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1. EDITORIAL

MANY ARE CALLED AND... MANY ARE CHOSEN

Lots of winners and very few losers: that is
the first thought that comes to mind when

reviewing the market’s annual performance.

Admittedly, there were a few casualties in 2025:
on the currency side, the dollar lost more than
11% against the euro and the Swiss franc, while
the yen also lost circa 10% against the euro. Bit-
coin has been struggling since Autumn, and on
the commodities side, oil" (WTI benchmark) lost
20% over the year... But compared to this hand-
ful of losers, there were so many winners! Gold®
(up 65% over the year), silver® (up 132% though

with high volatility, as seen at year-end), transi-

tion metals (up 37% for copper’) and, above all,
almost all the major stock markets. From South
Korea™ (75% over one year) to Spain™ (49%), Chi-
nese stocks listed in Hong Kong™ (27%) and the
Nasdaq™ (21%), all these markets showed remark-
able strength and, each with differing dynamics,
ended the year with strong gains. European mar-
kets were buoyed by banks and the Defence sec-
tor, while the United States once again benefit-
ed from the Technology sector: different drivers,
therefore, but ultimately performances that are all
the more remarkable given that they were achieved
against a backdrop of geopolitical uncertainties,

trade wars and rising tariffs.

G1:2025 PERFORMANCE OF THE TOP100 (Y AXIS) US COMPANIES

BY MARKET CAPITALISATION (X AXIS)
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Looking closer at the year-end picture and zooming
in on the last quarter, we can see that some of the
most promising themes of 2025 are losing momen-
tum. Most European Defence stocks peaked in Q3
(and what peaks they were!), while artificial intelli-
gence has been treading water since October. The
investments required to fuel AT sometimes seem ex-
cessive. Oracle is paying the price, and the massive
debt issues of certain technology players are giving

some investors pause for concern.

The performance of the top 100 stocks of the US in-
dex is revealing: there is very wide dispersion, with
only two of the magnificent 7 stocks outperforming
the index, while two are in line and three are lag-
ging. Another interesting reading is that amongst
the strongest performances (without considering the
market cap factor), one can find more banks, indus-

trial stocks than Al plays..

What could be called the return on invested capi-
tal requirement to us seems to be one of the keys to
the beginning of 2026. This is especially true giv-
en that several “monster” IPOs are expected over
the coming months, IPOs which will seriously test
investors’ appetite. OPEN Al is talking about rais-
ing €60 billion. Worth noting that the largest IPO

to date was Aramco’s, which raised €22 billion.

*  Commodity performances are given in dollars.

*% Stock market index performance is given in their listed currency.
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Experienced investors know that a market rises when
there 1s “more money than fools”; the opposite how-
ever, where there are “more fools than money”, usu-

ally ends in severe disappointments.

Identifying the moment when a theme be-
comes too consensual, the moment when
there are too many “fools”, is a difficult if
not impossible exercise. Taking profit and
rebalancing elsewhere on other, less popu-
lar and more contrarian investments may
be an interesting option. There are not that
many contrarian choices at the end of 2025,
as it has been a good year for most assets.
Nevertheless, Oil, Asian currencies (we are
thinking in particular of the extremely un-
dervalued Yen and Renminbi), some Asian
markets and certain stock market sectors
under pressure (such as consumer ones)
are a few examples. Taking a longer view
than just 2025, certain asset classes such
as emerging markets and commodities can
also fit the desription as they materially
underperformed in the previous years. We
will certainly discuss this further in ear-
ly 2026, which we hope can be an excellent

year for you.



2. FIXED INCOME

WILL 2026 BE A BETTER YEAR THAN 20257

Central banks and long-term
rates in 2025

In 2025, Japanese long-term rates rose by 0.9%,
which is huge given that they effectively doubled,
rising from 1% to 2%. US long-term rates fell by
around 0.5%, while German 10-year rates moved
in the opposite direction. The source of satisfac-
tion in the eurozone is undoubtedly the fact that
the France-Germany spread has remained close
to 0.8%, alevel of stability that does not reflect the
stress felt by many investors. The two main cen-
tral banks have pursued accommodative monetary
policies. The Fed cut rates three times (-0.75%) to
bring the Fed funds rate down to 3.5%-3.75%, and
the ECB lowered its deposit rate from 3% to 2%.

