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Resilience in a Fragmented World

Executive Summary

As the global economy transitions into 2026, Aura Solution
Company Limited (“Aura”) anticipates a year defined not by
acceleration or contraction, but by durability under
pressure. Growth remains sturdy yet uneven, inflation
continues to moderate, and monetary policy begins a
cautious normalization cycle. What makes 2026 especially
important is not the absence of risk, but the economy’s
ability to function—and in many cases advance—despite
heightened political fragmentation, regional instability,

and structural constraints.

This is a rare phase in the global cycle. The world enters
2026 having absorbed a series of systemic shocks—
pandemic disruption, inflation surges, monetary tightening,
supply-chain fractures, and escalating geopolitical
competition—without tipping into recession. The result is an
economic environment that is neither exuberant nor fragile,

but selectively resilient.

Aura’s base case forecasts global GDP growth of 2.8% in

2026, exceeding consensus expectations. While growth



remains below the peaks of prior cycles, it is sufficiently
broad and internally supported to sustain risk assets,
disciplined capital formation, and renewed strategic activity

across markets.

Why 2026 Matters

A Transition Year in a Politically Fragmented
World

2026 represents a transition point between adjustment
and normalization. The global economy is no longer
reacting to shocks; it is adapting to a new structural order

shaped by:

Multipolar geopolitics

e  Strategic competition in technology, energy, and

defense

. Persistent political polarization within and across

countries

* A redefinition of globalization toward regionalization

and strategic alignment



Political instability—ranging from electoral uncertainty and
fiscal fragmentation in developed economies to sovereign
risk and policy unpredictability in emerging markets—
remains elevated. Yet, unlike previous periods of instability,
markets and institutions are pricing risk more realistically

and operating with greater resilience.

In this context, 2026 is important because it marks the first
full year in which economic growth, capital markets, and
policy frameworks operate under these constraints

without emergency support or extraordinary stimulus.

Global Growth Outlook

Sturdy, Uneven, and Structurally Constrained

Aura expects global growth to remain firm but unevenly

distributed. Expansion is supported by:
* Easing financial conditions as inflation moderates
*  Gradual and selective monetary easing
*  Continued investment in strategic sectors, including:

o Technology and Al infrastructure



o Energy transition and power security
o Defense, logistics, and supply-chain resilience

However, growth quality varies significantly by region.
Structural labor shortages, demographic aging, and uneven
productivity gains limit upside in several developed
economies. As a result, growth in 2026 is defined less by

speed and more by sustainability.

Regional Dynamics

Divergence Within a Resilient Global Framework

United States: The Primary Engine

The United States remains the central driver of global
expansion in 2026. Strong capital markets, innovation
leadership, and policy flexibility allow the US to absorb
political uncertainty without significant economic disruption.
While domestic political polarization persists, institutional
depth and earnings visibility support continued investment

inflows and risk appetite.

Asia: Incremental Momentum Amid Complexity



Asia provides additional growth support, led by China’s
export-driven resurgence and industrial competitiveness.
While domestic demand in China remains uneven and policy
tools are applied selectively, Asia’s role in global
manufacturing, energy transition, and technology supply

chains underpins regional resilience.

Europe and the United Kingdom: Stabilization,
Not Breakout

Europe and the UK face more pronounced structural and
political constraints, including demographic pressures, fiscal
rigidity, and heightened exposure to geopolitical shocks.
Nevertheless, easing inflation and more accommodative
monetary policy settings support stabilization and reduce

downside risks in 2026.

Emerging Markets: Selective Opportunity

Emerging markets remain bifurcated. Countries with
credible policy frameworks, external surpluses, and
strategic relevance benefit from capital reallocation, while
politically unstable or fiscally constrained markets face

continued volatility.

Inflation and Monetary Policy



Policy Easing Without Policy Error

Inflation continues to moderate globally, allowing central
banks to shift from restriction to normalization.
Importantly, easing in 2026 is not reactive to crisis but
calibrated to preserve growth without reigniting price

pressures.
This environment supports:
*  Lower volatility in interest rates
* Improved visibility for capital planning
* A gradual reopening of risk appetite

However, central banks must navigate persistent political
pressure and fiscal constraints, particularly in countries

facing electoral uncertainty or debt sustainability concerns.

