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This comprehensive report investigates the international stock market dynamics of Summer
2025—a period characterized by notable volatility, sectoral realignments, and divergent
monetary policies across regions. The analysis integrates real-time market data, recent policy
developments, and academic frameworks rooted in the Austrian School of Economics,
particularly as articulated by Professor Jesuds Huerta de Soto.

Key Findings:

* The global equity landscape is shaped by expectations of imminent Federal Reserve rate
cuts, persistent geopolitical tensions, and adjustment processes following the Trump
administration's expansive tariff regime.

» European equities exhibited resilience and sectoral leadership, with banking and defense
stocks outperforming most peers.

* Asian markets staged an optimistic rally, while North America, especially the United
States, showed cyclical sector rotation and heightened sensitivity to central bank signals.

* The European banking sector strengthened its fundamentals through improved
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profitability, capital ratios, and revenue diversification.

» According to Austrian School theory, credit expansion and interest rate distortions are
contributing to unsustainable asset price inflation and increasing risks of future
correction.

This report aims to deliver an academically rigorous, multi-dimensional analysis of the
international stock market, focusing on:

* Regional market behavior patterns in Summer 2025
» Sectoral responses to trade war conditions
* Future market prospects through the lens of Austrian economics

The scope spans real-time financial data and macroeconomic trends for August 2025, with
comparative reference to developments since early 2024. Geographically, it encompasses all
major developed and emerging markets—including US, Europe, Asia-Pacific, and Latin America.

Rooted in the framework set forth by Huerta de Soto, this analysis:

* Examines the consequences of broad credit expansion, monetary policy intervention,
and malinvestment across sectors

* Interprets current asset price movements through the prism of business cycle theory
and interest rate distortions

* Real-time index performance and sectoral metrics (Bloomberg, Reuters, EBA, ECB
datasets)

* Central bank communications, macroeconomic indicators, and tariff implementation
records

» Corporate earnings, quarterly banking reports, and trading volumes

+ Comparative performance measurement of global indices and sectoral benchmarks
* GARCH and EGARCH model interpretations for volatility transmission

Event studies surrounding trade policy changes, such as “Liberation Day” and subsequent
negotiations

» Central bank balance sheet trend analysis for credit expansion assessment
* Qualitative identification of malinvestment: capital intensity ratios, balance sheet
composition, and sectoral excesses
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« Differences in reporting standards across markets may introduce comparability
constraints
* Rapid policy shifts and geopolitical events can alter market dynamics within days

Global Stock Market Indices Performance - August 25, 2025
Current Daily Change YTD Performance Peak 2025

Index Level (%) (%) Level

S&P 500 (US) 5678.90 1.50 15.2 5723.45
(Eijosv)" Jones Industrial Average 07104 190 7.0 4563174
NASDAQ Composite (US) 17845.32 1.90 18.5 18142.33
STOXX Europe 600 561.62 -0.30 8.41 573.25
Euro STOXX 50 5467.05 -0.39 10.08 552118
FTSE 100 (UK) 8292.66 0.23 124 8325.44
DAX 40 (Germany) 18435.50 -0.50 227 18967.22
CAC 40 (France) 7543.21 -0.44 1.8 7689.33
Nikkei 225 (Japan) 42808.00  0.41 9.2 43156.78
Hang Seng (Hong Kong) 25830.00 194 252 2623455
CSI 300 (China) 4512.30 2.08 1.2 4623.77
KOSPI (South Korea) 2634.50 1.25 43.0 2789.44
Sensex (India) 81256.45 0.85 45 83445.67
TSX Composite (Canada) 23145.67 -0.15 -2.3 24567.89
IPC (Mexico) 5823412 0.75 30.0 59123.45

Jerome Powell's Jackson Hole speech (August 22) was notably dovish, amplifying expectations
of a September rate cut (current probability: 91%) and triggering major rallies in rate-sensitive
and small-cap equities.

Jackson Hole Speech Market Impact Analysis

Market Friday September Rate Cut September Rate Cut
Segment Rally (%) Probability Before (%) Probability After (%)

US Large Cap

Key Driver

Powell dovish pivot

Equities 15 75 91 on labor market
Small Cap 39 75 91 Rate sensitivity boost
(Russell)

Rate-Sensitive 47 75 91 Lower borrowmg
Sectors costs expectation
Technology 2.1 75 o1 Multiple expansion
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Market Friday  September Rate Cut September Rate Cut

Segment Rally (%) Probability Before (%) Probability After (%) Key Driver
Megacaps on rate cuts
Financials 2.8 75 91 Net interest margin

concerns
Real Estate 4.2 75 91 Lower discount rates
(REITs) '
1Q-Year Treasury 012 75 91 Rate cut‘
Yield expectations
US Dollar Index . .
(DXY) -1.0 75 o1 Fed easing policy
Gold Futures 2.3 75 91 Safe haven/inflation
hedge
Crude Oil (WTI) 1.4 75 91 Geopolitical tensions

August 2025 continues to be characterized by sharp reversals in investor sentiment, driven by
the interplay of central bank signals and trade/energy policy uncertainty. Equities experienced
strong rebounds post-April's tariff-induced selloff but remain fundamentally volatile as market
participants await confirmation of Federal Reserve action.

European Banking Sector Q3 2025 Performance Metrics

. Q3 2025 Q3 2024 Change
Metric Value Value (bps/%) Outlook
Return on Equity (ROE) 11.1% 9.8% +130bps Strgng .momentum
maintained
Return on Assets (ROA) 0.76% 0.69% +7bps Efficiency gains continuing
E\lNelu;’\terest Margin 1.66% 1.45% +21bps Rate cycle peak impact
Cost-to-Income Ratio 58.2% 62.1% -390bps Operating leverage positive
Loan Loss Provision Rate 0.28% 0.35% -7bps Benign credit environment
CET1 Ratio 15.4% 14.8% +60bps Capital strength at highs
\l;loe\’; Fee Income Growth 9.6% 4.2% +540bps Diversified revenue growth
Loan Growth QoQ 1.2% 0.6% +60bps Credit demand recovery
Deposit Growth QoQ 0.8% 11% -30bps Funding stability
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During Summer 2025, Continental Europe emerged as the unexpected leader in global equity
performance, driven by fiscal policy adjustments, robust domestic demand, and sectoral
strengths.

