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Our perspective and insight

Markets in November: Global equity and bond markets were largely unchanged in November, with the MSCI
All Country World Equity Index and Bloomberg Global Aggregate Bond Index returning 0.1% and 0.0%
respectively. Volatility persisted beneath the surface as investors weighed shifting central bank rhetoric and
evolving sentiment around artificial intelligence (Al). Developed markets edged higher, while emerging
markets declined. In Australia, the ASX 200 fell 2.7%, pressured by weak financials, Al valuation concerns, and
a hawkish RBA. Bond yields diverged globally, with Australian 10-year yields rising sharply. Commodities were
mixed: oil prices dropped on increased OPEC+ output, while gold edged higher.

Al Sentiment Evolves: Investor enthusiasm for Al is maturing. The focus has shifted from broad optimism to a
more critical assessment of spending plans, financing, and the sustainability of returns. While robust Q3
earnings have justified ongoing investment, market reactions are now more muted, with positive surprises no
longer guaranteeing price gains. The term “irrational exuberance” has resurfaced, as the IMF and Bank of
England warn of correction risks amid elevated tech valuations. Unlike the dot-com era, today’s rally is
underpinned by strong earnings from leading tech firms, keeping valuations more contained. Ultimately, the
rationality of current exuberance will depend on whether Al investments deliver real productivity gains.

Outlook: Australia’s economy remains resilient, with steady growth, robust employment, and persistent
inflation shaping RBA policy. Wage growth is firm, unemployment is low, and consumer sentiment has
rebounded. However, inflation remains a challenge, and the RBA has signalled a willingness to keep policy
restrictive for longer. Equity markets face headwinds from weak financials, Al valuation concerns, and shifting
rate expectations. The ASX 200 declined, and bond yields rose as markets priced out near-term rate cuts.
Looking ahead, sector dispersion is likely to persist, and the interplay between resilient data and vigilant policy
will be key for local markets.

Our Portfolios: the balanced, growth and high growth portfolios all outperformed their neutral benchmarks
and industry peers during the month. In a month where equity markets did very little, our alternatives
exposures, currency hedging and gold holding, plus manager outperformance served us well. On a 12-month
basis both the Growth and High Growth portfolios remain ahead of their benchmarks.

How to Position: In the current environment, active management and selectivity are essential. Bond yields and
fixed income returns are diverging globally, making it critical to focus on higher quality holdings and strategies
that can benefit from shifting interest rates and inflation. Gains for Australian equities will be harder to achieve,
with no support from rate cuts and large caps appearing expensive; sector positioning is key. Global property
now looks more attractive than ASX-listed property due to rate divergence, and emerging markets, including
China, continue to offer alternative sources of earnings growth. The Australian dollar may trend higher,
supported by capital flows, potential China stimulus, and higher commodity prices, so maintaining prudent
currency hedging remains important.
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Markets in November

November saw global equity and bond markets
largely unchanged, with the MSCI All Country
World Equity Index and Bloomberg Global
Aggregate Bond Index returning 0.1% and 0.0%
respectively (in local currency terms). However,
beneath the surface, volatility persisted as investors
digested shifting central bank rhetoric and evolving
sentiment around artificial intelligence (Al).

Chart 1: November Asset Class Performance
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The month was marked by a transition in Al-related
sentiment from optimism to a more critical focus on
capital expenditure, return on investment, and
balance sheet strength. Third-quarter U.S. earnings
remained resilient, with 13% year-on-year earnings
growth and an 81% beat rate versus consensus,
helping to allay. Nevertheless, market reactions to
earnings releases revealed a growing disconnect
between analyst forecasts and investor
expectations, with positive earnings surprises no
longer guaranteeing upward price moves. This has
raised the bar for corporate performance and
further narrowed market leadership.

Macroeconomic developments also played a key
role. In the U.S., the end of the government
shutdown shifted attention to economic data, with
the delayed October inflation report leaving
investors focused on September’s non-farm
payrolls. While job gains were stronger than
expected a rise in the unemployment rate and
dovish commentary from Federal Reserve officials
prompted markets to price in a high probability of
a December rate cut. U.S. Treasury yields were
lower over the month, the 2-year fell by 10 bps, the
10-year was down 8 bps.
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Chart 2: Selected Equity Markets Relative
Performance (0 = 1 Jan 2025)

Developed equity markets gained slightly, with the
MSCI World Index up 0.3%, while the MSCI
Emerging Markets Index was down 1.6% for
November. In the U.S., the S&P 500 was flat, the
ASX 200 dropped 2.7% in November, as weak
earnings in financials, growing concerns over Al
valuations, a hawkish-leaning RBA, and a repricing
for fewer rate cuts on firmer macro data all
pressured equity markets. Only four sectors rose,
with healthcare (+2.0%) leading and technology
being the worst performing sector (-11.6%). The
10-year yield on Australian government bonds rose
sharply by 22 bps in November to 4.52%, as
markets priced out any near-term cuts.

