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2026: Will earnings back high valuations?

Global activity in Q4 2025 remained resilient
despite tariff frictions and geopolitical flashpoints.
In the US, softer but still positive growth, cool-
ing inflation and Fed rate cuts, alongside the end of
quantitative tightening, underpinned easier finan-
cial conditions even as data uncertainty from the
record shutdown clouded the outlook. In Europe,
modestly improving PMIs and German fiscal
plans contrasted with weak earnings momen-
tum, keeping the ECB on hold while peripheral
spreads flickered wider. China continued to
wrestle with weak domestic demand, property
stress and consumer-price deflation, prompting
targeted PBoC liquidity support but no wholesale
stimulus, even as Al-linked equities and a partial
tariff truce with Washington stabilised sentiment.

Chart 1: Total returns on global assets by calendar year
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Against this backdrop of policy noise, Al exuber-
ance, rich valuations and fears of recession, 2025
nonetheless proved a constructive year for
multi-asset investors: global equities delivered
solid double-digit gains, duration benefitted from a
synchronised peak in policy rates, and a weaker dol-

Summary Points

A higher nominal world has emerged, driven by
persistent fiscal deficits, rising protectionism and
competitive currency devaluations leading to a
higher equilibrium for inflation & interest rates.

In the fourth quarter, global activity remained
resilient, holding up despite renewed tariff pres-
sures and persistent geopolitical tensions.

The US economy saw moderate growth, easing
inflation pressures, rising policy and trade uncer-
tainty.

European conditions improved modestly,
though recovery remained uneven amid trade dis-
tortions, tighter fiscal policy and industrial softness.

China and Asia faced late-cycle slowing growth
and disinflation, with China still tracking 5%.

Despite persistent uncertainty, 2025 proved con-
structive for multi-asset investors, with global

equities posting strong double-digit gains, duration
supported by peaking policy rates, and a weaker
dollar boosting gold and non-US risk assets.

Conclusion: With a severe recession unlikely,
the positive bias on risky assets persists, despite
increased volatility and potential conflicts under the
Trump administration in the coming months. We
emphasise capital preservation with opportunis-
tic positioning, viewing rising volatility and dis-
persion across markets and sectors as cata-
lysts for active management to capture alpha.
Credit investments, particularly loans and non-
cyclical short-term high-yield bonds offering
7-9% vyields, remain preferred. We maintain a con-
structive stance on equities, where the current
market environment favours an absolute return
strategy over a traditional relative value approach.

lar supported gold and non-US risk assets. Looking Contents
into 2026, concerns are greater — from potential
inflation re-acceleration to a tiring consumer - yet
the key question is whether earnings can ulti-
mately justify elevated equity valuations, a
theme we will revisit in this Quarterly Investment
Letter.
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United States

In Q4 2025, the US economy was characterised by
slowing but still positive activity, disinflation-
ary trends and intensifying policy and trade
uncertainty. A record-long federal government
shutdown delayed official data and weighed on con-
fidence, while private indicators pointed to a soften-
ing labour market: payroll gains decelerated, unem-
ployment rose to 4.4% and job cuts surged, even
as jobless claims remained contained. Growth be-
came increasingly two-speed, with higher-in-
come households sustaining consumption, while
weaker retail sales and plunging sentiment signalled
fatigue further down the income distribution. Infla-
tion data surprised benignly. September CPI and
PPI prints undershot expectations, core goods and
services disinflated and producer pipeline pressures
eased, reinforcing the view that tariff-related cost
shocks were compressing margins rather than reig-
niting a broad inflation upswing. The administration
oscillated between aggressive tariff announce-
ments and tactical truces, using tariff relief on
selected goods to offset domestic inflation and to
advance geopolitical objectives. Financial markets
navigated this ‘bad news is good news’ equilibrium.