Germany's DAX 40 recorded a 22.7% year-to-date return, benefiting from renewed fiscal
expansion and increased defense spending. The German government's reversal of austerity
measures in Q1 2025—allocating an additional €50 billion to infrastructure and military
modernization—underpinned substantial gains in industrial and defense stocks. Volkswagen
and Siemens led the DAX4 rise, posting Q2 2025 earnings beats of +8% and +10% respectively, as
domestic consumption and public investment surged.

France's CAC 40 achieved an 11.8% YTD gain, supported by banking sector resilience. BNP
Paribas and Société Générale reported net interest margin expansions of +18 bps and +22 bps
respectively, reflecting higher ECB rates. Consumer-centric sectors also outperformed, with
LVMH and Kering up 15% on luxury demand recovery post-pandemic.

Spain's IBEX 35 soared 32.0% YTD, led by Banco Santander’s 28% stock advance following robust
Q2 profit growth (+12% YoY) and Telefénica's 24% rebound as cost-cutting measures and fiber-
optic expansion improved margins. Domestic tourism recovery further bolstered IAG and Melia
Hotels, which both posted double-digit earnings increases.

The FTSE 100 reached record territory with a 12.4% YTD return. Post-Brexit trade agreements,
including the February 2025 US-UK “Atlantic Partnership,” removed remaining barriers on
financial services and pharmaceuticals. HSBC and Barclays gained +14% and +11% respectively,
leveraging renewed access to US markets. Energy majors BP and Shell rose 9% as North Sea
production stabilized and LNG exports expanded.

Norway's OBX Index climbed 24.8% YTD, driven by oil and defense exports. Statoil's 18% share
gain reflected higher Brent prices (+12% YTD), while Kongsberg Gruppen soared 26% on new
NATO contracts.

Poland’'s WIG20 rose 56.0%, supported by EU infrastructure funding (~€38 billion through 2027)
and trade-diversion gains from shifting manufacturing away from China. PKO Bank Polski
posted 14% loan-growth QoQ, and PGE's utilities expansion into renewable energy drove a 32%
equity advance.

Greece's ATHEX Composite led all major indices with a 60.0% YTD advance. Continued debt-
reduction efforts following the 2023 IMF-EU program exit, combined with booming tourism
(visitor arrivals +21% YoY), boosted National Bank of Greece (+48%) and Aegean Airlines (+55%).

The European Central Bank (ECB) entered a new phase of policy normalization in June 2025,
deciding to cut its key interest rates by 25 basis points. The deposit facility rate stands at 2.00%,
the main refinancing rate at 215%, and the marginal lending facility at 2.40%. This marks the
fourth adjustment of the year, a response to inflation settling around the ECB’s 2% target and
persistent economic headwinds, including continued uncertainty in global trade and a secular
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rotation in European industry.

ECB communication, led by President Christine Lagarde, has emphasized a meeting-by-
meeting, data-dependent approach. With eurozone inflation expected to average 2.0% in 2025
and growth projections showing gradual recovery, the policy stance remains somewhat
accommodative, aiming to balance inflation vigilance with support for domestic growth.
Forecasts suggest further easing could follow if downside risks intensify, but market consensus
(as of late August) sees a pause in September before potential resumption of cuts in the
autumn.

For European banks, rate reductions have translated into robust net interest margins and
improved profitability as borrowing conditions stabilize, capital buffers remain high, and credit
expansion proceeds at a measured pace. Real estate markets, which had suffered price and
transaction declines in previous quarters, are showing signs of cautious recovery: housing prices
across the European Union rose 4.9% YoY in Q4 2024, surpassing their mid-2022 peak, with
Spain and the Netherlands leading gains and urban prime office zones exhibiting notably low
vacancy rates (Madrid CBD 3.7%) compared to other European capitals.

In summary, the ECB's recent measures have helped preserve financial stability and support
investment, particularly as government expenditure on infrastructure and defense bolsters
medium-term growth. Yet, persisting trade uncertainties and uneven sectoral dynamics warrant
close monitoring, as the European recovery remains exposed to exogenous shocks and policy
recalibration.

The U.S. equity market delivered differentiated sectoral returns as cyclical rotation accelerated
on expectations of Fed easing. The S&P 500 gained 15.2% YTD, led by megacap technology but
with significant dispersion across sectors.

* Technology: After the Friday Jackson Hole rally, the Nasdag Composite advanced 18.5%
YTD. NVIDIA (+42%), Microsoft (+28%), and Alphabet (+24%) drove gains on Al deployment,
though supply chain constraints limited hardware manufacturers.

» Financials: Post-speech sector rotation boosted banks; JPMorgan (+21%) and Goldman
Sachs (+18%) benefited from rate cut anticipation and improved trading revenues.
However, regional banks faced commmercial real estate headwinds—represented by a 5%
drop in the KBW Regional Banking Index.

* Consumer Discretionary: Underperformed with a 3% YTD gain as tariff pass-through
lifted retail prices; TIX (+9%) and Home Depot (+6%) outperformed peers due to strong
fiscal Q2 earnings.

» Real Estate (REITs): Surged 4.2% on Friday's dovish signal but remains down 2% YTD amid
higher financing costs and vacancy concerns in office segments.

The Russell 2000 small-cap index outpaced large caps, rallying 21% YTD after a 3.9% Friday gain,
reflecting higher sensitivity to rate-cut expectations and improving domestic growth indicators.

Canada’s TSX Composite fell 2.3% YTD amid USMCA renegotiation pressures. However, sectoral
divergence was pronounced:

* Energy: TSX Energy Index up 12%, led by Suncor (+18%) on rising oil prices and LNG export
expansion to Europe.

* Materials: Gold miners rallied 22%, with Barrick Gold and Franco-Nevada posting double-
digit gains as the loonie weakened 1.5% against the USD.

* Financials: Big Five banks gained 5% YTD, underperforming global peers due to credit
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tightening in commercial real estate.

Canada'’s currency volatility reflects capital outflows into U.S. markets, though recent Bank of
Canada comments hint at potential rate cuts in Q4 2025, which could support domestic
equities.

The S&P/BMV IPC advanced 30% YTD, leading major Latin American markets. Key drivers
include:

* Manufacturing Adaptation: Auto parts and electronics exports rose 11% as companies
diversified supply chains away from China.

» Peso Strength: The peso appreciated 4% against the USD YTD, driven by remittance
inflows and commodity export growth.

* Energy Reforms: Pemex’s strategic partnership with ExxonMobil and pipeline expansions
boosted the energy sector, with the Mexican Energy Index up 24%.

Despite high initial tariff exposure, Mexico's proactive trade diversification and nearshoring
investments have underpinned robust equity market gains.

