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February 2026: Trade realignment, Geopolitical risks, and diverging
growth signals

Global markets in February were shaped by heightened geopolitical tensions, shifting trade alliances, and
evolving expectations around monetary policy, creating a volatile but broadly resilient macro backdrop.
Trade policy remained a central driver of market sentiment, as the United States expanded tariff measures
across several fronts, targeting autos, technology supply chains, and strategic imports, while
simultaneously pursuing selective bilateral agreements. The US-India trade agreement marked a
significant realignment in energy and tariff flows, while negotiations with China continued amid shifting
restrictions on technology exports. Legal uncertainty around trade policy intensified after the US Supreme
Court struck down parts of the administration’s tariff framework, prompting the introduction of a temporary
15% levy on all imports and triggering corporate refund claims.

Geopolitical risk also escalated during the month, particularly in the Middle East. Initial diplomatic
progress in US-Iran negotiations quickly gave way to renewed tensions after Washington deployed
additional military assets and issued warnings over nuclear negotiations. The downing of an Iranian drone
near the Strait of Hormuz further heightened regional instability and supported oil prices, contributing to
divergence across global markets.

Central banks maintained a cautious policy stance amid mixed economic signals. The Federal Reserve
held rates steady at 3.50-3.75% following earlier easing, signaling patience as growth remained resilient
but labor indicators softened. Other major central banks largely paused as well, including the ECB and
Bank of England, while policy divergence emerged globally, with Australia raising rates and Russia cutting
by 50 basis points. Across emerging markets and the GCC, policymakers also held steady as inflation
pressures eased but external risks remained elevated.

Economic data presented a mixed but generally resilient picture. In the United States, activity indicators
remained constructive, with manufacturing returning to expansion and corporate earnings continuing to
outperform expectations. However, labor-market data pointed to gradual cooling, with weaker payroll
growth, rising jobless claims, and job openings falling to a five-year low. Inflation trends were more
encouraging earlier in the month, with core CPI slowing to 2.5% year-on-year, its lowest level in nearly
five years, though a late-month core PCE reading of 3.0% reinforced expectations that Federal Reserve
rate cuts may be delayed until mid-year. Growth also moderated, with Q4 GDP expanding at 1.4%
annualized, below expectations, even as domestic demand remained relatively firm.

Across Europe, the recovery remained uneven. Inflation continued to soften, particularly in the UK, but
industrial production weakened and sentiment deteriorated toward the end of the month. Eurozone growth
remained modest, confirming ongoing structural fragility. In Asia, economic momentum diverged: India
and Taiwan reported strong industrial and export performance, while China continued to face
disinflationary pressure despite improving trade engagement. Japan’s inflation slowed toward target,
complicating policy normalization, while flash PMI surveys highlighted diverging activity trends, with
growth accelerating in the UK and Japan but softening in the United States.

Overall, February reflected a transition phase in the global macro cycle, characterized by moderating
inflation, gradually cooling labor markets, and increasing geopolitical influence on economic outcomes.
While underlying growth remained relatively stable, markets became increasingly sensitive to trade
developments, geopolitical risks, and the timing of potential monetary easing.
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Disclaimer

ADCB Asset Management Limited (“AAML”), is a member of ADCB Group, licensed by Financial Services Regulatory Authority in Abu
Dhabi Global Markets under financial services permission number 170036.

This publication is intended for general information purposes only. It should not be construed as an offer, recommendation or solicitation
to purchase or dispose of any securities or to enter in any transaction or adopt any hedging, trading or investment strategy. Neither this
publication nor anything contained herein shall form the basis of any contract or commitment whatsoever. Distribution of this publication
does not oblige ADCB Group to enter into any transaction.

The content of this publication should not be considered as legal, regulatory, credit, tax or accounting advice. Anyone proposing to rely
on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and
suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding
information contained in this publication. Investment products are not available to US persons.

Information and opinions contained herein is are based on various sources, including but not limited to public information, annual reports
and statistical data that AAML considers accurate and reliable. However, AAML makes no representation or warranty as to the accuracy
or completeness of any statement made in or in connection with this publication and accepts no responsibility whatsoever for any loss
or damage caused by any act or omission taken as a result of the information contained in this publication. This publication is intended
for customers who are either retail or professional investors.

Charts, graphs and related data or information provided in this publication are intended to serve for illustrative purposes only. The
information contained in this publication is prepared as of a particular date and time and will not reflect subsequent changes in the
market or changes in any other factors relevant to their determination. All statements as to future matters are not guaranteed to be
accurate. AAML expressly disclaims any obligation to update or revise any forward looking statement to reflect new information, events
or circumstances after the date of this publication or to reflect the occurrence of unanticipated events.

ADCB Group does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services to
the companies covered in its publications. As a result, recipients of this publication should be aware that any or all of foregoing services
may at time give rise to a conflict of interest that could affect the objectivity of this publication. Opinions expressed herein may differ
from opinions expressed by other businesses or affiliates of ADCB Group.

Past performance does not guarantee future results. Investment products are not bank deposits and are not guaranteed by ADCB
Group. They are subject to investment risk, including possible of loss of principal amount invested. This publication may not be
reproduced or circulated without ADCB Group written authority. The manner of circulation and distribution may be restricted by law or
regulation in certain jurisdictions. Persons who come into possession of this document are required to inform themselves of, and to
observe such restrictions. Any unauthorized use, duplication, or disclosure of this document is prohibited by law and may result in
prosecution.




