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Roaring times

Dear readers,

It has been a roaring start to the new year as geopolit-
ical headlines turned the volume up, and volatility
came in waves while investors digested the news flow.

Political rhetoric from the US administration has become
more forceful, including attacks on the US Federal Reserve
(Fed) and its leadership, which brings the longer-term
risk of erosion of trust in institutional guardrails and their
credibility. That concern is already reflected in a weaker
US dollar and surging gold prices. The general unease was
then exacerbated by comments about the US taking con-
trol of Greenland, which had investors rethinking estab-
lished norms and alliances, and which escalated into
additional tariff threats against European nations oppos-
ing such a move, rattling markets. Those threats were
later walked back amid a “framework” for a potential future
deal, and markets rebounded.

While geopolitical volatility can be unsettling, it rarely has
long-term negative effects on asset-price returns. The
events in Venezuela, for example, have had little market
impact. They are perhaps better understood as part of

a broader geopolitical realignment, like blocs and spheres
of regional, political, and economic influence?, rather
than a trigger that derails markets. The strength of gold
and commodities crystallizes these dynamics. We
believe major emerging-market central banks will con-
tinue to increase their gold holdings along with a gradual
reduction in US dollars, especially with the geopolitics
currently underway.

We remain optimistic as macroeconomic conditions
appear broadly supportive, even as geopolitical noise has
become louder. We’re seeing a wave of stimulus that’s
positive for risk assets in general, whether it’s monetary
easing, widespread fiscal support ranging from the US’

* See “Glossary and sources” on p. 19.
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Dan Scott

Head Multi Asset,

Chief Investment Officer,
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“One Big Beautiful Bill”? to stimulus measures across
the Eurozone, Japan, and China, or capital expenditure in
artificial intelligence (Al). We find it difficult to construct
a bearish view in this context.

The US economy is humming along, with robust consumer
spending. We anticipate a benign environment for
growth, with manageable inflation. The US labor market
is something we’re keeping an eye on, though further
weakening would give the Fed a reason to lower rates.
We believe it will cut rates by another 50 basis points
(bps) this year, with the first 25bps likely in the summer.

Vontobel’s Multi Asset Investment Committee has moved
to an overweight in commodities, as we believe indus-
trial metal prices are poised to increase amid Al-driven
power demand, and that oil prices could trend higher
from current lows if economic activity picks up.

In this Investors’ Outlook, you’ll find the details of our
asset allocation changes, an in-depth discussion about
the feared bubble Al, and a closer look at gold.

As we move further into 2026, we aim to help our clients
drown out the noise, even in a louder world.

— Webcast
To view our webcast on recent market
developments, click here.


https://www.vontobel.com/en-ch/insights/monthly-cio-update-february-2026-a-choppy-start/
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Stefan Eppenberger
Chief Investment Strategist,
Multi Asset Boutique, Vontobel

Through the noise

January opened at full volume. A midnight raid in Cara-
cas, unrest in Iran, and an icy stalemate in the Arctic
dominated the headlines. Still, markets absorbed the
geopolitical noise.

In the US, the S&P 500 Index topped the 7,000-point
level, buoyed by the ongoing Al boom and a strong start
to the fourth-quarter earnings season. European stocks
climbed to an all-time high mid-month as investors gained
confidence that the region’s economy is on stable foot-
ing, retracing some of the gains after the threat of tariffs
over Greenland. Commodities reacted more viscerally
to the news flow. Tensions in Iran reignited oil prices, with
Brent crude hitting USD 70 per barrel after last year’s 15
percent decline on oversupply concerns. Metals joined the
chorus, with copper, gold, and silver all rising. Bond mar-
kets showed some strain. Yields on 10-year and 30-year
US Treasuries moved higher as a sell-off in Japanese
government bonds, driven by fiscal concerns, spilled over

into global rates markets. The US dollar’s weakness
reflected a mix of moderating US rate expectations, geo-
political risk, and a reassessment of Trump’s policies. We
continue to believe we’ll find more growth-oriented policies
ahead, even if current headlines may suggest otherwise.
History suggests US presidents tend to favor pro-growth
policies in midterm election years. Liquidity conditions
are also poised to improve, as the Fed has announced a
return to balance-sheet expansion, which is supportive
for both markets and the broader economy. Plus, we don’t
see significant inflation risks and expect more accommo-
dative monetary policy, steady economic growth, and sta-
ble global supply chains. Elsewhere, inflation pressures
look subdued, like in China and Switzerland. The latter is
even grappling with deflation fears. Find the details of our
asset allocation on page 5.
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 slightly significantly

Our neutral stance on cash remains unchanged,
though we’re ready to act as opportunities arise.

Within the fixed-income segment, we still favor gov-
ernment and emerging-market (EM) bonds with a
neutral view. We also maintain our underweight
position in high-yield bonds but have downgraded
investment-grade (IG) bonds to significantly under-
weight due to what we consider unattractive spread
levels and increased bond issuance. After spread
tightening since Liberation Day on improved trade
news, |G spreads over government bonds no longer
provide what we consider sufficient compensation
compared to historical levels, especially given ongo-
ing risks and market volatility. Another factor warrant-
ing caution is the surge in new bond issuance, in our
view. US corporate borrowing started 2026 on a par-
ticularly strong note, with over USD 95 billion raised
through 55 IG deals in the first week of January alone,
the busiest start to a year on record and the highest
weekly volume since mid-2020.

