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MACRO

Trade war: Tariffs set to stay high, but trade policy
uncertainty has likely peaked.

Growth: We expect the global economy to show
good resilience.

Inflation: High in the US; benign in the eurozone;
low in China.

Central banks: Fed to cut rates just twice;
ECB on hold.
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The Trump aftershock

The Compass 2026 at a glance

STRATEGY

Treasuries: A repricing of the Fed and fiscal risks
are set to weigh on the long end.

Bunds: Heavy supply and ECB disinvestment will
likely push yields slightly higher.

BTPs: A healthy macro and political picture is
expected to support demand.

Credit: Amid increasing capex and looser corporate
financial policies we see gradually wider spreads in
European corporates.

Equities: EM corporate profit growth should benefit
from the stronger economic growth in EM relative
to DM.

FX: Selling the USD has not ended yet, with the de-
dollarization process set to continue, but it will
likely become less intense. Room for EUR-USD to
exceed 1.20 in 2026 thus seems quite limited.

CEE

Growth: Pick up in EU fund inflows and a less
negative drag from net exports.

Local drivers: Fiscal dynamics, driven by political
risks, will be in focus.

Central banks: We expect rate cuts in Poland,
Romania and Serbia in 2026.

COMMODITIES

0il: Oil remains bearish in 2026, with Brent at

USD 60-65/bbl due to oversupply.

Gas: Gas prices are likely to ease as EU storage hits
80% and LNG expands.

Gold: We remain constructive on the asset as gold
tailwinds persist but weaken.

Industrial metals: Steel faces oversupply but gains
support from infrastructure, while aluminium and
copper benefit from the ongoing economic recovery.

/.



SUMMARIES > MACRO> STRATEGY> CEE> COMMODITY> FORECAST> @

MACRO P.4
STRATEGY P.5
CEE P.6
COMMODITIES P.7

S x/\@/\o/

The Investment Institute by UniCredit | The Compass 2026 (December 2025) l

Executive
Summaries




SUMMARIES > MACRO> STRATEGY > CEE> COMMODITY> FORECAST> @

Macro
Cautious optimism

GLOBAL: High tariffs and global economic fragmentation are likely here to stay, but trade policy uncertainty has probably
peaked, and firms will likely show adaptive resilience. Al investment has the potential to significantly boost productivity,
but it will take time.

US: The US economy is likely to grow solidly at around 2% per annum over the next couple of years thanks to fiscal easing,
Al investment, reduced policy uncertainty and supportive financial conditions. We expect core inflation to move higher over
the next six months and the Fed to cut interest rates just twice by the end of 2026 to a new normal of 3.5%.

EUROZONE: We forecast GDP to rise by 1.0% in 2026 and by 1.4% in 2027. Exports to the US will probably weaken at the turn
of the year. However, domestic demand will likely continue to expand, leaving GDP on a path of moderate growth, waiting for
Germany’s fiscal boost to kick in. The inflation outlook is benign, and the ECB is probably done cutting interest rates.

GERMANY: We expect the German economy to grow by 1.2% in 2026 and 1.9% in 2027.
Important drivers are the government’s fiscal bazooka and the construction sector.

ITALY: Italy will probably experience moderate GDP growth of 0.6% in 2026 and 0.8% in 2027.
While net exports are likely to remain a drag next year, domestic demand, and particularly the
spending of EU funds, will support economic growth in 2026 and 2027.

CHINA: We expect a further deceleration of the economy, projecting growth of 4.1% in 2026 and 3.8% in 2027,
largely due to the ongoing real-estate correction and cautious consumer spending.
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Higher yields and spreads, but equities remain firm

RATES: We expect long-dated UST vyields to rise next year, due to overly optimistic rate cut expectations and risks to the
fiscal outlook. Fed reinvestment will provide relief to the short end of the UST curve. Heavy supply and ECB disinvestment
will put moderate upward pressure on EGB yields, especially at longer tenors. Italian paper will likely remain supported,
and we see a stabilisation in the swap-Bund spread.

CREDIT: The European credit cycle is in its recovery phase, which argues in favour of gradually higher credit risk premiums,
as corporate leverage is expected to increase moderately. However, solid EBITDA generation and still high corporate cash
reserves suggest default rates will remain contained. We see the iBoxx NFl and Banks Sen indices both at 90bp, the NFI
Sub at 170bp and the HY NFI at 300bp by the end of 2026.

EQUITIES: The trend of rising corporate profits will be a central theme in global stock markets in 2026. EM corporate
profit growth should particularly benefit from the stronger economic growth in EM relative to DM. We expect no further
valuation increase for the US stock market, limiting its performance to earnings growth, while we anticipate the huge
discount that EM valuations offer compared to US stocks will decrease. EM are likely to derive particular benefit from this,
in addition to the continued structural weakness of the USD.

FX: Selling the USD is set to continue, but at a slower pace than in 2025. The room for EUR-USD to exceed 1.20 in 2026
looks limited. USD-JPY will likely return below 150 on new BoJ tightening. UK borrowing concerns and the heavy BoE
easing that we expect in 2026 will likely weigh on sterling. A USD-CNY fall below 7.00 remains equally unlikely.
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Recovery amid downside risks

GROWTH OUTLOOK: Economic growth is set to pick up in most countries, but downside risks prevail.
Household consumption will continue to play a key role as a driver of growth
EU funds, lower interest rates and improving external demand may support a pick-up in fixed-investment activity.
External demand will improve more decisively in 2027.

POLITICAL AND FISCAL RISKS: These will remain in focus in the following countries.
In Czechia, uncertainty over fiscal plans will remain in focus for markets. Risk of slippages are moderate, at least for 2026.
In Poland, we see limited scope for tightening before the 2027 elections, keeping the debt ratio on a steep rise.
In Hungary, post-election consolidation will be needed to safequard stability, in light of the country’s high deficit and debt.
In Romania, fiscal adjustment is on track, with the focus on implementation risks.

INFLATION AND INTEREST RATE OUTLOOK: Cautious central banks will be monitoring geopolitical and domestic fiscal risks.
Poland and Serbia have room for cuts, with inflation remaining in the target range.
In Romania, lower inflation could allow cuts in 2H26, provided fiscal consolidation stays on track.
In Hundgary, rates will be on hold in 2026, as inflation may reaccelerate to 5%. A rate cut may not occur until 2027.
In Czechia, the central bank will likely remain on hold, with inflation remaining above tardet and fiscal risks lingering.
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Commodities
Energy softens, metals navigate supply and macro forces

OIL AND NATURAL GAS: Qil markets remain bearish in 2026, with the Brent forecast at USD 60-65/bbl, amid structural
oversupply (+4.1mb/d). OPEC+ flexibility and geopolitical risks offer limited upside. Natural gas prices are easing as EU
storage has hit 80% and LNG supply is set to expand; we expect TTF prices at EUR 30-35/MWh in 2026.

PRECIOUS METALS: Gold remains resilient above USD 4,000/0z, supported by strong central bank purchases, ETF flows and
persistent geopolitical risks. Upside potential is limited by a firmer USD and stable real rates. We expect gold to trade in the
USD 4,100-4,400/0z range in 2026. Silver should be supported by persistent excess demand, driven not only by its role as a
precious metal but also by green technology and industrial applications, with prices projected to rise to USD 55-60/0z.

INDUSTRIAL METALS: Steel faces oversupply, but robust infrastructure investment supports moderate upside for prices in
2026. Aluminium is under pressure from high energy costs and excess capacity, though global industrial recovery and
decarbonization trends offer medium-term demand (forecast 2026: USD 2,200-2,400/t). Copper should outperform, driven
by a solid macro backdrop as well as electrification and renewable energy, with prices forecast in the USD 10,900-12,000/t
range in 2026.

BATTERY METALS: Nickel is likely to trade rangebound at USD 15,000-16,000/mt in 2026 as inventories rise; BEV demand
could tighten supply. Lithium should remain volatile, averaging USD 10,000/mt in 2026 after sharp swings due to Chinese
demand and supply disruptions. Cobalt surded on DRC export bans but faces a bearish outlook, potentially falling to

USD 12/lb amid rising Indonesian supply.
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Trade policy uncertainty has probably peaked

TRADE DEALS HAVE REDUCED TRADE POLICY UNCERTAINTY
TARIFFS AND TRADE POLICY UNCERTAINTY

30 15.0
25 125
20 10.0
15 — 7.5

10 /RS h— 5.0
5 2.5
0 0.0
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Trade policy uncertainty (thou., rs)
— US effective tariff based on announced tariffs and 2024 import shares, %
— US effective tariff based on actual customs duties and imports, %

Source: Economic Policy Uncertainty, US Census Bureau, US Department of the Treasury, The Yale Buddet Lab, The Investment Institute by UniCredit
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The US Supreme Court is due to rule on
the legitimacy of Trump’s emergency
(IEEPA-based) reciprocal tariffs. A decision
will be issued by June, but experts think it
could already come in January.

If reciprocal tariffs are struck down, Trump
might impose global tariffs of up to 15%
for up to 150 days (under Section 122).
Beyond this, he would probably rely
heavily on other US laws to impose tariffs
(Section 232 targeting specific sectors,
and Section 301 targeting specific
countries).

A transition to a new tariff regime would
raise uncertainty in the near term, as firms
might be eligible for refunds, and it would
be unclear whether trade deals would
remain in place. Markets might not like
this initially, but trade policy uncertainty
has probably peaked.
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Global fragmentation
DECOUPLING BETWEEN CHINA AND THE US
CHINA EXPORTS, % YQY, 6MMA, BY DESTINATION
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Source: China Bureau of National Statistics, The Investment Institute by UniCredit
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The latest US-China trade truce is
likely a tactical pause rather than a
durable peace in the trade war. A
broader process of economic
decoupling is likely to continue,
especially in high-tech sectors and
critical resources.

The EU has been squeezed between
security dependence on Washington
and economic dependence on
Beijing. This delicate balancing act
may be tested again soon, as
Chinese companies might divert
some of their exports from the US to
Europe, and the new US-EU trade
framework created political
obligations for the EU, such as
massive energy purchases and FDI,
which it may not be able to fulfil.



US

Solid growth outlook

THE Al INVESTMENT BOOM
REAL BUSINESS FIXED INVESTMENT, % YOY

——Information Processing Equipment & Software
Total excluding Information Processing Equipment & Software

Source: BEA, The Investment Institute by UniCredit
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We expect solid US GDP growth of 2.1%
in 2026 and 2.0% in 2027, thanks to Al
investment, fiscal support and reduced
policy uncertainty.

The government shutdown will weigh on
4Q25 growth, with the loss almost fully
recouped in 1Q26.