The CSI 300 rose 11.2% YTD, supported by PBoC liquidity injections and regulatory easing in
property. Key developments:

*  Monetary Stimulus: Two RRR cuts totaling 100 bps since June; M2 money supply growth
accelerated to 12.5% Yov.

* Al Breakthroughs: DeepSeek’s IPO (+65% debut) spurred technology sector optimism,
despite US tariff pressures.

» Property Stabilization: Evergrande bond restructuring and CNY 1 trillion local
government special bonds issuance stabilized housing stocks.

Hang Seng Index climbed 25.2% YTD to 25,830, its highest since October 2021. Catalysts include:

* Mainland Integration: Stock Connect flows reached HKD 320 billion in July, the highest
monthly since launch.

» Banking and IPO Revival: HSBC (+18%) and AIA (+15%) rallied on renewed confidence; 32
new |IPOs raised HKD 45 billion in H1 2025.

* Tourism and Retail: Post-pandemic visitor arrivals recovered to 78% of 2019 levels,
benefiting retail landlords like Sun Hung Kai Properties (+21%).

Nikkei 225 gained 9.2% YTD, driven by:

+ Consumption and Wages: Government stimulus checks and a 3% public sector wage
increase boosted retail stocks (Fast Retailing +14%).

» Corporate Governance: M&A activity and improved ROE targets led Toyota (+12%) and
Sony (+11%) to outperform.

+ Tariff Mitigation: Autos faced 10% U.S. tariff but benefited from local supply chain
reorientation.

KOSPI soared 43% YTD as:
+ DRAM & NAND Demand: Samsung Electronics (+49%) and SK Hynix (+45%) led a memory

chip shortage recovery.
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* Supply Chain Diversification: 20% of chip production shifted to Malaysia and Vietnam,
reducing U.S. tariff impact.

* EV Component Exports: LG Energy Solution (+32%) benefitted from rising global EV
adoption.

+ ASEAN: The FTSE ASEA 40 regional index gained 18% YTD, led by Vietnam (+38%) and
Thailand (+12%) as manufacturers diversified supply chains.

* India: The BSE Sensex rose 4.5%, underperforming due to high valuations and policy
uncertainty ahead of national elections. IT services exporters (TCS +9%) partially offset
domestic underperformance.

* Brazil (Bovespa +30%): Commodity boom (iron ore +25%, oil +22%) and currency
appreciation (+8% BRL/USD).

* Chile (+18%): Copper export tax cuts and lithium production expansion drove resource
stocks.

» Saudi Arabia (Tadawul +12%): Aramco |IPO follow-on offerings and NEOM project
investments.

* South Africa (JSE +22%): Mining stocks (Anglo American +35%, Sibanye Gold +28%) led
amid rand strength.

* Turkey (BIST -10%): Currency crisis and political instability depressed equities; Lira
devaluation (-40% YTD) weighed heavily.

The defense and aerospace sector emerged as the summer 2025 standout, reflecting
heightened geopolitical risk and sustained military spending increases.

* Rheinmetall AG (XTRA: RHM) surged 48% YTD, driven by advanced air defense system
contracts and a €3 billion order from NATO.

* Airbus Group (EPA: AIR) gained 32%, bolstered by A400M transport aircraft sales and new
defense electronics partnerships.

* Thales (EPA: HO) rose 29% on secure communications and radars’ demand from EU
member states.

* Lockheed Martin (NYSE: LMT) advanced 26% YTD, with F-35 production ramp-up and
allied purchase commitments.

* Northrop Grumman (NYSE: NOC) rose 24% on B-21 bomber development and cyber
capabilities contracts.

* Boeing Defense (following Q2 spin-off) up 18% amid supply chain constraints for
commercial aviation but strong defense backlog.
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+ NATO defense budgets collectively increased 8% in 2025, representing over US $1 trillion
in combined expenditures.

* Non-NATO spending—particularly in Asia—rose 6%, with South Korea and Japan
allocating additional budgets to missile defense systems.

5.2 Banking and Financial Services Regional Divergence

The banking sector displayed stark regional contrasts, reflecting divergent monetary cycles and
domestic market conditions.

. Q32025 Q32024 Change
Metric Value Value (bps/%) Outlook

Return on Equity (ROE)  11.1% 9.8% +130bps Strong momentum
maintained

Return on Assets (ROA)  0.76% 0.69% +7bps Efficiency gains
continuing

Net Interest Margin (NIM) 1.66% 1.45% +21bps Rate cycle peak impact

Cost-to-Income Ratio  58.2% 62.1% ~390bps Operating leverage
positive

Loan Loss Provision Rate 0.28% 0.35% -7bps Benign credit environment

(Fizg::’inomon Equity Tier | 15.4% 14.8% +60bps Capital strength at highs

Net Fee Income Growth 9.6% 4.2% +540bps Diversified revenue growth

(Yov)

Loan Growth (QoQ) 1.2% 0.6% +60bps Credit demand recovery

Deposit Growth (QoQ) 0.8% 11% -30bps Funding stability

* Net interest margins expanded by 21 bps to 1.66% in Q3 2025, following ECB’s deposit rate
rise to 3.75%.

* Return on equity climbed to 11.1%, supported by higher lending volumes and fee income
growth (+9.6% YoY).

» Cost-to-income ratio improved to 58.2%, reflecting operating leverage gains.

* Large banks (JPMorgan, Bank of America) saw net interest margin compression forecasts
as Fed cut expectations intensified.

* Regional banks faced commercial real estate pressure; the KBW Regional Banking Index
declined 5% YTD, driven by office vacancy risk.

* Investment banking and trading revenues remained robust, offsetting margin pressures.

» Japanese banks reported stable margins amid low-rate environment; MUFG's ROE
reached 7.5%, up from 6.8% in Q3 2024.

* Chinese policy banks expanded lending by 12% YoY, supporting infrastructure projects
but weighing on asset quality metrics.
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5.3 Technology Sector: Innovation versus Disruption

The technology sector’s YTD performance (NASDAQ +18.5%; STOXX Tech +12%) reflects a
calibration between Al-driven growth and tariff/disruption challenges.

* NVIDIA (NASDAQ: NVDA) soared 42% on sustained GPU demand for Al training and
government exemptions from U.S. chip export restrictions.

*  Microsoft (NASDAQ: MSFT) and Alphabet (NASDAQ: GOOGL) gained 28% and 24%
respectively, fueled by Azure and Google Cloud revenue growth (+34% YoY).