We reiterate our overweight in equities. Our prefer-
ence for Eurozone and EM equities is unchanged, as
we believe the two regions are set to benefit from
improving growth, supportive policy, and attractive
valuations. Multiples in the US might seem elevated,
particularly around the technology complex, but re-
main below bubble territory, in our view. We main-
tain a neutral stance on Swiss, US, and Japanese
equities.

Following a historic rally in 2025, traditional valuation
metrics have taken a backseat, complicating efforts
to determine a “fair value” for gold. We believe that
gold’s long-term appeal remains strong amid central
bank buying and concerns over currency debase-
ment and rising debt levels. Central bank demand is
likely preventing prices from falling below USD 4,000
per ounce. While gold’s trajectory could have some
more room to run, the path is likely to be far from
linear. Exchange-traded fund (ETF) investors have
pulled back slightly, and demand destruction in the
jewelry sector may lead to heightened price volatility
going forward. We have a neutral view on gold.

We have upgraded commaodities to slightly overweight
from neutral, reflecting our baseline scenario for
positive growth, supportive stimulus, and a structurally
weaker US dollar, all of which should benefit a cyclical
asset class traded in US dollars. Parts of the commod-
ity complex have the potential for catch-up as last
year’s gains were concentrated in precious and select
industrial metals, while energy lagged. Brent crude’s
annual average price was USD 69 per barrel, the low-
est since the Covid-19 pandemic (even after adjust-
ing for inflation) amid fears of a looming supply glut,
exacerbated by developments in Venezuela. We
believe much of this negativity is now priced in. And
while we don’t hope for geopolitical escalation, we
believe that higher commodity exposure can also serve
as a good hedge. In the event of a crisis, such as an
escalation in Iran, both oil and gold prices would likely
spike simultaneously.

We remain neutral on alternative funds and real estate.
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Investing in artificial intelligence (Al)-related stocks has been a successful
strategy in recent years. Ever since OpenAl’s ChatGPT took the world by storm
on November 30, 2022, hyperscalers—companies that provide massive, highly
scalable cloud computing services and enable businesses to dynamically adjust
resources for things like social media, Al, or online marketplaces—have been on
an extraordinary upward trajectory. From late November 2022 to the end of 2025,
US hyperscalers Alphabet, Amazon, Meta, Microsoft, and Oracle delivered triple-
digit returns, ranging from over 100 percent to more than 500 percent. This perfor-
mance was only surpassed by Nvidia, which, while not a hyperscaler, also

rode the wave of the Al frenzy and achieved an eye-catching gain of more than
1,000 percent over the same period.

Michaela Huber Stefan Eppenberger

Senior Cross-Asset Strategist, Chief Investment Strategist,
Multi Asset Boutique, Vontobel Multi Asset Boutique, Vontobel

As we enter 2026, one could argue that the stakes for
investors, and for the US economy, have rarely been higher.

What do we mean by that? First, the rally has pushed Chart 1: The Al boom is key for stock markets
US equity valuations to levels not seen since the dotcom
bubble burst in the late 1990s. The S&P 500 Index’s Cyclically adjusted Price-to-Earnings (P/E) ratio (Shiller)

Shiller Price-to-Earnings (P/E) ratio®, widely regarded as
the gold standard of equity valuation metrics, currently
stands at approximately 39, just shy of its all-time high of
44 recorded in December 1999 (see chart 1). To put
things into perspective: the ratio’s long-term average is
around 18.

Second, the rally has led to significant concentration in
the US equity market. Just a small number of stocks

now account for the bulk of overall performance, with the 1900 1915 1930 1945 1960 1975 1990 2005 2020
top 10 stocks in the S&P 500 (all but one of which are

Al-related) accounting for more than 40 percent of the = S&P 500 Composite

index’s total market capitalization. This means that pas- Long-term average

sive index investing, long regarded as a safe approach for

a diversified portfolio, now gives investors a false sense

of diversification, as it in reality exposes investors to high

tech exposure. Source: LSEG, Vontobel; as of January 9, 2026.
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Chart 2: Has the Al boom peaked? A checklist

WARNING SIGNALS STATUS COMMENT
MODELS 1 Al model progress is waning Exponential model improvement
on-going
2 Al adoption rates stop increasing Adoption uptrend intact
CAPEX 3 Hyperscalers’ capex guidance stops Regular upgrades to capex guidance
increasing
4 Tech capex reaches unsustainable Not as extreme as in other capex cycles
high levels
PROFITABILITY 5 Hyperscalers’ free cash flows Still positive (except for Oracle),

turns negative

but falling

Hyperscalers’ profitability deteriorates On elevated levels, relati
far
LEVERAGE 7 Hyperscalers load up too much debt Negative net debt
(except for Oracle)
8 Markets challenge hyperscalers’ x Rising CDS, especially for Oracle
leverage
SENTIMENT 9 Financial conditions Improving, not deteriorating
deteriorate conditions
10 Tech bros cash out OpenAl IPO would raise questions

Note: Not all signals have to be fulfilled to see a top in the Al boom, in an extreme case, two or three would already suffice.

Source: Vontobel; as of January 29, 2026.

Third, the Al spending spree has become increasingly
important to US economic growth. In the first half of
2025, Al-related capital expenditures (capex) contributed
1.1 percent to the country’s gross domestic product
(GDP) growth—more than consumer spending. This is
an astounding feat for an economy historically driven

by consumption.

We believe investors may therefore want to closely monitor
the Al rally and remain vigilant for signs of a market bub-
ble. To that end, we have developed a checklist to assess
whether the rally may have run its course (see chart 2).
Note that not all signals need to be present to indicate a
peak in the Al boom. In extreme cases, just two or three
signals may be sufficient.