Chart 2: Equity market volatility in 2025
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US equities extended year-to-date gains to
high-teens percentages, although November saw
rotation into defensive sectors as valuations and
tech concentration drew greater scrutiny. The Fed-
eral Reserve cut rates by 25 bps in October and
December to 3.50%-3.75% and formally con-
cluded quantitative tightening. US Treasuries out-
performed credit as disinflation, uncertainty
around the shutdown’s growth impact and rising ex-
pectations of additional 2026 easing drove a bull-
steepening of the curve. Credit spreads traded
sideways to become modestly wider, reflecting
healthy, but no longer accelerating, earnings and
growing investor focus on late-cycle risks and li-
quidity premia repricing.
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Europe

Economic conditions in Europe improved modestly,
though the recovery remained uneven and
heavily influenced by external trade distor-
tions, tightening fiscal stances and lingering
industrial fragilities. Eurozone activity indicators
positively surprised early in the quarter, with the
HCOB Composite PMI rising to a 17-month high of
52.5 in October as services strengthened meaning-
fully and manufacturing finally stabilised around the
50 threshold. However, momentum softened again
into November, with the HCOB Manufacturing PMI
easing to 49.6 returning to mild contraction, pres-
sured by intensifying Chinese competition and the
cumulative effect of US tariffs on high-value Euro-
pean exports. Inflation continued its glide to-
wards its target. Eurozone headline CPI held
steady, coming in at 2.1% in October and 2.2% in
November, while core remained stickier, particu-
larly in services, complicating the ECB’s ability to
guide markets towards a clearer easing trajectory.
Nonetheless, resilient labour markets, improving
new-order growth and expectations of German and
Italian fiscal support helped maintain a cautiously
constructive backdrop.

Chart 3: Outperformance of value vs growth in Europe
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Bond markets reflected the region’s mixed
macro signals. Bund yields edged higher as rate-
cut expectations receded, while peripheral spreads
tightened on improving sentiment and contained
political risk. Equities advanced through Octo-
ber, led by earnings resilience and easing trade ten-
sions, but stalled in November as defensive sec-
tors outperformed and valuation concerns resur-
faced. Across Europe, the quarter ultimately reaf-
firmed a fragile but stabilising growth trajec-
tory yet still constrained by tight financial condi-
tions, external trade headwinds, and persistent
structural disparities among member states.
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China and emerging markets (EM)

In Q4 2025, China and broader Asia navigated a
late-cycle environment characterised by slowing
but still positive growth, disinflation and in-
creasingly policy-dependent risk sentiment.
China’s economy remained broadly on track for 5%
full-year growth after Q3 GDP expanded 4.8% year
on year, even as sequential momentum cooled amid
weaker domestic demand and persistent housing
stress. Official and private PMIs oscillated around
the 50 threshold, with manufacturing stuck in
mild contraction and non-manufacturing slipping
below 50 in November, underscoring services and
construction activity despite resilient exports and
supply-chain re-routing. Against this backdrop, the
PBoC maintained an accommodative stance,
keeping policy rates and the loan prime rate un-
changed while relying on targeted liquidity injec-
tions, window guidance and incremental housing
support to stabilise the property sector. Deflation-
ary pressures gradually moderated as headline
CPI returned to positive territory and producer price
deflation narrowed, yet the inflation profile stayed
benign relative to developed markets, reinforcing a
bias towards further easing if growth disappoints.

Chart 4: Historical correlation between EM and the US dollar
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Investment conclusions

The global economy continues to ‘muddle
through’ with growth proving resilient despite
trade frictions and policy uncertainty. The base
case remains unchanged and the probability of a
deep US recession is low. Looking ahead to 2026, a
moderate re-acceleration in global activity
could revive cyclical inflation, capping valuation up-
side and placing greater emphasis on corporate
earnings, for which expectations remain construc-
tive. A structurally higher-nominal environment,
marked by persistent fiscal deficits, protectionism
and currency realignment, will amplify dispersion
and sharpen the divide between winners and losers.
In this setting, disciplined security selection and
agile portfolio management become essential.
We prioritise capital preservation while using vol-
atility and dispersion as fertile ground for Liquid
Alternatives to generate alpha.

Chart 5: Appealing environment for Liquid Alternatives
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Across regional markets, Asia ex-Japan equities
modestly outperformed global peers over the
quarter, supported by strong Al-related demand in
Taiwan and Korea, solid earnings and renewed for-
eign inflows whenever US-China trade rhetoric de-
escalated. Mainland Chinese equities lagged
behind broader Asia as lingering concerns over
property, local government debt and regulatory un-
predictability kept risk premia elevated despite at-
tractive valuations. Asian local-currency govern-
ment bonds benefitted from subdued inflation
and a Fed easing bias, with onshore Chinese gov-
ernment bonds in particular supported by en-
trenched disinflation and a relatively firm renminbi,
cementing their role as a regional duration and di-
versification anchor within multi-asset portfolios.
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Bonds: Near-term defaults may tick higher, but
a major default wave is not in the cards. Credit
spreads, though tight, have modest room to
widen, potentially creating better entry levels.
The outlook beyond 2025 is constructive, and we
maintain a preference for short-duration
high yield and senior secured loans, offering
attractive carry with limited duration risk.

