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"’ Executive summary

{\EF@) Economy

The outlook for the global economy remains
encouraging, given accommodative fiscal
deficits, recent rate cuts, low energy prices,
and a weak USD. The US government
shutdown has raised concerns about the
economy, particularly the labor market, but
the (fragile) combination of elevated capex,
solid asset markets, and resilient
consumption keeps this K-shaped economy
on track for now. The EU economy will
continue to benefit from a cyclical upswing
driven by fiscal expansion and continued
credit growth. In China, the recent
underwhelming economic data will prove
temporary, as the government remains
committed to supporting domestic demand
in 2026. The prevailing bias toward fiscal
expansion and monetary accommodation
will keep inflationary risks on the table,
particularly later in 2026.

Currencies

The USD remains in a structural bear
market. While its current consolidation
could persist in the short-term, it is set to
resolve to the downside in the coming
months, as more cuts are priced back into
the curve.
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‘m Equities

Despite bouts of volatility, global equities
have performed well as growth has proved
resilient.  International  equities  have
maintained their outperformance versus US
equities. This will likely trigger some
significant allocation shifts into 2026, as
foreigners remain overly allocated to US
equities and incentives to repatriate capital
to domestic economies grow. The tech
sector has performed well, but recent
developments are pointing to cracks in the
Al thematic, and recent weeks have seen
increased participation by other sectors,
which is key for the continuation of the bull
market. We continue to favor cyclical sectors
with specific tailwinds. International equities
should remain favored in 2026, given strong
cyclical tailwinds, lower investor exposure,
and attractive valuations.

O
ﬁ Commodities

Despite persistent weakness in energy
prices, commodities have done well in Q4,
driven by industrial and precious metals. The
excessive bearishness on energy prices is
likely to be challenged in 2026, as the supply
demand picture is shifting. Investors should
keep exposure to commodities given the
expected sticky inflation and resilient growth
environment.

Bonds

Growth concerns and rate cuts have kept
bond volatility in check and yields under
pressure for most of Q4. However, overly
accommodative fiscal and monetary policies
are likely to keep nominal growth elevated,
which will reassert upward pressure on long-
term yields and steepen yield curves in DM
markets, as currently seen in Japan.
Duration remains unattractive in the US and
EU, given no inclination toward fiscal
rectitude. Credit spreads remain historically
tight and are not suggestive of an imminent
growth slowdown, but they offer little
justification ~ for  increasing  exposure.
Investors should instead increase risk
allocation to emerging markets, where real
rates are more attractive, growth dynamics
are more structural, and currencies are likely
to face appreciating pressure.

C& Precious metals

Gold has been consolidating in Q4 and
investors should be on the lookout for the
next leg up in this historical bull market.
Interestingly, other precious metals remain
in the lead this year and investors are still
under allocated. Pullbacks should be bought.
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':0 The consensus expects resilient growth and sticky inflation, which
remains the most likely outcome. Upside risks to inflation will increase
later in 2026.
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0:0 The US government shutdown has clouded the recent economic picture,
forcing investors to look through diverging data sources. We continue to
see a resilient growth environment.
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':0 Consumption has held up despite tariffs, as they affect largely the

lowest-income households, which contribute little to aggregate
demand.

Figure 6. Short-Run Distributional Effects of 2025 Tariffs
Through November 17

By household income decile

Percentage points of post-tax-and-transfer income

Wallets Open
1st

Decile nd ard 4t sth 6th 7th 8th oth 10th High-income Americans are behind roughly half of all US consumer spending,
up from about a third in the early 1990s
/7 Share of Spending By Consumers in Top 10% of Income Distribution
50%

T T T Y T Y T T T T T .4 T T
4 Q2 Q3 Q1 QO O 4 Q) Q1 Q3 O QG O Q3 Q2
1989 1902 1904 907 1990 2002 2004 2007 2010 2012 2015 2017 2020 2022 2026

Sowce Moody's Analyhios revew of Federsl Resecve dela

Chart: The Budget Lab - Source: GTAP v7, Census, BLS, BEA, The Budget Lab analysis. » Cre;

ated with Datawrapper

PROBUS -§: PLEION Market Views | 6



0:0 The higher income spectrum is less influenced by tariffs and benefits
from high exposure to equities and the ensuing wealth effects. This has
created a K-shaped economy.

M FOF Federal Reserve US Households & NPO Net Worth Nominal $ Value - Last Price on 6/30/25 0.176M +7086.2
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':0 Al capex has been a major support for the US economy and markets,
creating a virtuous circle: high capex => solid growth & tech
performance => equity market gains => resilient consumption and
growth...