The first two warning signals relate directly to Al models:
slowing progress and declining adoption rates. Progress
in Al models is crucial for investors because it directly
impacts the value, growth potential, and competitive edge
of companies leveraging Al. This requires constant re-
finement, scalability, and adaptability. Sustained or rising
adoption rates are equally important, as they reflect the
relevance and value of a technology.

The 2025 Stanford Al Index Report suggests that the
scale of Al models is advancing at a rapid pace. Training
compute doubles every five months, datasets every

eight months, and power usage every year. That said, per-
formance gaps appear to be narrowing: the score dif-
ference between the top-ranked and 10th-ranked models
fell from 11.9 percent to 5.4 percent within a year, and

the top two are now separated by just 0.7 percent. In other
words: the field appears to be turning both more competi-
tive and more crowded”.

Slower adoption

Adoption rates are still trending upward, though they vary
by sector and company size. Data from the US Census
Bureau’s Business Trends and Outlook Survey points to
signs of a temporary slowdown or stabilization in 2025,
particularly among large, established firms®.

Another red flag to watch for is a potential pause in the
growth of companies’ capex guidance. So far, each major
hyperscaler has raised its capex guidance for 2026.

The consensus estimate among Wall Street analysts for
hyperscaler spending in 2026 now stands at USD 527
billion, up from USD 465 billion at the start of the third-
quarter earnings season. Most expect expenditures

to continue growing until they eventually peak in 2028.



Chart 3: Tech investment set to top 2000 highs,
but from higher base and at slower pace
In % of US GDP

Chart 4: Hyperscalers (except for Oracle) still have
negative net debt on their balance sheets*
12-month forward net debt, in % of EBITDA**

1985 1990 1995 2000 2005 2010 2015 2020 2025

= US investment in information processing equipment & software

Source: LSEG, Vontobel; as of January 9, 2026.

That said, capex that’s too high can itself become a red
flag. But determining the point at which high capex tran-
sitions from being reasonable to unsustainable is tricky.
Bears might argue that current levels of tech investment
are on the verge of surpassing the heights of the dotcom
bubble, while bulls contend that today’s investments not
only begin from a higher base but are also advancing at a
less aggressive pace than in the late 1990s (see chart 3).

On the profitability front, investors may want to pay close
attention to free cash flow (FCF) developments. FCF
measures the cash a company generates after account-
ing for capex needed to maintain or expand its asset
base. In essence, it reflects the cash available for distribu-
tion to investors or reinvestment in the business. Positive
FCF indicates that a company is generating more cash than
it requires to cover operating expenses and capital
investments, which is a sign of financial strength. Negative
FCF could point to financial challenges or significant
investments in growth. Due to the recent capex spree, the
cash flows of many hyperscalers are indeed declining

but have not yet turned negative. One notable exception
is Oracle, whose free cash flow is already negative.

In our view, investors may also want to stay alert to signs of
deteriorating profitability, as they can indicate potential

2005 2008 2014 2017 2020 2023
= Microsoft Meta Alphabet = Amazon = Oracle

*More and more debt is financed off-balance sheet, where visibility
is lower
**Earnings before interest, taxes, depreciation, and amortization

2011

Source: IBES, LSEG, Vontobel; as of January 9, 2026.

challenges ahead. Analysts use a wide range of profit-
ability metrics to evaluate stocks. We believe it’s particu-
larly important to focus on measures like return on assets
(ROA) and return on equity (ROE)?, which provide insights
into how efficiently a company utilizes its resources and
generates returns for shareholders. For now, hyperscalers’
12-month forward ROA remains near an all-time high

(at over 16 percent), while their 12-month forward ROE has
declined slightly but remains elevated (at above 27 per-
cent)w.

An eye on hyperscalers

Another potential warning sign would be if hyperscalers
were to take on excessive debt, which can be problem-
atic for several reasons. It often results in higher interest
payments, which can strain cash flow and limit funds
available for other investments. Additionally, it may nega-
tively impact credit ratings, making future borrowing
more expensive or challenging. In a worst-case scenario,
if debt obligations exceed a company’s ability to generate
sufficient income or cash flow, it can lead to insolvency. As
of now, most hyperscalers continue to maintain negative
net debt on their balance sheets (see chart 4). That said,
evaluating companies’ debt levels may become more
challenging going forward, as an increasing amount of debt
is being financed off-balance sheet, reducing visibility.
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Chart 5: Major market peaks typically require a tightening

in financial conditions, which is not the case today
12-month forward P/E

45 ................................................................................................................ B

40 ................................................................................................................ B

35 ................................................................................................................ B

2011 2013 2015 2017 2019 2021 2023 2025

= Nasdaqg Composite: 12-month forward P/E
Deteriorating financial conditions

Source: IBES, LSEG, Vontobel; as of January 9, 2026.

On the sentiment side, it is crucial that financial conditions
do not tighten significantly (see chart 5). What does this
mean? For a bubble to burst, there is typically a “needle”
that pricks the bubble, acting as a trigger. In the three
most recent major episodes—the dot-com bubble of the
late 1990s to early 2000s, the subprime crisis of 2007,
and the regional banking stress of 2023—that needle was
a tightening of financial conditions driven by interest-rate
hikes by the Fed. We currently see little justification for
the Fed to raise interest rates. While inflation remains
above target, the weakening labor market argues in favor
of lower interest rates. We also believe that the next Fed
chair, following the end of Jerome Powell’s term in May,
will likely adopt a more dovish policy stance.

