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Geopolitics dominating the headlines

Summary

Geopolitical tensions have intensified since the start of the year, spanning Venezuela, Greenland and Iran.
At the same time, resource nationalism is on the rise, with major powers increasingly competing for control
of strategically critical commaodities. While this backdrop underpins gold, equity markets remained largely
unscathed last week: small caps outperformed as earnings momentum broadens beyond the technology
sector. This week, the Davos summit will shine more light on geopolitics, as concerns about Greenland are

rising.

Market recap

Last Close 1-Week 1-Month Year-to-Date

(16.01.2026) Total Return Total Return Total Return
S&P500 6 940 -0.4% 3.3% 1.4%
NASDAQ Composite 23515 -0.7% 3.6% 1.2%
STOXX Europe 600 614 0.8% 6.0% 3.7%
MSCI Japan 2248 4.3% 8.7% 7.6%
MSCI EM 1485 2.2% 9.3% 5.7%
US 10yr Yield 4.2% 6 bps 7 bps 6 bps
Gold (USD/oz) 4 595 1.9% 5.9% 6.5%
Brent Crude Oil (USD/bbl) 64 1.6% 5.7% 5.4%

Source(s): Refinitiv

Beyond the numbers

Macroeconomics

US inflation declined slightly in December, down to 2.6% from 2.7%, but core inflation remained stable at
2.6%. Pressures on the price of goods due to tariffs remained limited, and energy prices declined over the
month. Services were sustained (0.29% m/m; 3.0% y/y) due to renewed monthly pressures on rents. This
report confirmed the improvement recorded in November and could provide additional reassurance to Fed
members about the inflation pattern. US retail sales (November) were strong (0.6% m/m), with strength
concentrated in typical holiday items, thus confirming resilient consumption. Elsewhere, indicators were
better oriented in the manufacturing sector: industrial production was up by 0.4% m/m in December, with
sentiment improving in the Empire State Manufacturing Survey and Philadelphia Fed Index.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and
is not guaranteed in any way.
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In the eurozone, industrial activity was better oriented (0.7% m/m in November) thanks to a rebound in
capital goods. Final inflation for December showed a decline from the previous month in Germany (2.2%
y/y), France (0.7% y/y), and Spain (3.0% y/y), while it remained stable in ltaly (1.2% y/y).

In China, Q4 GDP slowed to 4.5% y/y, but 2025 GDP growth reached 5.0% for the full year. Exports to Asia
and exports of high-added-value products were the main contributors to growth. In December, retail sales
remained weak (0.9% y/y), while production was up by 5.2% y/y thanks to autos and electronic goods.

This week, the focus will be on business sentiment, with flash PMIs to be published in the main developed
countries. Several central banks will hold meetings: Norway, Indonesia, Malaysia, Turkey and Japan, but
no change is expected in Japanese key rates. The Davos summit will shine more light on geopolitics, as
concerns about Greenland are rising.

Asset allocation: strategic views as at January 2026

High Conviction High Conviction
Negative Positive

Equities

Fixed Income
Hedge Funds
Private Markets
Gold

Cash

High Conviction Negative | Baseline Allocation | High Conviction Positive | Previous view @ (no dot means no change)

This material represents an assessment of the market environment at a specific time and is not intended to be a forecast of future
events or a guarantee of future results. This information should not be relied upon by the reader as research or investment advice
regarding any particular fund, strategy or security.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and
is not guaranteed in any way.
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Equities

Global equities registered modest gains last week (MSCI ACWI +0.4%),
held back by the US (S&P 500 -0.4%) and the global technology and
communication services sectors (+0.2% and -1.1%, respectively). The latter
two continued to lag behind cyclical/value areas of the market, such as real
estate (+3.2%), energy (+3.0%), industrials (+2.6%), and materials (+2.3%),
which remained in favour.

