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• Year-end: policy scars and pivots. As we approach year-end, markets are closing a period defined more by adjustment than disruption. The
tariff episode in April left a visible—but ultimately contained—scar on sentiment, reinforcing uncertainty around the policy direction under the
new administration. More consequential was the Fed’s summer shift, which helped stabilize financial conditions and reduce tail risks, as inflation
continued to ease with little evidence of sustained tariff-driven price pressure. Looking ahead, the planned change in Fed leadership in 2026 is
widely seen as tilting the institution toward a more accommodative bias, reinforcing expectations that the tightening phase is firmly behind us.

• An economy with tailwinds, despite contradictory signals. The US economy continues to benefit from a rare alignment of supportive forces:
easier monetary conditions, ongoing fiscal support, and an increasingly tangible AI-driven investment cycle. At the same time, economic signals
remain mixed. Survey data, particularly consumer confidence, continues to soften, while hard data—especially consumption—remains resilient.
Business surveys are improving at the margin across both manufacturing and services. Employment is the notable exception, cooling more
clearly and now flirting with contraction. If this adjustment remains orderly, it may be the final step needed to bring inflation sustainably closer
to target, allowing a more balanced macro backdrop to re-emerge.

• Global momentum: divergence without recession. At the global level, growth momentum is edging higher in the US and Europe, with Japan
also holding up better than expected. China, by contrast, continues to disappoint, weighed down by a prolonged real estate crisis and
persistently weak consumption. Importantly, this divergence has not translated into a meaningful increase in recession risk across developed
markets. The global cycle remains uneven, but far from fragile.

• Markets and asymmetry: valuations vs. risk. Equity markets face a distinctly asymmetric risk profile. On the downside, risks look largely
“business as usual”: a potential cyclical slowdown rather than the unwinding of a speculative bubble. By contrast, the upside tied to AI-driven
productivity and earnings gains is unusually large—arguably far larger than in prior cycles. While US equities may appear expensive in absolute
terms, valuations have compressed globally, and growth prospects remain more compelling in the US than elsewhere. In fixed income, the
message is more straightforward: with credit spreads tight and the yield curve steepening, the risk-reward increasingly favors extending
duration over adding credit risk.

• Dollar dynamics and easing Treasury concerns. Against a backdrop of resilient growth, gradually easing inflation, and current account and fiscal
deficits starting to narrow, we expect concerns around the US Treasury market—issuance and foreign demand in particular—to recede. As
inflation trends and monetary policy regimes converge across major economies, relative growth differentials regain importance, arguing for a
firmer US dollar into year-end and early 2026.
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Boreal Investment Policy

Overweight+ Underweight– Neutral=

Asset Class View Rationale
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US Investment Grade + Treasury bonds offer protection against an economic slowdown and / or increased risk aversion. We favor short to medium 
maturities

US Credit + Interest rate cuts, controlled inflation, and resilient consumption have reduced the likelihood of a recession. While credit spreads 
have narrowed, investment-grade bonds remain attractive, as the default rate is expected to stay low

EU Investment 
Grade + The economy is showing greater signs of weakness, and inflation has fallen faster within the target range, providing the ECB with 

ample room for cutting rates. We prefer government bonds and high-quality corporates

European Credit = Prospects for European credit have improved since it is expected that the ECB will follow the Fed in lowering rates. However, the 
European economy remains more vulnerable to a downturn

Emerging Markets = The prospect of a weaker dollar spurred by the Fed's interest rate cuts has marginally enhanced the appeal of emerging market 
debt
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US + Supported by earnings growth that justifies current valuations. Beyond AI-infrastructure names, we see limited signs of euphoria, 
and believe a broad part of the market merits an “option premium” reflecting AI-driven earnings opportunities ahead.

