@1 AT @)
CHINA CITIC BANK INTERNATIONAL

Will 2026 Replicate 2025’s Global Market Boom?

Video highlights:

Global stocks market performed well in 2025 was driven by factors including central bank
rate cuts, the transition of Al from concept to practical applications and valuation re-ratings
etc. Specifically, the Asian market benefited not only from the Al theme but also from
depreciating USD.

In 2026, we may see a divergence in global monetary policies. Central banks in Australia,
New Zealand, Canada, and Japan may consider rate hikes, while the pace of rate cuts in
the US and Europe could slow down. Coupled with the US midterm elections and the
transition of the Fed Chair, these factors could lead to more volatile and unpredictable
capital flows.

From 1974 to now, historical data showed that the S&P500 index typically sees significant
gains in the period leading up to midterm elections, rising in 9 out of 13 instances (a nearly
70% success rate) with an average gain of over 15%. The down years were primarily
influenced by significant headwinds, such as the oil crisis, the Gulf War, economic
recessions, and aggressive rate-hike cycles.

However, as the voting date approaches, political uncertainty tends to intensify market
volatility. For example, when calculating from two, four, or six months prior to the vote, the
win rate drops to approximately 54%, reflecting how political uncertainty amplifies market
volatility.

Looking into the Asian market, Al companies are significantly increasing capital
expenditure and innovating in functions and applications, driving demand for hardware and
cloud providers, which directly benefits Asian tech manufacturers. However, investors
could also pay attention to the Fed rate cuts and local fiscal stimulus may bolster the US
recovery, potentially strengthening the USD and affecting the inflows into Asia. Thus, a
balanced strategy while focusing on high-growth Al themes and diversifying into defensive
Asian high-dividend stocks is worth considering.

Historical data showed that from the past five years (excluding 2025), high-dividend stocks
outperformed the broader Asian market in the remaining four years. Beyond offering
attractive yields, they exhibit lower volatility, providing superior risk-adjusted returns for
portfolios.

In the bond market, global central banks have room to raise interest rates, and the potential
of the Fed slowing down its rate cut pace, which would put pressure on bond prices.
Currently, whether investment-grade or high-yield bonds, credit spreads have narrowed to
historically low levels, indicating limited upside potential in bond prices, and an expectation
that yield income will form the primary source of potential returns in the fixed-income market.
In addition to managing duration, bond portfolios could be diversified across various fixed-
income sectors. The yields for most global fixed-income assets currently exceed those of
US Treasuries, and their unique characteristics could help bond portfolio to mitigate
sensitivity to interest rate risk.

Full version is only available in Chinese language.
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Important Note and Risk Disclosure Statement

This document is issued by China CITIC Bank International Limited (“the Bank”) and used for reference
purpose only. The information or opinion herein is not to be construed as professional investment advice or
any offer of, or invitation by or on behalf of the Bank to any person to purchase or sell or acquire or invest in
any investment products. The information or opinion presented has been developed internally and/or taken
from sources believed to be reliable, but the Bank makes no warranties or representation as to the accuracy,
correctness, reliabilities or otherwise with respect to such information or opinion, and assume no responsibility
for any omissions or errors in the content of this document. For information which is provided by the Information
Provider and other companies such as fund houses, it is being re-transmitted by the Bank in the ordinary
course of business to you for general information and reference purposes only. The Bank makes no warranties
or representation as to the accuracy. This document is not intended to provide any investment advice.
Investors should not make investment decisions solely based on the content of this document, nor should they
consider any content in this document as guidance for determining whether individual markets are suitable for
investment. Before making any investment decision, investors should carefully consider the risk factors
relating to an investment product in light of their own financial circumstances, investment objectives and
experiences and other personal circumstances, and should seek appropriate professional advice if necessary.
The Bank accepts no liability for any direct, special, indirect, consequential, incidental damages or other loss
or damages of any kind arising from any use of or reliance on the information or opinion herein.

Investment involves risks, investment value and return may go down as well as up. Past performance of each
investment product is not indicative of its future performance. Losses may be incurred but may not necessarily
result in profits as a result of buying and selling investment product. Investment in emerging markets involves
above average investment risks, such as possible fluctuations in foreign exchange rates, political and
economic uncertainties. The price of securities fluctuates, sometimes dramatically. The price of securities may
move down or up and may become valueless. It is as likely that losses will be incurred rather than profits made
as a result of buying or selling securities.

When investing in high-yield or unrated bonds or related products, investors face higher default risk, credit risk
or liquidity risk, and are more susceptible to the impact of economic cycles. During economic downturns, their
value typically declines more as (i) investors become more risk-averse and (ii) default risk increases. Foreign
currency investments are subject to exchange rate risk which may result in gain or loss. The fluctuation in the
exchange rate of foreign currency may result in losses in the event that customer converts the foreign currency
into HKD or other foreign currencies. Renminbi is not freely convertible at present. The actual conversion
arrangement will depend on the restrictions prevailing at the relevant time.

China CITIC Bank International Limited is an authorized institution under the Banking Ordinance and is
regulated by the Hong Kong Monetary Authority

This document is issued by the China CITIC Bank International Limited and has not been reviewed by the
Securities and Futures Commission ("SFC") or any regulatory authority in Hong Kong.

No part of this document may be reproduced or transmitted in any form or by any means without the prior
written permission of the Bank.



