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Chart of the Week

Looking Ahead to 2026: Valuation and Earnings as the Core Anchors

2026 Expected Returns and Valuation Multiples

Will Market Leaders Continue to Outperform in
of Major Country Indices

2026, or Will Laggards Catch Up?
2025 YTD return, %

» Looking back at 2025, Al development, Trump-era
tariffs, and the Fed’'s rate cuts were the three

dominant market themes. Despite elevated volatility, 2026 expected return, %
, /0

most equity markets ended the year near record s e
highs. Tech-heavy markets such as Korea, the South Korea I 740 ° SOX\\
Philadelphia Semiconductor Index, and Taiwan Spain — //' ‘\‘
outperformed. Hong Kong equities also posted Philadelphia 435 |
strong gains, supported by technology exposure, ' 32 i
capital returning to Asia, and a low starting base. Hang Seng Index M 33.4 /
Commodities including gold, silver, and copper Japan . 287
likewise reached new highs. Taiwan . 058 28 / /
Looking into 2026, the key question is whether Germany 220 I/’
market leaders can sustain their outperformance or Nasdaq 013  Spain 7
whether laggards will stage a catch-up rally. The United Kingdom 0.7 24 I," /'I
answer likely comes back to economic /
fundamentals and corporate earnings trajectories. Shanghai Composite - 201 / v o Nasda
In 1H26, spillover effects from tariffs are expected to S&P 500  16.9 20 ,-" lnd'f/ q
persist, modestly weighing on global growth. That STOXX Europe 600 El 156 5' UK. STOXX .' S&P 500
said, Al semiconductor orders and earnings visibility Dow Jones Industrial... m 137 '-\ Py Europe,606 DJI
remain strong, suggesting continued momentum for India = 110 16 \S! ¢
leading tech stocks. Markets with improving WTI Crude Ol -19.2 AN -
fundamentals and relatively attractive valuations— German
such as Europe, Spain, the UK, and even India— Copper M 37.9 South ;orea A .Tai)\/,van
may benefit from solid earnings outlooks, a weaker Silver (/0.9 2 _ e Japan
USD, capital rotation, and fiscal expansion, offering Gold I 0.9 C;S:riggzig
further upside. Other markets are still expected to US Dollar 96 M 2026 Estimated P/E Ratio (x times)
rise, though gains may be more constrained given 8
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the high base set in 2025.

Source: Bloomberg
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Major Stock Markets / Recap

Holiday-Thinned Trading Around Christmas and New Year

» U.S. 3Q GDP grew 4.3% YoY, beating expectations

of 3.3% and the prior 3.8%, driven mainly by
consumer spending, which expanded 3.5% and
remained a key pillar of growth. However, consumer
confidence weakened. The Conference Board’s
December Consumer Confidence Index fell to 89.1,

Regional Index Performance (%)

1 Week (%)

3 Months (%)

U.S. Sector Index Performance (%)

1 Week (%)

3 Months (%)

1.8 54 5.1 .
below the expected 91, dropping for a fifth straight DJI N 1 Info. Tech. [ Y
month and matching the longest decline since the S&P 500 X 3
. . . 2
2008 financial crisis. The data reflect lingering Cons. Disc. I 26 IR
inflation pressure and a soft labor market, leaving NASDAQ B 50 g :s Hoo
future consumption momentum uncertain. With Comm. Svcs. ' :
markets closed for Christmas, trading was thin and SOX ] B 43 I 24
turnover in both U.S. and Taiwan equities declined. Financials : i35
Micron’s strong guidance signaled sustained Al STOXX 600 i il 6o | 0.4
demand. Nvidia's flagship H200 Al chips are Real Estate 28 |l
: - : FTSE 100 i10 | N
expected to begin shipping to China before the . j 20 I s
Lunar New Year in February, while AMD CEO Lisa DAX 'RE | 25 Industrials ' '
Su’'s meeting with China’s Commerce Minister e 00
Wang Wentao further supported gains in Al and CAC 40 | 0.2 | 28 nergy ' 32 11
semiconductor stocks. The U.S. Navy announced Material | 21
plans to build new warships to revive domestic Nikkei 225 H 23 | EERS aterials ' I 29
shipbuilding and address a shortage of small
1.7
vessels. Trump signed an executive order to HSI B4 30 Healthcare I 50
‘ensure U.S. space dominance,” directing the
Pentagon and intelligence agencies to draft a SHCI M2 I 28 Cons. Staples -1.2 | | 0.4
space-securit strate and urgin rivate
P Y 9y gng P MSCI EM B I 36 Utilities | 1.0

contractors to boost efficiency, lifting space-defense
related stocks.

