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H| "THE AWAKENING OF BARBAROSSA"

= Germany has experienced difficult years and overcome many challenges

= Companies have undergone profound changes, both in industry and in services
= Government stimulus plans have strengthened their ability to generate profits
= Investors should turn their attention to the DAX

CHART OF THE WEEK: "Second call before the German index outperforms"
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FINANCIAL MARKETS ANALYSIS

What if Barbarossa, Emperor Frederick | of Hohenstaufen, had not died in June 1190, but had simply fallen
asleep in the heart of the Kyffhauser mountain? Legend has it that his red beard continued to grow through
a stone table, waiting for the hour of his awakening to restore prosperity to Germany. Looking at the
trajectory of the DAX 40 in recent years, it does not seem entirely impossible that fiction has finally caught
up with reality and that the German giant has indeed awakened from its slumber. After several years
marked by sluggish growth (see Fig. 2), draconian fiscal austerity, the constraint of no longer sourcing
energy from Russia, and low business and household confidence (see Fig. 3), Germany is undergoing a
profound and promising transformation. As is often the case, investors are visionary and have not waited
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for confirmation by the facts to expose themselves to the awakening of the German giant. In Frankfurt,
between July 2024 and June 2025, equities grew at a faster pace than the average for European stock
markets (see Chart of the Week). Since then, they have slowed down, reducing this advantage from 15%
to 5%. To understand why the DAX 40 is set to continue outperforming, we need to analyse the very
foundations of the German economy, whose companies benefit not only from its productive and exporting
power, but also from the long-awaited support of its domestic market.
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Among developed countries, Germany stands out as a positive anomaly. Its industry accounts for 27%
of its gross domestic product, compared with 18% for the United States and the average for Eurozone
countries. This makes it highly sensitive to international economic cycles. This singularity is embodied
in the automotive, chemical, mechanical engineering and electrical engineering sectors, which form the
backbone of the country. This quartet has had to face the challenge of decarbonisation and the end of
Russian oil and gas supplies, but it is currently undergoing a phase of massive electrification and

technological reinvention that is generating high productivity gains. The German economic landscape is
made up of industrial giants and of a multitude of family-owned companies, the Mittelstand. These

small, often discreet, champions are among the world leaders in niche, often highly technical, markets.
Representing 60% of jobs, they ensure the resilience of the labour market and feed the entire value
chain, not only in Germany but throughout Europe.

The international openness of the German economy is an important growth factor. With exports
accounting for nearly 40% of its national wealth, the country benefits from direct exposure to the most

dynamic growth areas in the world. The economic recovery in China and infrastructure development in
Eastern European countries offer powerful growth opportunities for German companies.

Services are not to be outdone. They contribute two-thirds of the national wealth, relying on Frankfurt's
financial sector, logistics platforms and computer software. This shift towards a service-based economy
has accelerated under the impetus of the digital transformation of businesses. The healthcare and
biotechnology sector completes the picture, with players benefiting from an ageing population and a
massive increase in healthcare spending. The combination of a strong industrial base and high value-
added services enable Germany to combine cyclical growth with predictable revenues.
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Considering the latest global economic and geopolitical upheavals, the government has sought to propel
Germany into the future. In 2025, it passed massive stimulus plans based on several strategic pillars.
The first concerns the modernisation of infrastructure and production facilities. By injecting hundreds
of billions of euros into rail, energy and digital technologies, Germany is seeking to make up some of the
ground lost during a decade of fiscal austerity. The second pillar relates to the defence sector, with
Berlin having made a historic paradigm shift by committing to increasing and maintaining its military
spending above NATO standards on a long-term basis (see Figs. 4 & 5).
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The multi-year budget framework guarantees complete visibility for manufacturers in the sector for the
next decade. This additional defence spending should trickle down to other sectors of the economy and
stimulate GDP growth of 0.3% to 0.5% per year. The impact of these extraordinary measures is already
beginning to be seen in companies' order books. This public strategy supports short-term profit growth,
but it will also have a long-term effect, serving as a vehicle for technological innovation. Companies will
seek to adopt innovative processes that are more efficient and less energy intensive.