Personal consumption has been
remarkably resilient, driven by spending
by higher-income households. The savings
rate, at 5.3%, is below its 2015-19
average of 6.1%.

Business investment has been very strong,
driven by Al. It is fuelling aggregate
demand, with the potential to boost
productivity for years to come. We expect
other investment to pick up next year due
to the incentives in the One Big Beautiful
Bill Act, lower policy uncertainty and
supportive financial conditions.
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Hiring likely to pick up but remain subdued compared to output

Hiring has slowed markedly. We think

LABOUR MARKET INDICATORS HAVE STABILISED this reﬂe'cts three 'main dri\{ers:
STANDARDISED (DIFFERENCES FROM 2015-19 AVERAGES, NUMBER OF STANDARD DEVIATIONS) : 1. lower immigration, 2. heightened

: policy uncertainty delaying hiring and
—Initial claims (inverted) 4 3. Al investment substituting for workers.

NFIB hiring plans 3 While it is unusual for economic growth

CB labour market differential to be strong at the same time as
2 employment growth is weak, and
A : directionally Al investment could explain

vl\ A
AV VAR \% /\/\z\,\ :
//\,\/\/ 1 : this, we currently assign more weight to
/Y/\’\M \/\\,>VL\,\ \/@Y/\/J 0 points 1 and 2 than 3. Hiring is likely to
' UV W,

pick up somewhat as economic
uncertainty declines, but with less

: elasticity to output growth than in the
2 past, due to Al.

: The unemployment rate has recently
-3 edged up but remains low at 4.4%.

: Firms are reluctant to lay off workers.
The unemployment rate may rise next
year, but not by much.

Nov-18 Nov-19 Nov-20 Nov-21 Nov-22 Nov-23 Nov-24 Nov-25

Source: Bureau of Labor Statistics, Conference Board, National Federation of Independent Business (NFIB), The Investment Institute by UniCredit
Note: The CB labour market differential is the Conference Board’s "jobs plentiful" minus "jobs hard to get* balance of opinion.
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Inflation to move higher, limiting Fed cuts

We expect core inflation to peak at

SERVICES INFLATION SHOWING SIGNS OF PICKING UP 3.5% in the next six months and to
CPI INFLATION AND ISM PRICES PAID remain above target throughout 2027.
: The pass-through of tariffs likely has
10 20 further to run and non-housing services
: inflation has picked up.
8 80 We expect the Fed to cut interest rates
6 70 just twice by the end of 2026, in June
and December 2026, taking the target
range to 3.25-3.50%. We see around
4 60 3.5% as neutral.
p) 50 We assume a modest impact on the Fed
: from political interference after Powell’s
0 oA 40 term as chair expires in May 2026.
: We have not assumed Trump will get
) de-facto control of the Fed (e.g. that the
e CPI (% VQV) . . 30 : Supreme Court rules Trump can fire Fed
4 —|SM services prices paid (advanced 3M, rs) - Governor Cook and the Fed board
Jan-06 Jan-10 Jan-14 Jan-18 Jan-22 Jan-26 refuses to appoint regional Fed

presidents not aligned with Trump).

Source: BLS, ISM, The Investment Institute by UniCredit
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Eurozone
Domestic demand provides support, but households remain cautious

We expect GDP to rise by 1.0% in 2026

HIGH PRECAUTIONARY SAVINGS POSE A HEADWIND TO CONSUMPTION and by 1.4% in 2027. The reversal of the
HOUSEHOLD SAVINGS RATE (%) frontloading of exports to the US will likely
: weigh on growth at the turn of the year.

However, domestic demand is expected to

24 : continue to expand, helped by rising real
wades, the lagged impact of ECB rate cuts
21 and NGEU-related investment. This
support will probably leave GDP on a path
18 : of moderate growth, waiting for
: Germany’s fiscal boost to kick in.
15 Households have benefitted from an
: improvement in purchasing power, but
12 their confidence remains subdued and the
savings rate continues to creep higher. It
PRE-PANDEMIC 9 : appears that households want to hold a
AVERAGE structurally larger buffer of savings
6 : following COVID-19 and the energy crisis.

We do not expect private consumption to

1Q99 1Q02 1Q05 1Q08 1011 1Q14 1Q17 1Q20 1Q23 accelerate meaningfully doing forward.

Source: Eurostat, The Investment Institute by UniCredit
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Eurozone
Benign inflation outlook, ECB on hold for a prolondged period

Headline inflation has stabilised at around

PIPELINE PRICE PRESSURE IS WEAK 2% and pipeline price pressure is either
YOV (%) weak or weakening due to tame demand,
: slowing wagde growth, the appreciation of
—— Import prices for core goods 10 the euro and disinflationary impulses
Core goods HICP g from China.

Headline inflation is likely to average slightly
less than 2% in both 2026 and 2027. We

6 expect core inflation to dip below 2% next
4 year as services inflation eases further.
: The ECB is likely to keep the deposit rate at
1 p) 2% for a prolonded period. In 1H26, the risks
i\ N : remain tilted towards a final cut amid still-
A oA A o 0 weak growth and below-target inflation.
We have pencilled in a 25bp rate hike
2 towards the end of 2027.
: We see QT continuing at its current pace
-4 throughout 2026, after which liquidity

Jan-06 Jan-09 Jan-12 Jan-15 Jan-18 Jan-21 Jan-24 conditions might lead to increased volatility
: in money-market rates.

Source: Eurostat, The Investment Institute by UniCredit
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Germany
Finally, sustainable growth adain

We expect the German economy to grow

GERMAN ECONOMY SET TO GROW IN 2026 AND 2027 1.2% in 2026 and 1.9% in 2027, after
REAL GDP (INDEX; 4Q19=100) persistent stagnation since 2020.
104 One important driver is the government’s
fiscal bazooka, which is (gradually)
102 lifting public spending on defence and

infrastructure (see next slide).

/\

100

FORECAST

: Further tailwind is likely to come from
98 the residential property and commercial
: real estate (CRE) sectors, as a

96 : normalisation in construction costs and
: lower interest rates have started to feed
94 :
through.
92 : Private consumer expenditure will
90 probably rise solidly, thanks to a further
increase in real wades. The growth
88 : contribution from exports is likely to be

moderate, given fierce competition with
China and a lack of competitiveness.

Source: Destatis, The Investment Institute by UniCredit
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The impact of the fiscal bazooka will unfold gradually

.................................................................................................................................................

THE FEDERAL GOVERNMENT’S SPENDING PLANS

IN EUR BN

= Defence 250

| Infrastructure, climate protection, transformation
200
150
100
50
0

.................................................................................................................................................

Source: Federal finance ministry, The Investment Institute by UniCredit
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After loosening the constitutional debt
brake and earmarking enormous funds
for defence and infrastructure, the big
task for policymakers is execution.

We believe that the positive impact of
the stimulus package will unfold
gradually from 2026 onward, dathering
speed in subsequent years. Overcoming
implementation barriers by cutting red
tape and expanding capacity in defence
and infrastructure will take time. In the
longer term, the fiscal bazooka will likely
lift potential growth to 1-1.25% from
about 0.5% currently.

Infrastructure funds are aimed at the
parts of the economy in crucial need,
such as reducing transport bottlenecks
and supporting digitisation. Higher
spending on defence could trigger
technological spillover effects.
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Political uncertainty to weigh on confidence and growth

NO MOOD TO SPEND
PERCEIVED OPPORTUNITY TO SAVE (BALANCE OF OPINIONS)

45

30

..................................................

LONG-TERM AVERAGE 15

Source: INSEE, The Investment Institute by UniCredit
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Despite a favourable carry-over
effect, we expect GDP to rise only
slightly more in 2026 than this year
(by 0.9% after 0.8% in 2025),
before recording a slightly firmer
increase in 2027.

Political uncertainty will amplify
the impact of a moderately
restrictive fiscal stance, more than
offsetting the lagged effects of
monetary policy easing and the
spillover from Germany'’s fiscal
stimulus.

Uncertainty is likely to weigh on the
willingness of businesses to invest
— which is already subdued, except
in a few sectors — and the
propensity of households to spend,
despite resilient nominal income
growth and strong savings.
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Domestic demand will compensate for export weakness

Italy will probably experience another year of

NET EXPORTS LIKELY TO REMAIN A DRAG ON GDP GROWTH moderate GDP growth in 2026 (0.6%), before
ANNUAL REAL GDP % GROWTH AND ITS CONTRIBUTORS (PP) it strengthens in 2027 (0.8%).
: 1.2 Despite a sizeable trade shock, the share of

goods exports to the US (in value) rose to
: 11% in 9M25 from 10.4% in 9M24. We
0.8 expect a correction as firms adjust their
: strategies to higher tariffs and their delayed
negative impact becomes apparent, with net
exports remaining a drag.

FORECAST

We project private consumption will drive
economic growth amid resilience in
purchasing power, with inflation remaining
below 2% yoy. Capex growth will benefit
from improving corporate confidence and
lower financing costs.

2023 2024 P 2025 2026 2027 Italy is highly likely to exit the excessive
deficit procedure next year, but the reduction
Domestic total expenditure ~ mmmm Net exports  —@—GDP : in the public debt-to-GDP ratio will be

postponed to after 2027.

Source: Istat, The Investment Institute by UniCredit
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NGEU investment will remain a significant tailwind

.................................................................................................................................................

e Given the high level of EU funds already

ITALY SET TO ACHIEVE MAXIMUM ABSORPTION OF EU FUNDS disbursed (more than 70%) and a
RECOVERY AND RESILIENCE FACILITY (RESOURCES AND EXPENDITURE AS % GDP) substantial step forward in bringing
: projects to life, we expect Italy to remain
W Expenditure 25 broadly on track with the
M Funds disbursed implementation of its national recovery

- and resilience plan (NRRP).
' o Like other EU countries, Italy has

: finalized the latest revision of its plan,
15 : which contains new measures and
: strengthens some others, to avoid

: risking up to EUR 14bn of resources
1.0 (7.3% of the total) going unused.

e Once all the EU requirements have been
met, part of the expenditure, which

0.5 could be worth around 1.6% of GDP, will
extend beyond 2026. Therefore, the
0.0 NRRP will be a key growth driver in

2026 and 2027, thereby preventing Italy

2020 2021 2022 2023 2024 2025 2026E 2027€E from experiencing a cliff effect.

.................................................................................................................................................

Source: Italian Ministry of Economy and Finance, The Investment Institute by UniCredit
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Austria
From stabilisation to moderate recovery

EXPORT LOSSES DUE TO US TARIFF POLICY AND LOWER COMPETITIVENESS
EXPORTS OF GOODS BY DESTINATION (YOY IN %, 3M AVE.)