Source: Bloomberg, 26 Dec 2025

1.2 |




Bond/ Commodities/ Forex / Recap

Weaker USD and Rising Geopolitical Risks Push Gold, Silver, and Copper to New Highs

» U.S. November CPI rose 2.7% YoY, below the

expected 3.1%. Core CPIl increased 2.6%, also
under forecasts, suggesting tariff-driven inflation
pressure remains manageable. Rates futures
indicate the market expects 50 bps of Fed cuts by

Performance of Bonds (%)

1 Week (%)

3 Months (%)

Performance of Commodities and Currencies (%)

1 Week (%)

3 Months (%)

end-2026, above the 25 bps implied in the dot plot, UST10Y o4 | | 0.2 WTI Crude B 45 91 B
keeping liquidity loose. The U.S. 10Y yield slipped
to 4.13%, with Treasuries moving near flat. UsT2Y 01 | 0.2 Gold il 38 Bl 08
The U.S. tightened its oil blockade on Venezuela, Global IG | 0.2 | 0o Natural Gas B oo | 32
while Trump ordered an airstrike on Nigeria on
Christmas Eve. Though framed as targeting ISIS, Uus.IG 0.0 f3 Iron Ore 0.1 21 |
terrorism, and protecting religious freedom, the
strike may have aimed at Nigeria’s oil self- EUIG 00 | 03 Copper H s Bl 7o
sufficiency and rare-earth resources. Heightened . .
Asia IG 0.2 -1.3 Bit - -20.
geopolitical tensions boosted safe-haven demand | 0 teotn 1.3 | 204
for gold and silver, with gold breaking to a fresh high Global HY | 03 B2 Ethereum 24 | 277 R
above USD 4,500/0z, and silver and copper also
hitting record levels. The DXY fell to 97.9 as U.S. HY | 0.2 2 DXY .04 | 0.1
markets expect the ECB’s cutting cycle to be near
0.6 ) 0.7

its end, supporting EUR strength, while the JPY EU HY | 01 I EUR | 06 |
stabilized after verbal intervention. RBA minutes Asia HY | 0.1 2 AUD | 15 | 26
showed rising concern over upside inflation risks,
raising the possibility of a rate hike in 2026 and EM (Local) Bo7 s JPY | 1.0 43 1
pushing AUD to a one-year high.

EM (USD) | 0.1 H 2 CNY | 0.5 | 1.8

Source: Bloomberg, 26 Dec 2025




What’s Trending

Soft Labor Market Pressures the USD; Fed Independence Emerges as Downside Risk

> The DXY in December traded slightly below its 200- Dollar Index Slightly Below Its 200-Day Moving Compared With Past USD Peaks, the Current
day average, suggesting fading short-term Average Decline Is Mild
momentum and a shift toward range-bound trading.

With U.S. labor-market data continuing to weaken, =—DXY Index === 200-Day Moving Average
the USD may keep softening.

USD Index Performance After Peaks
(Trading Days)

. . . 170 — 1985/02 e 2001/07
» Despite solid GDP growth and expectations of 0

steady expansion in 2026, nonfarm payrolls have == 2022/09 === 2025/01 (This Year)
declined. Initial jobless claims recently hit their 160 100
highest since 2008, and entry-level positions have

been reduced by Al adoption, raising the risk that 150
short-term frictional unemployment turns into long-

term structural unemployment. Beyond jobs, the 140 90
Fed’'s other mandate—price stability—faces only
one-off tariff effects, with markets expecting limited
and short-lived impact once absorbed. A weaker
labor market and cooling inflation point to larger rate ” 80

130

cuts, pressuring the USD. 120
» A further downside risk comes from challenges to "