Europe = The European economy is showing an unexpected resilience despite the slump in manufacturing. With the core economies barely 
growing and the risk that tariffs pose to the important export sector, we see less upside

Asia = We recommend investing selectively in the region. Despite low valuations, China remains an area of concern

Emerging Markets – Emerging market stocks tend to be more cyclical, and there are fewer high-quality stocks. The risk of tariffs diminish their appeal in 
the short term

Sectors & Themes + To complement our core allocation, we favor Healthcare and companies that pay sustainable dividends
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Hedge Funds – Multi-strategy / multi-manager hedge funds with daily liquidity are having a disappointing performance, particularly when 
compared with other less risky alternatives, like short-term corporate bonds

Commodities = Commodity prices have been driven up by (and not caused by) inflation, as well as the war in Ukraine. We do not expect these 
levels to be sustainable in the long term

Private Equity = Investing in late-stage private equity provides access to the asset class with liquidity provision up to a certain degree 
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Fed vs. Markets : A Persistent Wedge
Markets anticipate a faster easing cycle than signaled by the FOMC for 2026

• Markets price roughly two additional 25bp cuts in 2026 versus the Fed’s median dot, reflecting confidence that disinflation will continue and that the
labor market may need a more accommodative stance. The gap reflects a late-cycle pattern: markets look ahead, while the Fed remains anchored to
realized data and institutional caution.

• Leadership transition and strategy both matter. With Chair Powell set to be replaced in May 2026, investors increasingly expect a more dovish bias.
More broadly, the strategic calculus favors easing: it is typically easier—and less costly—to cut rates than to raise them again.

Source: Bloomberg
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Labor Market: Weakening Momentum Persists
Rising slack supports further disinflation

• Recent payroll data confirms a clear cooling trend. Job growth contracted in October and showed only a modest rebound in November, pointing to
weakening labor demand and slower employment momentum.

• Unemployment is rising, but from low levels. While the pace of increase bears watching—as rapid rises have historically preceded recessions—current
levels remain low by historical standards. An orderly cooling of the labor market may be a necessary step to bring inflation sustainably back to target,
rather than a signal of imminent stress.

Source: Bloomberg
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A Slow, Steady Descent
Services cool gradually as goods prices turn mildly positive

• Core PCE confirms a slow but persistent disinflation trend, driven primarily by services, where price pressures continue to ease at a very gradual pace.
Progress is steady rather than spectacular, consistent with a soft-landing environment rather than a sharp slowdown.

• Goods inflation has turned positive again, a departure from the pre-pandemic norm of structurally negative goods prices. While still modest, this shift
may reflect early tariff effects, suggesting that goods prices could reintroduce mild friction into the disinflation process without derailing it.

Source: Bloomberg
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Soft vs. Hard Data: A Persistent Disconnect 
Actions diverge from attitudes

• Consumer sentiment continues to deteriorate, with surveys showing a sharp decline in the perception that jobs are abundant—now well below pre-
pandemic levels. Confidence indicators increasingly reflect labor market anxiety rather than actual income or spending constraints.

• Consumer behavior tells a different story. Despite weaker sentiment, consumption remains broadly stable, suggesting households are still spending
based on realized income and balance sheets rather than surveys. For now, actions continue to diverge from attitudes.

Source: Bloomberg
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Global Momentum: Divergence Without Recession
US and Europe surprise to the upside as China remains a drag

• Growth momentum is improving on the margin in the US and Europe, with recent data coming in above expectations and reinforcing a low near-term
recession probability across developed markets. The cycle remains uneven, but the direction of travel is stabilizing rather than deteriorating.

• China continues to disappoint, weighed down by a prolonged real estate crisis and persistently weak consumption. This divergence matters for global
composition and sentiment, but so far it has not translated into systemic stress elsewhere.

Source: Bloomberg
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Term Premia Over Credit Spreads
Tight spreads and a steeper curve shift the risk-reward

• Credit spreads remain tight, offering limited compensation for downside risk at a late stage of the cycle. With little buffer against growth or liquidity
shocks, adding credit risk looks increasingly asymmetric.

• A steeper yield curve improves the case for duration. Higher term premia and more attractive carry favor extending interest-rate exposure rather than
reaching for yield through credit, particularly in government bonds.

Source: Bloomberg
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Asymmetric Risk Compensates for Tight Premia
Limited downside, unusually large upside potential

• Equity downside risks look largely “business as usual.” Valuations leave less room for disappointment, but there are no clear signs of speculative
excesses or bubble dynamics. A cyclical slowdown remains a risk, yet one that markets have historically been able to absorb.