Credit Markets: the year began
on the 3 of April

In the credit market, the key word was once again
Carry, which enabled corporate bonds to perform
well. Investment grade spreads in euros and dol-
lars started and ended the year at around 50 basis
points but tightened to levels above 80bp on Liber-
ation Day in early April. High yield spreads, which
ended the year stable in dollars and slightly lower
in Europe, widened by circa 150bp in April, com-
pared with only around 30bp in the investment
grade universe. Corporate hybrid debt played its
part, delivering a very respectable but unremark-

able performance.
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Outlook for 2026

Barring any unforeseen events, the Fed should re-
main accommodative as long as any inflationary risk
remains under control, which is not 100% certain.
President Trump’s “friends” should find themselves
in the majority and should proceed with one or more
monetary easing measures, without neglecting the
RMP (Reserve Management Programme), which
consists of purchasing §40 billion worth of Treas-
ury bills per month. In the Eurozone, the ECB is
unlikely to change its policy. However, if the Ger-
man stimulus plan proves successful, a rate hike at
the end of the year cannot be ruled out. Japan will
pursue a very restrictive policy, with rates likely to
be raised three times in 2026. Will long-term rates
skyrocket, or are these measures already factored
into current prices? This is the big question, as a
disaster on the Japanese bond market could spread
to Europe and the United States. We will remain
cautious on duration, if we were to take a view, we
will probably be slightly more constructive on US
long-term rates than on German Bunds, which could
quickly exceed a 3% yield. In the credit markets,
spreads should remain stable and we should see a
repeat of 2025, with performance driven by Carry
rather than capital gains. Any potential accidents
(such as Liberation Day in April 2025) should be
used to increase credit positions, with a focus on
subordinated debt.



3. EQUITIES

2026, HEADING TOWARDS A NEW STOCK

MARKET LEADERSHIP?

2025 ended better than it began

With the global blue-chip index up nearly 20%,
equity markets ended the year much better than
they started it. The mini stock market crash that
followed the famous “Liberation Day” in early

April 2025 now seems a distant memory.

Firstly, in the United States where after strong
gains in 2023-2024, doubts were real in a con-
text of high valuations and elevated concentra-
tion risk. And yet... In a tense geopolitical envi-
ronment marked by the ever-unpredictable nature
of Donald Trump, it was the technological revolu-

tion in Artificial Intelligence (AI) that swept away

these uncertainties and enabled the US market to

reach new highs.

While in the United States it was growth stocks and
earnings growth that drove equity returns, the op-
posite was true in Europe, where the rise was due
more to rebounding Value stocks — the banking sec-
tor being the most striking example — and to multi-
ple expansion. On this last point, Germany’s histor-
ic shift towards fiscal stimulus has certainly played

a role, with investors agreeing to “pay to see”.
bl

Finally, it 1s difficult to talk about 2025 without
mentioning the outperformance of Emerging and

Asian markets. This phenomenon is particularly vis-

G2: PERFORMANCE — NASDAQ100 OVER THE PAST FIVE YEARS
VS. NASDAQ100 FROM MARCH 1995 TO MARCH 2000
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ible in Asia, whether in the Korean and Taiwanese
markets (which are also buoyed by the Al theme)
or among Chinese competitors to US tech giants,
which are finally benefiting from renewed interest
from international investors after years of neglect.
Finally, on a separate note, the Japanese market is
not to be outdone, gaining 22% over the year, helped
by a weak yen and the continued improvements in

the profitability of Japanese companies.

What is the outlook for 20267

Ultimately, artificial intelligence has been a key
driver of performance in both the United States
and Asia, dominating stock market narratives. The
scale of the phenomenon and the investment spend-
ing of the main players in the sector fuelled fears at
the end of the period that a bubble similar to that
of the early 2000s could occur.

While vigilance remains essential, several factors
allow us to put the current situation into perspective
and differentiate it from that of the 2000s. Firstly
on the stock market, although impressive, the rise
in US technology stocks remains incomparable to
that seen between 1995 and 2000 (see graph 2).
Secondly, with a few exceptions (Oracle for exam-
ple), today’s fundamentals remain radically differ-
ent for most of the major Al stocks: strong existing
cash flow generation, relatively healthy balance
sheets, self-financed investments. Moreover, the rise
of the US index in 2025 has much more to do with
earnings growth (particularly in Tech.) than with
an expansion of multiples. Finally, the stock mar-
ket euphoria that characterises the end of a bubble
remains very limited today, even if the announce-
ment of major IPOs in 2026, such as Space X and

Anthropic, is cause for concern.
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The AI phenomenon is also far from homogeneous
and exclusive. As highlighted in our editorial, the
mixed performances within the group of the Mag-
nificent 7 already reflect varying degrees of success
and call for greater selectivity among the main play-
ers in the sector and more broadly speaking with-
in the US market.