Fed independence. The Trump administration has 10§
pushed for rapid and sizable rate cuts. Separately, a 70
court ruling on the removal of Lisa Cook could come 100 f
in 1Q26, with oral arguments set for 21 January
2026. Should the Supreme Court allow her removal, 90
the White House may continue using various 60
justifications to steer policymakers toward its

. . . . 80
preferred direction, intensifying concerns over Fed
independence and adding downside pressure on Peak Day Normalized to 100
the USD. 70
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Source: Bloomberg

KGI




In Focus

m Eurozone Earnings Keep Improving; Low-Rate Environment Supports Valuations

» Eurozone November CPI eased to 2.1%. A stronger
EUR will further suppress core goods prices, and the
ECB expects inflation to gradually return toward its
2% target. After cutting the policy rate to 2%, it
intends to keep it unchanged—still lower than the
U.S. and U.K.—creating a rate environment
supportive for economic activity and financial assets.
Eurozone 3Q GDP rose 0.3% QoQ, beating
expectations. Composite PMI climbed for a sixth
straight month to 52.8, a near 30-month high, driven
mostly by services, offsetting manufacturing
weakness. Real wages remain in positive growth,
supporting domestic demand and services activity,
with most countries’ services PMIs holding above 50,
and Southern Europe performing even better.

» As Russia—Ukraine peace talks progress,
reconstruction demand may lift Eurozone
manufacturing from its trough, allowing corporate
earnings to rise gradually. Markets expect European
revenue and profit to improve quarter by quarter into
2026. Eurozone’s low rates not only stimulate growth
but also enhance equity valuations. Valuation re-
rating remains a key driver for the continued strength
in European equities. The Stoxx 600 currently trades
at 16.6x forward P/E—well below U.S. equities. Even
at record highs, its P/E is only slightly above the 10-
year average, offering attractive value.

Source: Bloomberg, LSEG

Eurozone Policy Rate Is Low; Services PMI
Outperforms Manufacturing
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Eurozone Corporate Revenue and Earnings
Expected to Improve Gradually Into 2026
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/ In Focus

Tourism Boom Lifts Spain; Services Sector Breaks Out

» Eurozone total debt-to-GDP is about 88%, lower than Southern Europe’s Fiscal Position Improved Post-Pandemic, Spain’s Tourism Industry
the U.S. and Japan, glvmg room for fiscal eXpanSion. Significantly After 2012 Expanded Rapidly, Lifting Services Revenue
Germany faces state elections next vyear, likely -
pushing the federal government to accelerate fiscal % ===Germany Current-Account Surplus/GDP (leftaxis) ~ %  Current Account Surplus, EUR Billion
stimulus, providing support for equities. Germany’s ===Eurozone Current-Account Surplus/GDP (left axis) 30 —— Spain Total Services == Spain Tourism
current-account surplus relative to GDP outperforms —Southern Europe (Four Countries) Average
the Eurozone, reflecting stronger fundamentals and Current-Account Surplus/GDP (right axis) 25
supporting a constructive view on German equities. 10 2
Southern Europe’s current-account surplus-to-GDP 20
ratio has also improved significantly since 2012. 15

» Spain stands out this year, with a surge in tourism 8 0
revenue fueling services-sector growth. The EU’s 10
2026 Recovery and Resilience Facility (NGEU), 5
totaling EUR 800bn, is expected to meaningfully -2
stimulate economies such as Spain and ltaly and 6 0
advance green and digital transformation. European 2005/9  2009/9  2013/9  2017/9  2021/9  2025/9
banks have materially strengthened compared with 4 YTD Performance (%)
the past, yet still trade at lower valuations than U.S. 4 —Stoxx 600 Index ——Germany Equities
peers, leaving room for rerating. Spain’s market has a 50 i : e
high weighting in banks and financials, suggesting its -6 —France Equities —Spain Equities

g ghting » Sugg g
equity momentum can extend if bank stocks continue 40
to rise. We recommend increasing allocation to 2 30
diversified European equities, with Germany and 8
Spain as satellite country exposures. Sector focus: 20
financials, defense, and raw-material names 0
positioned to benefit from the EU’s 2026 “European -0 10
Critical Raw Materials Hub” initiative. 0
-2 12 .
2005/9  2009/9  2013/9  2017/9  2021/9  2025/9 2025/1 2025/3 2025/5 2025/7 2025/9 2025/11