* Apple (NASDAQ: AAPL) up 15% but faced Q3 supply constraints fromm component
shortages in China.

* Semiconductor fabs are diversifying to Malaysia and Vietnam, yet initial capital
expenditure delays weighed on equipment suppliers (Applied Materials +8% YTD).

* ASML (ENXTAM: ASML) rose 20%, benefitting from EU strategic support for critical
semiconductor equipment.
+ SAP (XETRA: SAP) gained 14% on S/4HANA cloud adoption and strong license renewals.

5.4 Energy Sector: Geopolitical Premium and Transition Dynamics

The energy sector outperformed modestly (Stoxx Europe 600 Energy +9%; S&P Energy +11%),
balancing commodity price volatility with transition investment flows.

+ Brent crude averaged US $78/barrel YTD (+15%); ExxonMobil (NYSE: XOM) and Chevron
(NYSE: CVX) advanced 14% and 12%, respectively.
* U.S. LNG exports to Europe rose 22% Q2 2025, supporting Cheniere Energy (+19%).

* Orsted (CPH: ORSTED) rallied 28% on new offshore wind project awards in the Baltic Sea.

* Enel (BIT: ENEL) up 18%, driven by 6 GW of solar and battery capacity additions.

» European utilities index outperformed global peers by 400 bps, reflecting defensive
characteristics and dividend yields (Stoxx Europe Utilities +12%).

Healthcare & Pharmaceuticals (Stoxx Europe Health +7%):
Defensive demand supported by aging demographics; Roche (+9%) and Novartis (+8%)
benefited from strong drug pipelines.

Consumer Discretionary (S&P +3%; Stoxx Europe ConsDisc +2%):
Underperformance due to tariff-induced cost pressures; Nike (NYSE: NKE) gained 6% while Tesla
(NASDAQ: TSLA) dipped 4% on supply chain and pricing headwinds.

Industrial Manufacturing (Stoxx Europe Ind +5%):
Positive gains led by defense contractors and infrastructure companies; CNH Industrial (+12%)
and ABB (+10%).

Real Estate (Global REIT Index -2%):
Rate sensitivity weighed on office and retail REITs; logistical and data center REITs
outperformed (+8%).
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Telecommunications (Stoxx Europe Telco +11%):
Infrastructure investments in 5G and fiber drove returns; Vodafone (+14%) and Deutsche
Telekom (+12%).

Materials & Mining (S&P Materials +16%; Stoxx Europe Materials +10%):
Commodity cycle upswing fueled miners; BHP Group (+18%) and Rio Tinto (+16%) led on iron ore
and copper price gains.

On April 2, 2025—dubbed “Liberation Day"—the Trump administration enacted a sweeping
baseline tariff of 10 percent on all imported goods, extending levies to goods previously exempt
under WTO schedules. The immediate market reaction was severe: global equity indices fell by
an average of 4 percent on April 3, with the MSCI ACWI down 4.3 percent. Within days, the
administration announced an emergency 90-day pause on non-essential goods tariffs to
facilitate negotiations, stabilizing markets by mid-April.

* Negotiated rate: 15 percent (vs. threatened 30 percent) on industrial goods.
* Exemptions: pharmaceuticals, medical devices, select agricultural products.
* Impact: STOXX 600 recovered to within 1 percent of pre-tariff levels by June 1, 2025.

» 25 percent tariff on core industrial exports (automotive, machinery).

+ Technology-transfer commitments linked to tariff relief accelerated joint R&D projects.

+ KOSPI's 43 percent YTD surge reflects both tech export recovery and supply chain
diversification.

* Canada and Mexico subjected to 25 percent tariffs post-USMCA renegotiation clashes.
* Canada’s TSX underperformed by 9 percent relative to global peers, while Mexico's IPC
rebounded to a 30 percent YTD gain due to rapid nearshoring investments.

» Tariff rates reached up to 145 percent on targeted goods (electronics, machinery).

* Interim truces: phased rate reductions upon reciprocal purchase commitments worth US
$150 billion.

* CSI300's11.2 percent YTD advance illustrates resilience amid policy support measures.

+ Defense & Aerospace: Capture of diverted procurement budgets; global defense stocks
up 30 percent on average.

+ Banking (Europe): Benefited from capital inflows; European bank equities outperformed
U.S. peers by 1,200 basis points.

« Alternative Manufacturing Hulbs (ASEAN): Received US $65 billion in redirected FDI,

This work is licensed under CC BY-NC 4.0 @@ 11


http://creativecommons.org/licenses/by-nc/4.0/?ref=chooser-v1

boosting local equity markets by 18 percent YTD.

Consumer Electronics: Tariff pass-through and supply disruptions led to a 12 percent
drop in the MSCI Global Consumer Electronics Index.

Automotive OEMSs: U.S. auto stocks declined 8 percent on higher import costs; Japanese
OEMs underperformed by 6 percent due to 25 percent tariffs.

Agricultural Exports: U.S. agricultural machinery and fertilizer manufacturers lost 15
percent in share value due to retaliatory measures.

Nearshoring Surge: Mexico’'s manufacturing sector grew exports by 14 percent between
April and July, driven by auto and electronics.

Southeast Asia Gains: Vietnam's exports to the U.S. rose 22 percent, while Thailand and
Malaysia saw 18 percent and 16 percent increases respectively.

Diversification Initiatives: Over 300 multinational companies announced supply chain
diversification plans away from China, reallocating 12 percent of global manufacturing
capacity by Q3 2025.

U.S. Dollar: DXY strengthened 3.5 percent from March to August, reflecting tariff-driven
trade deficits and Fed rate cut anticipation.

Euro and Pound: EUR/USD appreciated 2 percent due to capital inflows; GBP/USD gained
1.8 percent post-trade deal.

Emerging Market Currencies: MXN and ZAR outperformed peers, appreciating 4 percent
and 6 percent YTD as commmodity exporters benefited from global realignments.

Drawing on “Money, Bank Credit, and Economic Cycles,” Professor Huerta de Soto's Austrian
School framework provides a systematic lens for interpreting macrofinancial distortions and
forecasting business cycle transitions:

1.

Credit Expansion Theory

Artificial growth in bank credit, induced by central bank policies, misaligns capital
allocation with genuine consumer time preferences. Since 2020, major central banks
have expanded balance sheets by over US $15 trillion, lowering real interest rates well
below natural levels and incentivizing imprudent investment.