Equally encouraging for 2026, the strong perfor-
mance of value stocks in Europe and domestic Japa-
nese stocks shows that there 1s life in the stock mar-
ket beyond the theme of Al. From this perspective,
the outperformance of emerging markets and Asia
against a backdrop of a weak US dollar, more rea-
sonable valuations and robust growth momentum
is a trend that we expect to continue. The same ap-
plies to commodity-related stocks. The rebound in
metal prices — gold, silver and copper — against a
backdrop of growing strategic demand and limited
supply is enabling commodity stocks to emerge from
the bearish cycle in which they have been trapped
in recent years. Whether in emerging markets or
commodity stocks, cycles (recently more bullish, but
previously bearish) tend to be longstanding, giving
us reason to hope that these trends will continue,

albeit at the cost of greater volatility.



5. PERFORMANCE

EQUITIES | 31.12.25 {CURRENT| 1M | 3M | 6M | 2025 | 2024 | 2023 | 2022 | 2021 2020

MSCI WORLD 4430 10.0% 19.5% 17.0% 24.4% -17.7% 22.4% 16.5%

2893 | 2.9% | 4.5% | 9.0% | 27.9% | LI%  15.0% : -16.8% @ 8.8% | 5.4%

48063 | 0.7% | 3.6% | 9.0% | 13.0% @ 12.9% : 16.2% | -6.9% & 20.9% @ 9.7%

6846 | -0.1% | 2.3% | 10.3% | 16.4% : 23.3% | 26.3% | -18.1% @ 28.7% | 18.4%

7764 1 0.2% | 0.9% | 5.3% | 0.3% | 10.9% | 13.8% : -11.5% | 29.6% @ 12.8%

25250 | -0.7% | 2.3% | 11.3% | 20.2% | 24.9% : 55.1% : -32.4% | 27.5% @ 48.9%

2482 -07% | 19% | 141% | 113% © 10.0% | 16.9% @ -20.5% & 14.8% = 19.9%

592 1 27% © 6.0% . 9.4%  16.7% | 6.0% © 16.6% @ -9.9% @ 25.8% | -1.4%

9931 | 2.2% | 6.2%  13.4% | 215% | 5.7% | 77% | 4.6% & 184% @ -114%

EUROPE ®150  0.3%  3.2%  6.3% | 104% @ -2.2% : 201% : -6.7% @ 319% : -5.0%

24490 | 27% © 2.6% © 24% © 23.0% | 18.8% © 20.3% @ -12.3% | 15.8%  3.5%

18219 © 3.2% | 8.8% | 10.2%  17.8% | 6.2%  6.1% @ -16.5% | 23.4% : 3.8%

404§ 27% © 4.3% © 14.9% © 30.6% | 5.1%  10.2% | -19.8% i -2.3%  18.8%

913 | 2.6% | 4.0% | 14.7% | 29.3% | 0.8% | 3.6% | -21.5% | -6.4% & 22.5%

TOPIX §3400 1 0.9% | 8.6% | 19.5% | 22.4%

ASIA 17.7% | 28.3% | -2.5%  12.8% | 7.4%

HANG SENG 25’631 17.7% -10.5% -12.6% -11.8% -0.2%

20.9% | -4.6% | 6.5% | 27.8%

CSI300 4630 17.6% 17.7% 14.7% -9.1% -19.8% -3.5% 29.9%

FX &

COMMODITIES BEL2e2s

EUR-USD 1.171 13.1% -6.2% -6.9% 8.9%

0.932 | 0% | -0.3% | -0.9%  -0.9% | 1.2% { -6.1% | -4.6% @ -4.0% : -0.4%

CURRENCIES 0796 | -1.0% | 0.0% | -2.8% | -12.3% | 7.8% | -9.0% | 1.3% | 3.1% | -8.4%

157.8 | 1.0% | 6.6%  87% | 0.3% | 11.5% | 10.5% | 13.9% | 11.5% | -4.9%

98.60 | -0.9% | 1.0% | -0.3%  -0.0% : 7.0% | -21% | 82%  7.0% i -7.3%

4338.88 | 2.3% | 17.7% | 28.8% | 65.3% : 27.2% | 13.1% | -0.3% | -4.2% : 25.0%

6716 | 18.9% : 55.9% © 82.8% & 132.4% | 21.5% | -0.7% @ 2.8% : -13.6% & 48.7%

56.66 | -3.2% | -9.6% | -24.6% | -21.0% i 0.1% © -10.7% | 6.7%  59.1% : -21.5%

3.98 | -17.9% | 38.0% | -0.1% : 9.7% | 44.5% | -43.8% @ 20.0% | 46.9% & 16.0%

1886 5.8% | 19.8% | 21.8% . 37.4% | 2.2% | 0.9% | -141% : 25.7% : 26.0%

FIXED INCOME | { CURRENT |

415 013 002 | (0.24) | (042) | 69bps | Obps : 237bps | 60bps | -100bps

290 | 021 | 015 | 040 | 053 | 34bps | -54bps | 275bps | 39bps | -38bps |

607.0 i -0.4%  0.6% | 2.3%  4.6% : 3.4% i 7% : -11.2% : -14% i 5.6%

219.4  § -0.6% : 01% i 11% : 2.5% 1L7% © 47% i -13.3% i -2.2% | 4.2%

24311 -0.5% | 0.8%  3.3% . 6.1% 0.6% © 41% | -12.5% | -2.3% | 8.0%

3718 | -0.6% : -02% | 2.9% © 6.8% @ 18% : 3.9% : -1.9% @ 6.0% : 11.0%

35349 | -0.5% | 04% | 44% | 7.5% 21% | 85% | -15.8% | -10% | 9.9%

BONDS

29041 | 0.2% | 0.8% | 4.8% | 8.2% | 8.2% | 134% & -11.2% | 53% | 71%

2438 -L0% | 0.0% | -0.6% | 0.3% | 20% | 71%  -18.2% i -3.4% | 4.7%

265.01 ¢ -04%  0.2% | L0% © 2.8% | 47% . 8.2%  -13.6% | -1.0% | 2.8%

50L1 1 0.2% | 05% | 2.3% | 4.6% 9.0% | 12.8% | -1L1% | 4.2% | 1.8%

1384.2  © 0.2% | 2.5% © 6.8%  10.9% | 6.6% @ 9.1% . -15.3% @ -17% | 6.5%

Source: Bloomber, 31/12/25
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Legal information

This document intends to provide information and opinions on dif-