Markets and Capital Allocation

Broadening Opportunity in a Disciplined

Environment

The investment landscape in 2026 evolves beyond narrow

market leadership. While valuation tensions persist—



especially in select technology segments—opportunities

broaden across sectors, regions, and asset classes.
Key characteristics of the 2026 market environment include:
. Higher dispersion and intermittent volatility

*  Greater emphasis on earnings quality and balance-

sheet strength

* Renewed strategic activity in M&A, infrastructure, and

private capital

Markets reward discipline, selectivity, and strategic

clarity, rather than leverage or momentum.

Political and Country Risk: A

Persistent Overlay

Managed, Not Eliminated

Political risk and country instability remain defining features
of the global landscape in 2026. Elections, policy shifts, and
geopolitical tensions introduce periodic market stress.
However, these risks increasingly function as background

conditions rather than systemic threats.



For investors and institutions, success depends on:
e Jurisdictional diversification
. Legal and regulatory resilience
»  Stress-tested capital structures

Aura views political risk not as a reason to retreat, but as a

factor to be priced, structured, and managed.

Strategic Conclusion

2026: A Year for Resilient Capital

2026 is important because it confirms a new global
equilibrium. Growth persists without excess, inflation
recedes without deflation, and markets function without
extraordinary intervention—even as political and

geopolitical uncertainty remains elevated.
Aura’s outlook emphasizes:
* Resilient growth over rapid expansion
e  Strategic capital deployment over speculative activity

*  Structural positioning over short-term timing



In a fragmented and politically complex world, 2026 rewards
those who prioritize durability, governance, and long-term
relevance—the core principles guiding Aura Solution

Company Limited’s global outlook.

W o r Il d wi d e

Macroeconomics

Global Growth 2026: Resilient, Not

Exuberant

The global economy enters 2026 on firm but measured
footing. Aura Research economists forecast global GDP
growth of approximately 2.8%, a pace best characterized
as sturdy rather than spectacular. This expansion reflects
a world that has largely absorbed the shock of higher
interest rates and geopolitical stress, yet remains
constrained by structural limits on labor, productivity

dispersion, and demographics.
Divergent Paths Within a Resilient Global Economy

As the global economy enters 2026, growth trajectories

across major economies continue to diverge. While overall



expansion remains resilient, regional outcomes are shaped
by differences in policy flexibility, structural reform,
demographic trends, and exposure to geopolitical forces.
Aura’s market-by-market outlook highlights where growth is
likely to be sustained—and where structural limits continue

to constrain performance.

Growth in 2026 is supported by easing financial
conditions, gradual monetary normalization, and sustained
investment in strategic sectors such as technology
infrastructure, energy transition, defense, and supply-
chain resilience. Importantly, this cycle is not driven by
excess leverage or fiscal overheating. Instead, it is defined
by capital discipline, selective productivity gains, and real

income stabilization.

However, growth remains uneven across regions and
sectors. Labor markets are cooling in advanced economies,
productivity gains are concentrated in capital-intensive
industries, and demographic pressures continue to weigh
on long-term potential output. As a result, growth quality—
rather than growth quantity—becomes the defining

macro theme of 2026.



Market-by-Market Outlook

United States

Growth Forecast: 2.6%

The United States remains the standout performer among
advanced economies in 2026, continuing to act as the
primary engine of global growth. Economic momentum is
supported by a combination of reduced tariff drag, more
predictable trade policy, and targeted tax relief, which
together bolster business investment and household

demand.

Easing financial conditions and the depth of US capital
markets further reinforce resilience, allowing firms to fund
innovation and expansion even as borrowing costs
normalize. The US also benefits from superior productivity
dynamics, global leadership in innovation, and a policy
framework that retains flexibility despite political

polarization.