Source: Bloomberg
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Asset Strategy

Asset Type

Market View

Asset Strategy / In Focus

Preferred Assets

Equities

Investment Outlook for 2026 can be approached through L (Liquidity Shift), E (Earnings Focused), A (Adding Credit), and D
(Diversified Asset). Capital is expected to continue flowing out of the U.S. dollar, where rate cuts are anticipated, into non-U.S.
assets. Equity investments should focus on earnings growth to reinforce valuation rationality, while combining bond income with
moderate allocations to alternative assets helps diversify portfolio risk and enhance investment efficiency.

European equities can serve as part of diversified allocation, with Germany—supported by fiscal stimulus and clear economic
improvement—and Spain—with strong fundamentals and a high weighting of financial stocks—as preferred countries.
Preferred sectors include financials, benefiting from improved balance sheets, and defense, supported by policy. Japanese
equities should focus on domestic demand, banks, and semiconductors.

Strategy: Under the Al theme, the
core beneficiaries include technology,
semiconductors, utilities, and
machinery; outside of Al, aerospace,
defense, and pharmaceuticals are
favored.

Regions: German equities, Spanish
equities, Japanese banking stocks,
and Japanese semiconductor stocks.

Bonds

As the yield curve steepens, attention can be paid to locking in yields through medium- to short-term investment-grade bonds,
high-yield bonds, and emerging market bonds. Sectors with higher risk-adjusted spreads include financials, utilities, and
industrials.

With long-term concerns over U.S. dollar depreciation, diversification into non-U.S. currency bonds—such as
investment-grade bonds denominated in euros and Singapore dollars—can help mitigate risk.

Duration: Medium- to short-term
government bonds, investment-grade
bonds for yield lock-in.

Sector: Investment-grade bonds for
yield lock-in, with financials,
industrials, and utilities preferred.

Forex

The Federal Reserve’s hawkish rate cuts have deferred expectations for future easing, but a weak labor market and cooling
inflation will increase the extent of U.S. rate cuts. In addition, with the Fed’s independence possibly challenged in 2026, the
U.S. dollar is expected to remain weak.

The Bank of Japan has raised rates, but the government favors accommodative policy. At present, the Fed’s hawkish cuts
support the dollar and weaken the yen. Looking ahead, a softer dollar and narrowing U.S.—Japan yield differentials are
expected to boost the yen. The European Central Bank is nearing the end of its rate-cut cycle, German bond yields have
rebounded, and the euro is showing strength.

USD: Bias toward depreciation.

JPY, EUR: Volatile but biased to
gradual appreciation.

Commodity

U.S. inflation has not further deteriorated, and the market expects the Federal Reserve to maintain accommodative policy. In
addition, the U.S. has tightened its oil sanctions on Venezuela, raising geopolitical risks and driving gold prices to new highs.
Demand for silver has surged due to applications in technology and semiconductors, and with Trump seeking to increase
import tariffs on minerals, manufacturers are stocking up in advance. Silver is expected to remain strong in the short term..

Gold: Bullish in the medium to long
term
Silver: Remains strong in the near
term.
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Key Economic Data / Events /Appendix

