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+- With assets expensive but the world in turmoil

And money cheap and getting cheaper
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Investor returns in 2025 were fantastic

Happy returns almost all round
2025 returns, %, local currency
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Thanks in part to a resilient economy
Consensus GDP forecasts, % yoy
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Source: Bloomberg, Satori Insights.

Consensus says thanks to tech spending and tariff resilience
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There are three problems with this narrative (1)

Much was due to $ debasement The real outperformer was gold
2025 returns in 0 vs $ Performance since 2016, %
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Source: Bloomberg, Satori Insights. Ray Dalio makes similar points here. Source: Macrobond, S&P Global, Macrobond, Satori Insights.

High absolute returns owe more to N
4 debasement than to growth sator


https://www.linkedin.com/pulse/2025-ray-dalio-kaf8e/?trackingId=U0mFP4kYTO%2Bk8791kjxuTg%3D%3D

There are three problems with this narrative (2)

Fundamentals outweighed by valuation chg Great fundamentals, lousy return
Aggregate net bitcoin ETF flow (weekly, $m) vs price chg

2025 equity return decomposition
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Source: Bloomberg, SatoriInsights.

Relative returns owe more to money flow
i than to fundamentals
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There are three problems with this narrative (3)

Remarkable certainty about growth
US Uncertainty vs Survey of Professional Forecasters
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Source: Economic Policy Uncertainty, Philly Fed, Satori Insights.

Remarkable certainty around earnings
Range of analyst earnings estimates vs 5y history, stdev*
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Source: Bloomberg, Satori Insights.
*Uses Bloomberg BEST_EPS_STD_DEV normalized by BEST_EPS.

It creates a misleading impression of robustness
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Profits at highs Corp leverage at lows* No surge in defaults
US vs RoW earnings, 2016=100 US nonfin corp gross debt/profits Bloomberg US bankruptcy index vs spreads
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*Flattered by tech profits but holds more broadly. PE-owned corp
Source: Bloomberg, Macrobond, Satori Insights. leverage a notable but minor exception. Source: Bloomberg, Satori Insights.

But extraordinary  profits reflect
circular and nonlinear underlying dynamics
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When wealth is almost the sole driver...

US consumer confidence vs household net worth
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Source: Conference Board, Bloomberg, Macrobond, Satori Insights.

You need to be sure it keeps going up
Equity capitalization, % GDP
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Source: JPX, MSCI, S&P, World Bank, Federal Reserve, Macrobond, Satori Insights.

The outlook Is unusually sensitive to asset prices
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The main risk in this environment is regime change (1)

Regime change makes assets surge... ...or plunge
Venezuela bond and Greenland bank equity prices @rsted stock price and consensus earnings, DKK
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Source: Bloomberg, Satori Insights. Source: Bloomberg, Satori Insights.
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The main risk in this environment is regime change (2)

Ther eds a megaams noutpe8orm small
2025 US stock price chg decomposition, grouped by mkt cap size
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Source: Bloomberg, Satori Insights. Uses trailing 12m earnings growth.
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It looks a lot like regulatory capture*
Largecap vs smallcap stock indices, 2016=100
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Source: Macrobond, Bloomberg, Satori Insights.

The enshittification explanation, 19 Dec.

But legal, political and technological risk is everywhere
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https://satoriinsights.com/notes/the-enshittification-explanation/

The one place regime change risk is missing is in asset price levels

Large cap equities expensive
Forward P/E ratios vs 20y history
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Credit expensive
Credit spread percentiles vs 20y history, bp
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Only [some] govies cheap
Credit spread percentiles vs 20y history, bp
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Source: Bloomberg, Satori Insights.

Consensus around forecasts and valuations
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What was really extraordinary in 2025 was the fund flows
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Nearly $1.5tn in fund inflows
Mutual fund+ETF inflows, rolling 12m, $tn

With equities abnormally strong
Equity mutual fund+ETF inflows vs returns, rolling 12m

1.50 10.0 N
12m inflow -
1.25 o 7.5 % AUM
Equities : (% ) i
=\ =N
1.00 5.0 7
0.75
2.5 i
0.50 - -
0.0 =
0.25 - |
|4 -2.5- i
0.00 12m trailing
-0.25 -5.0 - return (%) I
Bonds —> i
-0.50 - -7.51 -
85 90 9 00 O5 10 15 20 25 98 00 02 04 06 08 10 12 14 16 18 20 22 24 26
Source: ICI, Satori Insights. Source: ICI, S&P Global, Macrobond, Satori Insights.

Risk assets enjoyed their largest inflows ever
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Unusually, this was not thanks to a surge in credit creation

Fed and other CBs drained liquidity Credit growth disappointed also
Global CB reserves ($tn) vs credit, rolling 12m chg Global credit creation, private + fiscal, rolling 4gq, % GDP
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Source: national central banks, Bloomberg, Macrobond, Satori Insights. Source: BIS, MSCI, Satori Insights.

Thirst for risk outstripped both money and credit growth
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The same conclusion applies however you cut the numbers
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Money growth positive but not surging
Monetary aggregates 12m chg %
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Source: national central banks, Macrobond, Satori Insights.

An unprecedented gamble on markets

Fund inflows vs private nonfin credit, rolling 12m, $tn
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There are nevertheless three important sources of credit growth

>4$500bn in loans to NBFIs c.$2tn in US fiscal
US annual loan growth, $tn US credit sources, rolling 12m, $tn
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Source: Federal Reserve, Satori Insights. 2025 skewed by

reclassification of some loans as "other financial". Source: Federal Reserve, Satori Insights.
See When froth turns to fear, 21 Nov.

What 0s unusual | S
how they seem directly to be fuelling risk satori
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>$1tn in repo growth
US repo outstanding by venue, $tn
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Source: OFR, Satori Insights.
*Excludes non-centrally cleared bilateral repo. See Sizing the
US repo market OFR, 4 Dec.
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https://www.financialresearch.gov/the-ofr-blog/2025/12/04/sizing-us-repo-market/
https://www.financialresearch.gov/the-ofr-blog/2025/12/04/sizing-us-repo-market/
https://satoriinsights.com/notes/when-froth-turns-to-fear/

So what may feel like a Ponzi scheme isactually quite sustainable

Dissaving exceptionally
Chg in household savings rate since 2019, %
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Source: BEA, Fed, StatCan, INSEE, CAO, Istat, DESTATIS, ONS, ABS, DG ECFIN, OECD, Satori
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With this wealth, why not spend?

US savings rates vs household net worth
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Source: Federal Reserve, BEA, Satori Insights.

Provided asset prices keep going up
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In many respects this is bullish for risk assets

CBs will continue to ignore asset price
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