While labor markets soften modestly, this adjustment
reflects normalization rather than weakness. Earnings
growth remains solid, capital expenditure continues across

strategic sectors, and the US maintains its position as the



most attractive risk-adjusted destination for global capital in
2026.

The US remains the standout performer among advanced

economies in 2026. Growth is underpinned by:
*  Reduced tariff drag and more predictable trade policy

e Targeted tax relief supporting investment and

household demand
*  Easing financial conditions and deep capital markets

The US benefits from superior productivity dynamics,
innovation leadership, and policy flexibility. While labor
markets soften modestly, earnings growth and capital
investment remain robust, reinforcing US outperformance

on a risk-adjusted basis.

China

Growth Forecast: 4.8%

China’s economy continues its gradual rebalancing in 2026,
delivering solid headline growth despite ongoing domestic
challenges. Expansion is driven primarily by strong export
performance and rising industrial competitiveness,

particularly in sectors where China holds global leadership,



including advanced manufacturing, electric vehicles,

batteries, and renewable energy technologies.

Selective policy support remains focused on infrastructure
development and strategic industries, reinforcing industrial
momentum without resorting to broad-based stimulus.
However, domestic demand remains uneven. The ongoing
adjustment in the property sector and cautious consumer

behavior continue to weigh on household spending.

Even so, China’s ability to sustain export-led growth and
maintain its position at the center of global supply chains
supports stable expansion and reinforces its role as a key

contributor to global growth in 2026.

China’s economy continues to rebalance in 2026. Growth is

supported by:

e Strong export performance and rising industrial

competitiveness

* Leadership in manufacturing, EVs, batteries, and

renewable technologies

*  Selective policy support targeting infrastructure and

strategic industries

Domestic demand remains uneven, constrained by property

sector adjustment and cautious consumers. Nonetheless,



China’s ability to generate export-led growth and maintain

industrial momentum supports solid headline expansion.

Euro Area

Growth Outlook: Modest Improvement

Growth Outlook: Modest Improvement

The euro area experiences a cyclical recovery in 2026
relative to the prior year, aided by lower energy prices,
improving financial conditions, and a gradual rebound in
manufacturing activity. These factors help stabilize growth

and reduce near-term downside risks.

However, the recovery remains constrained by structural
rigidity, fragmented fiscal policy frameworks, and
heightened exposure to geopolitical developments.
Productivity growth continues to lag that of global peers,
limiting the region’s medium-term potential and preventing a

more robust expansion.

As a result, while the euro area shows improvement, growth

remains moderate and uneven across member states.

The euro area experiences a cyclical recovery relative to
2025, aided by:



*  Lower energy prices
* Improved financial conditions
e Gradual recovery in manufacturing activity

However, upside remains limited by structural rigidity,
fragmented fiscal policy, and heightened exposure to
geopolitical developments. Productivity growth lags global

peers, capping medium-term potential.

United Kingdom

Growth Forecast: 1.4%

The UK economy enters 2026 in a phase of stabilization
rather than acceleration. Falling inflation and monetary
easing help offset weaker employment trends, creating a

more balanced macro environment.

Key dynamics include cooling labor markets, improving
household real income, and the gradual normalization of
financial conditions. These forces support consumption

and reduce pressure on balance sheets, even as growth

remains subdued.

Although structural challenges persist, the UK benefits from

policy flexibility and the global revenue exposure of its



corporate sector. Together, these factors provide a
foundation for economic stabilization and incremental

improvement through 2026.

The UK economy stabilizes in 2026 as falling inflation and
monetary easing offset weaker employment trends. Key

dynamics include:
e Cooling labor markets
* Improved household real income
*  Gradual normalization of financial conditions

While growth remains modest, policy flexibility and global
revenue exposure among UK corporates provide a

foundation for stabilization.

Japan

Growth Forecast: 0.8%

Japan’s economic expansion remains modest in 2026 but is
increasingly driven by domestic demand rather than
external trade. Rising wages support household
consumption, while corporate investment is encouraged by

ongoing governance reforms and improved capital



discipline. Strong inbound tourism continues to provide an

additional tailwind.

