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MARKET OVERVIEW

The themes that dominated markets last year have carried into the new year, dispelling any expectation that 2026
would be ‘quieter’, highlighted by the US’s audacious extradition of Nicolds Maduro from Venezuela and President
Trump’s announcement that he intends to pursue the acquisition of Greenland.

Once again, we see a clear divergence between the prevailing narrative - ‘the noise’ - and what is happening in
financial markets. Despite these headline-grabbing risks, which ultimately proved to be temporary flashpoints, global
equity markets were buoyed by stronger growth expectations and a macroeconomic backdrop that remains broadly
supportive.

Value once again outperformed as investors took a more discerning view of valuations and sought opportunities
away from richly valued, growth-oriented Al-related names. We benefited from this rotation through our allocation
to the iShares EDGE MSCI World Value ETF, which returned 4.7%. While headline US equities were down in sterling
terms last month, we saw positive returns from the iShares EDGE MSCI USA Value ETF, which rose 5.2%.

Once again, we see a clear divergence between the prevailing narrative - ‘the noise’ - and what
is happening in financial markets.

We also saw strong returns from the iShares Clean Energy ETF which was up 9% last month. The fund provides
exposure to beneficiaries of Al, but at more attractive valuations, as investors increasingly focus on the significant
energy required to power the expansion of data centres.

Government bonds came under pressure as stronger-than-expected growth and elevated public spending pushed
yields higher. US Treasuries fell, especially at the front end, as robust data delayed anticipated Fed rate cuts and
inflation expectations rose over the month. We continue to be selective in our fixed income allocation, favouring
US Treasury inflation-linked bonds, which delivered positive returns and helps mitigate the effects of unexpected
inflation.

Within our alternatives allocation, our position in gold performed well amid heightened geopolitical risks, rising
13.5%. This was achieved despite an aggressive sell-off toward the end of the month. We continue to manage our
positioning proactively, given the elevated levels of sentiment surrounding the asset.

Finally, our diversifying assets - which aim to deliver returns uncorrelated with equities and bonds - also contributed
positively. The AQR Managed Futures fund, which invests across equities, fixed income, commodities, and currencies,
generated positive performance and rose 4.8%.
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This document is issued and approved by Pacific Capital Partners Limited (PCP), which is authorised and regulated by the Financial Conduct Authority.
This document is intended primarily for internal use, but may be distributed upon request to investment professionals and exempt investors in
accordance with the FSMA 2000 (Promotion of Collective Investment Schemes Exemptions Order 2005) for authorised purposes only. It does not
constitute advice, an offer or a recommendation to purchase or sell any financial products and you should not rely on the information in making an
investment decision. The information and analysis contained herein are based on sources believed to be reliable. However, we do not guarantee their
timeliness, accuracy or completeness, nor do we accept liability for any loss or damage resulting from your use or reliance upon of this document.
Any opinions expressed reflect our current judgment at the date of this document and are subject to change without notice. Past performance is not
necessarily a guide to future performance. This report is not directed to or intended for distribution to or use by any person or entity in any jurisdiction
where such distribution, publication or use would be unlawful. This document may not be reproduced (in whole or in part), transmitted, modified or
used for any public or commmercial purpose without the prior written permission of PCP. Pacific Asset Management is a trading name of PCP.