Equities: Equity markets face headwinds from
US policy uncertainty, elevated valuations, and
margin pressures, though resilient consumption
underpins earnings. Into 2026, improving funda-
mentals support valuations and justify selective
rotation towards non-US markets, incl. EMs.

Our tactical approach emphasises balance,
with a slight preference for value and cyclicals
amid resilient growth. Duration is neutral,
maintaining a slightly underweight positioning in
IG bonds and USTs, while favouring short-term
HY, loans and selective below-IG bonds and hy-
brids.
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Market Consensus Forecasts

GDP growth (%) 2023 2024 2025e 2026e Inflation (%) 2023 2024 2025e  2026e
World 3.3 3.0 3.0 2.9 World 6.7 4.2 3.6 3.4
United States 2.9 2.8 2.0 2.0 United States 4.1 3.0 2.8 2.9
Eurozone 0.4 0.7 1.4 1.1 Eurozone 5.5 2.4 2.1 1.8
Germany -0.3 -0.2 0.3 1.0 Germany 6.1 2.5 2.2 2.0
France 0.9 1.1 0.8 0.9 France 5.7 2.3 1.0 1.3
Italy 0.7 0.5 0.6 0.7 Italy 6.0 1.1 1.7 1.4
United Kingdom 0.4 0.8 1.4 1.1 United Kingdom 7.4 2.5 3.4 2.5
Switzerland 0.7 1.3 1.2 1.2 Switzerland 2.2 1.1 0.2 0.4
Japan 1.5 0.1 1.2 0.7 Japan 3.3 2.7 3.1 1.9
Emerging economies 4.9 4.1 4.2 4.2 Emerging economies 5.8 6.5 3.0 2.7
Asia Ex-Japan 5.1 4.7 4.7 4.6 Asia Ex-Japan 1.7 0.8 0.5 1.2
Latin America 1.9 2.2 2.7 2.3 Latin America 22.8 34.5 9.5 6.1
EMEA region 2.9 2.7 2.3 2.6 EMEA region 17.1 16.9 12.3 8.8
China 5.4 5.0 4.9 4.5 China 0.2 0.2 0.0 0.7
India 7.6 7.8 6.4 7.1 India 5.7 4.8 4.6 2.1
Brazil 3.3 3.4 2.2 1.7 Brazil 4.6 4.4 5.0 4.2
Russia 4.1 3.7 0.8 1.0 Russia 6.0 8.4 8.8 6.0
Central bank rates (%) 2023 2024 2025e 2026e Commodities 2023 2024 2025e 2026e
US Fed Funds 5.50 4.50 3.80 3.25 NYMEX WTI oil USD/barrel 69 65 56 57
ECB Main Refinancing 4.50 3.15 2.00 1.98 ICE Brent oil USD/barrel 73 68 59 61
China 1yr Best Lending 4.35 3.09 2.99 2.79 Iron Ore USD/metric ton 138 102 101 95
Bank of Japan Overnight -0.04 0.30 0.72 0.97 Copper USD/metric ton 8559 10050 11673 11561
UK Base Rate 5.25 4.75 3.77 3.28 Gold USD/troy oz 2063 3488 4445 4611
Swiss 3mth CHF n.a. 0.70 0.00 0.00 Silver USD/troy oz 23.8 41.1 67.7 69.9
Major interest rates (%) 2023 2024 2025e 2026e Exchange rates 2023 2024 2025e_2026e
USA 3mth rate 5.6 4.4 3.7 3.2 EURUSD 1.10 1.06 1.17 1.20
USA 10yr gov't bonds 4.3 4.1 3.5 3.3 EURCHF 0.93 0.94 0.94 0.95
Eurozone 3mth rate 3.9 4.3 4.1 4.1 USDCHF 0.84 0.89 0.80 0.80
Eurozone 10yr gov't bond 3.9 2.8 2.1 2.1 EURJIPY 155.72 161.00 176.00 175.00
China 3mth rate 2.4 2.0 2.0 2.2 EURGBP 0.87 0.83 0.88 0.88
China 10yr gov't bond 2.0 2.2 2.7 2.9 USDIPY 140.89 152.00 150.00 146.50
UK 3mth rate 2.5 1.8 1.6 1.4 GBPUSD 1.27 1.28 1.33 1.36
UK 10y gov't bond 2.2 1.6 1.4 1.2 USDCNY 7.10 7.20 7.10 7.00
Swiss 3mth rate 2.6 1.9 1.8 1.7 USDBRL 4.86 5.75 5.40 5.50
Swiss 10y gov't bond n.a. 0.5 1.0 1.2 USDRUB n.a. 98.00 84.00 88.17
Performance table
Performance Performance
Global equity markets Price Q4 YtdQ4 Div.yld Global gov't bonds Yield Q4 YtdQ4 Ytw
MSCI World (USD) 4352 1.1% 17.4% 1.6 10yr US Treasury 4.15 1.0% 8.3% n.a.
MSCI World (USD) hedged 2395 1.6% 16.9% n.a. 10yr Euro gov't bond 2.86 0.1% 1.3% n.a.
S&P 500 6721 0.5% 14.3% 1.2 10yr German gov't bond 2.86 -0.6% -0.7% n.a.
Russell 1000 3669 0.4% 13.9% 1.2 10yr Italian gov't bond 3.57 0.8% 4.1% n.a.
Nasdaq 100 24648 -0.1% 17.3% 0.7
Stoxx Europe 600 580 3.9% 14.2% 3.1
MSCI Emerging Markets 1359 1.0% 26.4% 2.5 Performance
Nikkei 225 49512 10.2% 24.1% 1.6 Global bond indices Price Q4 YtdQ4 Ytw
China CSI 300 4580 -1.3% 16.4% 2.4 Barclays Global Corporate IG 303 0.5% 10.0% 4.4
Barclays US Corporate IG 3533 0.5% 7.4% 4.9
Barclays Euro Corporate IG 265 0.1% 2.9% 3.2
Barclays Emerging Market USD 1383 2.1% 10.8% 5.8
Forward EPS growth Barclays US Corporate HY 2897 0.7% 8.0% 6.7
Equity market valuations PE PB 2025e 2026e Barclays Pan-European HY 501 0.4% 4.6% 5.8
MSCI World (USD) 22.7 3.8 8% 14%
MSCI World (USD) hedged n.a. n.a. n.a. n.a.
S&P 500 25.2 5.2 12% 16% Performance
Russell 1000 25.0 4.9 12% 17% Commodities and currencies Price Q4 Yitd Q4
Nasdaq 100 30.6 8.3 25% 24% Brent oil 60 -11.0% -20.0%
Stoxx Europe 600 16.4 2.2 -1% 10% US Energy Services 73 11.1% 0.4%
MSCI Emerging Markets 15.3 2.1 11% 19% Copper 11753 33.7% 35.5%
Nikkei 225 20.6 2.4 22% -6% Gold 4338 12.4%  65.3%
China CSI 300 16.3 1.8 13% 15% EURUSD 1.17 0.1% 13.4%
EURCHF 0.93 0.0% -0.6%