At the same time, Japan faces new challenges. The gradual
normalization of monetary policy introduces medium-term
risks, including currency volatility and higher funding
costs, which could weigh on investment and financial

markets if mismanaged.

Despite these risks, Japan’s shift toward a more
sustainable, domestically led growth model represents a
meaningful structural improvement compared with past

cycles.
Growth Forecast: 0.8%

Japan’s expansion remains modest but increasingly

domestically driven. Growth is supported by:
* Rising wages and improved consumption
*  Corporate investment linked to governance reform
e Strong inbound tourism

However, the normalization of monetary policy introduces
medium-term risks, including currency volatility and higher

funding costs.



Closing Perspective

The 2026 outlook underscores a global economy defined by
resilience amid divergence. While the United States and
parts of Asia continue to lead growth, Europe, the UK, and
Japan progress at more measured paces, shaped by
structural constraints and policy transitions. For investors
and institutions, understanding these regional dynamics is
essential to navigating an environment where selectivity,
policy awareness, and long-term positioning matter more

than broad-based exposure.

Market Forecasts for 2026

Global Equities

Aura projects approximately 11% total return for global

equities over the next 12 months. Returns are supported by:
e  Continued earnings growth
*  Non-recessionary rate cuts

* Improved financial conditions



However, volatility is expected to rise intermittently as
markets recalibrate expectations around inflation, central

bank timing, and geopolitical developments.

US Equities (S&P 500)

The S&P 500 is expected to deliver approximately 12%

upside, though returns are likely to be:
. Less concentrated than in 2025
o More volatile

* Increasingly dependent on sector rotation and stock

selection
Valuations

Valuations remain elevated in select segments, particularly

mega-cap technology. This increases the importance of:
*  Active management
*  Earnings durability

. Balance-sheet strength

Capital Markets Outlook



What Lies Ahead for Bankers,
Investors, and Issuers

Capital markets activity in 2026 reflects a gradual
reopening of risk appetite, rather than a sudden surge.
Lower policy rates, stabilizing inflation, and improved
confidence support issuance across asset classes, while

discipline around execution and balance-sheet quality

remains paramount.
Equity Capital Markets

* Issuance remains selective
. Investors favor profitable growth and strategic clarity

e |POs focus on companies with established cash

flows and scalability

Debt Markets

Debt issuance benefits from:
. Policy rate cuts
e  Strong institutional demand

*  Preference for high-quality issuers



Credit spreads remain contained, but differentiation

between issuers increases.
Private Capital

Private capital continues to play a systemic role, particularly

in:
* Infrastructure
*  Energy transition
* Technology and data assets

Long-duration capital remains essential for funding strategic

investment.

Asset Management

Investment Outlook 2026

Aura’s asset management strategy for 2026 emphasizes
diversification, income resilience, and real-asset
exposure. With leadership broadening beyond a narrow

group of equities, active allocation regains importance.

Key Investment Themes



d Broadening Equity Participation
Opportunities expand across sectors and regions

beyond mega-cap technology.

*  High-Quality Fixed Income
Lower yields and easing policy enhance the appeal of
investment-grade credit and select duration

exposure.

e  Strategic Commodities Exposure
Energy security, electrification, and Al infrastructure

underpin demand for select commodities.

* Risk-Managed Alternatives
Alternative strategies provide portfolio stability amid

intermittent volatility.

Strategic Summary

2026 is defined by resilience without excess. Growth
persists, inflation remains contained, and policy support
becomes more balanced. For investors, the challenge is not
chasing momentum, but allocating capital with discipline,
selectivity, and a long-term structural lens—a defining

principle of Aura Research’s global investment philosophy.



Investment Banking, Wealth Strategy,
and Strategic Perspectives for 2026

As global macro conditions stabilize and financial
constraints ease, 2026 marks a decisive transition year for
capital markets activity. The convergence of improving
financing conditions, narrowing valuation gaps, and
strategic realignment across industries is reshaping
investment banking dynamics, wealth allocation decisions,
and corporate behavior. This environment favors strategic
intent over financial engineering, discipline over scale,

and productivity over leverage.