Qil prices dropped, as OPEC+ increased output.
Gold continued to creep upwards, as falling U.S.
yields and central bank demand continued. The
U.S. dollar DXY Index edged down 0.3%. The Yen
was again the weakest G10 currency.

Key Themes

Al Sentiment Evolves

Investor enthusiasm for artificial intelligence is
entering a more mature phase. Where once there
was broad-based optimism, the focus has now
shifted to a more discerning assessment of
spending plans, financing, and the sustainability of
returns. Robust third-quarter earnings have helped
justify ongoing investment, but market reactions
have become more muted, reflecting a higher bar
for positive surprises and a further narrowing of
market leadership.

The term “irrational exuberance”, famously coined
by Federal Reserve Chairman Alan Greenspan in
1996, has resurfaced in recent commentary. Both
the IMF and the Bank of England have warned of
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the risk of a sharp correction, as the recent Al-
driven rally has pushed technology valuations
sharply higher. Since the launch of ChatGPT in
November 2022, the Nasdaq has delivered an
average annual return of 26%, echoing the
trajectory seen in the years following Greenspan’s
speech and the subsequent dot-com bubble.

Chart 4: Nasdaq 2001 vs 2025
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However, today's environment is distinct from the
late 1990s. The current rally is underpinned by the
substantial earnings power of leading technology
firms, which has kept valuations (price-to-earnings
ratios) relatively contained. For instance, the
Nasdagq's current P/E ratio is around 29, some 26%
lower than its level in November 1999. Unlike the
dot-com era, where companies like Cisco saw share
prices soar without matching earnings growth,
today’s leaders such as Nvidia have delivered
earnings per share that keep pace with their price
rises, helping to justify their extraordinary
performance.

Chart 5: Tech Market Darlings - Cisco in 2000 v
Nvidia in 2025
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Ultimately, whether today’'s exuberance proves
rational will depend on whether the significant
investments in Al infrastructure deliver real
productivity gains. For now, the market’s attention
has shifted to evidence of sustainable returns and
prudent capital allocation.

Qutlook

Australia’s economy continues to show resilience
amid ongoing global uncertainty. Recent data
highlights steady growth, robust employment, and
persistent inflation, factors that are shaping
Reserve Bank of Australia (RBA) policy and
influencing local markets.

Wage growth remains firm, and the unemployment
rate has edged lower, supported by strong job
creation and stable participation. Consumer
sentiment has rebounded sharply, despite
concerns about inflation and the cost of living.
Household spending, especially on essentials, has
held up well, reflecting underlying confidence in
the economic outlook.

Inflation, however, remains a central challenge. The
RBA kept the cash rate at 3.60% in November but
adopted a notably hawkish tone, citing “evidence
of more persistent inflation” and revising
macroeconomic forecasts higher. The central bank
signalled a willingness to keep policy restrictive for
longer, with the possibility of further tightening if
inflation proves stubborn.

Equity markets have faced headwinds from weak
financials earnings, concerns over Al valuations,
and shifting interest rate expectations. The ASX
200 declined in November, with only a few sectors
gaining. Bond yields have risen as markets price
out near-term rate cuts. Looking ahead, the
interplay between resilient data and vigilant policy
will remain key for local markets, with sector
dispersion likely to persist.



The Linara Lens

How to Position
Defensive

Bond yields and fixed income returns are diverging
globally, reflecting different paths for interest rates
and inflation across regions. Active management
will be critical to capture opportunities and manage
risks as central banks move at varying speeds in
different direction, in very different inflation

environments.

Corporate bond spreads remain resilient in
investment grade but are more vulnerable in high
yield as the cycle matures further and growth
gradually slows. We prefer strategies focused on
higher quality holdings, while in alternatives in this
space we advocate for strategies that can take
advantage of a flight to quality and benefit from
defaults.

Growth

Gains for Australian equities are likely to be harder
won from here, with no “free kick” from rate cuts
on the horizon. Large cap equities and in particular
the banks still look expensive, in our view. Sector
positioning will be crucial, as the RBA's hawkish
stance and persistent inflation mean rate-sensitive
areas, such as property and consumer
discretionary, may remain under pressure. Active
management and selectivity across sectors will be

key to navigating this environment.

The outlook for global equity market gains, led by
the US are more muted heading into 2026.
Investors are increasingly focused on the return
from substantial Al capital investment, raising the
bar for future earnings growth. Market leadership

remains narrow, and further upside will require
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clear evidence of productivity gains and
sustainable profitability.