Source: Alpinum Investment Management (additional sources in appendix)
Note: Q4 = data as of 17 December 2025 / PE=price-earnings / PB=price-book / EPS=earnings per share / YtW=yield-to-worst
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Key Economic Charts
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Leading indicators and manufacturing

Source: Alpinum Investment Management

Index Index
0

v N
‘. 10

1989 1994 1999 2004 2009 2014 2019 2024
US recession
——=JSA leading indicator 3.1 (av.2.7) l.h.s.
== EU |leading indicator -2.5 (av.1.5) l.h.s.
China leading indic. 6.1 (av.11.4) r.h.s.

Index
60

50 1

40 T T T T T 1
Dec-22  Jun-23 Dec-23 Jun-24 Dec-24 Jun-25 Dec-25
Caixin China composite PMI 51.2 (av.51.9)

e Markit Euro comp.PMI 52.8 (av.50.2)

=== Markit US composite PMI 54.2 (av.52.4)

Recession indicator

Index

5

4

3

2

1

0

-1

-2

1985 1990 1995 2000 2005 2010 2015 2020 2025

US recession

B Lead indicator (10yr UST minus Fed funds) 0.2% (av.1.3%)

2003 20052007 2009 2011 201320152017 2019 2021 2023 2025

US recession =S economy 6mth ahead
=== EU economy 6mth ahead

Industrial production and small businesses

%
40

30
20
10
0
-10
-20
-30
1999 2001 2004 2006 2009 2011 2014 2016 2019 2021 2024

== US industrial production 1.6% (av.0.6%)
=== EU industrial production 2% (av.0.7%)
China ind. prod. 4.8% (av.10%)

Index Index
110 40
105 20
100 0
95 -20
90 -40
85 -60
80 + T T T T T T T -80
1987 1992 1997 2002 2007 2012 2017 2022
US recession

=== US small business optimism (l.h.s.)
=== Tankan small businesses conditions (r.h.s.)

