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The global economy is expected to experience a slowdown during the winter

quarters. Given ongoing economic challenges in Germany and China, much wiill

depend on whether the United States can avert a recession. Economic indicators

in Europe are anticipated to show improvement in the latter half of the year.

By 2025, most economists were captivated by po-
litical events unfolding in the US. The sheer fre-
quency of previously unimaginable policy an-
nouncements from the Trump administration was
astonishing. Many of these changes contradicted
established economic principles, prompting econ-
omists to grow increasingly cautious about the
global economic outlook.

There is no doubt that the US economy sig-
nificantly influences future global growth. Not
just because it represents between one-fifth and
one-quarter of global demand (depending on ex-
change rates used), but also because the US dol-
lar remains the world's leading currency.

Asian economies on the rise

However, it's important to remember that the rest
of the world accounts for around 75 to 80 percent
of global demand. In fact, if you exclude trade with
the US, international trade comprises over 90 per-
cent of global trading activity.

Remarkably, India and China together now
generate more demand for global goods and ser-
vices than the US. Even when acknowledging that
China's official growth figures may be inflated, its
real average growth rate far exceeds America’s;
even during a recession, China's economy cur-
rently outpaces the US. Meanwhile, India is grow-
ing at an 8 percent rate.

These dynamics help explain several phenom-
ena: first, that the world economy is more stable
than US-centric economists often claim; second,
that inflation remains stubbornly high in many ma-
jor countries; and third, the strong performance of
emerging market assets in 2025.

Asia’s economic strength relative to other re-
gions is expected to persist, contributing to greater
global stability. At the same time, this shift is likely
to provoke ongoing political tensions as Asian na-
tions seek increased influence on the world stage.
Additionally, robust demand from the Far East will
continue to drive inflation while wage inflation in

Fig. 1: Global economic growth slowly retrenching
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Global economic growth decelerated
modestly in the fourth quarter of 2025,
despite robust performance from the
United States. Overall growth cur-
rently aligns with trend levels, under-
pinned by vigorous economic activity
in emerging markets. Sentiment indica-
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tors imply there may be a slight further
slowdown in the first quarter.
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industrialized economies is outpacing consumer
prices — a so-called "second-round effect” that
appears more persistent than many anticipate and
may have future implications for financial markets.

“Asia continues to outperform
Europe and the US."

Future risks of a global recession
If US tariffs trigger a downturn in Asia and Eu-
rope or the US slips into recession, profit margins
could quickly deteriorate. With aging populations,
reduced working hours, and Al technologies not
yet fully offsetting labor needs, companies may be
compelled to pay higher wages despite the down-
turn — an issue intensified by mounting fiscal pres-
sures in developing nations.

Increased spending on social security, de-
fense, and infrastructure must all be funded. Con-
ventional wisdom suggests these burdens will

fall on younger generations. However, if labor be-
comes scarcer, young workers could find them-
selves with enough leverage to negotiate and shift
higher taxes onto employers.

While these are long-term considerations and
current geopolitical tensions demand much of our
attention, anticipating major trends remains one of
the greatest contributions economic analyses can
offer to asset management. The next global down-
turn might mark the end of a lengthy period of ris-
ing corporate margins.

Table 1: Macroeconomic estimates (in %)

GDP Growth Inflation Irl\;caetr::t Gr“:‘:’?:{m
Trend 2026E 2027E 2026E 2027E Q12026 y/y01/2026
USA 1.6 1.2 21 25 25 3.75 3.9
Eurozone 11 1.2 15 1.9 1.9 2.00 5.0
UK 1.8 14 14 2.6 2.2 3.75 27
Switzerland 1.2 04 1.6 0.2 0.5 0.00 211
Japan 11 0.6 0.6 25 1.8 0.75 -0.7
China' 45 45 45 0.5 0.6 4.35 73.4
Brazil 1.9 1.8 1.6 45 4.3 15.00 1.1
India 5.0 7.2 6.1 21 41 5.25 14.2
Russia 1.0 0.5 0.5 7.5 55 16.00 1.1
World 31 2.8 31 43 3.9 - -

'China has expanded the statistical scope of M1 as of January 2025

Source: LSEG, Wellershoff & Partners
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Fig. 2: US unemployment rate on an upward trend
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The US labor market has shifted, with
unemployment gradually increasing
over the past two years. Historically,
this often signals an impending re-
cession, which usually begins about a
year after unemployment hits its low-
est point.

Fig. 3: Wage inflation pushes inflation up
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Inflation has eased slowly over the

past year, and this trend will likely per-
sist without a global recession. Since
services make up most of consumer
spending, and wages are their main
cost, rising wage inflation — now higher
than core inflation — boosts consumers’
purchasing power, but puts pressure
on corporate profits.

Fig. 4:

Trade-weighted deviation of the US dollar from PPP
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The US dollar has dropped sharply this
year based on PPP exchange rates
with its major trading partners, but is
still overvalued. With the current ad-
ministration supporting further deval-
uation, both market and political pres-
sures point in the same direction.



