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December 2025 The S&P 500 generated a slight gain ending a strong year despite disruptive government
policy initiatives and concern for concentrating exposure in themes related to artificial intelligence. A
surprisingly high third quarter GDP growth rate and a lower inflation report drove positive sentiment,
outweighing an uptick in the unemployment rate. The Fed made its third rate cut for the year, but long-term
rates rose with growing government debt putting pressure on fixed income markets.

UsS EQUITY NON-US EQUITY FIXED INCOME

US equity markets added more than $8.7 trillion in market
capitalization in 2025, with strong gains in large cap growth.
However, markets continued to grapple with data issues
from the government shutdown and investors scrutinized
business models in artificial intelligence. This led to a drag
on growth stocks as investors rotated into materials,
industrials, and financials. Small cap growth pulled back
further, with wider dispersion in performance this year
creating a richer opportunity set for tax-loss harvesting.

S&P 500 0.1 17.9
Russell 1000 0.0 17.4
Russell 1000 Value 0.7 15.9
Russell 1000 Growth -0.6 18.6
Russell 2000 -0.6 12.8
Russell 2000 Value 0.2 12.6
Russell 2000 Growth -1.3 13.0

International markets broadly outperformed domestic
equities in 2025. Canada had a stellar year adding to gains
during the month with strong enthusiasm in metals & mining
despite energy price weakness. Europe and Japan also posted
a strong month and year as attractive valuations drew capital
away from frothy US AI names. South Korea led emerging
markets, rising 11% in December and 94% in 2025 on booming
memory-chip demand, with domestic conglomerates
controlling over 9o% of global market share.

MSCI All-Country World ex-US 3.0 331
MSCI Canada 31 37.4
MSCI EAFE 3.0 31.9
MSCI Europe 3.9 36.3
MSCI Japan 0.6 25.1
MSCI Emerging Markets 3.0 34.4
MSCI China -1.2 314

Bonds were relatively lackluster as the yield curve steepened
and spreads remained stable. Duration supported returns up
to two years and detracted beyond that. Short-term rates fell
with the Fed rate cut, while the long end priced fewer cuts
and higher real rates as global central banks shifted toward
gold and away from US Treasuries. A seasonal ease in supply
helped municipal bonds generate outperformance in the
investment grade space after heavy issuance detracted from
returns earlier in the year.

US Aggregate -0.1 7.3
US Intermediate Treasuries 0.0 6.5
US Long Treasuries -1.7 5.6
USs TIPS -0.4 7.0
Corporate IG Bonds -0.2 7.8
High-Yield Bonds 0.6 8.6
Tax-Exempt Bonds 0.3 5.1

CURRENCIES REAL ASSETS HEDGE STRATEGIES

The US dollar retreated to a level last seen in March 2022
before the Fed began raising rates. Dollar weakness may
reflect investor expectations that a less independent future
Fed chairman will pursue more aggressive rate cuts. The
strong US GDP report may also have reduced safe-haven
demand and increased demand for more risk-on currencies
like the euro. The Bank of Japan increased rates a quarter
point to their highest level since 1995. However, the BoJ
governor’s less hawkish tone led to weakness in the yen.

US Dollar 1.1 9.4
Euro 1.2 134
Yen -0.4 0.3
Renminbi 13 4.5
Canadian Dollar 1.7 4.9
Bitcoin -3.6 -6.6

Gold reached a record high mid-month with concern for
growing levels of global sovereign debt. Copper reached a
peak outpacing gold with ongoing demand for electrification
alongside significant mine outages. Energy markets were
weak with strong supply in both natural gas (reaching a
record level in the US) and crude oil. MLPs were down as
some contract prices reset lower. REITs were down with
ongoing weakness in the office space, strong supply in self-
storage, and yearend profit taking in data centers.

Commodities? -0.3 15.8
Energy 9.1 -10.4
Industrial Metals 6.4 21.4
Gold 2.4 62.5

Master Limited Partnerships? -1.6 9.8

Real Estate Investment Trusts? -2.3 2.9

Macro generated the strongest return with trading tied to US
dollar weakness, differentiated moves across global central
banks, and trends in commodity prices. Equity hedge
delivered a solid gain on higher gross and net leverage, with
overweight long exposure to the health care, industrials, and
consumer discretionary sectors. Other strategies delivered
modest gains. The VIX almost reached its lowest level of the
year with strong GDP growth, a lower-than-expected CPI,
and a calmer global trade environment.

Equity Hedge 11 10.2
Equity Market Neutral 0.6 6.3
Event Driven 0.1 5.8
Relative Value Arbitrage 0.2 6.2
Macro 1.4 5.7
Volatility Index (VIX = 14.95) -8.6 -13.8



Disclosures

All statements concerning future market or economic trends are the opinions of Greycourt’s investment professionals. The statistical
information presented in this report has been obtained from independent sources as noted. While Greycourt believes these sources to be
reliable, Greycourt has not independently verified this information. None of the material contained in this package should be construed as a
recommendation for a specific investment or strategy; this is not an offer to buy or sell securities. The investments or investment strategies

discussed herein may not be suitable for every investor. Investing involves risks, including the risk of loss of the principal amount invested,
and there is no assurance that any investment strategy will be successful.
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