Exports to Germany
——Exports to US
—Total exports

an-24 Apr-24 Jul-24 Oct-24 Jan-25 Apr-25 Jul-25

Source: Statistik Austria, The Investment Institute by UniCredit
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After two years of GDP decline, the Austrian
economy is expected to grow by 0.3% in 2025
thanks to a consolidation of domestic demand.
Foreign trade, which was burdened by US tariffs,
had a noticeable impact on economic
development.

Supported by a further consolidation of
domestic demand and a stabilisation of the
export business, which is suffering not only from
US tariff policy but also from competitive losses,
a moderate recovery is in sight, with GDP growth
of 1.0% in 2026 and 1.5% in 2027.

The decline in inflation should contribute to the
further consolidation of domestic demand, but
inflation will again be well above the euro area
average, at 2.4% in 2026. In addition, the slow
dissolution of the reluctance to invest due to an
incipient recovery in the construction sector and
additional impetus, including from Germany's
investment program, is providing support.
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Stuck in low gear

e We see the UK economy growing

CONSUMERS RELUCTANT TO SPEND, FIRMS DEFERRING INVESTMENT sluggishly at 1.0% in 2026 and
DIFFERENCES FROM AVERAGES SINCE 1997 (NUMBER OF STANDARD DEVIATIONS) 1.2%in 2027.
2 ——Household saving intentions 3.0 ¢ Low productivity growth, fiscal

tightening, high interest rates and

- Firm investment intentions (rs) policy uncertainty are the main

1 15 factors weighing on growth. The
labour market will likely continue to
M ,\A\W deteriorate.
0 - V’\" V- | ‘\/_/_/ 0.0 e In this environment, households and
\/\ firms are likely to remain cautious,
1 15 : keeping the savings rate high and

hiring and investment low.

: e We expect the BoE to cut the bank
-2 -3.0 rate in December this year and at a
: quarterly pace throughout 2026, to
: 2.75%, a level we see as broadly
-3 -4.5 neutral. We see inflation ending
Dec-08 Dec-12 Dec-16 Dec-20 Dec-24 2026 at 2%.

Source: British Chambers of Commerce, GfK Consumer Confidence Barometer, ONS, The Investment Institute by UniCredit
Note: The household saving intentions series is a balance of opinion from the GfK consumer confidence barometer question: “In view of the general
economic situation do you think now is a good time to save?”. The firm investment intentions series is computed from the British Chambers of

Commerce Quarterly Economic Survey, using the GVA-weighted average of the manufacturing and services indices for investment intentions. r’
22  The Investment Institute by UniCredit | The Compass 2026 (December 2025) | Macro Update
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No rebalancing

SUMMARIES >

MACRO >

FURTHER GROWTH SLOWDOWN
REAL GDP, IN % YOY

FORECAST

Source: China Bureau of National Statistics, The Investment Institute by UniCredit
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We expect a further growth
deceleration — projecting 4.1% in
2026 and 3.8% in 2027 (2025: 5.0%).

Since the real-estate correction
continues to erode household wealth
and confidence, consumers remain
cautious. Fiscal-policy stimulus is
likely to remain targeted and too
modest to trigger a meaningful
rebalancing towards household
consumption.

Instead, China is likely to keep leaning
on its established growth model:
heavily subsidised investment in
strategic sectors and exports.

With weak price dynamics, we expect
the PBoC to ease further through
measured rate cuts, liquidity
operations and directed credit.
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Long-dated Treasuries unlikely to benefit from Fed easing

e Two key drivers are set to push

10Y UST YIELD TO MOVE TO 4.5% BY THE END OF 2027 UST yields higher: overly optimistic
FED FUNDS RATE AND UST FORECASTS (%) : Fed easing ex'pecta’_clons and
: underpriced fiscal risk, as the
6.0 : federal deficit remains above 6%,
10V UST : pushing the debt-to-GDP ratio up.
ey T 5 R fi 10 lift th
. : e Removing a few cuts could lift the
Fed funds : 10V UST yield by 20-30bp.
5.0 e We expect the 10Y UST yield to
: gradually rise towards 4.30% by
_____ 45 end-2026, potentially moving to
o= =TT 4.50% once a higher terminal rate
:_f__\ 40 is fully priced in.
’_:s_\ e Adjustments will likely be slow.
R S TT T T T T T T Bear steepening remains a
Seemmmmmmmeemoe- 35 .
medium-term story.
3.0
Dec-22 Dec-23 Dec-24 Dec-25 Dec-26 Dec-27

Source: Bloomberg, The Investment Institute by UniCredit
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UST supply set to remain high, Fed to resume buying

Supply pressure is set to remain high

SUPPLY PRESSURE ON TREASURIES LIKELY TO REMAIN HIGH as the US federal deficit is expected to

NET SUPPLY TO MARKET AND BREAKDOWN OF DEMAND (USD TN) be around USD 2tn in 2026 and 2027
: (projections from US primary dealers).

me Foreign officials : The Fed should provide modest support
Foreign private to absorb it through reinvesting MBS
Bl 4 : redemptions in US T-bills (USD 200bn
expected). In addition, it is possible that
3 the Fed may resume buying USTs to
: keep bank reserves abundant (USD 200-
300bn expected).

We expect domestic investors to be the
main buyers of net issuance, in line with
recent years.

= Domestic investors
Fed QE
——Net supply to market

0 Net demand by foreign investors has
: already shrunk in recent years. Upside

|| risks to UST vields may come from

-1 outright selling by foreign investors.

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Source: Bloomberg, Fed, The Investment Institute by UniCredit
Note: The chart shows expected Fed net purchases related to MBS reinvestments only.
Purchases related to keeping bank reserves elevated are only a hypothetical possibility at the moment.
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USTs: fiscal risk seems underpriced

KEY DRIVERS OF THE TERM PREMIUM

CURRENT STANCE RELATIVE TO THE PAST TWENTY YEARS

High I
Term premium is
slightly above average

T e

‘ Fiscal risk is
historically
high

Average ..............................,.............................................

o
¢ The US curve is flattish,
even considering a Fed
rate at 3.50%
Low
10V term 10Y / FF Implied vola.  Free float  Fiscal metrics
prem. diversification

Source: Bloomberg, Fed, The Investment Institute by UniCredit

Drivers of term premium

Note: The chart shows the relative position, as reflected by historical percentiles, of each variable compared to the last twenty years.
All drivers shown are expected to have a positive impact on the term premium/curve slope.
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The US term premium has risen
recently, and it is now slightly above
its twenty-year average.

We analysed the contribution of four
important drivers of the risk premium.

Fiscal metrics and the increase in the
free float of USTs due to the Fed’s QT
argue in favour of a substantially
higher premium.

The currently low implied volatility
and the negative correlation USTs
have with equities (meaning that
USTs offer diversification value),
reduces the need for a much higher
risk premium.

On balance, the term premium is
more likely to increase than decline.
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Rates

Bund vields likely to edge higher

e Next year, we expect a modest

WE SEE THE 10V BUND YIELD AT 2.90% BY THE END OF 2026 increase in Bund yields (and of EGB
DEPO RATE AND BUND YIELD FORECASTS (%) yields in general).
, ) 45 e 1.The ECB is likely to provide no
——Depo ——2Y Bund yield ——10Y Bund yield support as the easing cycle is
: presumably over.
40 2. Heavy supply across the eurozone
(especially from Germany) amid
35 ongoing ECB balance sheet reduction
: will represent another headwind.
3. A positive economic outlook will

_______________ 30 favour risky assets.
—————— : 4. Dutch pension reform could weigh
2.5 : on the ultra-long end.
______________ P e We see the 10Y Bund target at just
=, <20 below 3% by late 2026.
e We expect the Bund curve to steepen
15 in 2026, with the 2/10Y Bund spread
Dec-22 Dec-23 Dec-24 Dec-25 Dec-26 Dec-27 reaching 80bp by the end of next year.

Source: Bloomberg, The Investment Institute by UniCredit
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Heavy supply, amid ongoing QT, is a headwind for EGBs

e Net borrowing requirements are likely to

PRIVATE INVESTORS WILL HAVE TO ABSORB EUR 900BN OF SOVEREIGN BONDS NEXT YEAR amount to EUR 600bn in 2026, in line

NET SUPPLY TO MARKET (EUR TN) : with those of 2025, with countries
: planning more investment in defence.

] i 1.5
Net issuance : e EUR 500bn of these requirements will
ECB QE be financed via the net supply of EGBs.
— Net supply to market : Higher redemptions will push gross

supply higher, whereas the funding mix
is likely to be similar to that of this year.

e ECB disinvestment of government bonds
is expected to be around EUR 400bn in
2026. Private investors will therefore
have to absorb EUR 900bn of paper.

e Unlike in the US, we expect the ECB’s
balance-sheet run off to continue
throughout 2026 as excess liquidity is
still very abundant.

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Source: Bloomberg, ECB, The Investment Institute by UniCredit
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Relative-value opportunities in EGBs

MACRO >

ITALY AND SPAIN OFFER VALUE, GERMANY AND BELGIUM ARE RICH
ASW DEVIATION FROM MODEL (BP)

Rich e Spread to fair value (bp) » Cheap

30 Based on rating
M Based on fundamentals
20

Austrian, German & Greek
dovies are expensive,
according to our model

10

0 : : o
. : ..
H H
: :
10 :
H H
:

Source: Bloomberg, ECB, Eurostat, The Investment Institute by UniCredit

30

The Investment Institute by UniCredit | The Compass 2026 (December 2025) |

.............................

Dutch, French & Italian
govies are appealing,
according to our model

Strategy Update
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EGB spread tightening has been a key
trend of 2025.

The move has been supported by an
improved political picture (particularly
at the EU level), supportive monetary
policy, ample liquidity, improving
ratings and subdued rates volatility.

While most spread compression is likely
to be behind us, we see a case for this
trend to extend into 2026.

Our rich/cheap indicator for ASW levels,
based on a set of fundamental variables,
suggests Italy and the Netherlands offer
value.