Taxation plays a key role in Germany's economic revival. Thanks to the introduction of accelerated
depreciation measures, productive investment is booming. Companies can now deduct their capital
expenditure from their taxable income more quickly. This reduction in the tax burden frees up cash flow
and often makes it possible to finance the modernisation of factories. As for the automotive sector,
which has been criticised for its hesitation to embrace electric vehicles, it is now benefiting from
subsidies to accelerate the transformation of its production sites and maintain its global position in the
face of competition from the United States and Asia. The recent postponement of the European deadline
for banning combustion engines has given the sector an unexpected and welcome boost. Car
manufacturers should thus be able to preserve their margins and save some of the sector's jobs.

Growth forecasts for Germany in 2026 remain low due to the lack of momentum in the global

economy, but they are underestimated and therefore regularly revised upwards. GDP is expected to
grow between 0.5% and 1% in 2026, while inflation is expected to fall below the 2% threshold once
again. Resilient household consumption should enable domestic demand to contribute as much as the
trade balance to growth.
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The issue of energy will remain central to Germany's economic equation. The country has managed to
reinvent itself following the break with its former suppliers. The accelerated deployment of renewable

energies and the construction of liquefied gas terminals have secured supplies from Norway, the United
States and Qatar. Despite this, the cost of electricity will remain a significant constraint on the country's
competitiveness. The commitment to developing green hydrogen, particularly via energy corridors with
North Africa, must remain firm. This will enable Germany to decarbonise its industry and transform the
handicap of the past into a technological advantage for the future.
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The German stock market reflects this renewed confidence. and the transition of the DAX to 40 stocks
in 2021 has helped to better balance the index by including defensive companies alongside cyclical
ones. Over the past two years, the DAX 40 has performed very well, rising 15% more than the European
index (see Chart of the Week). However, since July, the German index has stopped rising, giving up
two-thirds of its outperformance. This slowdown is mainly due to concerns about the strength of
global demand, the appreciation of the euro, which is hampering competitiveness, the impact of US
tariffs on selling prices and the rise in interest rates, which is making corporate financing more
expensive. For all these reasons, the DAX's valuation, at 17.8x, has remained relatively low (see Fig. 6)
given that earnings are growing significantly faster than those of the Euro Stoxx, for example (see Fig.
7). It is time for investors to rediscover the value and potential of German companies. Their resilience
will continue to be underpinned by diversified geographical exposure, reinvigorated domestic demand
and strong balance sheets.

Leaders in this new industrial era, such as Rheinmetall in defence and Siemens Energy in energy
transition, buoyed by massive public investment, are seeing their order books reach historic highs. These
groups, along with the inevitable Deutsche Bank, Allianz, Airbus, Infineon, but also Bayer, Heidelberg
Materials and RWE, are establishing themselves as the new drivers of growth for the DAX 40 (see Fig.
8). They are managing to transform geopolitical challenges into industrial opportunities. At the same
time, historical pillars such as SAP, Siemens and Deutsche Telekom are posting profitability levels close
to their highs despite recent disappointments. The fact that they are maintaining a generous dividend
policy will be an asset when the stock markets are shaken.
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As predicted, the crows of immobility have been chased away by an eagle, and Barbarossa has awakened.
Germany has entered a new era, in which public authorities and private initiative will work together to
restore its economic supremacy. Once again, Europe's leading country is proving that its decline is
regularly predicted, but that its workforce and industrial genius always end up paying off.
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Markets Performances e Bl Momentum 1-Week (%) (%) 2026 2025 (%) 2024 (%)
Year-to-Date (%)

(local currencies) Indicator (RSI)