Insider share sales

We could also be cautious if insiders (e.g., tech execu-
tives, founders) begin selling large volumes of shares.
While insider sales can occur for personal reasons, a sig-
nificant, consistent pattern of insider selling could imply
concerns about a company’s future growth prospects. A
similar pattern was observed between September 1999
and July 2000, when insiders at dot-com companies sold
shares totaling USD 43 billion, twice the rate recorded

in 1997 and 1998". At present, there are no clear signs
of excessive insider selling. One potential example

Chart 6: The market is starting to dislike companies
with high debt financing
Credit default swaps (in USD)

2006 2009 2012 2015 2018 2021 2024

— US technology sector’s CDS index (5-year)

Note: A credit default swap (CDS) is a contract between two parties
in which one party purchases protection from another party against
losses from the default of a borrower for a defined period of time.

Source: LSEG, Vontobel; as of January 9, 2026.

(of many) is the possibility of an initial public offering by
OpenAl, which could raise some questions.

To conclude, most of our indicators do not yet suggest
that the Al rally has run “out of memory.” The only signal
that has already materialized is the fact that markets
have indeed grown cautious about hyperscalers’ lever-
age. Credit default swap (CDS)™. spreads for US tech
firms are widening, mostly due to Oracle. This reflects
growing investor concerns about the increasing debt
these companies are taking on to fund massive projects,
such as Al infrastructure (see chart 6).
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Patience after the cut

Christopher Koslowski

Senior Fixed Income &

FX Strategist,

Multi Asset Boutique, Vontobel

The Fed left rates unchanged at its January meeting,
the first hold since July 2025, and Chair Jerome Powell
signaled there’s no urgency to continue cutting, brushing
off Trump’s push for much lower borrowing costs.

The pause matters because it comes right after the Fed
had been easing steadily. At its December meeting,
the Fed lowered the fed funds target range by 25bps, its
third consecutive cut. The overall message still leaned

dovish, but with a clear “don’t get carried away” undertone.

The dovish element was the macro backdrop: a stronger
growth outlook and lower inflation projections, sug-
gesting increased confidence in a soft-landing path. The
hawkish element was the reaction function. The state-
ment, and Powell’s comments, pointed to a preference to
sit tight for a while and let the data guide decisions, rather
than keep cutting mechanically. For 2026, the dots imply
just one 25bps cut, while markets are pricing in closer to
two (see chart 1). Two 25bps cuts by year-end still look
most plausible. Inflation is proving sticky, but the Fed has
an incentive to move in small steps to avoid an unneces-
sary tightening in financial conditions.

Chart 1: Fed is expected to lower rates by further
50 basis points by September 2026
Cumulative implied Fed policy-date change, in %

0.00
-0.25
-0.50
-0.75
-1.00
Mar. 2026 Jun. 2026 Sept. 2026 Dec. 2026 Mar. 2027
One cut
Two cuts

Source: LSEG, Vontobel; as of January 15, 2026.

Under that outcome, front-end yields are poised to grind
lower, while the long end stays range-bound but with

a slight downward bias. In a bullish rates scenario, funda-
mentals deteriorate enough to pull the Fed into faster
easing, driving a bigger front-end rally and dragging lon-
ger-dated yields lower too. In the bearish scenario,
stubborn inflation keeps the Fed on hold for longer. In
that case, the front end remains anchored by policy,
while the long end is more likely to back up as inflation
expectations and term premium rebuild.

One big question is how much new debt the tech sector
will issue, especially from hyperscalers and Al-linked bor-
rowers. Late last year already signaled the direction, when
several hyperscalers printed huge benchmark deals, and
the core group (Amazon, Alphabet, Meta, Microsoft,
Oracle) raised a record amount once both plain-vanilla IG
bonds and structures like joint ventures and special pur-
pose vehicles are included. The issue is funding choice, not
funding need. These companies can self-fund a large
portion of capex, but recent behavior suggests bonds will
remain part of the mix as Al infrastructure spending
ramps up. More supply should mean more concession
around busy issuance windows. Demand for high-quality,
liquid tech credit offsets this, but on balance the heavier

Al pipeline points to wider spreads. This matters because
we’re in a rate-led market: spreads make up only about 16
percent of yield today, versus roughly 38 percent over the
past 15 years (see chart 2), so the credit cushion is thin
and makes returns more sensitive to any widening.

Chart 2: Spread makes up just 16 % of total yield versus
a 15-year average of 38 %
In %

2011 2013 2015 2017 2019 2021 2023 2025

= Option-adjusted spread as a percentege of total yield
Average

Source: LSEG, Vontobel; as of January 15, 2026.
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How 2025 set the tone for more
market breadth in 2026

Mario Montagnani
Senior Investment Strategist,
Multi Asset Boutique, Vontobel

From Al leadership to broader markets: we take a look
at 2025 sector lessons and why we believe 2026 is
poised to favor diversification, Europe, and emerging-
market (EM) equities.

Despite a volatile start, global equity markets ended 2025
in positive territory, showing off a strong ability to absorb
macroeconomic, geopolitical, and monetary policy shocks.
Global sector attribution for the year (see chart 1) high-
lights the main investment themes. First and foremost was
the Al-driven capex complex. While semiconductors
remained the natural starting point, performance drivers
extended across the value chain. Rising energy require-
ments linked to Al supported electrical equipment and
select industrial niches. Defense also stood out as a
meaningful contributor, particularly in Europe, amid a more
complex geopolitical backdrop and improved visibility on
public spending. Financials followed as a solid second-tier
contributor, with banks benefiting from still-elevated
margins and asset quality that proved more resilient than
expected. Pharmaceuticals rounded out the top five,
gaining traction toward the end of the year.

