
 

December 8th, 2025 

 

A mixed start to December, waiting for the Fed 
• After an extremely volatile though overall positive November, December starts with no clear direction 
• The week ahead will be all about the Fed and a few other central banks as the year comes to an end 
• Our positioning has worked extremely well so far, we are working on our 2026 Outlook. 

 

 

 

Last week was not particularly remarkable on global markets, 
despite a significant wave of economic data. The latter didn’t 
materially change the market’s current perception of the 
backdrop. Global PMIs for November came continued to paint 
a constructive picture. Services are in expansion everywhere, 
and there is no dramatic concern in manufacturing activity. 
This means that the global economy continues to be a bit more 
than just resilient, running slightly above its recent trend.  

The US government shutdown is over, though it still impacts 
the release of official data. The PCE inflation revealed last 
week was for September, thus a bit outdated, and anyway in 
line with expectations. There was no NFP job report, so the less 
impactful ADP was all we had for November, and it showed 
enough tepidness (with job destructions) to comfort 
expectations for the Fed to cut interest rates next week, 
despite a notable drop in jobless claims last week.  

The Fed’s last policy meeting of the year, which will conclude 
Wednesday, feels like the last key event of a tumultuous yet so 
far extremely positive year for investments. Future markets are 
allocating a 90% probability for a 25 basis points cut in 
December, which is also our (long held) scenario. From there, 
uncertainty prevails: will the economy continue to defy gravity 
and bring back the threat of inflation, or will the weak job 
market start to take a toll on consumption? When will President 
Trump announce the next Fed chair, and how dovish can he be? 

These are some the questions we thoughtfully ask ourselves as 
we prepare our 2026 Global Investment Outlook.  We are 
sometimes asked why we always release it in January and not in 
November like most of our competitors. The reason: we wait 
for the year to end so that we can transparently report on our 
performances (good and bad, so far 2025 is actually very 
good) and start from a clean page that includes the year’s 
latest developments. We will also hold our monthly investment 
committee this Tuesday, Have a great week.
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Cross-asset Update 

 

 

TAA – Relative Positioning – Moderate Profile 
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Markets have continued to show exuberance in the back of the AI 
trade by climbing a wall of worry based on a longer and longer 
laundry-list of perceived risks.  Indeed, there is not much to be 
excited about the U.S. economy apart from the massive AI 
investments. Retail sales remain weak, income growth is slowing, 
and consumer confidence lingers at multi year lows. Also, the 
housing market is not faring any better showing one if its weakest 
years if we exclude the GFC. Yet, there are signs that we could be 
nearing a turning point that would be justifying the current 
exuberance. High hopes are pinned on the One Big Beautiful Bill 
that starting Jan 1 allows businesses to immediately deduct 
capital expenses, that is investments in equipment and R&D. This 
is a tailwind for 2026, pointing to a capex cycle extending across 
the economic spectrum, so well beyond AI. While the US 
economy is usually led by a consumer cycle, investment-led 
activity would strongly support economic growth and favor the 
most cyclical pockets of the market. This may be why some 
survey-based leading indicators are suggesting that non-
residential capital expenditure is at a positive inflection point. The 
same holds for payrolls, based on a different set of survey-based 
indicators. The sore point is that the manufacturing sector is not 
playing ball, nor are longer-dated Treasury yields. Actually, US 
manufacturing showed some signs of deterioration as per the 
latest ISM report while remaining stuck in contraction territory. 
And since the House approved the OBBB the yield on the 10-year 
note has shifted lower, not a sign of confidence from the fixed 
income market about stronger growth to come. 

Another source of uncertainty stems from Fed’s policy. While 
consensus is projecting multiple rate cuts in 2026 in keeping with 
ongoing pressures from the White House, easing may be more 
back-end loaded in the year than currently expected. If the 
economy remains resilient, chair Powell may well decide to stay 
on hold while waiting to pass the baton to his successor in May 
2026. The ensuing uncertainty would then require a more hawkish 
repricing of monetary bets. 