Investment Banking

2026 Global M&A Outlook

Strategic Reacceleration in a Normalizing Capital Cycle

Global deal-making is expected to reaccelerate
meaningfully in 2026, following a multi-year period of
hesitation driven by higher interest rates, valuation
dislocation, and macro uncertainty. Unlike prior cycles

characterized by aggressive leverage and financial



arbitrage, the upcoming M&A wave is grounded in strategic

necessity and balance-sheet capacity.
Financing Conditions and Valuation Alignment

The easing of monetary policy across major economies
reduces the cost of capital and restores deal viability. As

interest rates normalize:

*  Buyers regain confidence in underwriting long-term

cash flows

. Sellers become more realistic on valuation

expectations

. Financing structures become more flexible and

predictable

This narrowing of valuation gaps is a critical catalyst for

renewed transaction momentum.

Strategic Transactions Take Center Stage

Aura expects M&A activity to be concentrated in sectors

where structural change is unavoidable:

. Technology: Al adoption, data infrastructure,

cybersecurity, and software consolidation



* Energy and Power: Energy security, electrification,

grid modernization, and transition assets

* Healthcare: Scale efficiencies, innovation pipelines,

and demographic-driven demand

* Defense and Strategic Manufacturing: Geopolitical

realignment and sovereign spending priorities

Transactions are increasingly driven by capability
acquisition, supply-chain control, and technological

depth, rather than pure market share expansion.
Core Drivers of M&A Activity

Aura identifies three dominant forces behind the resurgence

in deal-making:

1. Strong Corporate Balance Sheets
Large corporates enter 2026 with historically high
liquidity, manageable leverage, and substantial free
cash flow, enabling acquisitions without balance-

sheet strain.

2. Cross-Border Realignment
Geopolitical fragmentation is reshaping global

corporate footprints. Companies pursue cross-border



deals to secure market access, diversify political risk,

and localize critical operations.

3. Private Equity Portfolio Rationalization
Private equity firms accelerate exits, carve-outs, and
portfolio optimization following extended holding
periods. This increases transaction volume while

reinforcing discipline on pricing and structure.

Mega-Deals: Selective, Not Absent

While overall transaction volumes rise, mega-deals remain
selective and highly strategic. Regulatory scrutiny,
execution risk, and shareholder discipline ensure that only

transactions with clear strategic logic proceed at scale.

Wealth Management Investment

Strategy Group

US Resilience: Resilient

The Anchor Market of Global Portfolios

In 2026, the United States remains the most attractive

risk-adjusted investment destination globally, despite



elevated headline valuations. Its appeal lies not in cyclical
outperformance alone, but in structural advantages that

continue to compound over time.

Structural Pillars of US Outperformance

Aura highlights three enduring strengths:

. Depth and Liquidity of Capital Markets
The US offers unmatched access to capital,
transparency, and financial innovation, supporting

efficient price discovery and risk management.

. Innovation Leadership
The US remains at the forefront of Al, biotechnology,
advanced manufacturing, and energy innovation—

sectors that define future productivity growth.

*  Policy Flexibility
Compared with peers, US fiscal and monetary
institutions retain greater responsiveness and

coordination capacity during economic transitions.

Portfolio Strategy: Discipline Over

Concentration



Aura advises maintaining disciplined exposure to US

assets, emphasizing:
*  Earnings visibility
* Balance-sheet quality
*  Pricing power

This core exposure should be complemented by selective
international diversification, targeting regions and sectors
where structural reforms or valuation asymmetries enhance

returns without diluting portfolio resilience.

Perspectives From Our People

Aura Exchanges: Outlook 2026 - Episode 1

From Liquidity to Productivity

Aura’s strategists and economists emphasize that 2026
represents a structural inflection point: the global economy
transitions from a liquidity-driven expansion to one
powered by earnings growth, capital investment, and

productivity gains.