Global property now appears more attractive than
ASX-listed property, largely due to rate divergence

and more favourable valuation dynamics abroad.

Emerging markets, including China and beyond,
continue to offer an alternative source of earnings
growth.

The Australian dollar may trend higher, so we have
retained our currency hedging where possible. The
higher AUD may be supported by capital flows,
potential China stimulus, and higher commodity

prices.
Luke Hansen, James Wright, and James Marchetti

Linara Investment Team
9 December 2025

This document has been prepared without consideration of any client's investment objectives, financial situation or
needs. Before acting on any advice in this document, Linara Wealth Pty Limited AFS Licence No: 525093 (Linara Wealth)
recommends that you obtain professional advice based on your personal circumstances. Whilst this document is based
on the information from sources which are considered reliable, Linara Wealth, its directors and employees do not
represent, warrant, or guarantee, expressly or impliedly, that the information is complete or accurate as at the date of

publication.
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Important Notice

This document has been prepared without consideration of any persons’
investment objectives, financial situation, or needs. The document is for
wholesale investors only and is general advice only. Before acting on any
advice or information contained in this document, Linara Wealth Pty Ltd
| AFS Licence No: 525093 (Linara Wealth) recommends that you obtain
professional advice based on your personal circumstances. Whilst this
document is based on the information from sources which are considered
reliable, Linara Wealth, its directors, and employees, do not represent,
warrant, or guarantee, expressly or impliedly, that the information is
complete or accurate as at the date of publication. This document is not
authorised for publication outside of Australia.

This document has been prepared by Linara Wealth in good faith, but no
independent verification has been made, nor is its accuracy or
completeness guaranteed. Before making an investment decision, you
need to consider whether this information is appropriate to your
objectives, financial situation, or needs. Past performance is not a reliable
indicator of future performance.

Linara recommends that you consider the relevant Product Disclosure
Statement or other disclosure document, where relevant, before making
investment decisions in relation to any particular product mentioned in
this report.

Linara’s advisers may provide oral or written market commentary or
trading strategies to clients that reflect opinions that are contrary to the
opinions expressed in this report, and they may make investment
recommendations that are inconsistent with the recommendations or
views expressed in this report.

Ownership and Conflicts of Interest

Members of Linara’s Capital Solutions Group (CSG) may from time to
time hold financial products that are the subject of a Linara research
report or other material.

The Linara Conflicts of Interest Policy sets out how Linara manages these
conflicts. Where a holding is deemed to be material this will be disclosed
in the client facing report.

The Linara Group and associates, may have provided, provides, or seeks
to provide advisory, capital markets and / or other services, to the issuers
and their associates mentioned in this report.

The Linara Group Conflicts of Interest Policy outlines how these conflicts
are identified and managed.

Our Process

Further information about the methodology applied by Linara in
preparing research reports is available on the Linara website.
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This report is not an offer to sell or the solicitation of an offer to buy any
security in any jurisdiction where such an offer or solicitation would be
illegal. The information contained in this report is subject to change
without notice. The price and value of the investments referred to in this
report and the income from them may fluctuate.

General Disclosures

So far as laws and regulatory requirements permit, Linara, its related
companies, associated entities and any officer, employee, agent, adviser
or contractor thereof (Linara Group) does not warrant or represent that
the information, recommendations, opinions or conclusions contained in
this report (Information) is accurate, reliable, complete or current and it
should not be relied on as such. The Information is indicative and
prepared for information purposes only and does not purport to contain
all matters relevant to any particular investment or financial instrument.
Subject to any terms implied by law and which cannot be excluded, the
Linara Group shall not be liable for any errors, omissions, defects, or
misrepresentations in this report (including by reasons of negligence,
negligent misstatement or otherwise) or for any loss or damage (whether
direct or indirect) suffered by persons who use or rely on the Information.
If any law prohibits the exclusion of such liability, the Linara Group limits
its liability to the re-supply of the Information, provided that such
limitation is permitted by law and is fair and reasonable.

Research Disclaimer

The Information accurately reflects the personal views of the author(s)
about the securities, issuers and other subject matters discussed, and is
based upon sources reasonably believed to be reliable and accurate. The
views of the author(s) do not necessarily reflect the views of Linara. No
part of the compensation of the author(s) was, is, or will be, directly or
indirectly, related to any specific recommendations or views expressed in
this report.

Other

This report has been prepared for distribution only to clients of Linara
(and potentially to clients of other financial advisers). It may not be
reproduced or distributed without the consent of Linara. Please refer to
the full details of the important disclosures, available in the Disclosures
section of the Linara Group website
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