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What is your central scenario for 20267

Our outlook is more positive than the consensus among economists regarding Eurozone

growth for 2026, which is expected to remain stable at just over 1%, Indeed, while there
Anthony Bailly may be questions about the speed of its implementation, the scale of the German

Head of European Equity investment plan should allow for a turnaround in European growth next year. This plan,
combined with increased defense spending, could initiate a virtuous circle in Europe: the
rise in investments (via order books) should increase the utilization of production
capacities, which, in a context of low unemployment and growing adoption of artificial
intelligence, could result in improved productivity. This growth could then restore
confidence among households, who have so far continued to save massively. The
consumption of part of these savings would help support growth, thus completing this
virtuous circle.

In this context, the performance of European markets could, for a second consecutive year
(in euro), surpass that of U.S. markets. While EPS growth in Europe will ultimately be flat
in 2025, analysts expect 12% growth for 2026, driven in particular by the rollout of the
German infrastructure plan, a less unfavorable currency effect, more moderate energy

"4 scenario, which we find

costs, and more favorable comparison bases. This “Bottom Up
credible, is not reflected in the valuation of European markets, which at 14.5x P/ES is
indeed above its historical average but remains the lowest among major geographic

regions'®.
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What could be the tailwinds?

Beyond the inflection in growth and still attractive valuations, several factors could
support the performance of European equity markets. First, inflation has returned to
target, allowing households to benefit from real income gains. Next, the rate-cutting cycle
initiated by the ECB supports credit to businesses and households.

Other factors could also support European markets: the end of the conflict in Ukraine,
even if this remains only a possibility at this stage, which would lower energy prices and
benefit sectors exposed to the country’s reconstruction. And, of course, a fiscal stimulus in
China to support domestic demand weighed down by the real estate crisis. To achieve the
5% growth target, it seems increasingly likely that China will have to launch a stimulus
plan once a “deal” is reached with the United States on tariffs. This plan has been awaited
for a long time, but Europe would be the main indirect beneficiary. Finally, the continued
return of flows to the Old Continent, already initiated this year, could support valuations.

What are your main points of attention?

Beyond the high valuation around Al in the United States, which, if it were to correct, could
weigh on all equity markets, two factors could slow the turnaround in European growth.
First, the strength of the euro: if uncertainty around the U.S. fiscal situation and debt is
only partially reflected in the level of long-term U.S. rates, the adjustment has occurred
through the currency against all others, and particularly against the euro. If this trend were
to persist—a plausible scenario, especially if the U.S. administration intervenes in Fed
appointments and given the interest rate trajectories on both sides of the Atlantic—this
context could continue to weigh on European exporting companies.

Finally, the introduction of tariffs in the United States could lead China to favor Europe as
an outlet for its products, as evidenced by the increase in Chinese exports to the Old
Continent. However, there is a growing political awareness in Europe, as shown by recent
decisions such as the introduction of tariffs similar to those imposed by the United States
on Chinese steel production surpluses dumped in Europe, or the decision to postpone
beyond 2035 the end of combustion engine vehicles in response to Chinese automakers’
market share gains in the electric vehicle segment.

Check this document on our website
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https://am.eu.rothschildandco.com/en/news/outlook-2026-european-equities/
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: Source: Consensus, November 2025
: Earnings per share.
: Source: Bloomberg, 28/11/2025

: Price Earnings ratio: price-to-earnings ratio
: Source: Bloomberg, 28/11/2025

: Approach based on fundamental company analysis.
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Disclaimer

Advertising Communication. The information, comments, and analyses contained in this document are provided for informational purposes only and
should not be considered as investment advice, tax advice, a recommendation, or investment counsel by Rothschild & Co Asset Management. The
information/opinions/data mentioned in this document, deemed legitimate and accurate on the date of publication in accordance with the prevailing
economic and financial environment at that time, are subject to change at any time. While this document has been prepared with the utmost care using
sources considered reliable by Rothschild & Co Asset Management, no guarantee is provided as to the accuracy or completeness of the information and
evaluations it contains. These are indicative in nature and may be modified without notice. Rothschild & Co Asset Management has not independently
verified the information contained in this document and therefore cannot be held responsible for any errors or omissions, nor for the interpretation of
the information contained herein. All data has been established based on accounting or market information. Not all accounting data has been audited
by a statutory auditor. Please note that past performance is not a reliable indicator of future performance and is not consistent over time. Additionally,
given the subjective nature of certain analyses, it should be emphasized that any information, projections, estimates, anticipations, assumptions,
and/or opinions mentioned are not necessarily implemented by the portfolio management teams of Rothschild & Co Asset Management or its affiliates,
who act based on their own convictions. Certain forward-looking statements are prepared based on specific assumptions, which may partially or
entirely differ from actual outcomes. Any hypothetical estimate is inherently speculative, and it is possible that some or all of the assumptions
underlying these hypothetical illustrations may not materialize or may significantly diverge from current determinations. This analysis is only valid at
the time of drafting this report. Published by Rothschild & Co Asset Management, a portfolio management company with capital of €1,818,181.89,
located at 29 Avenue de Messine - 75008 Paris, AMF license No. GP 17000014, Paris Trade and Companies Register No. 824 540 173.

Any partial or total reproduction of this document is prohibited without the prior authorization of Rothschild & Co Asset Management and is subject to
legal action.
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About the Asset Management’s division of

Rothschild & Co

As the specialised asset management division of the Rothschild & Co group, we offer
personalised asset management services to a broad client base of institutional investors,
financial intermediaries and distributors. Our development is focused on a range of open-
ended funds leveraging our long-term expertise in active management with conviction as
well as in delegated management. Based in Paris and established in 9 European countries,
we manage more than 47billion euros and employ nearly 200 people(l).
More information at: www.am.eu.rothschildandco.com

(1) Source: Rothschild & Co Asset Management, 31/12/2025.

France

29, Avenue de Messine
75008 Paris
+33140744074

Switzerland

Rothschild & Co Bank AG
Rue de la Corraterie 6
1204 Genéve

+4122 81859 00

Germany - Austria

BorsenstralRe 2 - 4
Frankfurt am Main 60313
+49 69 299 8840

Visit our internet site
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Belgium - Netherlands -
Luxembourg
Rue de la Régence 52

1000 Bruxelles
+32262777 30

Italy

Passaggio Centrale 3
20 123 Milano
+3902 7244 31

Spain

Paseo de la Castellana 40 bis
28046 Madrid
+3902 7244 31

Follow us on LinkedIn
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