This shift has profound implications:



*  Asset prices become more sensitive to fundamentals
*  Volatility and dispersion increase
*  Active decision-making regains relevance

Markets reward companies and regions capable of
converting investment into sustained cash flow and real

economic output.

What’s Driving the Surge in Deal-
Making?

Confidence, Cost of Capital, and Strategic

Imperative

The renewed momentum in global transactions reflects a

convergence of forces:
d Improving forward earnings visibility
* Lower financing costs following policy easing

* Strategic urgency driven by technological
disruption, supply-chain restructuring, and

geopolitical competition



M&A becomes a tool for strategic survival and advantage,

not opportunistic expansion.

2026 Outlook

The US Is the Place to Be

Despite valuation concerns, the US remains central to
global portfolio construction in 2026. Relative growth,
earnings consistency, and institutional stability continue to
attract global capital flows. Aura views the US not as a
tactical overweight, but as a structural core allocation,
with returns increasingly driven by quality and innovation

rather than multiple expansion.

Strategic Conclusion

2026 Is About Intentional Capital

Across investment banking, wealth management, and

corporate strategy, 2026 rewards intentionality:
»  Strategic M&A over scale-driven consolidation

*  Quality earnings over liquidity-driven valuation gains



»  Structural resilience over cyclical speculation

In this environment, success belongs to institutions and
investors who align capital with long-term productivity,
strategic relevance, and disciplined execution—the
defining investment philosophy of Aura Solution Company
Limited.

Aura Research Deep-Dive

Sturdy Growth, Policy Easing, and a Broadening
Opportunity Set

As the world enters 2026, the global economy finds itself in
a configuration rarely achieved so late in an expansion.
Economic growth remains resilient, inflation pressures are
contained, and central banks are beginning to ease
monetary policy—not in response to financial stress or
recessionary forces, but as part of a deliberate

normalization process.

This environment marks a meaningful departure from prior
cycles. Growth is being sustained by productivity gains,
capital investment, and improving real incomes rather than

leverage or excess demand. At the same time, inflation



expectations remain anchored, allowing policymakers to

support activity without undermining price stability.

For investors, this backdrop fundamentally reshapes the
opportunity set. Market outcomes are increasingly driven by
fundamentals rather than liquidity alone, rewarding
selectivity, structural positioning, and disciplined risk
management. As leadership broadens across regions,
sectors, and asset classes, 2026 emerges not as a year of
indiscriminate gains, but as one defined by quality,

judgment, and strategic allocation.

1. Global Macro Outlook 2026

Sturdy Growth, Stagnant Jobs, Stable Prices

Aura Research expects global real GDP growth to remain
close to trend at approximately 2.8%, defying late-cycle
pessimism. Unlike past expansions driven by credit booms
or fiscal excess, this cycle is anchored in productivity

gains, capital investment, and real income stabilization.
Growth Without Overheating

Economic momentum is sustained by:



* Capital expenditure in Al infrastructure, energy

systems, and supply-chain resilience

*  Productivity improvements as automation and

digital tools scale across industries

* Normalized global trade, with fewer supply shocks

and improved logistics

This results in steady output growth without the inflationary

excesses that historically force abrupt policy tightening.

Labor Markets: Cooling, Not Cracking

Despite solid growth, labor markets soften across advanced

economies:
. Hiring slows
* Job vacancy rates normalize
*  Wage growth moderates

This reflects capital-labor substitution, demographic
constraints, and improved efficiency rather than demand
destruction. Employment stagnation becomes a feature—

not a flaw —of the 2026 expansion.

Inflation: Contained and Credible



Inflation stabilizes near central-bank targets, supported by:
*  Goods disinflation
. Moderating services inflation
. Productivity offsets to higher structural costs

Inflation expectations remain anchored, reinforcing policy

credibility.