Using only ratings would overstate the
cheapness of OATs and understate the
attractiveness of Italy.
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Swap-Bund spread to stabilise in 2026

o After Bunds strongly underperformed

BUNDS ARE UNLIKELY TO FURTHER OUTPERFORM SWAPS swaps at the end of 2024, the spread
10Y BUND YIELD, 10Y SWAP RATE (%, LS) AND THE 10Y SWAP-BUND SPREAD (BP, RS) : bEtWEE_ﬂ the 10Y swap rate and the 10vY
: Bund yield has been more stable in
29 Swap-Bund spread (rs) ——10Y Bund ——10Y swap ~ 1° 2025.
58 10 e Bunds underperformed swaps after the
’ : announcement of the fiscal bazooka in
57 5 Germany, before recovering ground in
: April. The spread has recently returned
56 0 positive due to favourable seasonality.
. : e We doubt Bunds will further outperform
25 -5 swaps going forward. Bund supply is set
: to be heawy, the ECB is unlikely to stop
24 10 : QT, the ECB's excess liquidity is less
. : abundant than it was in the past,
Bunds come under pressure in : .
23 <« absolute terms and relative to swaps 15 German paper is no longer scarce and
: market sentiment should remain
55 220 positive. We expect the spread to stay
Jan-25 Mar-25 May-25 Jul-25 Sep-25 Nov-25 : slightly positive in 2026.

Source: Bloomberg, The Investment Institute by UniCredit
Note: The 10Y swap-Bund spread is calculated as the difference between the 10Y swap rate and the 10Y Bund yield.
A positive value indicates that swaps are cheaper than Bunds.
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0dds in favour of slightly wider credit risk premiums

The European credit cycle has entered a

stronger EBITDA generation by corporates.

RECOVERY PHASE IN THE CREDIT CYCLE ARGUES FOR WIDER SPREADS recovery phase, where companies still
EUROPEAN CREDIT CYCLE (LS) VS IBOXX NFI SEN INDEX (RS, IN BP) : remain cautious, although credit growth
: is picking up amid accelerating economic
300 European corporate credit cycle indicator (rs, 2Y lagged) 4 growth and slightly looser lending
—iBoxx investment grade non-financials senior (ls) : standards.
250 3 At the same time, a stronger growth
outlook is likely to support capex and
200 S %i‘ p) more shareholder-friendly corporate
g 2 policies, contributing to higher leverage.
150 @ 3 1 This picture should be further supported
} /\ by the stable ECB policy outlook and
100 7 A A 0

Adgainst this backdrop, we expect slightly

9bRIAAR WOJJ SUOIIRINGP PJRPURIS JO #

50 3 1 wider spreads by the end of 2026: the
£ er<‘§ iBoxx NFI and Banks Sen indices both at
e 90bp, the NFI Sub at 170bp and the HY

0 -2 NFI at 300bp.

Mar-08 Mar-11 Mar-14 Mar-17 Mar-20 Mar-23 Mar-26

Source: S&P Global, The Investment Institute by UniCredit
Note: The credit cycle (published by S&P) is based on the Drehmann, Borio and Tsatsaronis (2012) model. The model takes into account:
1. Credit to the private non-financial sector as a % of the GDP ratio, 2. Equity prices and 3. Residential property prices; S&P adds its proprietary Financing Stress Indicator to the model
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European credit quality likely to deteriorate gradually

IBOXX NON-FINANCIALS FALLEN ANGELS VS. RISING STARS
VOLUME OF FALLEN ANGELS AND RISING STARS, IN EUR BN

M Fallen angels M Rising stars 50
40
30
" 20
o
s 10
2
E 0

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
YTD

Source: S&P Global, The Investment Institute by UniCredit
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Amid higher capex and potentially
increasing M&A activity, and given the
ECB's balance-sheet reduction, we expect
an increase in the net supply of new
bonds from both investment grade and
high yield issuers compared to this year.

Higher leverage and more generous
shareholder remuneration are likely to
lead to a gradual deterioration of credit
quality, on averade.

However, amid ample liquidity and banks’
less-restrictive lending standards, as well
as persistently high corporate cash
reserves, default rates will likely remain
contained.

Nonetheless, we expect the volume of
fallen angels (EUR 8bn vs. EUR 10bn YTD)
to exceed that of rising stars (EUR 5bn

vs. EUR 6bn YTD) for the second
consecutive year.

/.
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Asset quality of European banks
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10-YEAR HISTORY OF BANKS' NON-PERFORMING LOAN RATIOS
NON-PERFORMING LOANS AS A PERCENTAGE OF THE LOAN BOOK

50%

Min-Max 2014-2025

20% @ Current level (2Q25)
0
= 10-year average

30%
20%
10% — -

0% ® ® o ® v L J P

GR PT ES IT FR AT DE

Source: EBA, The Investment Institute by UniCredit
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The asset quality of banks in Germany
and Austria shows moderate
deterioration, improving asset quality in
southern Europe

The long-term development of banks’
non-performing loan ratios shows that
all banks in southern European countries
have cleaned up their balance sheets.

Over the past twelve months, the asset
quality of banks in Austria and Germany
has deteriorated moderately.

This has led to a converdence of
European banks’ non-performing loan
ratios.

For 2026, we expect the trend of a slight
deterioration to continue in Germany
and Austria, but to remain at a
manadeable level due to the banks’ high
profitability.
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Current yield levels of bank and corporate credit segments

The current yield of bank and

DESPITE CURRENTLY TIGHT SPREAD LEVELS, THE YIELD IS ABOVE THE LONG-TERM AVERAGE corporate credit remaips above its
YIELD OF BANK AND CORPORATE CREDIT SUBINDICES, % : ten-year average despite very low
: spread levels.
16 Range 2015-2025 : ' .
8 : In 2026, we expect non-financials
14 = Average 2015-2025 : .
: senior bonds to outperform bank
® Current senior bonds, as bank credit is likel
2 e Current yield EUR sovereign bonds ' y

: to be more sensitive to the expected
10 further negative headlines
: surrounding US private credit.

8
: We continue to prefer investment-
6 ® (] grade bonds over high-yield credit.
4 ° 2 :
[ YRTP IR ®......... ... O e
2 — —
0
Covered Banks Banks Banks Non- Non- Non-

Bonds Seniors Tier-es  EUR AT1s Financials Financials Financials
Seniors Hybrids  High-Yield

Source: Bloomberg, S&P Global, The Investment Institute by UniCredit
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EUR: buying pressure to lose steam

We do not expect selling pressure on the

EUR-USD: MARKETS LESS CONFIDENT ABOUT UPSIDE POTENTIAL USD to disappear in 2026, as

EUR-USD AND 3M RISK REVERSAL RATE de-dollarisation is set to continue,
: but it will likely become less intense.
1.50 1.20
We see the US “neutral rate” at 3.50%.

The Fed will likely cut rates only twice in
: 2026 and then remain on hold. We also
0.75 1.15 do not see a big risk of Fed politicisation,
: which would justify a weaker USD.

/‘ Room for EUR-USD to exceed 1.20 in
0.00 ’\A / - : V 1.10 2026 looks quite limited.
A :

: The pair might even slide in early 2026 if
‘ markets reprice the heavier Fed rate cuts
-0.75 ru} 1.05 : implied by forwards and the ECB opts for
A \ :
/‘\JV ——EUR-USD 3M risk reversal rate : another rate cut.
EUR-USD (rs) Increasing spending in thg eurozone
1.50 1.00 : might offer EUR-USD resilience above

1.15 later in 2026 and a rate hike by the
Jan-25 Mar-25 May-25 Jul-25 Sep-25 Nov-25 ECB in late 2027 might help.

Source: Bloomberg, The Investment Institute by UniCredit
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JPY: only moderately firmer ahead

e Despite the recent rally above 157, we

USD-JPY IS BACK ABOVE 150, BUT SENTIMENT HAS NOT DEFINITIVELY TURNED BULLISH expect USD-JPY to decline, given tighter
USD-JPY SPOT RATE AND THE CORRESPONDING 3M RISK-REVERSAL RATE : interest rate differentials and stronger
........... . : fiscal policies in Japan, which might help
4.0 : Sl{rf_'marSZDOJ'c‘P";( ——USD-JPY 3Mrisk-reversalrate 165 equities and attract funds from abroad.
. . Ccrisis: - .

———USD-JPY (rs)

3.0 : hit 161.95 160 : e The BoJ is now facing two opposing
: : pressures, one from the real economy as
2.0 155 Japanese inflation remains close to 3%,
: and one from the government’s moral
1.0 150 ¢ suasion to delay or slow the pace of the
: new rate hikes.
0.0 145
: * BoJ Governor Kazuo Ueda has been vague
-1.0 140 : about the timing of new moves. We
expect the BoJ to raise the target rate to
2.0 135 1.00% in 2026 (this level is considered
: the floor of the “natural rate” for Japan)
-3.0 : . 130 and to 1.25% in 2027.
-4.0 125 e Room for a decline in USD-JPY will likely
Mar-24 Sep-24 Mar-25 Sep-25 remain limited and the pair will probably

remain close to 145.

Source: Bloomberg, The Investment Institute by UniCredit
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GBP: prospects still bearish for 2026

WE STILL EXPECT MORE INTENSE EASING BY THE BOE COMPARED TO MARKET EXPECTATIONS
BOE BANK RATE, OIS FORWARDS AND UNICREDIT FORECASTS

5.50
5.25
5.00
4.75
4.50
4.25
4.00
3.75
3.50
3.25
3.00
2.75
2.50

Bank rate
OIS forwards
—@— UniCredit expectations

Jun-24 Dec-24 Jun-25 Dec-25 Jun-26 Dec-26

Source: Bloomberg, The Investment Institute by UniCredit
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We continue to reman bearish on
sterling, especially looking at 2026.

This is primarily due to our aggressive
BoE call. We are still pencilling in a bank
rate of 2.75% by end-2026, roughly
75bp below forward rates, as we expect
a more intense deterioration in the UK
economy, through a worsening labour
market and declining price pressure.

Market concerns over UK borrowing
needs and a heavier debt burden are set
to weigh on sterling. Higher gilt yields
will not help the currency.

We thus expect EUR-GBP to climb
above 0.90, while GBP-USD will
probably slide towards the 1.25 area.

A steady BoE in 2027 will likely offer
more stability to sterling.

/.
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CNY: a strendgthening to 7.00 adainst the USD remains premature

Since August, the PBoC has allowed

THE PBOC IS ALLOWING A FIRMER CNY AGAINST THE USD AT ITS DAILY FIXING OPERATIONS USD-CNY to fallin its daily fixing
USD-CNY SPOT RATE VS. THE FIXING MIDPOINT RATE operations, even below 7.10.
735 This probably indicates a desire by

Chinese policymakers to protect their
own currency agdainst risks of a

7.30 massive devaluation, not to exacerbate
the tariff row with the US after the
7.25 recently agreed one-year truce.

: Yet, this FX policy by no means
7.20 indicates that Beijing can sustain a
: much stronger rise in the yuan.

7.15 This is because domestic demand in
: China has not strengthened enough to
offset external demand as the main
engine of growth.

