, there is a new wrinkle to the DeepSeek story. Apple decided not to partner with the
start-up in a China-based Al venture, they instead chose to partner up with Alibaba. The partnership will
bring Al features to iPhones in China. Alibaba shares have been on fire in recent months but continue to
trade at a large discount. Geopolitical risk has impacted the performance of China’s equity markets over
the last few years. However, many are stomaching that risk and buying China at its current valuation.
Investors including David Tepper, and Michael Burry seem all in on China and are betting on the
country’s domestic growth. For some investors, China is the only option for tech exposure as its firms
are comparable to U.S. firms but U.S. names trade at an extreme premium relative to China or any other
country’s technology names.

However, we will once again warn our readers to weigh the risks and rewards of this trade. Buying China

is not suitable for every investor and there could be major downswings in equity prices due to
geopolitical risk in China and across the world.
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MacNicol & Associates Asset Management
February 14, 2025

Happy Valentine’s Day

Why is the 14th Valentine's Day?

While imprisoned, Valentine cared for his fellow prisoners and also his jailor's blind daughter. Legend
has it that Valentine cured the girl's blindness and that his final act before being executed was to write
her a love message signed 'from your Valentine'. Valentine was executed on 14 February in the year
270.
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