Key Economic Data / Events

» DEC 2025
29 Monday 23 Tuesday 24 Wednesday 25 Thursday 26 Friday
» Taiwan Nov Unemployment Rate *+ U.S. 3Q GDP QoQ Saar (Rev.) « U.S. Initial Jobless Claims » Japan Dec Tokyo CPI YoY
(Act:3.35% Est:3.31% (Act:4.3% Est:3.3% Prev:3.8%) (Weekly) (Act:2.0% Est:2.3% Prev:2.7%)
Prev:3.33%) * U.S. Oct Durable Goods MoM (Prel. (Act:214k Est:224k Prev:224k) « Japan Nov Unemployment Rate
(Act:-2.2% Est:-1.5% Prev:0.7%) (Act:2.6% Est:2.6% Prev:2.6%)
* U.S. Nov Industrial Production MoM » Japan Nov Job-Offers-to-
(Act:0.2% Est:0.1% Prev:-0.1%) Applicants Ratio
* U.S. Dec Conference Board (Act:1.18 Est:1.18 Prev:1.18)
Consumer Confidence » Japan Nov Industrial Production
(Act:89.1 Est:91.0 Prev:92.9) MoM (Prel.)
» Taiwan Nov Export Orders YoY (Act:-2.6% Est:-2.0%
(Act:39.5% Est:32.0% Prev:1.5%)
Prev:25.1%)
» JAN 2026
29 Monday 30 Tuesday 31 Wednesday 1 Thursday 2 Friday
+ U.S. Initial Jobless Claims * U.S. Dec S&P Global Mfg. PMI
(Weekly) (Prev:214k) Final (Est:51.8 Prev:52.2)
* China Dec Mfg. PMI * Eurozone Dec Mfg. PMI Final
(Est:49.3 Prev:49.2) (Est:49.2 Prev:49.6)

» China Dec Services PMI
(Est:49.7 Prev:49.5)

* China Dec S&P Global Mfg. PMI
(Est:49.7 Prev:49.9)

Source: Bloomberg




YTD Performance /Appendix

YTD Major Market / Asset Performance

Equities & Bond Markets YTD Performance (%) Currencies and Commodities Market YTD Performance (%)
®Max ®mMin @ Current ® Max ®Min e Current

S&P 500 USD Index
NASDAQ  -20.9 EUR
STOXX Europe 600 JPY
Nikkei 225 -20.8 33.3 AUD
Shanghai Composite Onshore CNY
TAIEX -24.5 NTD
EM Index 31.7 EM Currency
UST 10Y BTC

UST 2y ETH 558 44.9
Global IG Bonds WTI Crude

Global HY Bonds Spot Gold 70.9
EM Bonds (USD) Base Metals

Source: Bloomberg, 26 Dec 2025




Technical Analysis /Appendix

Technical Analysis

S&P 500 Index NASDAQ Index STOXX Europe 600 Index Nikkei 225 Index
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Market Monitor /Appendix

Market Monitor

U.S. CPI YoY (%) U.S. 10-Year Treasury Yield (%) U.S. Treasury Yield Spread (bps) U.S. Treasury Yield Curve (%)
10.0 5.0 200 5.0 2025/12/26
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Source: Bloomberg, 26 Dec 2025 )
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Market Monitor /Appendix

Market Monitor

U.S. Citi Economic Surprise

VIX Index VIX Term Structure Index* U.S. Citi Inflation Surprise Index*

60 o4 100 80
60

45 29 50
40
30 20 0 20
0

15 18 -50
——— 26 Nov. -20

26 Dec.
0 16 -100 -40
2021 2022 2023 2024 2025 1M 2M 3M aM 5M 6M 2021 2022 2023 2024 2025 2021 2022 2023 2024 2025
TED Spread (bps) U.S. Dollar Index EUR to USD USD to JPY

0.6 120 1.25 170
115 1.20 160
0.4 110 115 150
105 110 140
0.2 100 130

o5 1.05
0.0 90 1.00 120
85 0.95 110
0.2 80 0.90 100

2021 2022 2023 2024 2025 2021 2022 2023 2024 2025 2021 2022 2023 2024 2025 2021 2022 2023 2024 2025

Source: Bloomberg, 26 Dec 2025 *The Citi Economic/Inflation Surprise Index measures the deviation between economic data/actual inflation and market expectations. A rising index indicates economic improvement/inflation

exceeding market expectations. 1
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Disclaimer and Important Notice

Hong Kong: The information contained in the document herein is confidential and is not intended for general public distribution or for use by any person or entity located or residing in any jurisdiction which restricts the
distribution of such information by KGI Asia Limited ("KGI") or any affiliate of KGI. Re-distribution of the document herein and any part thereof by any means is strictly prohibited. Such information shall not be regarded as
an offer, invitation, solicitation or recommendation to invest in or sell any securities or investment products to any person or entity in any jurisdiction. The above information (including but not limited to general financial and
market information, news services, market analysis and product information) is for general information and reference purpose only and may not be reproduced or published (in whole or in part) for any purpose without the
prior written consent of KGI Asia Ltd. Such information is not intended to provide investment advice and should not be relied upon in that regard. You are advised to exercise caution, and if you are in any doubt about such
information, you should seek independent professional advice.

