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2024 was expected to be a year of significant political
turmoil, with nearly half the world's population heading to
the polls. As the year draws to a close, however, it is clear
that much of the political turbulence was due to unforeseen
events, while many of the expected elections proceeded
without major disruption. A prime example is the U.S.
election which was concluded quickly and decisively, with
no uncertainty or violence.

French political crisis

The situation in France is more complex. After the European
elections, President Macron called for early parliamentary
elections, which resulted in a fragmented parliament
divided into three blocs. As a result, he formed a coalition
government in early September that appeared fragile and
lacked a parliamentary majority.

As expected, the government led by Prime Minister Michel
Barnier did not survive the budget process in the French
Assembly. On December 4, he was ousted following a
"motion of censure" passed by a coalition of the far right
and far left as the government attempted to implement a
deficit-cutting budget.

The new government (which hasn’t even been appointed
yet) will face the same difficult parliamentary equation,
especially given France's limited tradition of coalition
building. As a result, the country is likely to suffer months of
political, fiscal and regulatory uncertainty. This could
undermine consumer and investor confidence, with
France's risk premium likely to remain elevated, corporate
investment weak and GDP growth potentially impacted’.
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France is in an "excessive deficit procedure" initiated by the
European Commission, but the sustainability of its public
debt is not in question. The situation is not comparable to
the Greek debit crisis or the Truss mini-budget that triggered
a debt crisis in the UK in 2022. France's ability to collect
taxes is intact and several parties share a genuine
willingness to reduce the budget deficit. In addition, France
continues to benefit from a strong institutional investor

base, with all bond sales oversubscribed. Investors are
demanding a premium to sanction France's political
uncertainty, lack of public spending efficiency and fiscal
discipline.

Breakup of the German coalition, for the better?

Like its runner-up, Germany, the eurozone's largest
economy, is struggling with political uncertainties. On
November 6, the Social Democratic Chancellor, at odds
with his liberal allies over economic and budgetary policy,
fired his finance minister, C. Lindner, after he refused to
suspend the debt rule to allow for more aid to Ukraine.
Therefore, M. Scholz has decided to call for a vote of
confidence in parliament, which will take place on 16
December and is expected to trigger early general elections
at the end of February 2025.

The situation in Germany seems similar to that in France,
but the stakes are different. Germany is facing cyclical and
structural economic difficulties, partly due to the debt brake
rules. With the CDU indicating flexibility on the debt brake,
there is hope that the rule could be modified in 2025, paving
the way for higher public investment to help modernize
infrastructure, raise productivity and increase potential
growth.
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A trial for South Korea's democracy

Meanwhile, the Korean president's attempt to impose
martial law failed. Just six hours after declaring military
rule, the parliament voted it down. President Yoon
survived an impeachment vote (six opposition parties
failed to secure a two-thirds majority). He is now under
investigation on charges of treason and abuse of power
but remains in office as part of a deal with his party.

This episode triggered a foreign exchange and liquidity
crisis, forcing the Bank of Korea to intervene to increase
short-term liquidity and take measures to stabilize the
Foreign Exchange market. The Korean won has been under

" We invite you to read our in-depth analysis of the potential economic impact of the political turmoil in France, published in July:
Focus: France's political turmoil - Potential economic impacts - CBH Bank | Compagnie Bancaire Helvétique
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https://cbhbank.com/en/research/focus-frances-political-turmoil-potential-economic-impacts/

pressure since the beginning of the year and this political
drama has triggered another sell-off.

Markets fear a power vacuum at the top of the
government and question the resilience of South Korea's
democracy. However, Korea offers quality names -
globally competitive companies in key growth areas - and
a favorable macroeconomic backdrop. Thanks in part to a
diversified industrial base and high private and public
investment in R&D spending, the economy has been
officially upgraded to developed status by the United
Nations Conference on Trade and Development in 2021.
Korean government bonds are scheduled to join the FTSE
Russell World Government Bond Index in November 2025.

Research and Development Expenditure
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Moving forces

Domestic political turmoil and geopolitical risks are moving
forces. While risks in the Middle East have de-escalated
thanks to the ceasefire between Israel-Hezbollah, the fall of
the Assad regime in Syria has thrown the region into
uncertainty.  Elsewhere, the polarization between the
United States and China is increasing, with implications for
supply chain organization and third countries. Korea is a
prime example. The country has to navigate a new
geographical course and may have to choose sides.

Geopolitical and political risks have a significant impact on
growth, commodity prices, currencies, inflation, financial
markets and the supply chain. We expect political and
geopolitical risks to remain high in the coming years due to
structural shifts at play, including demographic and
technological megatrends, geopolitical tectonic forces, and
deteriorating bilateral relations.