For now, markets are showing some initial evidence that investors 
are taking higher chances of a new capex cycle seriously. 
Commodities broke out higher getting out of the range they have 
been boxed in throughout 2024, and cyclical stocks have already 
rallied versus their defensive peers, possibly anticipating 
improvements in manufacturing activity. It will be important for 
the continuation of the current rally that the goods sector, so far 
mired in a sluggish phase, picks up for real. This is the biggest 
question mark for next year: will manufacturing be finally 
supporting the global economy taking the lead from services? 
Global stocks and in particular EM equities would otherwise not 
be able to prolong their stretch of outperformance versus the US 
market, while at the same time AI fatigue would be setting in. 
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Last Friday's PCE data matched economists' forecasts. The core 
personal consumption expenditures price index, which excludes 
food and energy, increased by 0.2% in September—marking the 
third consecutive month of such a rise in the Fed's preferred core 
index. This keeps the annual rate just below 3%, indicating that 
inflation is steady but remains persistent. This week is packed with 
key central bank decisions, including the Federal Reserve’s. The 
market has already fully priced in a 25bps rate cut from the Fed. 
Investors will closely examine Chairman Powell’s comments to 
determine if this cut reflects a hawkish stance. Meanwhile, 
economists anticipate that the Bank of Canada, Swiss National 
Bank, and Reserve Bank of Australia will maintain their current 
policy rates. The US Treasury will hold auctions for $58 billion in new 
3-year notes, along with reopenings of $39 billion in 10-year and 
$22 billion in 30-year bonds on Tuesday and Thursday. 

S&P Global Ratings Credit Research & Insights expects the global 
trailing-12-month speculative-grade corporate default rate to be 
3.7% by September 2026, from 3.5% in September 2025.  This 
forecast incorporates slight declines in default rates for the U.S. 
and Europe and a rising default rate for Asia-Pacific. The count of 
defaults has been falling for the last two years, but the proportion 
of distressed exchanges has hit another all-time high in 2025, at 
55% as of Oct. 31, 2025. According to JPM, the recovery rates of 
Distressed exchanges are 50%+. Although distressed exchanges 
result in much higher recoveries than other forms of default do, 
they often lead to subsequent defaults within a year or two. 

Spreads remained range bound across credit segments last week. 
IG credit OAS spreads traded in a tight range of 2bps and the 
Bloomberg Credit Agg index generated 0.06% return. Bloomberg 
HY spreads index compressed and currently trades at 289bps. HY 
outperformed IG generating 0.3% weekly returns. EM Debt had a 
decent week with 0.14% returns as spreads remained tight at 
178bps.  

2025 supply of GCC debt broke a new record with more than 
$140bn issuance.  KSA dominated the issuance volumes with 
around $64bn new bonds issued, followed by the UAE at around 
$37bn. GCC debt supply is expected to be slightly lower with 2026 
KSA budget forecasting a slimmer budget deficit at 3.3%. 
However, opportunities will be there in 2026 as we expect KSA 
banks to lead the issuance wagon to shore up their capital. 
Separately, the Government of the Emirate of Sharjah rated BBB- 
(negative) by S&P, has today announced an auction mandate to 
issue up to AED 1.25bn, 7.5-year sukuk. 
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Equity Update Equity Recommended Regional Positioning 
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The first week of December opened with a sense of measured 
confidence across global markets, as equities added to their 
recent gains and leadership broadened as a wider cast of 
contributors finally began to pull their weight. By the end of the 
week, the MSCI ACWI had risen 0.6%, supported by 0.5% gains 
across developed markets and a stronger 1.4% rise in emerging 
markets. The S&P 500 advanced 0.4% as the final stages of the 
third quarter reporting season reinforced the equity story. Actual 
earnings growth tracks near 13.4%, almost double the 7.9% 
expected at the start of the season. Notable movements include 
Meta, which gained 3.9% rotating capital away from its Metaverse 
ambitions to prioritize AI infrastructure. Netflix lagged sharply with 
a 6.8% decline as potential consolidation in streaming raised 
competitive questions. Breadth improved modestly across the 
index, and attention now turns to Broadcom and Oracle, which 
report this week and close out the final major technology earnings 
of the year. 

Within Europe, the MSCI Europe rose 0.4%, though the standout 
features were structural. Smaller markets such as Hungary, 
Slovenia and the Czech Republic now rank among the world’s 
strongest performers year to date with gains above 60% in dollar 
terms. Germany has advanced about 20% in euros, equivalent to 
34% in dollar terms, putting it far ahead of most major global 
benchmarks and positioning Europe for one of its strongest 
relative performances versus the US since the mid-2000s. Within 
sectors, autos remained a highlight. Mercedes and Renault rose 
5.9% and 7.9% for the week as the sector continued its recovery 
from what increasingly appears to have been a valuation and 
sentiment bottom earlier in the autumn. Margin visibility has 
improved, and order trends have stabilized. China’s equity 
markets continued to stabilize, with the MSCI China and CSI 300 
both up 1.3%. AI-linked names led as domestic chip production 
plans expanded, and local model development progressed. 
Internet, cloud and selected consumer names extended their 
rebound, although some of the momentum faded into end of 
week profit taking. Japan moved lower, with the Topix down 0.5%, 
but a more interesting rotation played out beneath the surface. 
Banks have begun to outshine semiconductors as expectations 
build that the Bank of Japan could lift rates at the upcoming 
meeting. The MSCI Japan Financials Index has gained nearly 9% 
over the past month, significantly outperforming the 
semiconductor complex, which has lost almost 7% over the same 
period. Equity flows have shifted accordingly, reflecting a view 
that higher domestic rates would materially improve bank earnings 
power while taking some of the speculative excess out of Japan’s 
AI related hardware names. A firmer yen added incremental 
pressure to exporters, and semiconductors retreated in line with 
weakness across the region.  