US real GDP growth and the contribution from Al-related capex
Two-quarter moving average
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':0 The labor market has shown clear signs of moderation, with slow hiring,
which is possibly reflecting a lower equilibrium. Jobless claims remain in
their 2-year range. Both should be monitored closely.

B US Employees on Nonfarm Payrolls Total MoM Net Change SA - Last Price on 9/30/25 119.0 +123.0 :-?00
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0:0 Continued moderation rather than a major weakening is the base case
for the labor market, with small businesses hiring plans improving and
challenger job cut announcements coming down.
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':0 Youth unemployment has risen sharply in the past year relative to
overall unemployment, which likely reflects the disruptive impact of Al
on entry-level jobs.

M US Unemployment Rate (%) (R1) 4.4 M US Unemployment Rate Both Total 20-24 Years SA (USD) - Last Price (L1) 9.2
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':0 Commercial bank loan growth continue to be supportive of growth and
bank deregulation remains on the table in 2026.

B US Commercial Bank Assets Loans & Leases Bank Credit SA - Last Price 12999.094 13500
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0:0 Budget deficits will remain supportive of (nominal) growth in early 2026,
with most of the benefits accruing to the richer households...

0.0%

-1.0%

-2.0%

-3.0%

-4.0%

-5.0%

-6.0%

-7.0%

-8.0%

PROBUS -§: PLEION

Deficit As % of GDP — Baseline (Jan 2025) vs Baseline with Big Beautiful Bill

<
_635‘1%

-7.0%  -7.0%

2025 | 2026 2027

2028

-5. SSI »
-6.8%
-7.2%

2029

2030 2031 2032 2033 2034

[0 CBO January 2025 Baseline @ CBO Baseline with Big Beautiful Bill Added In

Market Views | 13



0:0 Trump’s approval ratings have been falling throughout 2025, as it has
become increasingly evident that his policies do not favor main
street...What will Trump do to push those approval ratings back up in
the run-up to the mid-terms?

H Trump Job Approval Poll Average (Real Clear Politics) 43.7

Trump is committed to a $2,000 dividend
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':0 Coordinated fiscal spending remains a key cyclical driver for the EU

The growth-killing fiscal consolidation is over

General government net fixed capital formation
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0:0 The services industry continues to support the EU economy, and an
improvement in manufacturing activity appears to be on the cards.

B HCOB Eurozone Manufacturing PMI SA - Last Price 49.6 B HCOB Eurozone Services PMI SA - Last Price 53.6
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':0 The Swedish economy continues to provide a good lead on EU growth,
which should remain resilient going forward, with improvements in
manufacturing activity.

M Euro Area GDP Growth (%) - lagged 6m (L1) 1.4
M Sweden Manufacturing new orders minus inventories (R1) 6.8
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0:0 The credit cycle continues to support EU growth, as rate cuts keeps
feeding through.

M ECB Euro Area MFI Loans to Households YoY (%) 2.4 MECB Euro Area MFI Loans to Non-Financial Corp YoY (%) 2.7
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':0 In Japan, Abe’s protégée revives her mentor’s playbook. Keeping
nominal growth elevated through fiscal and monetary accommodation.

Japan Cabinet OKs 18 trillion yen
extra budget draft under PM's
fiscal push

2. KYODO NEWS - Nov 28, 2025 - 18:02 | All, Japan
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0:0 The combination of loose monetary policy and fiscal spending in a sticky
inflation environment keeps pushing yields sharply higher; the BOJ is
signhaling a hike in December but remains behind the curve.
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':0 US inflation has rebounded, while the EU’s has stabilized. Inflation will
remain sticky in 2026, but Q1 should not see much upside.
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':0 Goods inflation is stabilizing after a sharp acceleration. Rental
disinflation will prevent a major rise in CPlin Q1, barring a sharp rally in
energy prices.

Ml Core Goods CPI YoY 0.315 MBUS CPI Energy contribution to All Items NSA YOY - Last Price 0.176
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0:0 While 2025 saw cuts across all major central banks ex-BOJ, 2026 could
see some divergences. The Fed is expected to cut rates further, possibly
more than priced in, while the ECB will stay on hold & the BOJ will hike.
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"’ Trump’s nomination as Fed Chair will be key for the magnitude of cuts next year,
as Hassett would be a much more dovish candidate than Warsh.

Who will Trump nominate as Fed Chair?

® Kevin Hassett 52% ® Kevin Warsh 40% @ Christopher Waller 5.3%
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':0 The Fed is set to resume balance sheet expansion, while the Treasury
General Account is starting to decline. Both actions will boost liquidity

and support risk assets.

M Fed balance sheet (USD ftrillion) on 12/10/25 6.539M
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Large maturities and exploding interest expense are driving the US administration

focus on lowering rates...