While geopolitical tensions and political uncertainties can
be challenging, they also present both risks and
opportunities for investors. Effective risk management
through diversification is essential to mitigate the impact of
such events, as is the ability to assess contagion risks
promptly and accurately. Additionally, maintaining a focus
on quality stocks with strong balance sheets and diversified
operations enhances portfolio resilience. On the
opportunity side, periods of market volatility driven by
geopolitical events often create attractive entry points,
where asset prices deviate significantly from their intrinsic
value. Active and structured management is key to navigate
these complexities, positioning discretionary management
services as a valuable tool for confident and informed
decision-making in a dynamic global environment.
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Disclaimer

This publication is for information purpose only and does not
constitute any offer, inducement, and recommendation by CBH
Compagnie Bancaire Helvétique SA or any other members of its
group. Particularly, this publication does not constitute a prospectus,
and the published information is not to be understood to be an offer
of sale of any securities or an investment proposal of any kind.

It is general information based on proprietary knowledge, information
furnished by third parties, and publicly accessible sources. It is not
solely the result of independent financial research, therefore the legal
requirements regarding the independence of financial research do not
apply. The information and opinions expressed in this publication
were published by CBH

Compagnie Bancaire Helvétique SA, as of the date of writing and are
subject to change without notice, in particular any prices indicated
are current as of the date of this publication, and are also subject to
change without notice.

Investments in the asset classes mentioned in this publication may
not be suitable for all recipients and may not be available in all
countries. This publication is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or
resident of, or located in, any locality, state, country or other
jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation. This publication has been
prepared without taking account of the objectives, financial
situation or needs of any particular investor. Before entering into any
transaction, investors should consider the suitability of the
transaction to individual circumstances and objectives.

Professional advice, including tax advice, should be sought if
investors are in doubt. The value of investments and the income from
them may fall as well as rise and is not guaranteed, therefore they
may not get back the original amount invested; the value of an
investment may fall suddenly and substantially; past performance is
not a guide to future performance; and levels and basis of, and reliefs
from, taxation may change from time to time.

Changes in foreign exchange rates may have an adverse effect on
the price, value or income of an investment.

Please note that the value of investments and the income from them
may fall as well as rise and is not guaranteed, therefore they may not
get back the original amount invested; the value of an investment
may fall suddenly and substantially; past performance is not a guide
to future performance; and levels and basis of, and reliefs from,
taxation may change from time to time. Changes in foreign exchange
rates may have an adverse effect on the price,

value or income of an investment.

No representation is made with respect to the accuracy and
completeness of this publication, and this publication should not be
relied on. Possible errors or incompleteness of the information
contained in this publication do not constitute grounds for liability.

Neither Compagnie Bancaire Helvétique SA nor any other members
of its group are liable for the information contained in this publication.

This publication may only be distributed in countries where its
distribution is legally permitted by CBH's local entities. This
publication is not directed to any person in any jurisdiction where
(by reason of that person’s nationality, residence or otherwise) such
publications are prohibited.
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Important Distribution Information

Switzerland - This publication is distributed by CBH Compagnie
Bancaire Helvétique SA, an authorized and regulated entity by the
Swiss Financial Market Supervisory Authority FINMA in
Switzerland.

Bahamas - This publication is distributed to clients of CBH Bahamas
Ltd. and is not intended for distribution to persons designated as a
Bahamian citizen or resident for the purposes of the Bahamas
Exchange Control Regulations and rules. Thus, it is only intended for
persons who are designated or who are deemed non-residents.

Hong-Kong - This publication is distributed by CBH Compagnie
Bancaire Helvétique SA, and is distributed by CBH Asia Limited on its
own behalf to its clients. CBH Asia Limited is a company licensed
with the Hong Kong Securities and Futures Commission (SFC), and
registered with the Mandatory Provident Fund Schemes Authority
(MPFA) and the Hong Kong Insurance Authority (IA).

UK - This publication is distributed to clients of and by CBH Wealth
UK Limited, authorized and regulated in the United Kingdom by the
Financial Conduct Authority [FRN 514546]. This document is
intended for general information purposes, and not considered as
investment research. For full information on CBH Wealth UK Limited
communications, please visit our website or speak to your
Relationship Manager.

United States - Neither this publication nor any copy thereof may be
sent, taken into or distributed in the united states or to any us person.

This publication may contain information obtained from third parties,
including ratings, scoring measures, prices and other data.
Reproduction and distribution of third-party content in any form is
prohibited except with the prior written permission of the related
third-party. Third-party content providers do not guarantee the
accuracy, completeness, timeliness or availability of any information,
including ratings, and are not responsible for any errors or omissions
(negligent or otherwise), regardless of the cause, or for the results
obtained from the use of such content. Third-party content providers
give no express or implied warranties, including, but not limited to,
any warranties of merchantability or fitness for a particular purpose or
use. Third-party content providers shall not be liable for any direct,
indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses
(including lost income or profits and opportunity costs) in connection
with any use of their content, including ratings. Credit ratings are
statements of opinions and are not statements of fact or
recommendations to purchase, hold or sell securities. They do not
address the market value of securities or the suitability of securities
for investment purposes, and should not be relied on as investment
advice.

Copyright and database rights protection exists in this publication
and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of CBH
Compagnie Bancaire Helvétique SA. All rights are reserved.
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