Consumer confidence

Index Index
115 10
105
95 0
85 -10
75 -20
65
55 -30
45 + T T T T T T T -40
1986 1991 1996 2001 2006 2011 2016 2021
US recession

=== Michigan cons.confid.51 (av.85.3) Lh.s.
=== EU cons.confid.-14.2 (av.-10.6) r.h.s.

Index Index
130 55
125

120 50
115 45
110 40
105

100 35
95 30
90

85 25
80 T T T T T T T T T 20

1997 2000 2003 2006 2009 2012 2015 2018 2021 2024
US recession

China cons.confid.89.2 (av.107.7) I.h.s.
Japan cons.confid.37.1 (av.41.1) r.h.s.

Housing market

Index
100 25
90 20
80 15
70 10
60 5
50 0
40 -5
30 -10
20 -15
10 -20
0 - -25
B3 a3 F&x 3383 3822
(o)} (o)} (o)} a o o o o o o o o o o
i — — — — o~ (o] o o o~ ~N ~N o~ ~N
US recession

==NAHB housing market 38 (av.51.4) L.h.s.
= Case-Shiller 20-city prices voy % (r.h.s.)

yoy % yoy %
12 120
100
8 80
4 60
40
0 20
0
-4
-20
-8 -40
S22 S8RE8ESRI”"ANNA
o o o ©O O O O O O O O O © o o
N N N AN NN NN AN AN N NN N NN
China 70 cities home prices -2.8 (av.2.6) l.h.s.
China buildina sales -11.1 (av.7.7) r.h.s.

Source: Alpinum Investment Management (additional sources in appendix)

5 | Quarterly Investment Letter

Alpinum Investment Management AG



Scenario Overview 6 Months
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Investment conclusions

(_’{3 Base case 75%

US: Low real GDP growth of ~2% with solid 4-5% =
nominal growth. Need to look through imposed tar-
iffs. Uncertainty holds back some short-term private
investments, reduces consumer confidence and puts
inflation pressure up. Uncertainty from erratic gov-
ernment policy and confrontation remain key con-
cerns, but deregulation & lower taxes are positive for
corporates and keep profit margins high. High house =
prices and ~4% YoY-wage growth keeps private con-
sumption up. Government spending (on energy/de-

fence), new foreign investment plans support growth.

Eurozone: Stagnation turns into mild growth ~1% =
and will accelerate throughout 2026. Impulse pro-
grams (defence, infrastructure, AI) provide some sort
of growth acceleration amid former austerity pro-
grammes. Inflation worries (>2%) remain modest.
China: GDP grows just above 4% thanks to govern- =
ment support incl. various credit impulse measures.
Oil: Military conflicts drive prices, but US increases
output, which keeps prices mostly in check.

Equities: Positive tilt, but geopolitics pressure
highly valued US equities. ‘RoW-equities’ (Europe,
Asia) experience positive net fund flows. Profit mar-
gin pressure in some sectors (inflation, wage
growth, tariffs). US equities lack a large upside po-
tential with an S&P forward P/E multiple of ~23. We
recommend a balanced approach for equity style.
Interest rates: Neutral outlook on rate exposure,
but a second wave of inflation is a risk. US duration
exposure serves as a valuable diversifier and tail
hedge in case of an evolving (severe) recession.
Credit: Credit spreads are tight to fairly priced and
remain selectively attractive, corporate default
rates are moderate with ~3%. We prefer loans,
short-term HY/IG, senior exposure in structured
credit and selective Emerging Debt local exposure.
Commodities/FX: Despite a recent weakening,
the USD is still highly valued. Geopolitics supports
gold. New (US) supply pressures gas/oil, but struc-
tural higher inflation supports the commodities bloc.