2. Markets Outlook 2026

Some Like It Hot

Financial markets in 2026 are buoyed by sturdy growth and
policy easing, yet increasingly challenged by valuation

discipline and dispersion.
Policy Easing Without Panic

Aura’s base case anticipates:
* ABO0 basis point Federal Reserve rate cut

*  Continued, measured easing by the ECB and Bank of

England



These moves represent normalization, not stimulus,

reducing downside risks while preserving financial stability.
Volatility and Dispersion Return
While broad indices remain supported, markets become:

*  More volatile

*  Less uniform

* Increasingly selective

Returns are driven by fundamentals rather than liquidity

alone, marking the end of indiscriminate risk-taking.

3. Global Equity Strategy 2026

Tech Tonic — A Broadening Bull Market

Equities remain central to portfolio construction in 2026, but

leadership evolves.

Earnings Growth: Supportive but Moderating

Corporate earnings continue to expand at a mid-single-digit

pace globally. However:



* Margin expansion slows in mega-cap technology
e Cost pressures normalize
. Revenue growth becomes more cyclical

Earnings breadth improves even as headline growth

moderates.

From Concentration to Rotation

Market leadership broadens beyond a narrow group of

technology giants:

. Industrials benefit from capex and infrastructure

spending
* Financials gain from stable rate environments
*  Mid-cap and regional champions outperform

Technology remains essential—but ownership shifts from

dominance to diffusion.

4. Commodity Views 2026

Ride the Power Race and Supply Waves



Commodities regain strategic importance, supported by

structural demand and constrained supply.

The Global Power Race

The acceleration of Al, electrification, and strategic

competition drives sustained demand for:
e Copper and aluminum
*  Uranium and energy fuels
e Critical minerals

These are no longer cyclical trades but long-duration

themes.
Supply Constraints and Underinvestment

Years of limited capital spending leave commodity markets

vulnerable to:
*  Geopolitical disruptions
*  Weather events
* Regulatory delays

This reinforces elevated risk premia across energy and

metals.



Monetary Policy Tailwinds

Lower interest rates reduce carry costs, improving the

relative appeal of commodities within diversified portfolios.

5. UK Outlook 2026

Catching Down

The UK economy enters 2026 in a late normalization

phase, lagging peers but stabilizing.
Macro Characteristics

Growth converges toward trend
*  Unemployment rises modestly
. Inflation falls decisively

This creates conditions for policy support without financial

imbalance.

Monetary Policy Path

Aura expects:

* Three Bank of England rate cuts



* Aterminal policy rate near 3%

Lower rates support domestic demand while maintaining

currency stability.
Market Implications
UK assets benefit from:
e  Global revenue exposure

* Improved financial conditions

. Attractive relative valuations

6. Euro Area Outlook 2026

Cyclical Boost, Structural Drag

The euro area experiences a cyclical improvement,

tempered by long-standing structural constraints.

Cyclical Recovery

Growth benefits from:

. Easing financial conditions



»  Stabilizing energy prices

e  Gradual industrial recovery

Structural Headwinds

However, upside remains limited by:
*  Aging demographics
*  Fragmented fiscal frameworks
* Lagging productivity growth

The result is modest acceleration—but not a breakout.

Closing Perspective

Points 1-6 define a global environment that is constructive
but demanding. Growth persists without excess, policy
eases without panic, and markets reward discipline over

speculation.

This backdrop sets the stage for the strategic conclusions
that follow: a world where quality, structure, and

selectivity define investment success in 2026.



Japan 2026 and the
Strategic Investment

Landscape

Steady Fundamentals, Emerging
Policy Risks, and Portfolio

Implications

As global growth stabilizes in 2026, Japan stands apart as a
market transitioning from decades of deflationary inertia into
a more conventional, demand-driven expansion. At the
same time, investors must navigate a shifting risk
environment—where macro stability masks deeper
structural and geopolitical uncertainties. This combination
defines both the opportunity set and the strategic discipline

required in 2026.

7. Japan Economic Outlook 2026

Steady Fundamentals, Policy Risks Ahead



Japan enters 2026 with its strongest domestic
fundamentals in a generation, yet also with a more
complex policy landscape than investors have faced in

decades.