Small caps also outperformed mega caps (Russell 2000 +2.1% vs. Vanguard
Mega Cap ETF -0.6%, Magnificent 7 -2.1%), as the prospect of broadening .
earnings growth outside the technology sector led investors to continue I'he recent
shifting their portfolio exposures. technology
underperformance
could offer a better
risk/reward profile

However, the Q4 earnings season could prove to be a reality check for these
expectations or a case of ‘travel and arrive’, as seen with major US banks.
Despite solid Q4 results, the sector ended the week lower (S&P 500 Financials
-2.3%), with valuations (forward P/E) already sitting above the 10-year trading
range.

In this regard, the recent technology underperformance could offer a better
risk/reward profile, with valuations having moved lower and the latest reports
from semiconductor actors showing no signs of a slowdown in Al-related
demand. Overall, expectations are calling for +8.2% earnings growth (S&P
500) in Q4, marking the tenth consecutive quarter of expansion.

Fixed income

Last week both Treasuries (-0.1%) and investment-grade bonds (0.0%)
delivered muted performances, while the riskier segments performed well
on the back of spread compression. High-yield bonds, AT1s, and emerging
market debt posted returns of 0.5%, 0.6%, and 0.3%, respectively.

Yields on 10-year Treasuries moved above the 3.95-4.20% range they have

been trading in since September. The main culprit was the game of musical

chairs about who will replace Powell at the Fed in May. Trump commented

he would like Kevin Hassett to stay at the White House (as Director of the The riskier fixed-
National Economic Council); Hassett, a known dove, was seen by many as income segments
the front-runner to replace Powell at the Fed in May, with Kevin Warsh now ‘
seen as most likely. Hassett is seen as more dovish than Warsh, hence yields
moved up 5 bps on Friday. Rick Rieder, BlackRock’s CIO for Global Fixed
Income, is now seen as the second favourite following reports that Trump
interviewed him on Thursday (the day before Hassett was sidelined) and news
of him being known as a dove, as he has advocated for aggressive rate cuts
to support economic growth.

performed well on
the back of spread
compression

This morning, European spreads ticked up as Trump said he would be
imposing 10% tariffs on those European countries (Denmark, Finland, France,
Germany, the Netherlands, Norway, Sweden, and the UK) that publicly

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and
is not guaranteed in any way.
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supported Denmark’s sovereignty over Greenland and participated in recent military exercises there, with
tariffs set to increase to 25% in June if a deal had not been reached. European high-yield CDS jumped 10

bps to 252, having already given up half the gain in the first hours of trading.

Last, investment-grade issuance should remain elevated, with Bank of America projecting USD 140-300
billion in annual bond sales over the coming three years by tech firms to fund Al development (Amazon,
Google, Meta, Microsoft, and Oracle borrowed USD 121 billion in 2025, after having averaged USD 28
billion per year from 2020 to 2024), boosting the investment-grade credit supply. Goldman Sachs was also
in the news after it issued USD 16 billion in bonds on Tuesday, the largest ever by a Wall Street bank.

Forex & Commodities

Last week the USD edged higher against most G10 currencies, despite

US CPI data printing in line with expectations. The main event for the USD
this week will be the publication of PCE data, which are not expected to

be market-moving. In any case, the data are likely to be overshadowed by
political events, with potential tariff discussions between the US and the
eurozone taking centre stage. We note that overall levels of FX volatility remain
subdued, with precious metals making gains on the back of the geopolitical
developments surrounding Greenland.

It is a big week for the GBP with the publication of unemployment data,
inflation data and PMI data. If the inflation data disappoint, it may result in

an increase in expectations of the Bank of England cutting its rates at its
forthcoming February meeting; this would weigh on GBP exchange rates in the
near term.

Gold surged to yet another all-time high at levels of just below USD 4,700
per oz following political developments over the weekend. We believe that
we have entered a period of resource nationalism, meaning that the major
powers are now in direct competition for the control of strategically important
commodities. This gives continued upside risks for gold, which is one of the
few naturally convex/anti-fragile assets.

Gold is unlikely to have a huge reaction to US inflation data this week, given
the wider geopolitical issues mentioned above.