Bull case 15%

Investment conclusions

US: GDP growth rate of >2% (>5% nominal). Fed =
succeeds and inflation trends at <3%. Consumer
spending remains robust, supported by continued
wage increases of 4% (+1% real growth). Energy
prices remain in-check; tax cuts start to boost capex.
Economy transitions into a new era/cycle.

Europe: Positive feedback loop from fiscal measures
on corporate investments and consumer sentiment
leads GDP growth from ~0% to >1% in 2026. ‘Stand- =
ing together’ spirit holds.

China/EM: Chinese government stimulus gets more =
momentum, stabilising private consumption. Easing
monetary policy provides support for manufacturing
& property sector. No major escalation with the West. =

Equities: Corporates adapt to challenging growth
prospects to maintain earnings strength. Firms fa-
vour capital over expensive labour to increase
(keep) profitability. If a de-escalation in the Russia-
Ukraine /US conflict is reached, markets will expe-
rience a rally. However, inflation pressure and high
rates keep valuations in check. Further upside po-
tential.

Interest rates: Rates move up with a bear flatten-
ing curve move; inflation pressure persists.

Credit: Corporate default rates are slightly below
long-term averages. Credit in general (incl. EMD)
and short-term HY bonds/loans benefit.
Commodities/FX: Bid for cyclical commodi-
ties/metals. EUR and selective EM FX rates rally.

Investment conclusions

@Bear case 10%
a9

US: Mild recession caused by distorting US policies =
and imposed tariffs (higher inflation, less consumer
spending, investments held back), but still with posi-
tive nominal GDP growth. Unemployment rate below =
5% combined with sticky inflation kicks off a slight
wage-price spiral. Fed in fear to tighten (a bit) again.
Europe: Continued stagnation due to war/geopoli-
tics/tariffs. Peripherals & France suffer from yield in-
creases, but German impulse programs are a strong =
positive counterweight.

China/EM: Chinese regulators fail to ease credit and
regulatory measures enough, leading to <4% GDP
growth and disappointing exports. Emerging markets =
(ex-commodity exporters) suffer as global trade is
held back. EM FX weakness.

Equities: Equities fall double digits. Highly priced
US equities and cyclicals will lead the correction, fol-
lowed by Europe.

Interest rates: Long-term rates drop the most
(yield curve inverses anew), but limited potential
apart from US rates. Support for high-quality assets
(treasuries, A/AA bonds, agency bonds). Cash is
king!

Credit: Corporate default rates climb and approach
the higher end of long-term average levels. Severe
default cycle is avoided, but credit markets suffer.
Favour short dated high-quality bonds and cash.
Commodities/FX: Negative for cyclical commodity
prices. USD, CHF and JPY act as a safe haven again.

Tail risks

Liquidity shock due to external event/bank failure. =
Italian/French sovereign debt crisis, EUR break up. =
Military conflict in the South China Sea. =

Pandemic crisis re-emerges/new virus variants.
Nuclear escalation resulting in World War III.
Emerging market meltdown similar to 1998.
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Asset Class Assessment
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Equities

Comment

With the outlook for lower short-term rates and the
pro-business economic policy from the new US ad-
ministration, corporate profit margins will be bol-
stered on average. An increase of (US) M&A activity
in 2026 is highly likely and acts as another support.
Positive wealth effect for the private sector driven
by elevated equity market valuations, higher wages
and robust house prices.

A negative factor for equities remains the ‘competi-
tion’ of other asset classes, namely the positive real
rates of US Treasuries or HY bonds yielding >6.5%
p.a.

Non-US equities (‘RoW’) trade with more attractive
valuations and should outperform, especially in case
of a de-escalation in the Ukraine conflict, a lower
USD and if the ‘US chaos’ policy gets new legs.

Current elevated S&P P/E ratio of ~23 translates
into an earnings yield of only 4.3%. If negative
earnings surprises come up, US equities will fall
double digits.

Market consensus estimates that US earnings will
grow around 10% in 2025 and 14% in 2026,
which poses a risk for disappointment.

Great power competition/conflicts lead to more
structural inflation pressure (less globalisa-
tion/productivity, less efficient/safe supply chains,
more protectionism).

US equities incorporate advanced valuations com-
pared to other regions. However, the economy is
more resilient, less impacted by the Ukraine and
Middle Eastern conflicts and supported by big tech
earnings, justifying a certain valuation premium.

