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Global markets shaken by Japan bond selloff, Greenland worries

Macro headlines

President Trump escalated geopolitical tensions on Tuesday, declaring there was “no going back” on his
goal of securing control of Greenland and refusing to rule out the use of force. The remarks came as
European leaders struggled to coordinate a response, with the president simultaneously threatening steep
tariff increases on EU nations unless a deal is reached. Later in the day, Trump struck a more conciliatory
tone, saying he believed “we will work something out” with NATO allies — but the damage to market
sentiment had already been done. The US will withdraw 200 military personnel from NATO and its advisory
groups, according to officials familiar with the matter, marking another step in the administration’s
recalibration of its European security posture. Trump also threatened 200% tariffs on French wines and
champagne in an effort to pressure President Macron into joining his Board of Peace initiative. Domestically,
the White House announced an executive order restricting large institutional investors from competing with
individual homebuyers, part of a broader push to address housing affordability. US labor market data
showed a sharp slowdown in private sector hiring: ADP weekly employment change fell to 8,000 from
11,750, a 32% w/w decline and a signal of cooling job creation. In the UK, HMRC data showed payrolled
employees falling by 155,000 y/y and 33,000 m/m, while unemployment rose to 5.1% — the highest in over
a year. The claimant count increased on the month but fell y/y to 1.677m. Eurozone sentiment improved
sharply: the ZEW Economic Sentiment Index jumped to 40.8, while Germany’s reading surged to 59.6, with
the Current Situation index also improving materially. German producer prices fell 2.5% yly, broadly in line
with forecasts. The eurozone current account surplus narrowed sharply to EUR12.6bn in November, down
from EUR27.1bn, driven by weaker exports and a swing in primary income into deficit. Asia delivered strong
tech sector signals. Taiwan’s export orders hit a record USD743.7bn in 2025, up 26% yly, driven by surging
Al demand. December orders rose 43.8% yly, far above expectations. Turning to corporates, Netflix beat
revenue and earnings expectations but fell more than 4% in after hours trading as investors focused on its
escalating bidding war for Warner Bros Discovery.

Market performances

Global markets experienced a broad and forceful selloff on Tuesday as President Trump’s Greenland linked
tariff threats reignited fears of a renewed trade war with Europe. The “Sell America” trade — selling US
equities, the dollar, and Treasuries simultaneously — resurfaced, driving a sharp risk off shift across regions.
The Dow fell 1.76%, the S&P 500 dropped 2.06%, and the Nasdagq slid 2.39%, marking their biggest daily
declines since October 10. The VIX spiked to 20.99, an eight week high. European equities weakened
further, with the STOXX 600 down 0.7% after a 1.2% decline on Monday. MSCI World fell 1.58%. EU leaders
are preparing potential retaliatory tariffs worth EUR93bn ahead of an emergency summit. In Asia, MSCI
Asia ex Japan fell 0.55%, while Japan’s Nikkei dropped 1.11% as rising JGB yields and political uncertainty
weighed on sentiment. JGB yields surged to record highs following Prime Minister Takaichi’s snap election
call and fiscal expansion pledges. Safe haven flows intensified. Gold surged above USD4,700/0z, reaching
USDA4,759/0z before settling slightly lower. Silver hit a record USD95.87/0z before easing. The dollar
weakened, with the dollar index falling to 98.64, while the euro strengthened to USD1.1732. US Treasury
yields rose sharply as markets reopened after the holiday. The 10 year yield climbed to 4.295%, and the
yield curve steepened at the fastest pace since October. Oil prices rose modestly, with Brent at
USD64.92/bbl and WTI at USD60.34/bbl, supported by short covering and lingering concerns about Iran
related supply risks. Gulf equity markets outperformed, with Dubai closing at its strongest level in nearly two
decades.

What’s next

Wednesday’s focus shifts to Davos, where President Trump will deliver a special session speech at the World
Economic Forum. Markets will watch closely for any shift in tone on Europe, tariffs, NATO, and Greenland — all of
which have driven recent volatility. The US’s December pending home sales data and Canada’s December PPI
will offer fresh reads on housing and producer price dynamics. In the UK, December inflation and the CBI Business
Optimism Index will help clarify whether the economy is stabilizing after a soft labor market print. South Africa
publishes December inflation. In Asia, Indonesia announces its interest rate decision and December loan growth
figures. Malaysia releases December inflation and trade data, Taiwan publishes December export orders, and
Hong Kong releases its unemployment rate. Corporate earnings accelerate with results from Johnson & Johnson,
Halliburton, Travelers, United Airlines, Prologis, TE Connectivity, and several UK corporates. With markets already
on edge, today’s data and corporate updates will determine whether risk sentiment stabilizes or whether the selloff
deepens.
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Global markets’ performance snapshot
Performance snapshot*
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3.65 0.00
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1M (bp) 3M (bp)
-4.00 -51.00
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-0.04 -0.46
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0.28 0.06
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4.87 9.14
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Source: Bloomberg, and ADCB Asset Management | Notes: *Data as at 8AM UAE time - January 21, 2026 unless stated otherwise.

Performance in local currency.
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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.
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