705 We expect USD-CNY to fall further, but
' : probably with a floor at around 7.05.

——USD-CNY spot rate
USD-CNY - fixing mid rate

7.10

Source: Bloomberg, The Investment Institute by UniCredit
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CEE FX: weaker USD and cautious central banks may mute volatility

EUR-PLN: In the absence of a positive

HIGH CARRY AND MARKET POSITIONING AHEAD OF ELECTIONS HAVE FUELLED HUF RALLY shift in geopolitical risk, we expect EUR-
ONE-YEAR RELATIVE PERFORMANCE OF CEE CURRENCIES VS. THE EUR (%) PLN to trade in a narrow range. We

: expect more PLN weakness ahead of
——HUF vs. EUR 10 elections in 2027, lifting EUR-PLN into

PLN vs. EUR the 4.30-4.40 range.

——(CZK vs. EUR 8 EUR-CZK: The CNB’s cautious stance

and the Czech economy’s solid

6 fundamentals may support CZK stability.

Fiscal risks will likely be offset by a tight
monetary-policy stance.

4
EUR-HUF: We expect EUR-HUF to trade
in the 380-400 range in 2026, with high
2 uncertainty related to economic policy
measures after elections in April.
0 EUR-RON: The NBR is likely to keep a
: tight grip on the RON, allowing EUR-RON
-2 to move gradually higher to the 5.15-
Nov-24 Feb-25 May-25 Aug-25 Nov-25 5.20 range by 4Q26.

Source: Bloomberg, The Investment Institute by UniCredit
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Earnings growth will be a key theme for 2026

12M FORWARD EPS ESTIMATES ARE EXPECTED TO RISE BY DOUBLE DIGITS IN 2026
12M FWD. EPS ESTIMATES, 2021=100

210
500 ——STOXX Europe 600

190 S&P 500

180 ——MSCIEM

170

160

150

140

130 I

120

110 +16.5%

+12.7%

2021 2022 2023 2024 2025 2026 2027

Source : LSEG I/B/E/S, The Investment Institute by UniCredit
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The trend of rising corporate
profits will be the central theme for
global stock markets in 2026.

While we expect a gradual
acceleration of growth in Europe, US
GDP growth is likely to settle at
around 2%. Emerging markets (EM)
are expected to achieve aggredate
growth of just under 5% (consensus
estimates), primarily driven by Asian
countries.

Adainst this background, corporate
profit growth in EM is likely to be
higher than in developed countries.
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The importance of Al companies has increased significantly

Since 2016, the share of Al stocks in

THE INCREASED IMPORTANCE OF Al SHARES IS UNDERPINNED BY A STRONG RISE IN EBIT total US market capitalisation has

: increased from just under 10% to
over 30%.
45 — Percentage of Al stocks in total US market capitalisation 900 : The st . has b
EBIT of Al stocks (FY as reported in USD bn, rs) : €s rong' INCrease nas been

40 800 : accompanied by a significant
: expansion in EBIT, which has

35 700 increased sixfold in USD terms.

30 600 As long as the high capex spending
: is covered by operating cash flow in
25 500 most cases and profit growth
2 r,v/' : remains solid, the positive
20 ""\I\‘V 400

Al narrative should persist.

15 300
10 200
5 100

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Source: LSEG I/B/E/S, The Investment Institute by UniCredit

42  The Investment Institute by UniCredit | The Compass 2026 (December 2025) | Stratedgy Update l



SUMMARIES > MACRO> STRATEGY> CEE> COMMODITY> FORECAST> @

Equity
Technology is likely to remain a key driver of EPS growth dglobally

THE TECHNOLOGY SECTOR IS NOT IN A BUBBLE
12M REPORTED CORPORATE PROFITS (USD), INDEXED TO 100 IN JANUARY 2009

Increase in reported corporate profits since 2024: :°*°*°* . 600

World ex TMT: 1.1%
World Technology: 52% :
Al companies (MAG 6): 130% * ¢ 500

i 400

i 300
——|SEG Datastream World Technology :
LSEG Datastream World excluding TMT

B o / Y

1985 1989 1993 1997 2001 2005 2009 2013 2017 2021 2025

i 200

Source: LSEG I/B/E/S, The Investment Institute by UniCredit
Note: Mag 6 means Mag 7 companies excluding Tesla
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Stock prices have appreciated
strongly, and up until now, this has
been reflected in powerful and
sustained profit growth rather than
excessive speculation about the
future.

The rise in EPS in the technology
sector has been extraordinary
relative to the EPS of all other
sectors; the gap has particularly
widened since the financial crisis.

Earnings momentum has been a
large driver of recent prices, which is
reassuring but also suggests that
the current rally is greatly
dependent on continued solid
earnings performance.
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European and EM stocks are attractively valued versus US stocks

o The STOXX Europe 600 and MSCI

EUROPE AND EM STOCKS TRADING WITH HUGE P/E DISCOUNTS TO THE US STOCK MARKET EM are trading at discounts of
THE VALUATION DISCOUNT OF EUROPE HAS NEARED THAT OF EM : E’a:“/g ;32 gg%, respectively, to
: e .

— i 11
STOXX Europe 600 P/E relative to S&P 500 (based on 12M forward EPS) o Given the elevated valuation of

———MSCI| EM P/E relative to S&P 500 (based on 12M forward EPS) the US stock market (we do not
10 expect further valuation
expansion in 2026), it is
0.9 reasonable to assume that no

further discount will develop.
Instead, we anticipate a trend

038 reversal towards higher relative
. valuations compared to the US.
0.7 e Emerging markets are likely to

: : particularly benefit from this,
0.6 also due to a further structural
: weakness of the USD.

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

Source: Bloomberg, The Investment Institute by UniCredit
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Growth outlook
Growth to pick up in most countries in 2026

e Economic growth in Central and

REAL GDP GROWTH Eastern Europe (CEE) is set to pick up
% in most countries in 2026, driven by

: recovering external demand and
4.0 2025F ®2026F O2027F stronger investment, supported by

increased absorption of EU funds.

: e GDP growth may range between

3.0 2.0% and 3.3% in most countries,

: with Romania and Slovakia trailing
due to fiscal consolidation.

2.0 e In 2027, the expiry of the Recovery

: and Resilience Facility (RRF) will
reduce EU fund inflows, but stronger
: external demand, boosted by German
1.0 fiscal stimulus, should contribute to

: keeping GDP growth between 2.0%
and 3.0%. Slovakia will likely lag
again due to fiscal consolidation.

Source: National statistical offices, Eurostat, Macrobond, The Investment Institute by UniCredit
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Domestic demand to remain the main driver of growth

2026 2027
YQOY %, PP YOY %, PP

PL

BG

HR

RS

HU

Sl

cz

RO

SK
2 -1 0 1 2 3 4 5 2 -1 0 1 2 3 4 5
® Private consumption Public consumption Fixed investment
= Net exports H Inventories, stat. discrep. OGDP

Source: National statistical offices, Eurostat, Macrobond, The Investment Institute by UniCredit
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Domestic demand will remain the
main driver of growth in 2026.

Household consumption will

continue to play a key role in driving
growth, supported by elevated — though
moderating — real wage growth amid
tight labour markets and easing inflation.

Accelerated absorption of EU funds,
declining interest rates and improving
external demand may support a pick-up
in fixed-investment activity.

Fiscal adjustment needs will likely
prevent any support to growth from
public consumption in Romania,
Slovakia and Hungary.

In 2027, domestic demand will remain
the primary growth engine, while
external demand should benefit from a
recovery among key trading partners.
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Public investment supported by EU funds

MACRO >

TOTAL EU

FUNDS*

% GDP 2025
2026
2027

COMPANIES 30
REPORTING

EQUIPMENT 22

SHORTAGE 20

%OFTOTAL .,

AVERAGE FOR

THE PERIOD 10
5
0

Source: European Commission, Eurostat, national governments, The Investment Institute by UniCredit

BG HR cz HU PL RO RS SK SI
2.7 3.2 13 0.4 16 13 - 2.3 1.0
3.9 6.1 17 14 4.0 35 - 31 13
2.3 2.8 0.9 3.2 2.6 2.6 - 17 0.6

*Total EU funds include RRF, MMF (excluding funds for agriculture) and SAFE. Data and plans for 2026 and 2027 are not fully available
for all countries, therefore total EU funds is, in most cases, an estimate based on publicly available data and our assumptions
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EU funds will support public investment
in 2026, mainly through the RRF, with
significant increases in absorption
expected from Poland and Croatia.

In 2027, EU funds are likely to decline
as the RRF expires. Traditional EU funds
from the 2021-27 buddet will rise but
will not fully offset this drop. Additional
support will come from the EU SAFE
program, which is expected to finance
defence-related expenditure,
particularly in Poland.

The recovery in private investment will
remain gradual amid global uncertainty
and weak external demand. Business
surveys indicate that only a small
proportion of firms continue to cite
equipment shortages as a factor
limiting production.

FORECAST> @



Fiscal outlook
Focus on fiscal risks and political dynamics
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FISCAL DEFICIT AND DEBT TRAJECTORY IN CEE

CHANGES IN FISCAL POSITION AND PUBLIC DEBT-TO-GDP RATIO (2024 VS. 2027 FORECASTS)

80 HU
@® RO p
70 SK
oy oS! [
G 60
s @HR
S
E 50 /',\CZ
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O 40
o
2 30 @BG 2024
® 2027
20
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Source: national statistical offices and ministries of finance, Eurostat, The Investment Institute by UniCredit
Note: UniCredit forecasts for 2027

49

The Investment Institute by UniCredit | The Compass 2026 (December 2025) |

CEE Update

STRATEGY > CEE> COMMODITY> FORECAST> @

Fiscal and political dynamics will shape local
markets in Poland, Czechia, Hundary,
and Romania.

In Hundary, recent HUF strength reflects
market expectations that a potential pro-EU
Tisza victory could restore EU funds and curb
interventionist policies. Yet, with the deficit
likely above 5% of GDP and debt near 74%,
post-election consolidation will be needed to
safeguard stability.

In Poland, we see limited scope for tightening
before the 2027 elections. Despite a deficit
above 6% of GDP and rising public debt, strong
growth and fiscal rules are easing the pressure
to make rapid adjustments, though political risks
may widen risk premiums closer to elections.