Credit/Fixed Income

Comment

Rates: We have entered a new interest rate regime
with the yield spike in 2022/23. ‘Duration’ as an as-
set class & diversifier is back on track. Fed funds
are grinding a bit lower, but inflation is not yet fully
tamed. We have a neutral stance on duration. Du-
ration acts again as a valuable portfolio diversifier.
IG: We hold minimal US investment grade bonds
and only selective European IG bonds. A number of
EM/Asia IG bonds look attractive, but we hold lim-
ited exposure.

High yield: Loans and high yield bonds offer fair
relative and attractive absolute yields. Overall, we
favour selective US short-term non-cyclical bonds,
European loans & senior/mezzanine CLO tranches.
Emerging debt: Weaker USD is a strong support
for EMD in general, however, selectivity is key. We
keep a close eye on fund flows. Selective local EM
currency bonds are gaining more weight in our al-
locations in years due to USD-softness.

With cyclical risks and uncertainty about US pol-
icy, borrowing costs and bank lending are still
slightly elevated.

Further rate cuts for 2026 are priced in for the Fed
rate to reach levels close to 3% by mid-2026,
whereas the ECB rate is expected to hover around
2%.

Credit spreads are tight to fairly valued in general.
Current spread levels compensate for a slow
growth economic outlook, but not for a recession.
Corporate default rates will average between 2
and 3%, but no spike is in the cards.

We like the structured credit market, such as se-
lective US non-agency RMBS or European CLOs.
Consider harvesting the illiquidity premium from
direct loans (corporate/mortgage-backed loans).
With PE exposure already high and public equity
valuations high, 2026 could mark an increase in
interest for well-run hedge funds. Selection is key!

Alternatives

Comment

Credit long-short strategies identify plenty of rela-
tive value trades, both long and short.

Equity long-short/even-driven strategies benefit
from uncertainty and high performance dispersion.
Alternative lending as an asset class is in the spot-
light as yields have entered a higher yield regime.

Active managers benefit from the current fragile
economic environment. Moreover, innovative dis-
ruption & geopolitics lead to more price dispersion
among single securities, industries, regions etc.

Global macro managers benefit from sharp mar-
ket movements in either direction (i.e. rates/FX).

Real Assets, Digital Assets

Comment

Commodities benefit partly from de-globalisation
(protective measures), supply-side constraints and
the outlook for a cyclical economic uptick in 2026.
Gold benefits when real and/or nominal interest
rates fall & vice versa; currently a tailwind for gold.
Aggressive Trump policies also supports a gold rally.
Crypto currencies get support from the Trump ad-
ministration’s aspiration to become the leading
crypto hub, as evidenced by the stablecoin bill.
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Elevated inflation is beneficial for commodity
prices, but a softer economy is negative. Chinese
growth hopes have yet to materialise as an addi-
tional support level for commodities.

Supply-side disruption has faded on a global scale.
Friendly environment for digital assets with new
regulation and firmer guidelines. But large rate cut
hopes are not realistic as a factor to push prices
higher.

Alpinum Investment Management AG
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Asset Class Conviction Levels

Conviction Level over 6 Months

Equities Underweight — Neutral — Overweight
North America Il Ol Il (]
Europe ] ] ] Ol
Switzerland O ] L] L]
China Il Ol Il Ol
Japan ] ] ] L]
Asia - Emerging Markets ] ] [l ]
Others - Emerging Markets ] Il Ol Il

Conviction Level over 6 Months

Fixed Income Underweight P — Neutral —( Overweight
US - Treasury Bonds ] ] L] O
Euro - Government Bonds O ] ] Il
US - Investment Grade Bonds Il — ] ] ]
Europe - Investment Grade Bonds [ [ ] ]
US High Yield O O O O
US Short Term High Yield Il Il Ol — []
US Loans ] [l L] [l
US Municipal Bonds ] ] ] ]
European High Yield Il Il ] Il
European Short Term High Yield ] ] [l ]
European Loans Il Il Ol ]
US/EUR Preferred Securities Il Ol O] Ol
US/EUR Asset Backed Securities L] L] ] —— L]
Emerging Market Local Currency Il Il Ol Il
Emerging Market Hard Currency Ol Ol Il Ol
Emerging Market High Yield L] L] ] L]
Conviction Level over 6 Months
Commodities Underweight — Neutral —) Overweight
Gold O] [] [] []
Oil (Brent) O O O O
Digital Assets O O — [] ]
Conviction Level over 6 Months
Hedge Fund: Strategies Underweight — Neutral — Overweight
Equity Long-Short L] L] L] ] -
Credit Long-Short ] Il Ol — []
Event-Driven - Corporate Actions ] ] Il ]
Global Macro Il Il Ol Il