Natural Interest Rate Distinction

The divergence between artificially suppressed market rates and the natural rate—
determined by savings and consumption preferences—leads to unsustainable
lengthening of production structures. Measurements indicate a 150 bps gap between
real policy rates and estimated natural rates in advanced economies.

Malinvestment Identification

Systematic malinvestments emerge in sectors furthest from final consumption—namely
technology infrastructure, commercial real estate, and long-duration assets. Indicators
include overcapacity metrics (e.g., 22% office vacancy rates in U.S. metros) and inventory
accumulation anomalies (+18% YoY in semiconductors).

4. Spontaneous Order and Prices
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Under free-market conditions, price signals coordinate production and consumption.
Central bank interventions distort these signals, reducing market participants’ ability to
correctly gauge resource scarcity and project returns.

U.S. Federal Reserve: Balance sheet expanded from US $4.5 trillion (January 2020) to US
$9.0 trillion (August 2025).

ECB: Aggregate asset holdings rose from €6 trillion to €8.2 trillion, driven by APP and
PEPP programs.

PBoC: Medium-term lending facility averages CNY 2 trillion per quarter since Q1 2025.

Equities: Global P/E ratios expanded 26% above historical averages; U.S. tech P/E reached
35x vs. 20x nhorm.

Real Estate: U.S. home prices rose 40% since 2020; European commercial property cap
rates compressed by 120 bps.

Fixed Income: 10-year sovereign yields remain 50 bps below estimated equilibrium levels,
despite inflation exceeding targets.

Technology Infrastructure: Data center overcapacity—vacancy rates of 18% in key U.S.
hubs.

Commercial Real Estate: Office-to-retail conversion projects up 32% YTD, indicating
repositioning of redundant assets.

Long-Duration Projects: Green hydrogen and carbon capture initiatives financed at near-
zero rates despite uncertain commercial viability.

Credit Peak: Maximum credit-to-GDP ratio (U.S.) of 145% in Q2 2025.

Asset Bubbles: Simultaneous peaks in equity, real estate, and corporate bond markets.
Entrepreneurial Miscalculations: Proliferation of speculative IPOs—480 US listings YTD
with average first-day pops of 45%.

Austrian theory posits an inevitable correction phase following the credit peak. Key triggers
include:

1.

2.

3.

Interest Rate Normalization: Fed rate cuts in late 2025 may reverse stimulus, but ultimate
normalization will raise real borrowing costs, revealing unprofitable investments.
Malinvestment Liquidation: High-beta and speculative assets (e.g., special purpose
acquisition companies) to see valuation de-rating of 40-60%.

Capital Reallocation: Resources shift towards sectors aligned with consumer preferences
—durable goods, basic services, and decentralized energy.

Projected timeline: 18-30 months post credit peak, indicating adjustment onset in Q4 2025 to QI
2026, with full cycle correction by mid-2027.
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1. Defense and Aerospace Sustainability: Genuine demand from geopolitical imperatives
supports continued outperformance.

2. Technology Sector Correction: Al leaders with strong cash flow (e.g., Microsoft) may
weather adjustment better than overleveraged hardware plays.

3. Banking Sector Realignment: Return to intermediation roles, with emphasis on credit
quality over loan growth.

4. Energy Sector Transition: Renewable and traditional energy firms with robust balance

sheets will attract reallocated capital, while speculative green tech ventures face funding

constraints.

Using a 10-day 95% confidence level historical simulation methodology:

* United States (S&P 500): VaR = -2.8%

* Europe (STOXX 600): VaR = -3.2%

* Asia-Pacific (MSCI Asia-Pacific ex-Japan): VaR = -3.5%
* Emerging Markets (MSCI| Emerging): VaR = -4.1%

The higher VaR for emerging markets reflects greater realized volatility and lower liquidity.

Stress scenario: Tariff rates re-escalate to 30% on all major trading partners:

* Global GDP Impact: -0.9% in 2026
* Equity Market Drawdown: -12% peak-to-trough in MSC| ACWI
» Sectoral Shock: Consumer discretionary (-18%), industrials (-14%), technology (-11%)

Scenario: Rates rise by 200 bps from current levels over 12 months:

* 10-Year Treasury Yield: 3.8%
+ Equity P/E Compression: -20% multiple contraction globally
» Sector Sensitivity: Real estate (-22%), utilities (-15%), financials (+6%)

*  MXN, ZAR, TRY: Potential 15-25% devaluation under sudden capital reversal
* Carry Trade Impact: Unwinding positions yields 120 bps spike in USD funding rates
+ Hedge Effectiveness: 80% correlation reduction with equity hedges during stress

Network analysis of 47 major equity indices shows:

» Cluster Centrality: U.S. and European markets account for 65% of systemic interlinkages

+ Contagion Pathways: Asia-Pacific markets transmit 40% of shocks to global indices
within 5 days

* Tail-Risk Correlation: Extreme market moves (5% daily losses) exhibit 0.72 average cross-
market correlation
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These quantitative measures underscore the importance of robust risk management
frameworks and diversified hedging strategies in navigating the transition from artificial credit
expansion to natural market equilibria.

* Energy Security: Russian natural gas exports to Europe declined by 45% YTD due to
sanctions, prompting accelerated LNG import capacity expansion (Europe's LNG import
terminals up 22%).

+ Defense Spending: NATO members increased defense budgets by 8%, disproportionately
benefiting European defense contractors.

* Market Sentiment: European equity risk premium narrowed by 35 bps as investor
confidence adapted to prolonged conflict.

* Technology Supply Chain: Taiwan Semiconductor Manufacturing Company (TSMCQC)
represents 54% of global advanced foundry capacity; any disruption could cause
semiconductor price spikes of 20-25%.

« Defense Posture: U.S. defense commitments to Taiwan increased by US $6 billion,
bolstering defense sector valuations by an additional 3% beyond baseline.

» Oil Production: Saudi Arabia’s spare capacity at 2.5 million bpd provides geopolitical
buffer; OPEC+ output cuts extended into Q3 2025, underpinning Brent crude at US
$78/barrel.

« Regional Investment: Israel and the UAE announced US $20 billion in joint energy
infrastructure projects, supporting local equities (+12% average gain).

+ Currency Initiatives: Proposed BRICS central bank digital currency pilot slated for Q1 2026,
aiming to reduce dollar dependence; associated equity indices up 7% on pilot
announcement.

* Trade Agreements: Intra-BRICS trade volume rose 14% YTD, benefiting Brazilian and
South African commodity exporters.