W US Interest Payments in USDbn on 6/30/25 (L1) 1160.900

W US Interest Payments in % of nominal GDP on 12/2/24 (R1) 3.81 00
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Exhibit 15: US marketable Treasury securities: Maturity profile
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':0 Gold remains the leader this year, while bonds have underperformed
both equities and commodities; a dynamic that is set to continue in 2026.

Normalized As Of 01/31/2025

M MSCI USA on 12/10/25 18.06153
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':0 The USD has consolidated its first leg down in the past few months.
While the consolidation could extend in duration, a lower USD remains
the base case for next year.

W DOLLAR INDEX SPOT - Last Price 98.4770
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0:0 Terminal rate pricing remains a key driver for the USD. As rates cuts are
priced back into the curve, the USD will weaken. A Warsh Fed would
however likely keep the USD bid a while longer.

I Mkt pricing of Fed funds 18 months from today (R1) 3.090 EDXY (L1) 98.469
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':0 The combination of easy monetary policy and loose fiscal policy will
keep upward pressure on long-term yields in 2026, as yield curves
steepen. US short-term rates will likely remain under pressure.

W US 2Y bond yield 3.5773 MUS 10Y bond yield 4.1546
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':0 Credit spreads have moderately widened in Q4 but remain very tight
and not suggestive of an imminent deterioration in growth. They do not
offer much value at current levels.
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0:0 EM fixed income remains attractive given elevated real rates and
appreciating currencies.

US vs EM rates
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':0 Chinese, EU and Japanese equities have done very well in 2026,
outperforming their US counterparts...

Major Indices performance in USD YTD and QTD (as of 12.12.2025)
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':0 The Net International Investment Position of the US remains an
enormous imbalance that will keep pressure on the USD, should large
institutional players consider this year’s performance and rebalance
exposure towards international equities, or adjust USD hedging ratios...

US net international investment position
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0:0 A structural bear market in the USD would imply that we are passed the
peak of US equity outperformance.

130,04 M Ratio of MSCI USA & MSCI World ex USA (R1) 1.9 BUSD Index (Trade Weighted) (L1) 118.0 F2.2
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':0 Earnings growth expectations are elevated across major markets in

2026, with a notable reacceleration in the EU and in India.

E2025 as of 05.12.2025, E2026 as of 30.09.2025 & 05.12.2025
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':0 US equities continue to climb the wall of worry, as the economy holds
up and both monetary and fiscal policies are supportive. Breadth has
also improved, which is a good sign. Valuations remain a concern and

offer no margin of safety in case of slowdown.
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':0 The breakout in US small caps after 4 years of consolidation is a bullish
development that points to improving breadth and supports the
resilient growth narrative. Broadening market participation is key to
sustain the rally given the recent weakness in the Al thematic.

M Russell 2000 Index - Last Price 2590.605
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Recent signs of caution on the Al thematic could see tech trail in the
coming quarter, as the growth picture clears up and cyclicals recover. We
continue to favor industrials and financials, while healthcare and energy
remain under owned and attractive.

US Sector Performance YTD and QTD (as of 12.12.2025)
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':0 The market has recently showed signs of fatigue on the Al thematic,
with large capex announcement being punished by the market instead
of rewarded. Moreover, Alphabet’s success with TPUs is changing the
competitive landscape.
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':0 The real bottleneck is grid infrastructure and electricity generation,
where China has a major advantage.

China leads the US in ability to expand generation
Annual electricity generation, terawatt-hours
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0:0 EU equities continue to look attractive into 2026

B STOXX Europe 600 Price Index EUR - Last Price on 12/11/25 579.94 +1.77 - 600
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Industrials and financials remain our favorite sectors. Investors should

also be on the lookout for opportunities in energy.

EU Sector Performance YTD and QTD (as of 12.12.2025)
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':0 EU industrials have consolidated their gains in Q4, but we remain
constructive on the back of a bright earnings outlook.

European industrials face a bright earnings outlook
MSCI, mid & large cap, industrials, 12m-forward EPS, €
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':0 Chinese economic data have been underwhelming in the past couple of
months, both in the services and manufacturing sector.

M China Caixin Manufacturing PMI on 11/30/25 49.9
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':0 The real estate sector is also showing signs of deterioration again.
Additional measures will be put in place to support the real estate
market, given its importance for consumer confidence.

M China Property - Sales of Residential Buildings(YoY%) - Last Price -26.06 L a0
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0:0 Deflation remains entrenched in China, which is why the anti-involution
policy was put in place. It also gives room for further supportive
measures.