World (MSCI) 1044.3 0.7% 3.0% 3.0% 22.9% 18.0%
USA (S&P 500) 6939 0.3% 1.4% 1.4% 17.9% 25.0%
USA (Dow Jones) 48 892 -0.4% 1.8% 1.8% 14.9% 15.0%
USA (Nasdaq) 23462 -0.2% 1.0% 1.0% 21.2% 29.6%
Euro Area (DJ EuroStoxx) 629.3 0.2% 2.9% 2.9% 21.2% 10.2%
UK (FTSE 100) 10224 0.8% 3.0% 3.0% 25.7% 9.6%
Switzerland (SMI) 13188 0.3% -0.6% -0.6% 18.0% 7.5%
Japan (Nikkei) 52764 -1.0% 5.9% 5.9% 28.6% 21.3%
Emerging (MSCI) 1528 1.8% 8.9% 8.9% 34.3% 8.0%
Brasil (IBOVESPA) 181364 74.79 1.4% 12.6% 12.6% 34.0% -10.4%
Mexico (IPC) 67599 71.20 -0.9% 5.2% 5.2% 35.1% -11.0%
India (SENSEX) 80576 29.33 -1.0% -5.2% -5.2% 10.5% 9.6%
China (CSI) 4628 0.1% 1.8% 1.8% 21.0% 18.2%
Com. Services (MSCI World) 171.4 3.3% 4.5% 4.5% 33.0% 31.9%
Cons. Discretionary (MSCI World) 460.9 -1.3% 0.7% 0.7% 9.8% 20.7%
Cons. Staples (MSCI World) 304.1 71.57 1.1% 5.0% 5.0% 9.3% 4.7%
Energy (MSCI World) 295.4 81.54 4.2% 11.7% 11.7% 14.8% 2.9%
Financials (MSCI World) 228.5 1.5% 1.1% 1.1% 29.5% 25.1%
Health Care (MSCI World) 399.3 -1.0% 1.2% 1.2% 15.3% 1.5%
Industrials (MSCI World) 501.4 1.0% 7.4% 7.4% 26.1% 12.8%
Info. Tech. (MSCI World) 975.1 0.0% 0.9% 0.9% 26.6% 31.9%
Materials (MSCI World) 433.9 -1.2% 9.8% 9.8% 32.5% -7.6%
Real Estate (MSCI World) 1022 1.2% 3.7% 3.7% 3.6% -0.4%
Utilities (MSCI World) 201.2 2.3% 4.1% 4.1% 24.7% 13.0%
World (Aggregate) 3.53% 0.8% 0.9% 0.9% 8.2% -1.7%
USA (Sovereign) 3.97% 0.0% -0.1% -0.1% 6.3% 0.6%
Euro Area (Sovereign) 2.87% 0.3% 0.7% 0.7% 0.6% 1.9%
Germany (Sovereign) 2.56% 0.3% 0.4% 0.4% -1.6% 0.6%
UK (Sovereign) 4.51% -0.1% 0.1% 0.0% 6.1% -3.0%
Switzerland (Sovereign) 0.43% 0.7% 0.8% 0.8% 0.3% 5.4%
Japan (Sovereign) 1.95% 0.2% -0.7% -0.7% -4.6% -2.1%
Emerging (Sovereign) 5.92% -0.2% 0.3% 0.2% 13.1% 7.0%
USA (IG Corp.) 4.84% -0.2% 0.4% 0.2% 7.8% 2.1%
Euro Area (IG Corp.) 3.14% 72.32 0.2% 0.9% 0.8% 3.0% 4.7%
Emerging (1G Corp.) 5.96% 79.16 0.1% 0.8% 0.8% 8.1% 7.0%
USA (HY Corp.) 6.58% -0.2% 0.5% 0.5% 8.6% 8.2%
Euro Area (HY Corp.) 5.37% 72.85 0.0% 0.7% 0.7% 5.2% 8.2%
Emerging (HY Corp.) 7.21% 74.96 0.1% 1.1% 1.1% 13.9% 14.9%
World (Convertibles) 568.4 0.2% 5.5% 5.5% 22.4% 9.4%
USA (Convertibles) 732.9 -0.6% 4.7% 4.7% 16.9% 10.1%
Euro Area (Convertibles) 297.8 75.41 0.5% 2.5% 2.5% 24.8% 14.7%
Switzerland (Convertibles) 293.5 79.90 2.3% 3.7% 3.7% 17.5% -10.5%
Japan (Convertibles) 271.3 -0.8% 5.2% 5.2% 13.8% 6.4%
Hedge Funds Industry 1807 90.54 n.a. 1.0% n.a. 12.2% 11.1%
Macro 1468 81.64 n.a. 1.2% n.a. 9.4% 7.4%
Equity Long Only 2460 81.27 n.a. 0.6% n.a. 11.3% 12.0%
Equity Long/Short 1969 90.70 n.a. 1.4% n.a. 17.5% 14.0%
Event Driven 1913 89.01 n.a. 0.9% n.a. 10.9% 8.7%
Fundamental Equity Mkt Neutral 1879 97.22 n.a. 1.9% n.a. 13.8% 12.4%
Quantitative Equity Mkt Neutral 1805 85.85 n.a. 0.3% n.a. 8.5% 9.8%
Credit 1721 98.83 n.a. 0.8% n.a. 7.8% 8.5%
Credit Long/Short 1735 100.00 n.a. 0.6% n.a. 6.5% 10.0%
Commodity 1964 83.06 n.a. -0.8% n.a. 9.7% 14.7%
Commodity Trading Advisors 1429 n.a. 2.4% n.a. 6.5% 7.9%
VIX 17.44 8.4% 16.7% 16.7% -13.8% 39.4%
VSTOXX 19.99 14.4% 35.8% 35.8% -13.5% 25.3%
Commodities (CRB) 546.9 n.a. -0.2% 1.1% 1.3% 0.6% 5.1%
Gold (Troy Ounce) 4560 n.a. -9.0% 5.3% 5.6% 64.6% 27.2%
Silver (Troy Ounce) 76.87 n.a. -25.9% 5.6% 7.3% 148.0% 21.5%
Oil (WTI, Barrel) 65.21 n.a. 6.5% 12.5% 13.6% -19.9% 0.1%
Oil (Brent, Barrel) 72.72 n.a. 6.8% 16.5% 16.5% -15.7% -4.6%
USD (Dollar Index) 97.23 0.2% -1.2% -1.1% -9.4% 7.1%
EUR 1.1850 -0.3% 1.1% 0.9% 13.4% -6.2%
JPY 154.90 -0.5% 1.3% 1.2% 0.3% -10.3%
GBP 1.3672 -0.1% 1.6% 1.5% 7.7% -1.7%
AUD 0.6925 0.1% 3.5% 3.8% 7.8% -9.2%
CAD 1.3661 0.3% 0.5% 0.5% 4.8% -7.9%
CHF 0.7731 0.5% 2.5% 2.5% 14.5% -7.3%
CNY 6.9535 70.70 0.0% 0.5% 0.5% 4.5% -2.7%
MXN 17.537 -1.0% 2.1% 2.7% 15.7% -18.5%
EM (Emerging Index) 1863.4 0.5% 0.6% 0.6% 7.2% -0.7%
XBT 75490 n.a. -15.4% -16.1% -13.9% -6.5% 120.5%