Capital Market

The final quarter of 2025 witnessed a mild rise in
the yields of global government bonds. In the US,
10-year Treasury yields traded in a narrow range
between 4.0 and 4.2 percent throughout the quar-
ter. The period was marked by the longest govern-
ment shutdown in US history, which resulted in
significant delays or complete suspension of key
economic data releases. Despite these data gaps.
the Federal Reserve proceeded with a 25 basis
point rate cut at its December meeting, marking
the third reduction of the year. The decision was

“10-year JGB yields surged 100 basis
points in 2025 to reach 2 percent, a
level not seen since the global
financial crisis.”

supported by an unexpected decline in inflation
and persistent labor market weakness. Notably,
the meeting revealed growing divergence among
FOMC members regarding the appropriate rate
trajectory for the coming year.

Internationally, the most significant develop-
ment occurred in Japan. Inflation has remained
persistently above the Bank of Japan's target for
over 12 months, driving 10-year Japanese govern-
ment bond yields 100 basis points higher in 2025
toreach 2 percent, alevel not seen since the global
financial crisis. The Bank of Japan responded with
its second rate hike of 2025 at its December meet-
ing. The move triggered brief market volatility as
investors feared a replay of the carry-trade unwind
witnessed in summer 2024, which caused sub-
stantial market dislocations. While broader market
concerns quickly subsided, domestic Japanese
banks and insurance companies face potential
market-to-market losses on their bond portfolios.

In contrast to the active monetary policy ad-
justments in the US and Japan, the European Cen-
tral Bank (ECB) faces limited policy flexibility. Hav-
ing already reduced its key rate by 100 basis points
over the course of the year, the ECB held rates
steady as inflation remained anchored at 2.7 per-
cent for three consecutive months. Markets have
responded to this stickier inflation environment:
German Bund yields rose throughout the quarter
to close the year at 2.8 percent, approaching the
March peak reached after the government's fiscal
stimulus announcement.

Fig. 5: Money market and capital market interest rates

Yield on 10-Year gov. bonds

— USA — Eurozone United Kingdom
6
5
e 4
3 3
g 2 /W
£ 1
0 “MW
-1
2005 2010 2015 2020 2025
Policy rates
— USA ~— Eurozone United Kingdom
6
5
e 4
38 3 ‘
g 2 ﬂ
£ \
1 n
0 T
-1
2005 2010 2015 2020 2025

Source: LSEG, Wellershoff & Partners

Perpetual Wealth Quarterly Macro Report

Yield Spread: 10-Year vs. 3-month T-Bill
— USA

4
3 {

2

0

— Eurozone United Kingdom

I
[}
o
[0
£ W Y
-1 MM
-2
2005 2010 2015 2020 2025
3 month rates & futures
— EUR — UuUsDbD Carry
5.0 -
g 40 ~_ __—-=-—"
g 30 T ="
3 20 -
£ 40
0.0
1.0
2020 2025 2030 2035



Disclaimer

This report has been exclusively prepared and published by Wellershoff &
Partners Ltd. for Perpetual Wealth AG. This publication is for your informa-
tion only and is not intended as an offer, or a solicitation of an offer, to buy or
sell any investment or other specific product. The analysis contained herein
is based on numerous assumptions. Different assumptions could result in
materially different results. Certain services and products are subject to le-
gal restrictions and cannot be offered worldwide on an unrestricted basis.
Although all information and opinions expressed in this document were ob-
tained from sources believed to be reliable and in good faith, no representa-
tion or warranty, express or implied, is made as to its accuracy or complete-
ness. All information and opinions indicated are subject to change without
notice. Some investments may not be readily realizable if the market in cer-
tain securities is illiquid, and therefore valuing such investments and iden-
tifying the risks associated therewith may be difficult or even impossible.
Trading and owning futures, options, and all other derivatives is very risky
and therefore requires an extremely high level of risk tolerance. Past perfor-
mance of an investment is no guarantee for its future performance. Some
investments may be subject to sudden and large falls in value and on re-
alization you may receive back less than you invested or may be required
to pay more. Changes in foreign exchange rates may have an adverse ef-
fect on the price, value orincome of an investment. We are of necessity un-
able to take into account the particular investment objectives, financial sit-
uation and needs of our individual clients and we recommend that you take
financial and/or tax advice as to the implications (including tax liabilities)
of investing in any of the products mentioned herein. This document may
not be reproduced or circulated without the prior authorization of Perpetual
Wealth AG or Wellershoff & Partners Ltd. Perpetual Wealth AG and Weller-
shoff & Partners Ltd. expressly prohibit the distribution and transfer of this
document to third parties for any reason. Neither Perpetual \WWealth nor Wel-
lershoff & Partners Ltd. will be liable for any claims or lawsuits from any third
parties arising from the use or distribution of this document. This report is
for distribution only under such circumstances as may be permitted by ap-
plicable law.
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