Chart 1: A wider range of subsectors contributed to
stock performance in 2025*

o,
In %
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M Top 2025 performance contributors by subsectors
*Total return attribution in MSCI ACWI
Source: LSEG, Vontobel; as of January 16, 2026.

That’s when investors revisited questions around the
“circular economy” of Al, including rising leverage, limited
visibility on monetization, and the acceleration in capex
spending in the final months of the year. Alphabet’s Gem-
ini 3* breakthrough and the emergence of alternatives to
Nvidia’s graphics processing units contributed to a shift
in leadership within the Al complex and Magnificent 7,
while markets entered a derisking phase, rotating toward
more defensive sectors and supporting a broadening of
market participation (see chart 2).

We believe 2026 is shaping up to be a structurally support-
ive year for equities as we see a combination of macro-
economic, political, and industrial forces that are likely
to translate into a more constructive environment for
growth and corporate earnings. While we reiterate our view
that concerns about a potential technology bubble are
overstated, speculation around it is unlikely to fade. At the
same time, the dynamics we encountered in the final
months of 2025 should continue to support further broad-
ening in market performance.

Against this backdrop, we believe a more selective and
diversified approach to Al and technology investments

is warranted as we move into the new year. From a regional
perspective, this environment could be particularly sup-
portive for European and EM equities, especially as further
US dollar weakness provides an additional tailwind
through improved financial conditions and more attrac-
tive relative valuations.

Chart 2: Market breadth has been improving in the final
quarter of 2025, setting the scene for 2026

Index members trading above their 100-day moving average, in %

Jan.2025 Mar.2025 May 2025 July 2025 Sept.2025 Nov.2025 Jan.2026

= MSCI ACWI Index S&P 500 Index
Linear trend line for MSCI ACWI

Source: LSEG, Vontobel; as of January 16, 2026.
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Basking in the golden glow

Michaela Huber
Senior Cross-Asset Strategist,
Multi Asset Boutique, Vontobel

If commodity markets held their own version of the
Grammy Awards, gold would have walked away with a
handful of accolades in 2025. The yellow metal gained
65 percent last year and turned up the music even more
in early 2026.

Sustained central bank buying, along with growing con-
cerns about currency debasement and rising debt levels,
made gold a compelling asset to own in 2025. In January
2026, concerns over Fed independence resurfaced follow-
ing Donald Trump’s attempt to indict Chair Jerome
Powell. Combined with geopolitical noise out of Venezuela,
Iran, and even the Arctic, these developments drove

the safe haven above USD 5,500 per ounce. Traditional val-
uation metrics now appear to be less helpful, making

it more difficult to determine a “fair value” for gold.

We believe gold’s most likely path is higher, but any future
gains are unlikely to be linear (read: volatile). What do we
mean by that? On the one hand, central banks continue
to have an incentive to diversify their reserves away from
the US dollar. While their recent buying spree has raised
official gold holdings to a bit less than 20 percent of total
reserves, this remains well below historic levels (see

Chart 1: Gold—overvalued but underinvested?

US dollars per ounce

1970 1980 1990 2000 2010 2020

= Gold price
Gold reserves as a share of total reserves (right axis)

Source: LSEG, Vontobel; as of January 29, 2026.

chart 1). Emerging markets in particular, such as China,
may still have catch-up potential. China’s official gold
reserves account for about 8 percent of total reserves.
To put this into perspective, countries like Germany
hold over 70 percent. Overall, this relatively inelastic cen-
tral bank demand is likely to put a floor under prices.
While central banks may temporarily balk at elevated
prices, their long-term objectives should help prevent
gold from falling below USD 4,000 per ounce.

Cooling ETF demand

On the other hand, demand is less inelastic elsewhere.
ETF flows, which were a key driver in 2025, cooled toward
year-end. This was likely due to a combination of profit-
taking and fears about a more hawkish Fed. While the Fed
cut rates three times in the second half of 2025, some
officials signaled that the easing cycle may soon pause
or come to an end. This would be negative for a non-
yielding asset like gold, which benefits from lower rates.

In addition, demand destruction has taken hold in the
jewelry sector, with consumption down 23 percent year-
on-year in Q3 2025 (see chart 2). Some shoppers are
now opting for platinum over gold, while others are gravi-
tating toward 14-karat gold as an alternative to the
traditional 18-karat, or, in the case of key buyer China,
22-to 24-karat gold®.

Chart 2: Total gold demand has risen despite declines
in jewelry sector
In metric tons

Total gold Jewelry Technology  Total bar ETFs and Central
demand and coin similar banks and
products others
= Q32024 Q32025

Source: Metals Focus, World Gold Council; as of September 30, 2025.
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A long hold in Switzerland and
fading US dollar support

Christopher Koslowski

Senior Fixed Income &

FX Strategist,

Multi Asset Boutique, Vontobel

US dollar bears can lean on a simple story: rate expecta-
tions across G-10 economies?® are diverging, and the
pattern isn’t supportive for the dollar. Markets still see
the Fed as having the most room to cut. For years, the
dollar has benefited from the view that US rates would sit
above the pack. If the US is the one easing while others
mostly wait, that advantage starts to erode. Zooming out,
G-10 is expected to stay on hold in the near term, but
with a mild hiking bias further out. That mix, a steady
“no change” stance across much of G-10 in the near
term, plus some tightening risk further out, is another
way the rate backdrop can tilt away from the dollar at
the margin (see chart 1).