• Upside asymmetry remains meaningful, especially in the US. AI-driven productivity and earnings gains represent a larger opportunity set than in prior
cycles, even as global equity risk premia have compressed. While US equities appear expensive in absolute terms, growth prospects remain more
compelling than elsewhere.

Source: Bloomberg
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Fundamentals Will Prevail Over Narratives
Improving balances and growth differentials support USD

• Trade and fiscal deficits are starting to narrow, easing concerns around US Treasury issuance and foreign demand. Combined with resilient growth and
gradually easing inflation, this reduces pressure on the US funding outlook at the margin.

• As inflation and monetary policy regimes converge globally, relative growth differentials regain importance. With the US still offering stronger growth
dynamics, this backdrop argues for a firmer US dollar into year-end and early 2026.

Source: Bloomberg
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Scenario 1
Policy mistake - Too Loose, Too Tight

Scenario 2
Tailwinds Power Continued Expansion

Scenario 3
AI - Boom or Bust?
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• Inflation remains above target, supported by a tight labor 
market, resilient housing and possible renewed trade frictions.

• The Fed misjudges the balance between growth and inflation: 
it keeps policy too restrictive for too long or, alternatively, 
eases prematurely and is later forced into a more aggressive 
tightening cycle.

• Pro-growth policies, solid balance sheets and accommodative 
monetary and fiscal stances extend the business cycle.

• Disinflation continues, allowing the Fed to start a gradual 
cutting cycle toward a neutral stance without reigniting 
inflation.

• Robust real growth narrows the fiscal deficit at the margin, the 
yield curve steepens slightly, credit spreads stay tight and 
corporate earnings rise steadily.

• AI has the potential to lift productivity and corporate earnings 
significantly, but also to generate economic and social 
disruption, as well as episodes of market euphoria and panic.

• Large investments in AI-related infrastructure support growth 
in the short term, while creating the risk of overcapacity and 
disappointment if the technology or its adoption falls short of 
expectations.
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• Equities decline as earnings expectations are revised down and 
valuation multiples compress, although the “Fed put” limits 
the depth of the correction once policy turns easier.

• Credit underperforms as spreads widen from historically tight 
levels and investors demand more compensation for risk.

• High-quality sovereign debt rallies on “flight to quality” flows 
and the prospect of lower policy rates; cyclical and commodity-
linked assets lag.

• The US dollar tends to appreciate in risk-off phases and if the 
Fed remains relatively hawkish, but could weaken if the US 
slowdown leads the global cycle and rate cuts become more 
aggressive.

• Equities are supported by healthy earnings growth and broadly 
constructive policy, with leadership gradually broadening 
beyond mega-cap technology.

• Credit performs well: default rates stay low and spreads 
remain contained, allowing carry to dominate returns.

• High-quality and sovereign debt deliver solid income and some 
potential price upside if long-term yields drift lower as policy 
rates are cut.

• Commodity prices firm on economic strength; the US dollar 
remains broadly stable, supported by growth and positive real 
rate differentials versus most peers.

• Over time, it is hard to ignore AI’s positive impact on earnings 
and margins across many sectors, which can “lift all boats” and 
justify higher valuations, especially for AI leaders.

• At the same time, high expectations and crowded positioning 
increase the risk of sharp corrections when earnings, 
regulation or technology outcomes disappoint, leading to 
boom-and-bust episodes in AI-linked assets (with spillovers to 
the broader market).

• The effect on interest rates and inflation is non-linear: a capex 
boom may keep demand and real rates elevated in the 
transition, while productivity gains could become 
disinflationary only with a lag, making the path for policy rates 
harder to read.
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15% 65% 20%

Short-term catalyzers
AI-driven productivity boost, De-escalation in Ukraine/Middle East conflicts drives down energy prices, Further slowdown in core inflation

Other risks
Crypto bubble, Cybersecurity, Debt ceiling, (Geo)Political risks, China/Europe slowdown, Housing market correction 
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Investment scenarios
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Boreal Balanced Portfolio USD
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Boreal Investment Profiles

Strategic Asset Allocation
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Boreal Balanced Portfolio – Asset Allocation evolution
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Legal Disclaimer Boreal Capital Management AG
Investment advisory products and financial services are provided by Boreal Capital Management Ltd (“Boreal”), a Swiss external asset manager regulated by the SRO AOOS.