Domestic Demand Takes the Lead

For the first time since the early 1990s, Japan’s growth is
being driven primarily by internal dynamics rather than

external demand. Key pillars include:

* Sustained wage growth, supported by labor

scarcity and corporate pressure to retain talent

* Rising household consumption, as real wages

finally turn positive

* Business investment, fueled by digitalization,

automation, and supply-chain resilience

Large corporations are deploying excess cash into
productivity-enhancing investments rather than balance-

sheet hoarding, a meaningful shift in corporate behavior.

Corporate Reform as a Structural Tailwind

Japan’s corporate governance reforms continue to reshape

capital allocation:



. Improved return-on-equity targets

*  Shareholder-friendly policies, including buybacks and

dividends
*  Greater transparency and accountability

These reforms elevate Japan from a cyclical trade to a

structural allocation in global portfolios.
Monetary Policy: From Stability to Uncertainty

The Bank of Japan’s slow exit from ultra-easy policy

introduces new forms of risk:
*  Yield curve volatility as market pricing adjusts
*  Yen sensitivity to policy signaling

* Potential market disruptions if normalization

accelerates unevenly

While policy tightening remains gradual, Japan now faces
the challenge of managing success rather than stagnation

—a fundamentally different risk profile.

8. Key Risks to the 2026 Outlook



Stability Masks Structural Fragility

The macro environment in 2026 appears unusually
balanced, yet Aura Research identifies several latent risk
vectors that could disrupt markets despite benign headline

conditions.

Technology and Labor Dislocation

Rapid Al adoption enhances productivity but risks non-
linear labor displacement. While job losses may remain
concentrated in white-collar and administrative functions,
the social and political ramifications could reshape fiscal

and regulatory responses.

Geopolitical Fragmentation

Strategic competition—particularly between major

economic blocs—raises the probability of:
*  Energy supply disruptions
e  Trade restrictions on strategic goods
*  Capital flow fragmentation

Markets may underestimate the persistence of geopolitical

risk premia.



Policy Error Risk

Central banks face a narrow path between:
e Cutting too early, risking asset bubbles
*  Cutting too late, constraining growth

With inflation contained but not eliminated, policy missteps

remain a meaningful tail risk.

Financial System Stress

Private credit expansion and non-bank financial
intermediaries operate with limited transparency. A localized
liquidity event could quickly escalate into broader market

stress under tighter financial conditions.

9. Strategic Conclusions

A High-Quality Expansion Demands High-
Quality Strategy

2026 does not resemble the late-cycle excesses of prior
expansions. Instead, it represents a high-quality growth
environment characterized by moderation, selectivity, and

structural change.



Investment Environment: From Beta to

Judgment

Broad market exposure alone is insufficient. Returns

increasingly depend on:
*  Company-level fundamentals
. Pricing power and margin durability
. Balance-sheet resilience

Volatility and dispersion reward active decision-making.
Strategic Asset Allocation

Aura’s framework emphasizes:

* Equities: Broad exposure with rotation toward
productivity beneficiaries and domestic-demand

leaders

* Japan: Elevated from tactical allocation to strategic

core, with currency and policy risk management

. Real Assets and Commodities: Structural allocation

reflecting power, energy, and supply-chain realities



* Fixed Income: Selective duration exposure,

prioritizing quality and liquidity
The Defining Theme of 2026

The defining feature of 2026 is not acceleration—but
durability. Growth persists without overheating, inflation
remains controlled without deflationary relapse, and policy

support continues without excess stimulus.

For investors, success in 2026 requires discipline over
leverage, selection over scale, and structure over

speculation.

Conclusion

The year 2026 marks a transition toward a more balanced,
more selective, and more disciplined global economic
cycle. For investors, policymakers, and institutions alike,
success will depend less on momentum and more on
judgment. Aura Solution Company Limited remains
committed to providing systemic insight, rigorous analysis,
and long-term perspective as global markets navigate the

year ahead.