ferent matters. It is intended only for this purpose. This document
does not constitute an advice, an offer nor a solicitation by Banque
Eric Sturdza S.A. or on behalf of Banque Eric Strudza S.A. to buy
or sell any financial instrument or to subscribe to any financial in-
strument. This document does not contain any recommendation per-
sonal or generic and does not take into account the investment ob-
jectives, financial situation or needs, or knowledge and experience
of any persons. This document does not contain any offer or any
solicitation to purchase or subscribe to any financial services or to
participate in any financial strategy in any jurisdiction. It does not
constitute an advertisement or an investment recommendation or a
research or strategy recommendation. Moreover, it is provided for
informational and illustrative purposes only and does not contain fi-
nancial analysis. This document mentions and presents benchmarks
which may only be used for comparison. The information provided
must not be relied on and must not be the only source to make a de-
cision about financial investments. It is also not a legal or tax advice,
or any recommendation about any kind of financial services and is
not intended to constitute any kind of basis on which to make a de-
cision on a financial investment. Banque Eric Sturdza SA is not re-
sponsible and may not be held responsible for any loss arising from
decision taken on the basis of the information provided in this doc-
ument or for any liabilities arising from such decision. Although all
due diligence has been performed to ensure that this information is
accurate at the time of its publication, no guarantee is given regard-
ing its accuracy, exhaustiveness or reliability. The information pro-
vided may change, even immediately after publication and there is
no obligation to provide an up to date information at any time. Fur-
thermore, the information provided in this document do not intend
to provide all the legal and necessary information on financial in-
struments or on issuers. Other publications from Banque Eric Stur-
dza SA may in the past or in the future reach different conclusions
from the information contained in this document. Furthermore, the
present document and the information provided do not in any way
engage the responsibility of Banque Eric Sturdza S.A., its affiliated

companies, or its employees.
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Information on risks

Investments are subject to a variety of risks. Before taking any deci-
sion of investment or entering in any transaction, any investor should
request detailed information on the risks associated with the decision
of investment and with the financial investment. Some type of prod-
ucts are in general bearing higher risks than others but general rules
cannot be relied on. It is remembered that past performance is not
a reliable indication of future results and that historical returns and
past performance as well as financial market scenarios are not relia-
ble indicator of future performance, significant losses remaining al-
ways possible. The value of any investment depends also on the fact
that the base currency of the portfolio is different from the currency
of the investment subject to the foreign exchange rates. The exchange
rates may fluctuate and adversely affect the value of the investment

when it is realized and converted in the base currency of the portfolio.

Distribution information

This document is not directed towards specified jurisdictions or to-
ward specific person or entity resident in a specific jurisdiction and
doesn’t constitute any act of distribution, in jurisdiction where such
publication or such distribution is contrary to the applicable law or
regulation or would be contrary to any mandatory license require-
ment. This document is provided for the sole use of its recipient and

must not be transferred to a third person or reproduced.
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