In Switzerland, inflation looks like it has found a floor (see
chart 2). December marked a small uptick in both head-
line and core inflation. The firmer tone came mainly from
services, with price increases most visible in areas like
restaurants and hotels. At the same time, imported inflation
stayed very weak, helped by the franc’s earlier strength
pulling foreign prices lower.

Chart 1: Central bank yield expectations point to
headwinds for the US dollar
Cumulative implied change in policy rate, in %

Jan. 2026 July 2026 Jan. 2027 July 2027 Jan. 2028

= US
G-10 excluding the US (average)

Source: LSEG, Vontobel; as of January 15, 2026.

If the franc stops appreciating as aggressively, the disin-
flation impulse from cheaper imports will likely fade.
Combined with more stable energy effects, this points to
inflation staying very low in the near term, then slowly
moving higher as the year progresses. The direction is
upward, but the balance of risks is still skewed to the
downside.

Minutes from the Swiss National Bank (SNB) fit that pic-
ture. December was a clear “on hold” decision, but the
discussion was more two-sided than in September, and
that’s the nuance. The SNB is not in a rush to act and
keeps a high bar for moving below zero, given the poten-
tial costs to the financial system. The SNB also sounds

a bit less worried about a global risk-off shock that would
turbocharge safe-haven demand for the franc, and it
notes the franc has eased slightly since summer as rate
differentials have moved against it.

So, the base case is a long hold phase. The SNB can live
with low, subdued inflation as long as it remains within
the target band and is expected to drift higher over time.
The next shift is more likely to be about rebuilding policy
space once the outlook is clearly stable, so the next move
looks like a later story rather than something imminent.
The Swiss franc is likely to stay firm. With the SNB on hold
for now and hikes only further out on the horizon, sup-
port comes mainly from defensive demand, which means
consolidation in calm markets and quick strength in risk-
off episodes.

Chart 2: Swiss inflation picks up, rebound looks slow

Year-on-year change, in %

SNB inflation target band

Feb.2023  Feb.2024  Feb.2025  Feb.2026 Feb.2027  Aug. 2027

= Switzerland Consumer Price Index (all items)
--- Consensus
SNB forecast

Source: LSEG, Vontobel; as of January 15, 2026.
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Economy and financial markets 2025 -2027

The following list shows the actual values, exchange rates, and prices from 2025, as well as consensus forecasts for
2026 and 2027 for gross domestic product (GDP), inflation/ inflationary expectations, key central bank interest rates,
10-year government bonds, exchange rates, and commodities.

2026 2027
GDP (IN %) 2025 CURRENT? CONSENSUS CONSENSUS

Global (G20) 24 . 27 27

2026 2027 VONTOBEL VIEW
INFLATION CONSENSUS CONSENSUS IN 2026°
Eurozone 18 . 20 .. 2

CONSENSUS CONSENSUS VONTOBEL VIEW
KEY INTEREST RATES (IN %) 2025 CURRENT _ IN3MONTHS _IN12 MONTHS IN 12 MONTHS®

CONSENSUS CONSENSUS VONTOBEL VIEW
GOVERNMENT BOND YIELDS, 10 YEARS (IN %) 2025 CURRENT _ IN3MONTHS _IN12 MONTHS IN 12 MONTHS®

CONSENSUS CONSENSUS VONTOBEL VIEW
FOREIGN EXCHANGE RATES 2025 CURRENT IN 3 MONTHS _IN 12 MONTHS IN 12 MONTHS®

CONSENSUS CONSENSUS VONTOBEL VIEW
COMMODITIES 2025 CURRENT _ IN3MONTHS _IN12 MONTHS IN 12 MONTHS®

Note: Views are as of January 19, 2026. Forecasts are based on current market conditions and assumptions and are subject to change
without further notice. They do not guarantee future results.

Subject to revisions (e.g., potential revisions to 4Q data)

Latest available quarter

Subject to revisions

Latest available month, G20 data only quarterly

1 above consensus, » in line with consensus, ¥ below consensus

Source: Vontobel, respective statistical offices and central banks; as of January 19, 2026.
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Disclosure notice and disclaimer

1. Disclaimer and sources

This document was produced by one or more companies of the Vontobel Group (collectively “Vontobel”) for retail and institutional
clients. The information, analyses and opinions contained on this website has been prepared by Vontobel Asset Management.
Vontobel Asset Management is the brand name for the asset management business of Vontobel Holding AG and its affiliates world-
wide including Vontobel Asset Management, Inc.

This document is for information purposes only and nothing contained in this document should constitute a solicitation, or offer,
or recommendation, to buy or sell any investment instruments, to effect any transactions, or to conclude any legal act of any kind
whatsoever. The analysis provided in this document does not constitute and should not be interpreted as an endorsement of any
political party.

Past performance is not a reliable indicator of current or future performance. The return may go down as well as up, e.g. due to
changes in rates of exchange between currencies. The value of invested monies can increase or decrease and there is no guaran-
tee that all or part of your invested capital can be redeemed. Investing involves risk, including possible loss of principal, and posi-
tive returns, including income, are not guaranteed. References to companies provided for illustrative purposes only. No assumption
should be made as to the profitability or performance of any security associated with them. You should not assume that any invest-
ment is or will be profitable. The value of investments, such as in bonds, equities, currencies, commodities, or gold, is not guaranteed
and may fluctuate due to market conditions, liquidity, or exchange rates, among others.

This material may contain forward-looking statements, which are subject to uncertainty and contingencies outside of Vontobel’s
control. Recipients should not place undue reliance upon these forward-looking statements. It should be noted that there is a risk
that forecasts, predictions, projections, and results described or implied in forward-looking statements may not prove to be correct.