Source: Bloomberg, Altitude Investment Solutions Total Return by asset class (Negative \ Positive Performance)
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DISCLAIMER

This document is issued by Altitude Investment Solutions (hereinafter "Altitude 1S"). It is not intended for distribution,
publication, or use in any jurisdiction where such distribution, publication, or use would be unlawful, nor is it aimed at any
person or entity to whom it would be unlawful to address such a document.

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe
to, purchase, sell or hold any security or financial instrument. It contains the opinions of Altitude IS, as at the date of issue.
These opinions and the information herein contained do not take into account an individual’s specific circumstances,
objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate to individual
circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must
make his/her own independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment
depends on the individual circumstances of each client and may be subject to change in the future. Altitude IS does not
provide tax advice. Therefore, you must verify the above and all other information provided in the document or otherwise
review it with your external tax advisors.

Investments are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her
investment advisor and, where necessary, obtain independent professional advice in respect of risks, as well as any legal,
regulatory, credit, tax, and accounting consequences. The information and analysis contained herein are based on sources
considered to be reliable. However, Altitude IS does not guarantee the timeliness, accuracy, or completeness of the
information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All
information and opinions as well as the prices, market valuations and calculations indicated herein may change without
notice. Past performance is no guarantee of current or future returns, and the investor may receive back less than he invested.
The investments mentioned in this document may carry risks that are difficult to quantify and integrate into an investment
assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks,
which are higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who
are able to understand their nature and characteristics and to and bear their associated risks. On request, Altitude IS will be
pleased to provide investors with more detailed information concerning risks associated with given instruments.

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates.
These rates may fluctuate and adversely affect the value of the investment when it is realized and converted back into the
investor’s base currency. The liquidity of an investment is subject to supply and demand. Some products may not have a
well-established secondary market or in extreme market conditions may be difficult to value, resulting in price volatility and
making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such
analysts attest that all of the opinions expressed accurately reflect their personal views about any given instruments. In order
to ensure their independence, financial analysts are expressly prohibited from owning any securities that belong to the
research universe they cover. Altitude IS may hold positions in securities as referred to in this document for and on behalf of
its clients and/or such securities may be included in the portfolios of investment funds as managed by Altitude IS.