In Czechia, uncertainty over the fiscal plans of
the new populist coalition has lifted long-term
yields. Fiscal rules should keep the deficit below
3% of GDP in 2026, with risks to the outlook
beyond next year.
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Contained external vulnerability
EXTENDED BASIC BALANCE
% GDP
8 D) = U funds —@—EBB
6
4
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4 ./'/.
-6
-8
-10
O I o I I o I e o I e o e o I o o I e o I o I e T e T T
MONOONNODONLODONLDONLODONLODONNDONLNDONLDON
A A A A A A A A A D AR A A A A A A A A
cNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoNoloNoNoNe
S I SV SV U o A SN s I eV A oV R W I WA oV R SN VA eV R SN W I e R SN B SV e U oW A SN SV WA SV I S W s VA SV AoV
RO SK RS BH HR PL Cz HU S| BG
Source: national statistical offices, Eurostat, The Investment Institute by UniCredit
Note: The extended basic balance is the sum of the current account (C/A), FDI and EU funds.
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Extended basic balances (the sum of the
current account, FDI and EU funds) are expected
to remain positive or only slightly negative, as
most countries will either record a current
account surplus or offset deficits through stable
financing sources. This should help contain
external vulnerability by reducing reliance on
volatile portfolio flows.

In Romania, the extended balance is projected
to remain nedative due to a sizable current
account deficit. The country will therefore
continue to rely on portfolio flows, mainly
through bond issuance. However, investor
demand should remain solid, supported by
fiscal adjustment and plans to cut international
issuance to EUR 11bnin 2026 from EUR 15.7bn
in 2025, which helps mitigate financing risks.

In Slovakia, the current account deficit
combined with weak FDI and limited EU funds
means the country will also depend on
external portfolio debt financing.
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Inflation will likely be within the tardet range in most countries

In Czechia and Poland, inflation will likely

INFLATION remain in the upper half of the target range
%, YOY in 2026 and 2027, with domestic demand
: keeping service-price inflation sticky. Fiscal
10 —e— Inflation rate policy represents an upside risk.
Inflation target : . : .
In Romania, following a supply-driven
8§ e Upper bound of target range inflation spike in 2025, base effects and
fiscal tightening may support a sharp drop
6 in inflation from 3Q26, with inflation
returning to the target range in 2027.
4 In Hundary, inflation may reaccelerate in

[ N PRI e : 2026 if price controls are lifted after
2 \._. oo —_— : elections, but uncertainty remains high. In
: 2027, inflation will likely decline but
remain above the target range.

0
P ORN A ONG ORNIFON A ORI ON AN ORNEBOSNEBSG N In Serbia, inflation will likely remain around
R T R R T T e R R R L T B L R R tardet until 4Q26, when base effects in food
A AL A O AR A A A A A A A A A A : prices will push inflation to 4%, around
BH S| HR Cz PL SK RS BG RO HU which it will likely remain in 2027.

Source: national statistical offices, national central banks, The Investment Institute by UniCredit
Note: UniCredit forecasts for 2025-27
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Monetary policy
Central banks likely to remain cautious, limited scope for cuts

Geopolitical risks and domestic fiscal risks

CENTRAL BANK POLICY RATES will likely keep CEE central banks cautious.
% CZ: The CNB is likely to keep the policy
8 : rate unchanded in 2026 and 2027, with

inflation remaining above target and fiscal
policy presenting potential inflation risk.

6 ~o PL: The NBP may cut rates further by
.\._. 50bp to 3.75% in 1Q26, as greater clarity
on future energy prices and softening
4 o o o .\0—0 core i.nﬂation open the door for
: additional easing.
2 HU: The NBH is likely to keep the policy

rate at 6.50% throughout 2026, as
: inflation is expected to reaccelerate to 5%.
0 A rate cut may not occur until 2027.

[V (W w [V [V L w [V (U w w [, [V (W w

SR IR VI I v VA . VI IR VI VI VS LI VIR v RO: We expect the NBR to hold the key

R & R R R R R R |®R R | |R |R |R R rate at 6.50% until 2H26, when lower
7 PL RS RO HU inflation could allow cuts, provided fiscal

: : consolidation stays on track. Further
ettt eeeeeeeeteeeeeeeeeeeeeeteaeatieeeeeeeeettaa——eeeeeeeetataa——eeeeeeetaaaa——eeteetetaaaa—aeeeeeetttaaaaaeeeeeesreananaas s reductions are likely in 2027.

Source: national statistical offices, national central banks, The Investment Institute by UniCredit
Note: UniCredit forecasts for 2025-27
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Key risks to our CEE forecasts

German fiscal stimulus and increased defence spending in Europe could have greater-than-expected spillover effects

Weaker growth in the eurozone if the impact from tariffs is greater than expected and/or the labour market
deteriorates more than envisaged

Lower-than-expected absorption of EU funds

Fiscal risks linked to political developments: upcoming elections (Hundary), institutional deadlock (Poland),
populist pressure (Czechia) and potential coalition breakdown (Romania)

C € € € o

Stress in US private credit market, with a risk of this spilling over into European markets
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Crude oil
Oil markets set for another soft year in 2026

Oil markets are set for another soft year as

BRENT REMAINS UNDER PRESSURE supply growth continues to outpace
OIL PRICE (IN USD PER BARREL) demand. After averaging USD 68/bbl in
: 2025, Brent is expected to trade in the
—Brent crude 130 USD 60-65/bbl rande next year, with
: risks tilted to the downside.
e Futures 120
) ) : OPEC+’s decision to pause quota
* ForecastUniCredit 739 increases in 1Q26 has partly eased worries
: about oversupply but has little impact on
100 our forecast. Rather, it underscores the
group’s flexibility in adapting to shifting
90 market conditions.
80 While output discipline may slow the
build-up, rising non-OPEC+ supply,
/70 particularly from the US, combined with
®000000c08008000000 : muted demand growth points to higher
© * 60 : inventories.
50 Structural headwinds reinforce the bearish
Jec-20 Dec-21 Dec-22 Dec-23 Dec-24 Dec-25 Dec-26 tone, leaving geopolitical flare-ups as the

only meaningful upside catalyst.

Source: LSEG Datastream, ICE, The Investment Institute by UniCredit
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IEA signals growing strain in oil-market balances
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.................................................................................................................................................

IEA GLOBAL OIL BALANCE

IN MB/D
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Source: IEA, The Investment Institute by UniCredit
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The IEA keeps its bearish outlook for
the oil market, with projected
surpluses of around 2.3mb/d in 2025
and 4.1mb/d in 2026, equivalent to
nearly 4% of global demand.

OPEC maintains a more balanced
stance, and the US EIA projects an oil
surplus of around 2mb/d in both 2025
and 2026.

Our view leans towards the IEA’s
assessment that structural oversupply
will define the oil market over the
coming vear.

While geopolitical disruptions,
including diplomatic pressure on key
importers to reduce purchases of
Russian oil, may tighten global supply
and offer some support to prices, a
supply overhang is likely to keep prices
subdued throughout 2026.

/.
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Impact of new sanctions on Russia yet to become clearer

For years, Russia manaded to reroute

RUSSIAN CRUDE OIL SEABORNE EXPORTS TO CHINA AND INDIA trade toward India and China, mitigating
IN MB/D (FROM OBSERVED TANKER TRACKING) the immediate impact of Western
: sanctions and maintaining revenue
——Exports to India 2,750 streams through alternative markets.
Exports to China 2500 Pipeline deliveries via ESPO remain
2,250 operational, but the recent drop in
2.000 seaborne exports to India and China
\ : indicates they are constraining its export
M /\ /\ 1,750 capacity, even with key partners.
\/\ / a/\ V 1,500 The ultimate impact will depend on US
./ ‘ 1o 1250 enforcement of secondary sanctions
< 1,000 and the closure of loopholes.
. 750 The recent collapse in Russian seaborne
500 exports has not reversed the underlying
: bearish oil trend, implying any
250 : tightening from these constraints will
0 likely be temporary and insufficient to
Jan-25 Apr-25 Jul-25 Oct-25 alter the broader balance.

Source: Bloomberg, The Investment Institute by UniCredit
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A tense start to the year has given way to a calmer outlook

TTF NATURAL GAS PRICE HAS DECLINED INTO A NARROW TRADING RANGE

NATURAL GAS PRICE IN EUR/MWH

— TTF price

Forecast range

2025 high of EUR 58/MWh
reached in February

The short Israel-Iran conflict led
to a sudden 12% price surde

Source: Bloomberg, The Investment Institute by UniCredit
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The benchmark TTF natural gas price has
retreated from its high in February, when
European inventories reached lows not
seen since the start of the Russia-Ukraine
conflict.

Two main factors relieved this price
pressure in the following months:

1. EU regulators lowered the inventory
tardet to 80% from 90% by the start of
the heating season and 2. fears of slower
macroeconomic growth brought on by
the trade war.

Other than a brief price spike in June during
the Israel-Iran conflict, geopolitical

pressure has been mostly absent and does
not appear to be priced in at current levels.

We expect a decline in the average TTF
price in 2026 to EUR 30-35/MWh as
ample new LNG supply is set to come to
the market.
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Inventories have reached the target, but are still seasonally low

EUROPEAN GAS STORAGE REACHED THE 80% TARGET BEFORE THE HEATING SEASON
INVENTORY CAPACITY, PERCENTAGE FULL

............................................................................................

80% storage
tardet almost
reached at EU
level, with

Germany still

lagging behind

—EU Germany France =——Spain ——Italy

Jan-24 Apr-24 Jul-24 Oct-24 Jan-25 Apr-25 Jul-25 Oct-25

Source: Gas Infrastructure Europe, Bloomberg, The Investment Institute by UniCredit
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The EU managed to meet its target to
fill inventories to 80% before the start
of the winter 2025-26 heating season
already by September. Strong LNG
imports throughout the summer amid
moderate global competition helped the
EU to attract new flows and rebuild
stocks.

However, inventories are still 16pp
behind where they were at this time last
year. This makes the TTF price especially
vulnerable to weather fluctuations, as
another cold winter could rapidly
deplete stocks.

Germany is in a particularly precarious
situation, as it has the lowest gas stocks
among the lardest EU countries. If it
experiences a similar drawdown to last
year (around 70pp), its reserves would
be almost entirely depleted.
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Natural gas 6

Major new LNG capacity should ease supply tensions

e Substantial new LNG capacity is

LNG SUPPLY IS SET TO INCREASE SIGNIFICANTLY IN 2026 expected to come to market next year
CUMULATIVE NAMEPLATE CAPACITY ADDITIONS (BCM/YEAR) as new projects in Canada, the US and
: Qatar ramp up. This significant new
B United States 350 capacity should ease competition for
Qatar the EU to attract LNG imports. In
= Canada 300 addition, China is receiving increased
: pipeline supplies from Russia.
United Arab Emirates 250 .
o o Nevertheless, the relatively low level
mNigeria of European inventories makes for a
L1 Others 200 tense backdrop, where weather will be
: a major price driver, especially in the
150 ¢ first half of 2026.
0 :
+167% 100 e Our 2026 TTF price forecast of
EUR 30-35/MWh is above the
- 50 downward-sloping futures curve
H H : because we believe that potential
- — 0 geopolitical tension and adverse
5025 5026 weather conditions have the potential

to boost prices in the short term.