Precious metals
are advancing
amid geopolitical
developments in
Greenland

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and
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Disclaimer

This document is a marketing communication containing GENERAL
INFORMATION on financial services reflecting the sole opinion of
Union Bancaire Privée, UBP SA and/or any entity of the UBP Group
(hereinafter “UBP”) as of the date of issue. It is not and does not
purport to be considered as an offer nor a solicitation to enter into
any transaction with UBP, buy, subscribe to, or sell any currency,
product, or financial instrument, make any investment, or participate
in any particular trading strategy in any jurisdiction where such an
offer or solicitation would not be authorised, or to any person to
whom it would be unlawful to make such an offer or solicitation. This
document is meant only to provide a broad overview for discussion
purposes, in order to determine clients’ interest. It does not replace
a prospectus, KID, KIID or any other legal document relating to any
specific financial instrument, which may be obtained upon request
free of charge from UBP or from the registered office of the issuer of
the instrument concerned, where applicable. The opinions herein do
not take into account individual clients’ circumstances, objectives,
or needs.

UBP performs analysis on the financial instruments based on market
offer and may maintain and/or seek to develop business affiliations
with third parties for that purpose; furthermore, UBP may create its
own financial instruments. This generic information is therefore not
independent from the proprietary interests of UBP or connected
parties, which may conflict with the client’s interests. UBP has
policies governing cases of conflicts of interest and takes appropriate
organisational measures to prevent potential conflicts of interest.

The information contained in this document is the result neither
of financial analysis within the meaning of the Swiss Banking
Association’s “Directives on the Independence of Financial Research”
nor of independent investment research as per the EU’s regulation
on MIFID provisions. EU regulation does not govern relationships
entered into with UBP entities located outside the EU.

When providing investment advice or portfolio management services,
UBP considers and assesses all relevant financial risks, including
sustainability risks. Sustainability risks are defined by the EU’s
Sustainable Finance Disclosure Regulation (2019/2088) as “an
environmental, social or governance event or condition that, if it
occurs, could cause a negative material impact on the value of
the investment”. For further information on our sustainability risk
management approach please visit www.ubp.com)].

Reasonable efforts have been made to ensure that the content of
this document is based on objective information and data obtained
from reliable sources. However, UBP cannot guarantee that the
information contained herein and gathered by the Bank in good
faith is accurate and complete, nor does it accept any liability for
any loss or damage resulting from its use. Circumstances may
change and affect the data collected and the opinions expressed
at the time of publication. Therefore, information contained herein
is subject to change at any time without prior notice. UBP makes
no representations, provides no warranty and gives no undertaking,
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express or implied, regarding any of the information, projections or
opinions contained herein nor does it accept any liability whatsoever
for any errors, omissions or misstatements in the document. UBP
does not undertake to update this document or to correct any
inaccuracies which may have become apparent after its publication.

This document may refer to past performance which is not a guide to
current or future results. All statements in this document, other than
statements of past performance and historical fact, are “forward-
looking statements”. Forward-looking statements do not guarantee
future performances.

The tax treatment of any investment depends on the client’s individual
circumstances and may be subject to change in the future. This
document does not contain any tax advice issued by UBP and does
not reflect the client’s individual circumstances.

This document is confidential and is intended to be used only by
the person to whom it was delivered. This document may not be
reproduced, either in whole or in part. UBP specifically prohibits
the redistribution of this document, in whole or in part, without its
written permission and accepts no liability whatsoever for the actions
of third parties in this respect. This document is not intended for
distribution in the US and/or to US Persons or in jurisdictions where
its distribution by UBP would be restricted.

Switzerland: UBP is authorised and regulated in Switzerland by the
Swiss Financial Market Supervisory Authority (FINMA).

UK: UBP is authorised in the United Kingdom by the Prudential
Regulation Authority, and is subject to regulation by the Financial
Conduct Authority (FCA) and limited regulation by the Prudential
Regulation Authority.

Dubai: This marketing material has been communicated by Union
Bancaire Privée (Middle East) Limited, a company regulated by
the Dubai Financial Services Authority (“DFSA”). It is intended for
professional clients and/or market counterparties only and no other
person should act upon it. The financial products or services to which
this material relates will only be made available to a client who meets
the professional client and/or market counterparty requirements.
This information is provided for information purposes only. It is not
to be construed as an offer to buy or sell, or a solicitation for an
offer to buy or sell any financial instruments, or to participate in any
particular trading strategy in any jurisdiction.