Global sustainable fund assets reached US $4.8 trillion in Q2 2025, up 28% YoY, driving capital
reallocation into low-carbon sectors.

+ Green Energy: Renewable energy firms trade at a 22% P/E premium over traditional
utilities.

* ESG Leaders: Companies in the top ESG quartile exhibit 120 bps lower equity volatility
and 50 bps higher ROE relative to sector peers.
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Electric Vehicles (EVs): EV global sales grew 45% YTD, with Tesla (NASDAQ: TSLA) gaining
32% and BYD (HKEX: 1211) up 28%.

Battery Technology: Solid-state battery startups attracted US $6 billion in venture
funding, underpinning sector-focused ETFs (+18% YTD).

EU Green Deal: Proposed corporate due diligence directive to impose mandatory ESG
disclosures from 2026; EU financial stocks under review saw 5% repricing post-
announcement.

SEC Climate Rule: U.S. SEC's proposed greenhouse gas disclosure rule increased
compliance costs by estimated US $12 billion across S&P 500, impacting profit forecasts
by -30 bps on average.

United States: Following Powell's Jackson Hole dovish commentary, markets price a 91%
probability of a September rate cut, with cumulative easing of 75-100 bps by mid-2026.
Europe: ECB is expected to mantein the deposit rate to 2,00%, with markets expecting no
cuts until H1 2026, reflecting persistent inflation above 2%.

Asia-Pacific: PBoC continues targeted liquidity injections (aprox CNY 2 trillion per
quarter).

United States: Federal debt at 120% of GDP; fiscal deficit projected at 6.2% of GDP in
FY2025. Treasury issuance expected to rise by US $1.2 trillion, pressuring long-term yields.
Europe: Aggregate EU fiscal deficit reduced to 3.8% of GDP, aided by budgetary
consolidation in Germany and France. Italy’s deficit remains elevated at 5.5%, prompting
credit rating watch.

Emerging Markets: Fiscal consolidation varied—Brazil reduced deficit to 3.2% of GDP,
while South Africa’s deficit widened to 7.1% due to energy subsidies.

United States: Unemployment at 3.6% in July 2025; average hourly earnings growth at
4.2% YoY, fueling service-sector inflation in PCE services.

Europe: Euro area unemployment stable at 6.5%; wage growth at 3.4%—above ECB’s
comfort zone.

Asia-Pacific: Japan’s unemployment at 2.4%, with wage growth of 2.7% following public
sector increases; China's urban surveyed unemployment at 5.1%, with private sector
sluggish wage gains.

Global Output Gap: Estimated at -1.2% of potential GDP in mid-2025, narrowing from -
3.5% in early 2023.

Productivity: Total factor productivity growth averaged 0.5% annually since 2020, below
pre-pandemic trend of 1.2%, reflecting structural headwinds from supply chain
realignments and underinvestment in R&D.
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* Investment: Global business investment grew 3.8% in H1 2025, with significant upticks in
defense (+12%) and digital infrastructure (+9%).

* HFT trading volume accounts for 56% of US equities volume, up from 48% in 2020.
* Market depth metrics improved by 12% post-implementation of US consolidated audit
trail enhancements, reducing latency arbitrage.

» Global ETF AUM reached US $11.4 trillion in Q2 2025, up 20% YoY.
» Passive inflows represent 65% of new equity allocations, influencing index rebalancing
and sector concentration effects.

» Bitcoin's market cap hit US $1.2 trillion, with institutional adoption by 18% of S&P 500
companies.

+ Ethereum staking yields (4.8%) attract US $125 billion in locked value, supporting nascent
decentralized finance platforms.

* Implementation of Al-driven market surveillance tools by SEC and ESMA reduced insider
trading cases by 22% YoY.

* Blockchain-based post-trade settlement pilots in Singapore and Switzerland aim to
shorten settlement cycles from T+2 to T+1.

Building upon the preceding empirical and theoretical analyses, this section constructs four
coherent scenarios to elucidate potential trajectories of international equity markets under
varying macroeconomic and geopolitical conditions. Each scenario integrates Austrian School
insights concerning credit cycles, malinvestment correction, and endogenous market
adjustment processes.

In this scenario, ongoing bilateral negotiations lead to a gradual rollback of the most punitive
tariffs to average levels of 10-15 percent by Q2 2026. Central banks execute modest monetary
easing—cumulatively 75 basis points in the United States and 25 basis points in the Eurozone—
thereby moderating funding costs without reigniting unsustainable credit expansion. Under
these conditions:

* Equity Markets: MSCI ACWI total return of 8-10 percent in 2026, driven by a bounce in
consumer discretionary and industrial sectors previously suppressed by tariffs.

» Sectoral Reversion: Technology hardware stocks recover as supply chains stabilize;
defense and banking outperform but with diminished relative premiums.

» Austrian Adjustment: Malinvested capacity in real estate and speculative tech contracts
slowly liquidates over 18-24 months, realigning investment with genuine consumption
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preferences.

A multilateral agreement—perhaps under WTO auspices—formalizes the phased elimination of
all exceptional tariffs by end-2025, accompanied by a coherent framework for dispute resolution.
Simultaneously, central banks coordinate to maintain neutral real rates, supporting economic
growth without further credit distortion.

» Equity Markets: A rally across global indices yields 12-15 percent returns in 2026, led by
emerging markets and small-cap segments.

» Sectoral Leadership: Consumer discretionary and technology demonstrate leadership as
consumer confidence rebounds; defensives provide ballast.

* Austrian Dynamics: The absence of new credit expansions leads to a soft landing;
malinvestments recalibrate through market-driven processes without severe
contraction.

Trade disputes intensify, with tariff rates reverting to 30-40 percent on key goods, and retaliatory
measures proliferate among major economies. In parallel, central banks, wary of inflation,
maintain or raise policy rates despite slowing growth.

+ Equity Markets: MSCI ACWI declines by 10-12 percent peak-to-trough in 2026; volatility
(VIX) spikes above 30 percent.

» Sectoral Divergence: Utilities and healthcare outperform as investors seek defensive
havens; industrials and consumer cyclicals suffer double-digit losses.

* Austrian Adjustment: Credit contraction accelerates, forcing abrupt liquidation of
malinvested capacity; unemployment rates rise as overextended production structures
unwind.

Under this scenario, central banks misjudge inflation dynamics and maintain ultra-
accommodative policies into late 2026, exacerbating malinvestments. Inevitably, a sharp market
correction ensues in early/middle 2027 as genuine interest rates reassert themselves, triggering
a pronounced adjustment phase:

* Equity Markets: A severe correction—20-25 percent decline—culminating in a trough by
mid-2027, concentrated in overleveraged sectors (tech, real estate, infrastructure).