Source: IEA, The Investment Institute by UniCredit
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Precious metals

Gold: solid structural support as tailwinds wane

DESPITE THE RECENT PULLBACK, THE OUTLOOK FOR GOLD REMAINS CONSTRUCTIVE
GOLD SPOT PRICE (IN USD PER OUNCE)

Gold 5,000
----- Fowards
(]
e Forecast oost
o 4,000
3,000
2,000
1,000
2018 2019 2020 2022 2023 2024 2026 2027

Source: Bloomberg, The Investment Institute by UniCredit
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The dold price has surged nearly 50%
YTD, supported by US fiscal concerns,
strong central bank buying, and
expectations of monetary easing. After a
brief correction, prices stabilised above
USD 4,000/0z amid renewed rate-cut
hopes and resilient ETF inflows.

The short-term outlook appears
constrained, as reduced dollar weakness,
a pause in Fed cuts and stable real rates
weigh on momentum, though
geopolitical risks and central bank
purchases present upside potential

Outlook: we expect gold to trade
between USD 4,100/0z and

USD 4,400/0z in 2026 and at

USD 4,300-4,500/0z in 2027, with
upside risks early next year as policy
expectations shift, while long-term safe-
haven demand remains intact.
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Silver: further price upside expected

SUPPLY-DEMAND DYNAMICS CONTINUE TO SUPPORT SILVER PRICE
SUPPLY AND DEMAND FOR SILVER, IN- MN OUNCES

1,400

—Supply
1,300 ——Demand
1,200
............ Excess
1,100 4 demand
......... Y to support
1,000 v prices
900
800

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Source: Silver Institute, The Investment Institute by UniCredit
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We expect the supply-demand dap to
persist in the medium term, leading to
further upside potential for the price of
silver in 2026, ending the year between
USD 55 and USD 60 per ounce.

Industrial demand from twenty-first
century economic life (e.g. grid
infrastructure, EVs, photovoltaic, Al-
related data-centres) creates price-
inelastic consumption patterns for
silver.

In terms of supply, as most silver
mining is a byproduct of mining for
other metals (e.g. gold or copper),
production remains limited. Given that
China and Russia are among the world’s
major silver producers (accounting for
23% of world silver production), the
supply of the metal is also exposed to
geoeconomic risk.
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Steel: firmer demand ardues for a moderate recovery of steel prices

Global steel demand is expected to

ECONOMIC RECOVERY POINTS TOWARDS MODERATE STEEL-PRICE RECOVERY rebound modestly in 2026, according to

STEEL PRICE (LS, IN USD PER METRIC TONNE) VS. EUROZONE MANUFACTURING PMI (RS) the World Steel Association, by around
: 1.3% to roughly 1.77bn tonnes.

1200 70 .
R : Better growth prospects in G7 and EM
60 countries, as well as demand from
1000 A : infrastructure and defence industries
50 (notably in Europe) will likely support
800 steel demand.
40 On the supply side, oversupply is likely
600 to persist, with excess capacity and
30 weak demand from the Chinese housing
: sector limiting the upside for steel
400 o0 prices.
. : Taking into account the supply-demand
200 ——Black Sea Steel HRC spot price (Is) 10 dynamics and significant investments in
Eurozone Manufacturing PMI (rs) steel-dependent economic segments in
0 0 Europe (infrastructure, armaments), we
Jan-17 Apr-18 Jul-19 Oct-20 Jan-22 Apr-23 Jul-24 Oct-25 see moderate upside for steel prices in

2026 compared to 2025.

Source: Bloomberg, The Investment Institute by UniCredit
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Industrial metals
Copper: red metal rides the recovery wave

COPPER PRICES TO BE UNDERPINNED BY THE RECOVERY IN INDUSTRIAL ACTIVITY
LME COPPER FORWARD PRICE (IN USD PER TON)

Copper 12,000

----- Fowards
Forecast

ces e e 11000
10,000
9,000
8,000
7,000
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Source: Bloomberg, The Investment Institute by UniCredit
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Copper prices continued to climb, driven
by optimism over easing US-China trade
tensions, persistent supply disruptions
in Indonesia and Chile, and copper’s
designation as a US critical mineral,
reinforcing its stratedic importance.

China’s smelting-capacity curbs,
combined with a gradual global
industrial recovery in the US and Europe
and renewed infrastructure spending,
signal tighter supply and sustained
demand momentum.

Outlook: we expect LME copper prices to
trade at between USD 10,900/t and
USD 12,000/t in 2026, easing slightly
to USD 10,600-11,700/t in 2027 as
industrial activity normalises, while
long-term demand remains structurally
strong.
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Aluminium: supply strains and structural caps shape the outlook

Aluminium prices have remained elevated,

ALUMINIUM PRICES SET TO RISE ON INDUSTRIAL RECOVERY AND SUPPLY DYNAMICS up about 12% year-to-date, supported by
LME ALUMINIUM FORWARD PRICE (IN USD PER TON) persistent supply concerns and China’s
: commitment to curb overcapacity. Its
Aluminium 4,000 45mn-ton output cap may be breached
..... Fowards next year, adding uncertainty to the
3,600 : supply outlook.
e forecast :
3200 External expansion faces hurdles, as
' Chinese smelters’ overseas projects face
rising energy costs and requlatory risks,
2,800 while decarbonisation, lightweighting, and
> 400 grid upgrades support long-term demand.
' : Outlook: we forecast LME aluminium
2,000 prices to trade at between USD 3,000/t
and USD 3,300/t in 2026, easing slightly
1,600 to USD 2,900-3,100/t in 2027 as global
' : industrial activity normalises, though
1,200 upside risks remain due to supply strains

2018 2019 2020 2022 2023 2024 2026 2027 and strategic demand trends.

Source: Bloomberg, The Investment Institute by UniCredit
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Nickel: price continues sideways move with ample supply

NICKEL CONTINUES ITS SIDEWAYS TREND

LME NICKEL 3M FORWARD PRICE (USD/MT) AND INVENTORIES (MT)

300,000 LME nickel inventories

——— LME nickel 3M forward (rs)

- — =2024 averade (rs)
250,000 - = —3Y average (rs)

200,000

150,000

100,000

50,000

Jan-24  Apr-24  Jul-24  Oct-24

Source: Bloomberg, The Investment Institute by UniCredit
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The LME nickel price has continued to
move sideways in recent months. LME
inventories have continued to climb,
which acts as a further price break.
Indonesia, the leading supplier of nickel
worldwide, is reportedly considering
various actions to constrain supply and
boost prices. This would be a change
from the country’s previous policy of
prioritising volume growth over price in
order to dominate global nickel supply.

We expect the nickel price to remain
rangebound at around USD 15,000-
16,000/mt for the foreseeable future.
An acceleration in BEV demand in the
future (notably outside China, where
sales are already strong) could tighten
the supply-demand balance, especially
if countries raise monetary incentives for
BEV adoption.
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Battery metals

Lithium: prices up from lows due to supply and demand concerns

: After an extended price decline starting
LITHIUM PRICES ARE OFF THEIR LOWS FOR THE YEAR AND HAVE BECOME MORE VOLATILE : in 2023, lithium prices have been

EUROPE VS. CHINA LITHIUM CARBONATE 99.5%, USD/MT volatile since August. Concerns about
: supplies arose after some mining supply
16,000 was (temporarily) closed in China. More
: recently, prices rose again following
14,000 predictions in China of better-than-

: expected demand for BEV sales and
--------------------------------------------------------- utility-grade battery storage.

12,000

Lithium supply has exceeded the
demand outlook throughout 2025,
putting pressure on prices. Given
: lackluster demand growth in China and
8,000 ongoing global investment in new

: lithium supply, we expect prices to

10,000

China lithium carbonate 99.5% DEL

Europe lithium carbonate 99.5% DEL 6.000 decline from the current level back
_____ 2024 average ’ towards USD 10,000/mt on averade in
: 2026. However, government programs
4,000 to stimulate BEV adoption represent a
Jan-24 Apr-24 Jul-24 Oct-24 Jan-25 Apr-25 Jul-25 Oct-25 key upside risk factor to prices.

Source: SMM International, Asian Metal Inc., Bloomberg, The Investment Institute by UniCredit
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Battery metals
Cobalt: prices propped up by export restrictions

COBALT PRICES RISE IN TWO STAGES AS THE DRC CONSTRAINS EXPORTS
usb/LB

Cobalt metal futures 2022-24 average — — —2024 average 25

DRC imposes T DRC imposes

export ban export quotas

Jan-24 Apr-24 Jul-24 Oct-24 Jan-25 Apr-25 Jul-25 Oct-25

Source: Fastmarkets, Bloomberg, The Investment Institute by UniCredit
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STRATEGY > CEE> COMMODITY> FORECAST> @

The Democratic Republic of Condo
(DRC), which is the largest producer of
mined cobalt globally, responded to
plunging cobalt prices (75% decline
peak to trough) with stringent export
constraints in 2025. The DRC started
with an export ban in February and
replaced this with an export quota
system in September that was below
expectations.

Despite these short-term measures, the
fundamental outlook for cobalt is poor,
with rising supply coming from
Indonesia and alternative battery
chemistries that avoid cobalt. Given this
weak fundamental outlook and the DRC
potentially relaxing its quotas
eventually, we think cobalt prices could
fall toward USD 12/lb in the medium
term, although this depends on the
evolving policies of the DRC.