The Vontobel Asset Management website should be used for information purposes only and does not constitute investment
advice nor an opinion regarding the appropriateness of any investment, or an offer, solicitation or recommendation to buy or

sell any investment instruments, or to effect any transactions, or to conclude any legal act of a kind whatsoever. Whether the infor-
mation is appropriate for you should be evaluated considering your objectives, financial situation and needs. Reliance on the
information provided herein is at t sole discretion of the reader.

Although Vontobel believes that the information provided in this document is based on reliable sources, it cannot assume respon-
sibility for the quality, correctness, timeliness or completeness of the information contained in this document. Except as permitted
under applicable copyright laws, none of this information may be reproduced, adapted, uploaded to a third party, linked to, framed,
performed in public, distributed or transmitted in any form by any process without the specific written consent of Vontobel. To

the maximum extent permitted by law, Vontobel will not be liable in any way for any loss or damage suffered by you through use or
access to this information, or Vontobel’s failure to provide this information. Our liability for negligence, breach of contract or con-
travention of any law as a result of our failure to provide this information or any part of it, or for any problems with this information,
which cannot be lawfully excluded, is limited, at our option and to the maximum extent permitted by law, to resupplying this infor-
mation or any part of it to you, or to paying for the resupply of this information or any part of it to you. Neither this document nor any
copy of it may be distributed in any jurisdiction where its distribution may be restricted by law. Persons who receive this document
should make themselves aware of and adhere to any such restrictions. In particular, this document must not be distributed or handed
over to US persons and must not be distributed in the USA.

Indices are shown for illustrative purposes only, are unmanaged and do not take into account market conditions or the costs
associated with investing. Further, the firm’s strategy may deploy investment techniques and instruments not used to generate
Index performance. For this reason, the performance of the firm and the Indices are not directly comparable.

“BLOOMBERG®” and the Bloomberg indices listed herein (the “Indices”) are service marks of Bloomberg Finance L.P. and its affili-
ates, including Bloomberg Index Services Limited (“BISL”), the administrator of the Indices (collectively, “Bloomberg”) and have
been licensed for use for certain purposes by the distributor hereof (the “Licensee™). Bloomberg is not affiliated with Licensee, and
Bloomberg does not approve, endorse, review, or recommend the financial products named herein (the “Products”). Bloomberg
does not guarantee the timeliness, accuracy, or completeness of any data or information relating to the Products.

The MSCI data is for internal use only and may not be redistributed or used in connection with creating or offering any securities,
financial products or indices. Neither MSCI nor any other third party involved in or related to compiling, computing or creating the
MSCI data (the “MSCI Parties”) makes any express or implied warranties or representations with respect to such data (or the
results to be obtained by the use thereof), and the MSCI Parties hereby expressly disclaim all warranties of originality, accuracy,
completeness, merchantability or fitness for a particular purpose with respect to such data. Without limiting any of the foregoing,
in no event shall any of the MSCI Parties have any liability for any direct, indirect, special, punitive, consequential or any other dam-
ages (including lost profits) even if notified of the possibility of such damages.

2. Country-specific guidelines and information

The distribution and publication of this document and the investments described in it may be subject to restrictions in some juris-
dictions due to local laws and regulations. This document and the information contained in it may only be distributed in countries
in which the producer or the distributor holds the applicable licences. If there is no mention to the contrary in this document, it
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may not be assumed that the producer or distributor holds the applicable licences in any specific country. Please note the following coun-
try-specific information must be strictly observed. With the exception of the following distribution-channels, this research report shall be
deemed to be distributed by the company indicated on its cover page.

Additional information for UK clients

This communication is issued and approved by Vontobel Asset Management S.A. London Branch which has its registered office at 3rd Floor,
70 Conduit Street, London W1S 2GF and is authorised and regulated by the Financial Conduct Authority (“FCA”) with Firm Reference Number
966651. Details of its regulatory permissions are available on the FCA Register and can also be obtained upon request from Vontobel Asset
Management S.A., London Branch. Vontobel Asset Management S.A. London Branch is an overseas branch of Vontobel Asset Management
S.A. (“Vontobel”) public limited company registered in Luxembourg and regulated by the Commission de Surveillance du Secteur Financier
(“CSSF”) with reference number A00001304 and S00001011.

Information for German clients
This publication prepared by Bank Vontobel AG is distributed by Bank Vontobel Europe AG, Munich.

Information for Italian clients
This research document prepared by Bank Vontobel AG is distributed according to EU rule 2016/958 by Vontobel Wealth
Management SIM S.p.A, Milano authorized and regulated by Consob, via G.B. Martini, 3—Roma.

Information for Latin American clients

Information provided does not constitute an offer or invitation to buy or sell securities in any jurisdiction where such solicitation or offering
would be unlawful prohibited. The accuracy of the information herein has not been confirmed by the securities market regulator of any count
within Latin America. Information herein does not constitute a public offering to sell shares of any fund within the territory of those countries.

Information for Singapore clients

This document was approved by Vontobel Pte. Ltd., which is licensed with the Monetary Authority of Singapore as a Capital Markets Services
Licensee and Exempt Financial Adviser and has its registered office at 8 Marina Boulevard, Marina Bay Financial Centre (Tower 1), Level 04-03,
Singapore 018981. This document has not been reviewed by the Monetary Authority of Singapore. You are advised to exercise caution and if
you are in doubt about any of the contents of this document, you should obtain independent professional advice.