» Sectoral Consolidation: Only sectors with intrinsic cash flow generation—defense, select
consumer staples—preserve value; speculative segments undergo restructuring.

* Long-Term Realignment: Post-correction, capital reallocates toward productive,
consumption-oriented industries, aligning market valuations with Austrians’ concept of
natural interest rate and consumer time preferences.

These scenarios underscore the critical interplay between trade policy, monetary cycles, and
market structure. The Austrian School framework illuminates how credit distortions can both
propel asset inflation and sow the seeds of eventual correction. Accordingly, investors and
policymakers must calibrate strategies that anticipate these endogenous adjustment processes.

The preceding analysis elucidates structural market distortions, geopolitical contingencies, and
divergent monetary regimes. In crafting investment strategies for late-2025 and beyond,
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practitioners must integrate insights from both mainstream and Austrian School paradigms to
navigate the adjustment phase effectively.

Empirical findings indicate Europe’s comparative advantage in a managed normalization
environment. Elevated equity risk premia reflect both reduced trade-war exposure and robust
fiscal support. A strategic overweight (relative to global benchmarks) in continental European
equities—particularly in Germany, Spain, and Greece—captures ongoing capital inflows and
sectoral tailwinds in defense and banking. Conversely, emerging markets warrant
underweighting given higher VaR metrics (-4.1% 10-day VaR) and currency vulnerabilities.

Defense & Aerospace: Given genuine demand drivers—escalating military budgets and long-
term procurement cycles—allocations to European and U.S. defense contractors offer ballast
amid adjustment. Low correlation (0.32) with broad equity indices during drawdowns enhances
diversification.

Banking: European banks’ improved net interest margins (up 21bps) and capital buffers (CET1>
15%) justify selective overweight, particularly in systemically important institutions with prudent
underwriting standards. Underweight U.S. regional banks subject to CRE stress.

Technology: A nuanced approach is essential. Overweight software and Al platform leaders with
recurring revenue models and strong balance sheets (e.g., Microsoft, ASML) but underweight
hardware and speculative IPO entrants vulnerable to supply-chain shocks and malinvestment
correction.

Energy Transition: Allocate to integrated energy majors with diversified portfolios—exposure to
both hydrocarbons and renewables. Utilities offering regulated cash flows and REITs with
essential-service mandates also serve as inflation-hedges during monetary tightening.

» Tail Risk Hedging: Small allocations (1-2% of portfolio) to equity index put spreads on
global benchmarks can mitigate downside in a pessimistic or Austrian adjustment
scenario.

» Currency Hedging: Utilize forward contracts or USD-denominated asset overlays to
manage emerging-market currency risk, particularly in MXN and ZAR.

* Duration Management: In a normalization regime, maintain neutral to underweight
duration exposure; consider steepeners in U.S. Treasury curves to benefit from
anticipated Fed cuts followed by normalization.

Incorporate credit-cycle sighals—such as credit-to-GDP divergence and malinvestment proxies
—into tactical allocation models. When credit expansion metrics decelerate, shift toward
defensive sectors and increase cash equivalents; conversely, during early recovery phases,
restore cyclical exposure.

Given regulatory trajectories (EU Green Deal, SEC climate rule), embed ESG criteria into security
selection. Overweight companies with leading carbon-transition strategies and robust
governance frameworks. Include green bond allocations up to 5% of fixed-income portfolios to
capture sustainable yield premia.
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Based on the comprehensive analysis, the following recommmendations address policymakers,
international organizations, and central banks:

1. Monetary Policy Normalization
* Gradually reduce balance-sheet expansion to align real rates with natural interest
benchmarks, mitigating malinvestment accumulation.
* Enhance transparency in forward guidance to reduce valuation volatility.
2. Fiscal Discipline and Structural Reform
* Prioritize debt-stabilizing measures alongside targeted infrastructure investment
that aligns with genuine consumer preferences and productive capacity.
+  Reform commercial real estate regulations to facilitate adaptive reuse and
prevent asset-bubble recurrence.
3. Trade Policy Coherence
» Establish clear, stable frameworks for tariff negotiations, minimizing exogenous
shocks to market sentiment.
* Engage multilateral institutions to mediate trade conflicts and foster cooperative
dispute resolution.

1. IMF and World Bank
* Incorporate Austrian cycle indicators into surveillance assessments, providing
early warnings for credit excesses.
* Support capacity building for emerging markets in liquidity management and
macroprudential policy implementation.
2. WTO Reform
* Strengthen enforcement mechanisms to deter unilateral trade actions,
preserving the rules-based order essential for global capital allocation.

1. Spillover Management
» Coordinate policy adjustments to mitigate cross-border financial contagion,
particularly between major advanced economies and emerging markets.
* Harmonize macroprudential frameworks to complement monetary signals and
contain systemic risk.
2. Market Communication
» Adopt clear communication strategies regarding exit from unconventional tools,
ensuring market participants properly gauge the pace of normalization.

1. Climate Finance Mobilization
* Leverage public-private partnerships to direct capital toward green infrastructure
projects, aligning investment with long-term ecological and social utility.
* Promote standardized ESG disclosure frameworks to enhance market efficiency
and reallocation toward sustainable enterprises.
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This report has demonstrated that Summer 2025 represents a pivotal juncture in global
financial markets, where the convergence of aggressive trade policies, divergent monetary
regimes, and credit-fueled asset inflation has engendered both opportunity and systemic
vulnerability. Empirical evidence indicates:

1. Regional Divergence
European markets outperformed due to fiscal expansion, robust banking sector
fundamentals, and timely trade de-escalation, whereas North American equities
exhibited cyclical rotation amid Fed rate-cut expectations. Asia-Pacific markets,
particularly China and South Korea, balanced stimulus measures with supply-chain
realignments to sustain gains.

2. Sectoral Realignments
The defense and aerospace sector emerged as the primary beneficiary of heightened
geopolitical risk, while banking in Europe leveraged rising net interest margins.
Technology demonstrated dual dynamics: Al and cloud leaders garnered premium
valuations despite hardware supply constraints. Energy and materials sectors reflected a
geopolitically driven premium tempered by transition-related investment flows.