100 M China Industrial Enterprises Total Profits YoY - Last Price (L1) -5.50 M China PPI YoY - Last Price (R1) -2.1 -

With Competition:
801 There’s Too Much of It -

The Chinese government is taking steps to rein in what it calls
“involution,” or excessive competition that is hurting local F10
companies and fueling the country’s deflationary spiral.
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':0 The government has reiterated its intention to support the economy
and domestic consumption with moderately loose monetary and fiscal
policy. Additional measures such as rate cuts are likely in Q1.

M Loan prime rate 1Y on 11/20/25 3.00 -
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':0 Chinese equities have been consolidating in Q4 after a sharp rally, as
growth has moderated. The consolidation could extend a bit longer, but
we see further upside in 2026.
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':0 Japanese equities remain attractive and dips should be bought. The JPY
remains egregiously undervalued and should not be hedged.

M Topix 3357.24 M Topix 200-day moving average 2940.94
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0:0 Indian equities continue to consolidate and appear ready to resume
their uptrend, but the currency remains under pressure, as there is still
no clear resolution on the tariff front.

M MSCI India Index 3019.31 MMSCI India Index - Moving Average 200 Day on 12/10/25 2915.87 k3400
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0:0 ASEAN markets have finally caught a durable bid. A combination of a
stabilizing Chinese economy, weak USD, increased local trade and capital

investments should keep favoring this region.

B MSCI AC ASEAN USD (USD) - Last Price on 12/10/25 745.62
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Rate in %

+$+  ASEAN - outlook
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"’ The unfolding infrastructure boom in the Valeriepieris circle

Gross national savings as % of GDP
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':0 Gold has been consolidating in Q4 following a spike in retail speculation.
Investors should be on the lookout for the next leg up in this historical
bull market. Global allocations remain far from extreme.
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':0 Despite gold’s historic year, silver, palladium and platinum are outshining
it. Silver is leading the pack into new record highs but should not be

chased here. Platinum and palladium still have upside.

M Silver Spot $/0z - Last Price 64.3278

M Palladium Spot $/0z - Last Price 1530.12

M Platinum Spot $/0z - Last Price 1766.85
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0:0 Energy markets have been weak this year, as OPEC+ has been increasing
production, while US production edged higher too. Going forward, OPEC
is signaling that production hikes are unlikely...
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':* There is a strong case that US oil production could start falling in the
coming year.

FIGURE 8.A Permian Shale Qil Year-on-Year Growth
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':0 Aside from energy markets, commodities have performed well in 2025
and are breaking out of a major consolidation. With energy prices
possibly joining the party at some point, commodities should do very
well. Investors are under allocated to this asset class providing a hedge
against inflation.

= Commodity Index 109.8122 Bloomberg Commodity Index vs CPI (YoY %)
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':0 Al energy demand & LNG export capacity increases will tighten the

supply-demand balance for natural gas and push prices higher.

PROBUS -§: PLEION
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':0 On the energy side, the supply/demand imbalance remains extremely

favorable for uranium in the coming years...

Exhibit 1: We revised our demand forecasts incrementally higher while adjusting production

profiles for supply
U308 Ibs
Revised U308 Supply (total) === Previous U308 Demand
- Revised U30E Demand Previous U308 Supply (total)
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0:0 Q1 2026 convictions table

Least Attractive

Neutral Most Attractive

Comments

Japanese Equity

Stay long JPY

Chinese Equity

0000

Asian EM

®o® O ©

Cash & Short term debt

duration 3-4 years

US Long term debt

EU long term debt

DM High Yield

EM Debt (Local)

EM Debt (Hard)

Precious Metals & Miners

Commodities

favor industrial metals

REITs (EU + CH)

Positive in CH, negative in EU/US

Hedge Funds

Favor Long-short

Private Markets

Favor buy-outs (evergreen)
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':’ Disclaimer

This document has been prepared using sources believed to be reliable. The author and distributors of this document expressly
disclaim any and all liability for inaccuracies it may contain and shall not be held liable for any damage that may result from any
use of the information presented herein. The statements and opinions it incorporates were formed after careful consideration and
may be subject to change without notice. Past performance is not indicative of future results. Values of an investment may fall as
well as rise. This document is intended for information purposes only and should not be construed as an offer or the solicitation of
an offer to buy or sell any investment products or services. The use of any information contained in this document shall be at the
sole discretion and risk of the user, being directed at Professional Clients as defined under the rules and regulations of the Dubai
Financial Services Authority (DFSA). Probus Pleion Middle East Limited is requlated by the DFSA.

DATA PRIVACY POLICY IMPORTANT NOTICE

PROBUS recognizes the importance of keeping the personal data of its customers and other counter-parties confidential and
protecting their privacy rights. As a consequence, PROBUS has adopted a global privacy policy consistent with applicable
standards. Our Data Privacy Notice can be found using the following url: https.//www.probus-group.com/data-privacy-notice
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