Conviction Level over 6 Months

Hedge Fund: Regional Focus Underweight — Neutral —) Overweight
Hedge Fund: North America L] | L] |
Hedge Fund: Europe L] L] L] L]
Hedge Fund: China / Japan ] ] Il ]
Hedge Fund: Emerging-Markets ] ] ] O]

Note: The above conviction table reflects on the one hand our view on the relative expected return of an asset class versus well-recognised
benchmarks such as BarCap Global aggregate (for bonds) and MSCI World (equities), but on the other hand also incorporate our view on the
absolute expected return versus cash.
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LPINUM INVESTMENT MANAGEMENT

TURNKEY SOLiJTIONS FOR WEALTH MANAGERS AND FUND’MANAGERS

Appendix: Data and Price Sources

Alpinum Investment Management
Bank of America Merrill Lynch indices
Bloomberg

Federal Housing Finance Agency
Federal Reserve Bank of St. Louis
J.P. Morgan

Markit CDS indices

Moody's Investors Service

Disclaimer

This is an advertising document. This document does not consti-
tute an offer to anyone, or a solicitation by anyone, to make any
investments in securities. Such an offer will only be made by
means of a personal, confidential memorandum. This document is
for the intended recipient only and may not be transmitted or dis-
tributed to third parties.

Past performance is not a guide to future performance and may
not be repeated. You should remember that the value of invest-
ments can go down as well as up and is not guaranteed. The actual
performance realized by any given investor depends on, among
other things, currency fluctuations, the investment strategy in-
vested into and the classes of interests subscribed for the period
during which such interests are held. Emerging markets refer to
the markets in countries that possess one or more characteristics
such as certain degrees of political instability, relative unpredicta-
bility in financial markets and economic growth patterns, a finan-
cial market that is still at the development stage, or a weak econ-
omy. Respective investments may carry enhanced risks and should
only be considered by sophisticated investors.

Nothing contained in this document constitutes financial, legal,
tax, investment or other advice, nor should any investment or any
other decisions be made solely based on this document. Although
all information and opinions expressed in this document were ob-
tained from sources believed to be reliable and in good faith, no
representation or warranty, express or implied, is made as to its
accuracy or completeness and no liability is accepted for any direct
or indirect damages resulting from or arising out of the use of this
information. All information, as well as any prices indicated, is sub-
ject to change without notice. Any information on asset classes,
asset allocations and investment instruments is only indicative. Be-
fore entering into any transaction, investors should consider the
suitability of the transaction to their own individual circumstances
and objectives. We strongly suggest that you consult your inde-
pendent advisors in relation to any legal, tax, accounting and reg-
ulatory issues before making any investments.
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Palmer Square indices
Preqin

S&P

The Federal Reserve
US Census Bureau

This publication may contain information obtained from third par-
ties, including but not limited to rating agencies such as Standard
& Poor’s, Moody'’s and Fitch. Reproduction and distribution of third-
party content in any form is prohibited except with the prior written
permission of the related third party. Alpinum Investment Manage-
ment AG and the third-party providers do not guarantee the accu-
racy, completeness, timeliness or availability of any information,
including ratings, and will not be responsible for any errors or
omissions (negligent or otherwise), or for the results obtained from
the use of such content. Third-party data is owned by the applica-
ble third parties and provided for your internal use only. Such data
may not be reproduced or re-disseminated and may not be used
to create any financial instruments or products, or any indices.
Such data is provided without any warranties of any kind.

If you have any enquiries concerning the document, please contact
your Alpinum Investment Management AG contact for further in-
formation. The document is not directed to any person in any ju-
risdiction which is prohibited by law to access such information. All
information is subject to copyright with all rights reserved. Any
communication with Alpinum Investment Management AG may be
recorded.

Alpinum Investment Management AG is incorporated in Switzer-
land and is FINMA licensed and regulated.

Contact Information:

Alpinum Investment Management AG
Talstrasse 82

CH-8001 Zurich

Tel: +41 43 888 79 33

Fax: +41 43 888 79 31
alpinumim.com

Alpinum Investment Management AG


about:blank