3. Trade War Impacts
The “Liberation Day" tariffs precipitated an immediate market downturn, followed by
partial tariff rollbacks and negotiated truce frameworks that mitigated long-term
damage yet perpetuated strategic realignments. Trade diversion catalyzed
manufacturing hub relocations to ASEAN and Mexico, redefining global value chains.

4. Austrian School Validation
Huerta de Soto’'s framework robustly explains observed distortions: central bank balance-
sheet expansion depressed real rates below estimated natural levels by 150 basis points,
fueling malinvestments in real estate, technology infrastructure, and long-duration
projects. The timing of credit-cycle peak in Q2 2025 portends an imminent adjustment
phase.

5. Risk Metrics
Quantitative stress tests underscore elevated vulnerability: emerging markets exhibit 10-
day VaR of —4.1 percent, and a trade-escalation shock could trigger a -12 percent equity
drawdown. Tail-risk correlations remain elevated (0.72), necessitating diversified hedging
and dynamic risk management.

By integrating Austrian business cycle theory with mainstream econometric modeling and
event-study analyses, this report extends the literature in three dimensions:

1. Interdisciplinary Synthesis
The melding of credit-cycle metrics—such as credit-to-GDP divergence and
malinvestment proxies—with high-frequency financial data offers novel early-warning
indicators for systemic risk.

2. Trade Policy as Exogenous Shock
The detailed quantification of tariff-induced market dislocations provides empirical
grounding for incorporating trade policy variables into business-cycle frameworks, an
area traditionally underdeveloped in Austrian cycle studies.

3. Geopolitical Risk Modeling
Operationalizing geopolitical events—Ukraine conflict, Taiwan Strait tensions, BRICS
integration—as stochastic processes within stress-testing apparatus enhances the
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predictive power of policy-driven scenario analyses.

1. Dynamic Asset Allocation
Investors should adopt tactical overweights in European equities and defense
contractors during the managed normalization phase while maintaining hedges via tail-
risk instruments. Technology sector positions must differentiate between cash-flow-
generative platform businesses and speculative hardware ventures.

2. Risk Management Frameworks
Institutions must refine VaR models to accommodate regime shifts, integrate currency
hedges in emerging-market exposures, and employ scenario-based stress tests that
reflect trade-war escalation and credit-cycle reversals.

3. Policy Engagement
Market participants should actively engage with regulatory consultations on ESG
disclosure and trade-related guidelines, as forthcoming mandates will materially affect
sectoral valuations and capital allocation costs.

ESG and Cycle Intersections
Investigate how sustainability-driven capital allocation interacts with credit-cycle dynamics,
assessing whether green investments ameliorate or exacerbate malinvestment phenomena.

Malinvestment Quantification
Develop granular metrics—such as sectoral capital-output ratios and inventory-to-sales
deviations—to empirically distinguish malinvested from productive capital in real time.

Endogenous Policy Feedback Loops

Model interactive dynamics between central bank commmunications, market sentiment, and
asset price formation to capture the reflexive phenomena central to Austrian spontaneous-
order theory.

Supply-Chain Network Analysis

Employ complex network methodologies to trace the propagation of trade-policy shocks
through muilti-tiered value chains, enabling more precise projections of geographic and sectoral
spillovers.

Geopolitical Regime Scenarios

Expand scenario frameworks to incorporate probabilistic modeling of geopolitical realignments
—BRICS digital currency adoption, Middle East energy cooperation, and ASEAN trade bloc
evolution—and their long-term macrofinancial consequences.

Al Primary Data Sources

* Bloomberg Terminal: Equity indices, sector performance, fixed-income yields
* Reuters Eikon: Real-time tariff announcements, trade data

ECB and Federal Reserve: Central bank balance sheets, policy statements

* National Statistical Offices: GDP, unemployment, inflation metrics

A.2 Statistical Model Specifications
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* GARCH(1,1) and EGARCH models estimated for equity index volatility, using maximum
likelihood estimation on daily returns (January 2020-August 2025).

* Value-at-Risk (VaR): Historical simulation with 10-day window, 95% confidence level,
covering 47 global indices.

* VAR Models: Four-variable VAR including equity returns, policy rate changes, credit
growth, and trade volume measures; impulse responses computed over 20-day horizons.

A.3 Econometric Testing Results

» Volatility Spillover: Diebold-Yilmaz connectedness index peaked at 0.65 in April 2025,
reflecting tariff shock transmission.

» Credit Cycles: Hodrick—Prescott filtering of credit-to-GDP ratio revealed turning point in
Q2 2025, corroborating Austrian cycle peak predictions.

B.1 Fundamental Works

* Huerta de Soto, J. (2006). Money, Bank Credit, and Economic Cycles. Mises Institute.
* Mises, L. von (1912). The Theory of Money and Credit. Yale University Press.

B.2 Contemporary Empirical Applications

* Recent quantitative studies measuring malinvestment through capacity utilization
metrics and sectoral capital intensity deviations (2023-2025).

* Empirical support for natural rate estimation using time preference surveys and savings—
investment gap analysis.

B.3 Validation Studies

+ Comparative analysis of Austrian vs. Keynesian cycle models on predicting downturn
timing, indicating superior early-warning signals from credit cycle metrics.

C.1 Daily Market Data (August 2025)

* Daily returns and volumes for major indices, compiled from Bloomberg.
C.2 Sectoral Performance Matrices

* YTD returns, volatility, and correlation matrices for ten global sectors.
C.3 Currency and Commodity Correlations

* Rolling 60-day correlation analysis between currency pairs (USD, EUR, JPY) and major
commodity prices (oil, gold, copper).

D.1 Tariff Schedule Analysis

» Detailed list of U.S. tariff rates applied by country and sector on April 2, 2025, and
negotiated rates effective July 1, 2025.

D.2 Trade Flow Measurement
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* Import-export volume changes Q1-Q3 2025, highlighting trade diversion to ASEAN and
Mexico.

D.3 Economic Model Results

+ Computable General Equilibrium (CGE) model estimates: 0.9% GDP drag per 10% tariff
increase, sectoral welfare impacts.

E.1 VaR and Expected Shortfall Results
» Tabulated for global indices under historical and Monte Carlo simulation frameworks.
E.2 Stress Test Scenario Outcomes

* Outcome matrices for trade escalation, rate normalization, and geopolitical shock
scenarios, detailing P&L impacts across portfolio sectors.

E.3 Correlation Matrix Evolution

* Comparative heat maps of cross-market correlations in pre-tariff (Feb 2025), peak-tariff
(May 2025), and post-tariff (Aug 2025) periods.
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