The main equity themes remain intact, yet the supporting cast 
continues to expand. Seasonal dynamics become more relevant 
as December typically offers a steady bias toward positive 
performance across major indices such as the S&P 50. Firmer early 
month momentum and the proximity of the Federal Reserve 
meeting have historically influenced year end trading patterns. 
While conditions are in place for a potential Santa Claus Rally, 
valuations remain elevated, and markets stay sensitive to 
surprises. Seasonality can support ongoing trends, but it never 
substitutes for fundamental assessment or risk management. With 
the new week beginning, equities approach the Fed decision on 
firmer footing and with a broader distribution of leadership than 
they held earlier in the quarter. 
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Disclaimer 

This document is prepared by Emirates Islamic Bank (P.J.S.C) (“the Bank” or “Emirates Islamic”), a public joint stock company incorporated 

in Dubai, United Arab Emirates (UAE) and licensed to provide various financial services including promotion, financial consultation, and 

securities portfolio management. Emirates Islamic is regulated supervised and controlled by the Central Bank of the UAE (“Central Bank”) 

and the Securities and Commodities Authority of the UAE (“SCA”), having its head office at Building 16, Executive Towers, Dubai Healthcare 

City, P.O. Box 6564, Dubai, United Arab Emirates. This document may be distributed and/or made available by the Bank (through its website, 

its branches or through any other modes, whether electronically or otherwise). 

Emirates Islamic is a group company of Emirates NBD Bank PJSC, and together with its affiliates, subsidiaries and group entities, including 

its shareholders, directors, officers, employees and agents are collectively referred to Emirates NBD Group. 

This publication is prepared without regard to the individual financial circumstances and objectives of persons who receive it. 

Data/information provided in this publication are intended solely for illustrative purposes for the general information or its recipients, 

irrespective of their customer classification as an Ordinary Investor or Professional Investor under the SCA Regulations. 

Any person (hereinafter referred to as “you”, “your”) who has received this document or have access to this document shall acknowledge 

and agree to the following terms. 

 

Reliance  

 

This publication may include data/information taken from stock exchanges or other third-party sources from around the world, which 

Emirates Islamic reasonably believes to be reliable, fair and not misleading, but which have not been independently verified. The provision 

of certain data/information in this publication may be subject to the terms and conditions of other agreements to which Emirates Islamic is 

a party. Opinions, estimates and expressions of judgment are those of the writer and are subject to change without notice. Emirates Islamic 

or any member of Emirates NBD Group makes no representation or warranty and accepts no responsibility or liability for the sequence, 

accuracy, completeness or timeliness of the information or opinions contained in this publication. Nothing contained in this publication shall 

be construed as an assurance by Emirates Islamic that you may rely upon or act on any information or data provided herein, without further 

independent verification of the same by you. 

The contents of this document are prepared as of a particular date and time and will not reflect subsequent changes in the market or changes 

in any other factors, including those relevant to the determination of whether a particular investment activity is advisable. Emirates Islamic 

does not undertake any obligation to issue any further publications or update the contents of this document. Emirates Islamic may also, at 

its sole discretion, update or change the contents herein without notice. Emirates Islamic or any member of Emirates NBD Group does not 

accept any responsibility whatsoever for any loss or damage caused by any act or omission by you as a result of the information contained 

in this publication (including by negligence). 

References to any financial instrument or investment product in this document are not intended to imply that an actual trading market exists 

for such instrument or product. Certain investment products mentioned in this document may not be eligible for sale in some jurisdictions, 

and they may not be suitable for all types of investors. The information and opinions contained in this publication is provided for informational 

purposes only and have not been prepared with any regard to the objectives, financial situation and particular needs of any specific person, 

wherever situated. If you wish to rely on or use the information contained in this publication, you should carefully consider whether any 

investment views and investment products mentioned herein are appropriate in view of your investment experience, objectives, financial 

resources and relevant circumstances. You should also independently verify and check the accuracy, completeness, reliability and suitability 

of the information and should obtain independent and specific advice from appropriate professional advisers or experts. 