Information for Hong Kong clients

This document was approved by Vontobel (Hong Kong) Ltd., which is licensed by the Securities and Futures Commission of Hong Kong and
provides services only to professional investors as defined under the Securities and Futures Ordinance (Cap. 571) of Hong Kong and has its
registered office at 1901 Gloucester Tower, The Landmark, 15 Queen’s Road Central, Hong Kong. This document has not been reviewed by the
Securities and Futures Commission. You are advised to exercise caution and if you are in doubt about any of the contents of this document,
you should obtain independent professional advice.

Information for Japan clients

This document is prepared by Vontobel Asset Management Pte. Ltd. (Financial Instruments Business Operator conducting Investment Advi-
sory and Agency Business) (Director of Kanto Local Finance Bureau (Kinsho) No. 3214) in order to provide general information only, and is not
intended as a solicitation for the purchase or sale of any financial instruments, or as a solicitation for an investment management or investment
advisory relationship. This document is to be used solely by your company for the purpose of research and informational purposes, and may
not be copied, reproduced, used for unrelated purposes or provided outside your company without our company’s consent. Although this doc-
ument has been prepared based on information that we believe to be reliable, we do not warrant its accuracy or reliability. The information and
data presented here are as of the date of preparation of this document. The historical performance and wording of this material do not warrant
or imply any future operating results. Past performance is not a predictor of future performance or results. All rights and obligations relating

to the information in this material belong to the information provider, and the content may be varied or modified without notice for any reason
determined by the information provider. Any investment or other judgment based on the information in this material shall be made at the sole
responsibility of the reader, and neither Vontobel Asset Management Pte. Ltd. nor any other information provider shall be held liable in any way
for any loss caused by the information in this material.
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Information for AUS and NZ clients:

This document has been prepared by a company of the Vontobel Group (“Vontobel”). Vontobel is represented in Australia by Vontobel Asset
Management Australia Pty Limited (ABN 80 167 015 698), which is the holder of Australian Financial Services Licence number 453140
(“Vontobel Australia”). Vontobel and Vontobel Australia are also an Overseas Financial Adviser in the meaning of the Financial Advisers Act
2008 of New Zealand (“FAA”) and neither Vontobel nor any of its affiliates or subsidiaries has a presence in New Zealand.

This information is only intended to be provided to persons:
— in Australia if that person is a wholesale client for the purposes of section 761G of the Corporations Act of Australia; and
— in New Zealand if that person is a wholesale client for the purposes of section 5C of the FAA.
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It:
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Glossary and sources

Source: Time article, published January 9, 2026. time.com/7344540/trump-venezuela-maduro-sphere-of-influence/

The “One Big Beautiful Bill” combines many major policy changes, such as taxes, spending, border security, and regulations.

“Underweight” means the Vontobel Multi Asset Investment Committee has a lower preference for an asset class or sub-asset class. This
reflects the belief that the asset class is less attractive relative to others in the current market environment. It is not a recommendation to
avoid the asset entirely but suggests a reduced allocation.

“Neutral” means the Vontobel Multi Asset Investment Committee has neither a higher nor lower preference for an asset or sub-asset class.
This reflects a balanced view, where the asset class is expected to perform in line with its historical or market-average performance. It is not
a recommendation to take action but suggests maintaining the current allocation.

“Overweight” means the Vontobel Multi Asset Investment Committee has a higher preference for an asset class or sub-asset class. This
reflects the belief that the asset class is more attractive relative to others in the current market environment. It is not a recommendation to
invest heavily but suggests increasing the allocation.

“Underweight”, “neutral” and “overweight” classifications are internal views of the investment committee and should not be construed as
recommendations for individual investors or a call to action. It merely reflects Vontobel’s outlook on the expected value development of a par-
ticular asset class. These evaluations are distributed solely for informational purposes to a wider audience and are not tailored to a specific
customer group.

6

The Shiller Price-to-Earnings (PE) ratio is a stock market valuation tool that divides the current market price by the average of the last 10
years’ inflation-adjusted earnings, smoothing out business cycle fluctuations to show long-term value and predict future returns, indicating
if a market is overvalued or undervalued.

Source: Standford Human-Centered Artifical Intelligence (HAI) Institute’s 2025 Al Index Report. hai.stanford.edu/ai-index/2025-ai-index-report

Source: Fortune article, published September 10, 2025. fortune.com/2025/09/10/ai-adoption-declines-big-companies-human-skills-premi-
um-education-gen-z/

ROA shows how efficiently a company uses its assets to generate profit. ROE shows how effectively a company uses shareholders’ money
to generate profit.

US hyperscalers without Oracle.

Source: Ted article, published December 4, 2018. ideas.ted.com/an-eye-opening-look-at-the-dot-com-bubble-of-2000-and-how-it-shapes-

our-lives-today/

A credit default swap (CDS) is a contract between two parties in which one party purchases protection from another party against losses
from the default of a borrower for a defined period of time.

Refers to the release of a more advanced generation of its Gemini Al model, with improved reasoning capabilities, multimodal performance,
and efficiency.

China is rumored to have substantial unofficial gold holdings, making it difficult to determine its total gold reserves. Unofficial estimates put
China’s gold reserves at up to 5500 metric tons, more than double the officially reported holdings.

Chinese culture highly values gold purity, with a strong preference for 24-karat (pure) gold, symbolizing wealth and fortune, though 22-karat
(91.6 percent gold) is also popular, especially for wedding jewelry and durable everyday wear, striking a balance between high purity and
better resilience against scratches.

Group of 10 major developed economies whose currencies and interest rates are widely traded in global financial markets.
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