Boreal Capital Management Ltd is not permitted to give legal or tax advice. Only an attorney can draft legal documents and provide legal services and advice. Clients of Boreal should consult with their legal
and tax advisors prior to entering into any financial transaction or estate plan.

The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Boreal makes no representation or guarantee as to their timeliness, accuracy or
completeness or for their fitness for any particular purpose. The information contained herein does not purport to be a complete analysis of any security, company, or industry involved. Opinions and
information expressed herein are subject to change without notice. Boreal and/or its affiliates may have issued materials that are inconsistent with or may reach different conclusions than those represented
in this document, and all opinions and information are believed to be reflective of judgments and opinions as of the date that material was originally published. Boreal is under no obligation to ensure that
other materials are brought to the attention of any recipient of this document. Boreal accepts no liability whatsoever and makes no representation, warranty or undertaking, express or implied, for any
information, projections or any of the opinions contained herein or for any errors, omissions or misstatements in the document. Boreal does not undertake to update this document or to correct any
inaccuracies which may have become apparent after its publication.

This material is not to be construed as an offer to sell or a solicitation of an offer to buy any security nor a solicitation to buy, subscribe or sell any currency or 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 authorized or to any person to whom it would be unlawful to make such an offer
or invitation. The information and material presented herein are for general information only and do not specifically address individual investment objectives, financial situations or the particular needs of
any specific person who may receive this presentation. It does not replace a prospectus or any other legal document relating to any specific financial instrument which may be obtained upon request from
the issuer of the financial product. In this document Boreal makes no representation as to the suitability or appropriateness of the described financial instruments or services for any recipient of this
document nor to their future performance. Each investor must make their own independent decision regarding any securities or financial instruments mentioned in this document and should independently
determine the merits or suitability of any investment. Before entering into any transaction, investors are invited to read carefully the risk warnings and the regulations set out in the prospectus or other legal
documents and are urged to seek professional advice from their financial, legal, accounting and tax advisors with regard to their investment objectives, financial situation and specific needs. The tax
treatment of any investment depends on your individual circumstances and may be subject to change in the future. Boreal does not provide any tax advice within this document and the investor’s individual
circumstances were not taken into account when providing this document.

Investing in any security or investment strategies discussed herein may not be suitable for you, and you may want to consult a financial advisor. Nothing in this material constitutes individual investment,
legal or tax advice. Investments involve risk and any investment may incur either profits or losses. The investments mentioned herein may be subject to risks that are difficult to quantify and to integrate into
the valuation of investments. In general, products with a high degree of risk such as derivatives, structured products or alternative/non-traditional investments (such as hedge funds, private equity, real
estate funds etc.) are suitable only for investors who are capable of understanding and assuming the risks involved. The value of any capital investment may be at risk and some or all of the original capital
may be lost. The investments are exposed to currency fluctuations and may increase or decrease in value. Fluctuations in exchange rates may cause increases or decreases in your returns and/or in the value
of the portfolio. The investments may be exposed to currency risks because a financial instrument or the underlying investment of a financial instrument is dominated in a currency different from the
reference currency from the portfolio or other than the one of the investor’s country of residence.

This document may refer to the past performance of financial instruments. Past performance does not guarantee future results. The value of financial instruments may fall or rise. All statements in this
document other than statements of past performances and historical facts are “forward-looking statements” which do not guarantee the future performance. Financial projections included in this document
do not represent forecasts or budgets but are purely illustrative examples based on series of current expectations and assumptions which may not eventuate. The actual performance, results, market value
and prospects of a financial instrument may differ materially from those expressed or implied by the forward-looking statements in this document. Boreal disclaims any obligation to update any forward-
looking statement as a result of new information, future events or otherwise. The information contained in this document is neither the result of financial analysis within the meaning of the Swiss Banking
Association “Directive on the Independence of Financial Research” nor of independent investment research as per EU regulation on MiFID provisions.

Unless otherwise stated, the portfolios and its performances herein do not account for costs, fees, commissions, expenses charged on issuance and redemption of securities or other, nor any taxes that may
be levied and / or charges, have no track record and have not been independently audited. Boreal shall accept no liability for any loss arising from the use of this material, nor shall Boreal treat any recipient
of this material as a customer or client simply by virtue of its receipt. The information herein is not intended for any person residing in any jurisdiction in which it is unlawful to distribute this material.