 

Confidentiality  

 

This publication may be provided to you upon request (and not for distribution to the general public), on a confidential basis for informational 

purposes only, and is not intended for trading purposes or to be passed on or disclosed to any other person and/or to any jurisdiction that 

would render the distribution illegal. 

 

Solicitation  

 

None of the content in this publication constitutes a solicitation, offer, recommendation or opinion by Emirates Islamic to buy, sell or trade 

in any security or to avail of any service in any jurisdiction. This document is not intended to serve as authoritative legal, tax, accounting, or 

investment advice regarding any security or investment, including the profitability or suitability thereof and further does not provide any 

fiduciary or financial advice. This document should also not be used in substitution for the exercise of the prospective investor’s judgment. 
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Disclaimer 
Third Party  

This publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution 

would be contrary to law or regulation. It is the responsibility of any person in possession of this publication to investigate and observe all 

applicable laws and regulations of the relevant jurisdiction. This publication may not be conveyed to or used by a third party without the 

express consent of Emirates Islamic or its affiliates, subsidiaries or group entities distributing this document. You should not use the data in 

this publication in any way to improve the quality of any data sold or contributed by you to any third party. 

Funds which are approved by the Securities and Commodities Authority (SCA) for promotion within the UAE by the Bank, shall not be deemed 

a recommendation to purchase or invest in the fund and SCA shall not be held liable for the failure of any other party concerned with any fund 

to fulfil their obligations and duties, or for the accuracy and integrity of the details concerned in the respective fund prospectus and such 

responsibility shall be held by the parties whose names are indicated in the fund prospectus according to the roles and functions of each 

party. 

Liability 

Notwithstanding anything to the contrary set forth herein, Emirates Islamic, its suppliers, agents, directors, officers, employees, 

representatives, successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person 

for any: (a) inaccuracies or errors in or omissions from this publication including, but not limited to, quotes and financial data; or (b) loss or 

damage arising from the use of this publication, including, but not limited to any investment decision occasioned thereby. Under no 

circumstances, including but not limited to negligence, shall Emirates Islamic, its suppliers, agents, directors, officers, employees, 

representatives, successors, assigns, affiliates or subsidiaries be liable to you for direct, indirect, incidental, consequential, special, punitive, 

or exemplary damages even if Emirates Islamic has been advised specifically of the possibility of such damages, arising from the use of this 

publication, including but not limited to, loss of revenue, opportunity, or anticipated profits or lost business. 

This publication does not provide individually tailored investment advice and is prepared without regard to the individual financial 

circumstances and objectives of person who receive it. The appropriateness of an investment activity or strategy will depend on the person’s 

individual circumstances and objectives and these activities may not be suitable for all persons. In addition, before entering into any 

transaction, prospective investors should: (i) ensure that they fully understand the potential risks and rewards of that transaction; (ii) 

determine independently whether that transaction is appropriate given an investor’s investment objectives, experience, financial and 

operational resources, and other relevant circumstances; (iii) understand that any rates of tax and zakat or any relief in relation thereto, as 

may be referred to in this publication may be subject to change over time; (iv) consult their advisers on the legal, regulatory, tax, business, 

investment, financial and accounting implications of the investment; (v) understand the nature of the investment and the related contract 

(and contractual relationship) including, without limitation, the nature and extent of their exposure to risk; and (vi) understand any regulatory 

requirements and restrictions applicable to the prospective investor. 

Investors should make their own investigation into the Shariah compliance of any investment they wish to invest in. No reliance should be on 

the Bank or any declarations, fatwa, opinion, or other documents prepared by, on behalf or at the request of the Bank for the purposes of a 

determination or confirmation that the investment is Shariah compliant. Internal Shariah supervision committee of the product (s) issuing 

entity holds the responsibility of ensuring conformity of the product with Shariah. 

Forward Looking  

Past performance is not necessarily a guide to future performance and should not be seen as an indication of future performance of any 

investment activity. The information contained in this publication does not purport to contain all matters relevant to any particular 

investment or financial Past performance is not necessarily a guide to future performance and should not be seen as an indication of future 

performance of any investment activity. The information contained in this publication does not purport to contain all matters relevant to any 

particular investment or financial instrument and all statements as to future matters are not guaranteed to be accurate. Certain matters in 

this publication about the future performance of Emirates Islamic or members of its group (the Group), including without limitation, future 

revenues, earnings, strategies, prospects and all other statements that are not purely historical, constitute “forward-looking statements”. 