/.
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Forecast




Macro

GDP, CPI and budget balance

For detailed

forecast tables

click the

following links:
ECONOMICS >

Fl >
FX >

RISKY ASSETS >

SUMMARIES > MACRO > CEE> COMMODITY >
Real GDP Consumer prices Budget balance
% YIY % YIY % of GDP

2025 2026 2027 2025 2026 2027 2025 2026 2027

Global 3.2 31 3.2 - - - - - -
us 1.9 2.1 2.0 2.7 2.9 2.6 -7.4 -7.9 -8.0
Eurozone 14 1.0 14 2.1 18 1.9 -3.4 -3.7 -3.6
Germany 0.2* 1.2* 1.9* 2.2 1.9 2.0 -3.0 -4.3 -4.3
France 0.8 0.9 11 1.0 13 1.4 -5.4 -5.0 -4.6
Italy 0.5 0.6 0.8 15 1.4 1.6 -3.1 -2.9 -2.7
Spain 2.9 2.1 1.8 2.7 21 2.0 -2.5 -2.1 -2.2
UK 14 1.0 1.2 34 2.4 2.0 -4.5 -3.8 -3.5
China 5.0 41 3.8 -0.3 0.5 1.0 -8.5 -8.0 -8.0
Japan 1.0 0.8 0.8 3.0 2.1 2.0 -3.1 -4.0 -3.8
India 6.6 6.2 6.4 2.8 4.0 4.0 -7.1 -7.2 -7.1

Source: The Investment Institute by UniCredit

*Non-WDA figures. Adjusted for working days: 0.3% (2025), 0.9% (2026) and 1.8% (2027)
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Forecast Tables

FORECAST> @


https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_Economics_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FI_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FX_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_Risky_Assets_e.pdf

Ma CrO SUMMARIES > MACRO > STRATEGY > CEE > COMMODITY >

Central Banks Watch

For detailed

forecast tables

click the Current 4Q25 1Q26 2Q26 3Q26 4Q26 1Q27 2Q27 3Q27 4Q27

following links: Fed 4.00 4.00 4.00 3.75 3.75 3.50 3.50 3.50 3.50 3.50

ECONOMICS > ECB 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.25

Fl > BOE 4.00 3.75 3.50 3.25 3.00 2.75 2.75 2.75 2.75 2.75

FX > BoJ 0.50 0.75 0.75 1.00 1.00 1.00 1.25 1.25 1.25 1.25

RISKY ASSETS > Riksbank 1.75 1.75 1.75 1.75 1.75 1.75 1.75 1.75 1.75 2.00
Nordes Bank 4.00 4.00 3.50 3.50 3.50 3.50 3.50 3.50 3.50 3.75

g

Source: The Investment Institute by UniCredit
Note: Figures are end-of-period
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FORECAST> @


https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_Economics_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FI_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FX_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_Risky_Assets_e.pdf

Strategy

Interest rate and yield

For detailed
forecast tables
click the
following links:

ECONOMICS >
Fl >

FX >

RISKY ASSETS >

Source: Bloomberg, The Investment Institute by UniCredit

Note: Figures are end-of-period

SUMMARIES > MACRO> STRATEGY> CEE> COMMODITY >

25.11.25 1Q26 2Q26 3Q26 4Q26

Eurozone Depo rate 2.00 2.00 2.00 2.00 2.00
3M Euribor 2.07 2.00 2.00 2.00 2.00

2Y Schatz 2.02 2.10 2.10 2.10 2.10

10Y Bund 2.67 2.75 2.80 2.85 2.90

2Y EUR swap 2.16 2.25 2.25 2.25 2.25

10Y EUR swap 2.73 2.80 2.85 2.90 2.95

10Y Bund-swap spread 5 5 5 5 5

2Y BTP 2.19 2.30 2.30 2.30 2.30

10Y BTP 3.40 3.45 3.50 3.55 3.60

10Y BTP-Bund spread 73 70 70 70 70

us Fed funds rate 4.00 4.00 3.75 3.75 3.50
3M QIS SOFR 3.80 3.68 3.60 342 3.35

2y UST 3.46 3.70 3.70 3.65 3.65

10Y UST 4.00 4.25 4.25 4.25 4.30

10Y UST-Bund spread 132 150 145 140 140
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https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_Economics_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FI_e.pdf
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Strategy

FX and risky assets

For detailed
forecast tables
click the
following links:

ECONOMICS >
Fl >

FX >

RISKY ASSETS >

25.11.25 1Q26 2Q26 3Q26 4Q26
EUR-USD 116 114 116 117 118
USD-JPY 157 154 150 148 145
EUR-JPY 181 176 174 173 171
GBP-USD 132 129 129 1.28 127
EUR-GBP 0.88 088 090 091 0.93
USD-CNY 708 710 7.09 7.08 7.07
EUR-CNY 8.18 809 822 8.28 834

Source: Bloomberg, S&P Global, The Investment Institute by UniCredit

Note: Figures are end-of-period
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SUMMARIES > MACRO > STRATEGY > CEE >

COMMODITY >

25.11.25 End-2025 Mid-2026

0il

Brent USD/bbl. 62.5
Equities

Euro STOXX 50 5,574
STOXX Europe 600 568
DAX 23,465
MSCI Italy 112
S&P 500 6,766
Nasdaqg 100 25,018
Credit

iBoxx Non-Financials Senior 77
iBoxx Banks Senior 75
iBoxx High Yield NFI 281

62.5

5,900
600
25,500
118
7,200
27,000

95
95
325

62.5

6,200
630
27,000
123
7,600
28,000

90
87
300

FORECAST> @


https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_Economics_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FI_e.pdf
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CEE

SUMMARIES >

GDP, inflation and current account balance

For detailed
forecast tables
click the
following links:

ECONOMICS >
Fl >

FX >

RISKY ASSETS >

Source: national statistical offices, Eurostat, Macrobond, central banks, The Investment Institute by UniCredit
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EU-CEE
Bulgaria
Croatia
Czechia
Hundary
Poland
Romania
Slovakia
Slovenia

Bosnia and Herz.

Serbia

MACRO >

Real GDP

% change
2025 2026 2027
2.3 2.6 2.8
35 33 33
31 3.2 2.9
2.4 2.0 2.6
0.4 2.2 2.5
34 35 2.9
0.8 1.5 3.0
0.8 13 1.6
0.5 2.l 2.3
2.2 3.0 3.2
2.3 31 3.6

Forecast Tables

CPI, EoP

% change
2025 2026 2027
3.8 33 2.9
53 39 33
3.0 2.5 2.5
2.7 2.6 2.5
33 51 4.7
2.6 2.8 2.5
9.6 45 3.2
3.8 3.6 2.4
2.3 2.2 2.0
35 2.0 2.0
2.7 38 3.8

STRATEGY > CEE> COMMODITY >
C/A balance
% GDP
2025 2026 2027
-2.1 -1.9 -2.5
-3.0 -2.9 -2.9
2.2 2.4 1.8
18 1.2 2.7
-1.1 -1.3 -0.5
-8.2 -7.8 -6.8
-5.0 -4.4 -3.5
2.3 2.2 2.2
-4.1 -4.3 -4.3
-5.1 -5.1 -49

FORECAST> @


https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_Economics_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FI_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FX_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_Risky_Assets_e.pdf

CEE

Basic balance, external debt and buddet balance

For detailed
forecast tables
click the
following links:

ECONOMICS >
Fl >

FX >

RISKY ASSETS >

EU-CEE
Bulgaria
Croatia
Czechia
Hundary
Poland
Romania
Slovakia
Slovenia

Bosnia and Herz.

Serbia

Extended basic balance

% GDP
2025 2026 2027
3.6 45 2.8
16 2.2 19
3.2 39 2.9
2.8 4.1 53
2.0 31 31
-4.7 -4.0 -2.5
-3.2 -2.8 -2.0
4.3 45 3.8
0.0 -0.4 -0.4
-0.9 -0.6 -0.7

Source: national statistical offices, Eurostat, Macrobond, central banks, The Investment Institute by UniCredit
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SUMMARIES > MACRO >

External debt
% GDP
2025 2026 2027

CEE >

COMMODITY >

Budget balance

474 481 491
66.0 651 644
63.7 642 64.
1194 1085 104.2
518 518 515
587 613 612
989 964 939
876 872 864
16.7 165 163
506 588 548

% GDP
2025 2026 2027
-3.0 -2.8 -2.9
-2.9 -2.9 -2.8
-2.3 -2.7 -3.0
-5.0 -5.5 -4.7
-6.9 -6.5 -6.2
-8.4 -6.4 -5.7
-5.0 -4.6 -4.1
-2.5 -2.8 -3.0
-2.5 -2.5 -2.5
-3.0 -3.0 -3.0

FORECAST> @


https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_Economics_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FI_e.pdf
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/YearlyCompass/Forecasts_FX_e.pdf
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CE E SUMMARIES > MACRO> STRATEGY > CEE> COMMODITY> FORECAST> @

Government debt, policy rate and exchande rate

For detailed
forecast tables .
click the Government debt Policy rate FX vs. EUR EoP
following links: % GDP %
ECONOMICS > 2025 2026 2027 2025 2026 2027 2025 2026 2027
EU-CEE - = = = = > = = -
Fl> Bulgaria 279 311 322 - EUR  EUR 196 EUR  EUR
FX > Croatia 56.6 56.2 56.1 EUR EUR EUR EUR EUR EUR
RISKY ASSETS > Czechia 43.6 443 45.2 3.50 3.50 3.50 24.5 24.4 24.4
Hundary 74.3 74.1 73.1 6.50 6.50 5.75 389 393 404
Poland 59.6 64.1 68.5 4.25 3.75 3.75 4.30 4.35 4.35
Romania 62.5 66.7 69.3 6.50 5.50 450 5.08 5.17 5.25
Slovakia 62.0 63.3 64.5 EUR EUR EUR EUR EUR EUR
Slovenia 65.2 64.0 63.5 EUR EUR EUR EUR EUR EUR
Bosnia and Herz. 30.3 30.7 31.1 - - - 1.96 1.96 1.96
Serbia 45.0 445 443 5.75 5.00 5.00 1172 1173 117.3

Source: national statistical offices, Eurostat, Macrobond, central banks, The Investment Institute by UniCredit r I
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Legal GLOSSARY

. Terms used in the report are available on our website: https://www.the-investment-institute.unicredit.eu/en/glossary.

MARKETING COMMUNICATION

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and UniCredit Bank GmbH (hereinafter jointly referred to as the
“UniCredit Group”) is addressed to the general public and is provided free of charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit
Group or, even less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an investment research or financial analysis
since, in addition to the lack of content, it has not been prepared in accordance with legal requirements designed to promote the independence of investment research, and it is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or transactions detailed herein. Relevant disclosures of interests and

positions held by UniCredit Group are available at: https://www.the-investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures. Any estimates and/or assessments contained in

this publication represent the independent opinion of the UniCredit Group and, like all the information contained therein, are given in good faith on the basis of the data available at the date of

publication, taken from reliable sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and truthfulness of which the

UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry out their own investment assessments in a completely autonomous and independent

manner, relying exclusively on their own considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation. Investment

involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly according to changes in exchange rates and have an

undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the event of bankruptcy of the issuer, the investor may lose the
entire capital.

. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at the time of sale up to the entire capital invested.

. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable information on their value.

. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of the customer and may be subject to change in the future.

. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect against a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damades that may arise to anyone from the use of this document, including, but not limited to, damages due to losses,

lost earnings or unrealised savings. The contents of the publication — including data, news, information, images, graphics, drawings, brands, and domain names — are owned by the UniCredit Group

unless otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not allowed to reproduce its contents, in whole or in part,

on any medium, copy them, publish them and use them for commmercial purposes without prior written authorisation from UniCredit Group unless if purposes of personal use only.
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