You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You should carefully consider whether
investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

No representation or warranty is given, whether express or implied, on the accuracy, adequacy or completeness of information provided herein. In all cases, anyone proposing to rely on or use the information contained
herein should independently verify and check the accuracy, completeness, reliability and suitability of the information. Simulations, past and projected performance may not necessarily be indicative of future results.
Information including the figures stated herein may not necessarily have been independently verified, and such information should not be relied upon in making investment decisions. None of KGI, its affiliates or their
respective directors, officers, employees and representatives will be liable for any loss or damage of any kind (whether direct, indirect or consequential losses or other economic loss of any kind) suffered or incurred by any
person or entity due to any omission, error, inaccuracy, incompleteness or otherwise, or any reliance on such information. Furthermore, none of KGlI, its affiliates or their respective directors, officers, employees and
representatives shall be liable for the content of information provided by or quoted from third parties.

Complex Products refers to an investment product whose terms, features and risks are not reasonably likely to be understood by a retail investor because of its complex structure. Investors should exercise caution in
relation to complex products. Investors may lose the entire amount or more than the invested amount. For complex products with offering documents or information not reviewed by the Hong Kong Securities and Futures
Commission (SFC), investors should exercise caution regarding the offer. For complex products described as SFC-approved, such approval does not imply official endorsement, and SFC recognition does not equate to a
recommendation or assurance of the product's commercial viability or performance. Past performance data, if provided, is not indicative of future performance. Some complex products are only available to professional
investors. Before making any investment decisions, investors should review the offering documents and other relevant information to understand the key nature, features, and risks of the complex products. Independent
professional advice should be sought, and investors should have sufficient net assets to bear the potential risks and losses associated with the product. Members of the KGI group and their affiliates may provide services
to any companies and affiliates of such companies mentioned herein. Members of the KGI group, their affiliates and their directors, officers, employees and representatives may from time to time have a position in any
securities mentioned herein.

Bond investment is NOT equivalent to a time deposit. It is NOT protected under the Hong Kong Deposit Protection Scheme. Bondholders are exposed to a variety of risks, including but not limited to: (i) Credit risk - The
issuer is responsible for payment of interest and repayment of principal of bonds. If the issuer defaults, the holder of bonds may not be able to receive interest and get back the principal. It should also be noted that credit
ratings assigned by credit rating agencies do not guarantee the creditworthiness of the issuer; (ii) Liquidity risk - some bonds may not have active secondary markets and it would be difficult or impossible for investors to
sell the bond before its maturity; (iii) Interest rate risk — When the interest rate rises, the price of a fixed rate bond will normally drop, and vice versa. If you want to sell your bond before it matures, you may get less than
your purchase price. Do not invest in bond unless you fully understand and are willing to assume the risks associated with it. Please seek independent advice if you are unsure.

All investments involve risks. The prices of securities fluctuate, sometimes dramatically. The price of a security may move up or down, and may become valueless. It is as likely that losses will be incurred rather than profit
made as a result of buying and selling securities. Prices of securities and fund units may go up as well as down and past performance information presented is not indicative of future performance. Investors should read
the relevant fund's offering documents (including the full text of the risk factors stated therein (in particular those associated with investments in emerging markets for funds investing in emerging markets)) in detail before
making any investment decision. You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You
should carefully consider whether investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

Singapore: This document is provided for general information and circulation only, and is not an offer or a solicitation to deal in any securities or to enter into any legal relations, nor an advice or a recommendation with
respect to any financial products mentioned herein. It does not have regard to the specific investment objectives, financial situation and the particular needs of any recipient hereof. You should ensure that you understand
the risk(s) involved and should independently evaluate particular investments and consult an independent financial adviser before making any investment decisions. All information and opinions contained herein is based
on certain assumptions, information and conditions available as at the date of this document and may be subject to change at any time without notice.
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