Hong Kong: UBP is a licensed bank regulated by the Hong Kong
Monetary Authority (HKMA) and a registered institution regulated
by the Securities and Futures Commission (SFC) for Type 1, 4 & 9
activities only in Hong Kong. The securities may only be offered or
sold in Hong Kong by means of documents that (i) are addressed
to “professional investors” within the meaning of the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
and any rules made thereunder (the “SFQO”); or (i) are defined as
“prospectuses” within the meaning of the Companies Ordinance
(Chapter 32 of the Laws of Hong Kong) (the “CQ”) or constitute
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offers to the public within the meaning of the CO. Unless permitted
to do so under the laws of Hong Kong, no person may issue or have
in their possession for the purpose of issuing, whether in Hong Kong
or elsewhere, any advertisement, invitation or document relating to
the securities, directed at, or likely to be accessed or read by, the
public in Hong Kong, except where the securities are intended to be
disposed of only to persons outside Hong Kong, or only to “professional
investors” within the meaning of the SFO.

Singapore: UBP is a bank regulated by the Monetary Authority of
Singapore (MAS), is an exempt financial adviser under the Financial
Advisers Act 2001 of Singapore to provide certain financial advisory
services, and is exempt under section 99(1) of the Securities and
Futures Act 2001 of Singapore to conduct certain regulated activities.
This document has not been registered as a prospectus with the MAS.
Accordingly, this document and any other document or material in
connection with generic recommendations may not be circulated or
distributed, whether directly or indirectly, to persons in Singapore other
than (i) institutional investors; or (i) accredited investors as defined under
the Securities and Futures Act 2001 of Singapore. This advertisement
has not been reviewed by the Monetary Authority of Singapore.

Luxembourg: UBP is registered by the Luxembourg supervisory
authority the Commission de Surveillance du Secteur Financier (CSSF).

Italy: Union Bancaire Privée (Europe) S.A., Succursale di Milano,
operates in Italy in accordance with the European passport — held
by its parent company, Union Bancaire Privée (Europe) S.A. — which
is valid across the entire European Union. The branch is therefore
authorised to provide services and conduct business for which its
parent company, Union Bancaire Privée (Europe) S.A., has been

authorised in Luxembourg, where it is regulated by the Luxembourg
financial supervisory authority, the Commission de Surveillance du
Secteur Financier (CSSF).

Monaco: This document is not intended to constitute a public offering
or a comparable solicitation under the Principality of Monaco’s laws,
but might be made available for information purposes to clients of
Union Bancaire Privée, UBP SA, Monaco Branch, a regulated bank
under the supervision of the Autorité de Contrdle Prudentiel et de
Résolution (ACPR) for banking activities and under the supervision
of the Commission de Contrdle des Activités Financiéres for financial
activities.

Jersey: Union Bancaire Privée, UBP SA, Jersey Branch is regulated by
the Jersey Financial Services Commission for the conduct of banking,
funds and investment business. Union Bancaire Privée, UBP SA,
Jersey Branch is a branch of Union Bancaire Privée, UBP SA, whose
registered offices are at Rue du Rhéne 96-98, P.O. Box 1320, 1211
Geneva 1, Switzerland, with its principal place of business in Jersey at
34 Floor, Lime Grove House, P.O. Box 526, St Helier, Jersey JE4 5UH.

Portugal: Union Bancaire Privée (Europe) S.A. Sucursal em Portugal
is regulated by the Securities Market Commission (CMVM) and duly
authorised by Banco de Portugal.

South Africa: UBP Investment Services (Pty) Ltd is an authorised
financial services provider (FSP number 53152) in terms of section
8 of the Financial Advisory and Intermediary Services Act, 2002 (Act
No. 37 of 2002) and conducts its activity under the supervision of the
Financial Sector Conduct Authority.
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