Such forward-looking statements are based on current expectations or beliefs, as well as assumptions about future events, made from 

information currently available. Forward-looking statements often use words such as “anticipate”, “target”, “expect”, “estimate”, “intend”, 

“plan”, “goal”, “seek”, “believe”, “will”, “may”, “should”, “would”, “could” or other words of similar meaning. Reliance should not be 

placed on any such statements in making an investment decision, as forward-looking statements, by their nature, are subject to known and 

unknown risks and uncertainties that could cause actual results, as well as the Group’s plans and objectives, to differ materially from those 

expressed or implied in the forward-looking statements. Estimates of future performance are based on assumptions that may not be 

realized. 
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Disclaimer 
Risk 

Data included in this publication may rely on models that do not reflect or take into account all potentially significant factors such as market 

risk, liquidity risk, and credit risk. Emirates Islamic may use different models, make valuation adjustments, or use different methodologies 

when determining prices at which Emirates Islamic is willing to trade financial instruments and/or when valuing its own inventory positions 

for its books and records. The use of this publication is at the sole risk of the investor and this publication, and anything contained herein, is 

provided "as is" and "as available." Emirates Islamic makes no warranty of any kind, express or implied, as to this publication, including, but 

not limited to, merchantability, non-infringement, title, or fitness for a particular purpose or use. 

Investment in financial instruments involves risks and returns may vary. The value of investment products mentioned in this document may 

neither be capital protected nor guaranteed and the value of the investment product and the income derived therefrom can fall as well as rise 

and an investor may lose the principal amount invested. Investment products are subject to several risks factors, including without limitation, 

market risk, high volatility, credit and default risk, illiquidity, currency risk and profit rate risk. It should be noted that the value, price or income 

of securities denominated in a foreign currency may be adversely affected by changes in the currency rates. It may be difficult for the investor 

to sell or realise the security and to obtain reliable information about its value or the extent of the risks to which it is exposed. Furthermore, 

the investor will not have the right to cancel a subscription for securities once such subscription has been made. Prospective investors are 

hereby informed that the applicable regulations in certain jurisdictions may place certain restrictions on secondary market activities with 

respect to securities.  

Before making an investment, investors should consult their advisers on the legal, regulatory, tax, business, investment, financial and 

accounting implications of the investment. In receiving this publication, the investor acknowledges it is fully aware that there are risks 

associated with investment activities. Moreover, the responsibility to obtain and carefully read and understand the content of documents 

relating to any investment activity described in this publication and to seek separate, independent financial advice if required to assess 

whether a particular investment activity described herein is suitable, lies exclusively with the investor. 

Intellectual property 

This publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates Islamic and others (including certain 

other information sources) through the application of methods and standards of judgment developed and applied through the expenditure of 

substantial time, effort, and money and constitutes valuable intellectual property of Emirates Islamic and such others. All present and future 

rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the 

laws of any governmental authority, domestic or foreign, shall, as between the investor and Emirates Islamic, at all times be and remain the 

sole and exclusive property of Emirates Islamic and/or other lawful parties.  

Except as specifically permitted in writing, you should not copy or make any use of the content of this publication or any portion thereof or 

publish, circulate, reproduce, distribute or offer this publication for sale in whole or in part to any other person over any medium including 

but not limited to over-the-air television or radio broadcast, a computer network or hyperlink framing on the internet or construct a 

database of any kind. Except as specifically permitted in writing, you shall not use the intellectual property rights connected with this 

publication, or the names of any individual participant in, or contributor to, the content of this publication, or any variations or derivatives 

thereof, for any purpose. This publication is intended solely for non-commercial use and benefit, and not for resale or other transfer or 

disposition to, or use by or for the benefit of, any other person or entity. By accepting this publication, you agree not to use, transfer, 

distribute, copy, reproduce, publish, display, modify, create, or dispose of any information contained in this publication in any manner that 

could compete with the business interests of Emirates Islamic. Furthermore, you should not use any of the trademarks, trade names, 

service marks, copyrights, or logos of Emirates Islamic or its subsidiaries in any manner which creates the impression that such items 

belong to or are associated with you, except as otherwise provided with Emirates Islamic’s prior written consent. You shall have no 

ownership rights in and to any of such items. 

 

 