This document is confidential and is intended only for the use of the person to whom it was delivered. This document may not be reproduced in whole or in part or delivered to any other person without the
prior written approval of Boreal.
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Legal Disclaimer Boreal Capital Management LLC, Boreal Capital Securities LLC and Boreal Capital Holdings LLC
Investment advisory products and services, are provided by Boreal Capital Management LLC, an investment adviser regulated by the Securities and Exchange Commission; investment products, trade
execution and other services may be offered by Boreal Capital Securities LLC, a member of the FINRA and SIPC. Boreal Capital Management LLC and Boreal Capital Securities LLC are subsidiaries of Boreal
Capital Holdings LLC.

Boreal Capital Holdings LLC, Boreal Capital Management LLC and Boreal Capital Securities LLC, their affiliates, and the directors, officers, employees and agents (collectively, “Boreal”) are not permitted to
give legal or tax advice. While Boreal can assist clients in the areas of estate and financial planning, only an attorney can draft legal documents and provide legal services and advice. Clients of Boreal should
consult with their legal and tax advisors prior to entering into any financial transaction or estate plan. The opinions and information contained herein have been obtained or derived from sources believed to
be reliable, but Boreal makes no representation or guarantee as to their timeliness, accuracy or completeness or for their fitness for any particular purpose. The information contained herein does not
purport to be a complete analysis of any security, company, or industry involved. This material is not to be construed as an offer to sell or a solicitation of an offer to buy any security. Opinions and
information expressed herein are subject to change without notice. Boreal and/or its affiliates may have issued materials that are inconsistent with, or may reach different conclusions than, those
represented in this document, and all opinions and information are believed to be reflective of judgments and opinions as of the date that material was originally published. Boreal is under no obligation to
ensure that other materials are brought to the attention of any recipient of this document.

The information and material presented herein are for general information only and do not specifically address individual investment objectives, financial situations or the particular needs of any specific
person who may receive this presentation. Investing in any security or investment strategies discussed herein may not be suitable for you, and you may want to consult a financial advisor. Nothing in this
material constitutes individual investment, legal or tax advice. Investments involve risk and any investment may incur either profits or losses. Past performance does not guarantee future results. Unless
otherwise stated, the portfolios and its performances herein do not account for costs, fees and / or charges, have no track record and have not been independently audited. Boreal shall accept no liability for
any loss arising from the use of this material, nor shall Boreal treat any recipient of this material as a customer or client simply by virtue of its receipt. The information herein is not intended for any person
residing in any jurisdiction in which it is unlawful to distribute this material.

Securities investments, products and services:

• Are not FDIC or Government Agency Insured

• Are not Bank Guaranteed • May Lose Value

• The information and materials presented here are not intended for persons in jurisdictions where it is unlawful to distribute such information and materials. 
For further information, please consult your legal advisor.



18

ZURICH
Talstrasse 82

Postfach 2726
CH-8022 Zurich

+41-44-256-8050

MIAMI
1450 Brickell Avenue

Suite 2900 Miami
FL 33131 Florida
(305) 459-5400

www.borealcm.com




	Investment Policy
	Our market view in a nutshell – December 2025
	Boreal Investment Policy
	Fed vs. Markets : A Persistent Wedge�Markets anticipate a faster easing cycle than signaled by the FOMC for 2026
	Labor Market: Weakening Momentum Persists�Rising slack supports further disinflation
	A Slow, Steady Descent�Services cool gradually as goods prices turn mildly positive
	Soft vs. Hard Data: A Persistent Disconnect �Actions diverge from attitudes
	Global Momentum: Divergence Without Recession�US and Europe surprise to the upside as China remains a drag
	Term Premia Over Credit Spreads�Tight spreads and a steeper curve shift the risk-reward
	Asymmetric Risk Compensates for Tight Premia�Limited downside, unusually large upside potential
	Fundamentals Will Prevail Over Narratives�Improving balances and growth differentials support USD
	Investment scenarios
	Boreal Balanced Portfolio USD
	Boreal Investment Profiles
	Boreal Balanced Portfolio – Asset Allocation evolution
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19

