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Market Review

It was a highly anticipated last month of 2025 as investors focused on a slew of economic data releases as well as take
cues from the latest Federal Reserve (Fed) meeting on 2026’s rate cut path. All seemingly met expectations as equity
markets advanced further in December closing out a strong 2025 with most regions and sectors posting double-digit
returns.

At its December meeting, the Federal Open Market Committee (FOMC) decided to lower its benchmark policy rate by
25 basis points (bps) to 3.50%-3.75%. Three officials voted to dissent—two preferred to keep rates unchanged today,
while one voted for a larger 50 bps cut.

The decision marks the third interest rate cut this year, bringing policy rates down by 175 bps from the start of the easing
cycle in September 2024. Chair Jerome Powell emphasized that policy is now “well-positioned” to await greater clarity
in the data and to carefully assess labor market conditions and inflation trends. This signals that an extended pause is
likely before the Fed resumes its easing cycle and delivers a few additional cuts.

The outcome of the December FOMC meeting remained a key source of market debate. In late September, consensus
expectations indicated a likely December cut. However, a strong September employment report, combined with more
hawkish commentary from several FOMC members, saw markets reduce the probability of a cut to just 20%. Ultimately,
dovish communication ahead of the blackout period—without any pushback from Chair Powell—led markets to fully
price in a cut, making the decision widely anticipated.

Interestingly though, there was a bit of mini-quantitative easing that came out of the meeting as the Fed announced
plans to begin purchasing Treasury bills on December 12 to maintain ample reserves, underscoring its ability to leverage
tools beyond rate policy to ensure market stability.

The second half of December featured two influential economic releases for Fed policy: employment and inflation. After
limited visibility due to the U.S. government shutdown, investors are heading into the new year with a clearer picture of
the Fed’s likely path ahead.

Headline payroll weakness was driven by deferred resignations in federal jobs, though offset by gains in private payrolls.
Overall, it reinforces the view that the labor market is cooling but not collapsing. Still, the unemployment rate is at a
four-year high, a development that the Fed is unlikely to dismiss.

The absence of October data, combined with distortions in the November data collection, has made it more challenging
than usual to accurately gauge the true direction of inflation. Nevertheless, headline and core inflation were much softer
than expected, with core inflation near a four-year low. While some tariff-related caution remains warranted, there’s
little evidence of a sharp reacceleration in prices.

Taken together, the latest economic readings are likely to give doves in the Fed the upper hand, though uncertainty
remains with one more inflation and employment report due before the Fed’s next meeting in January 2026.

Across the pond, the European Central Bank (ECB) held policy rates steady, extending its pause for a fourth straight
meeting in the current easing cycle. Economic activity has continued to grow, aided by fiscal spending and increased
business capex. While ECB President Christine Lagarde reiterated that they remainin a very good place with policy, given
this positive backdrop, she also noted that this place is “not static.”
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To conclude, the December period brought healthy returns and closed out a strong 2025 for investors. The S&P 500 was

flat, while the MSCI EM Index was higher by 3.0%. The MSCI Europe Index was up 3.9%, while the MSCI Japan Index was
higher by 0.5%.

Fund Review

The portfolio posted a positive absolute return of 1.8% in the month of December while outperforming its respective
index. From a sector perspective, the IT and consumer staples sectors were places of strength while were partially offset
by weakness in communication services and consumer discretionary. South Korea and Canada were top contributors
from a country perspective while the United States and Japan lagged overall.

Portfolio Outlook and Strategy

The adage “stocks follow earnings” has never been more true than in recent years, particularly during a decade
characterized by American exceptionalism. U.S. stocks have outperformed global counterparts, buoyed by superior free
cash flow, earnings growth, and higher valuation multiples. However, 2025 brought a normalization of this
exceptionalism and leads to the question, is there staying power for international equity leadership? The answer appears
to be yes, as international fiscal policy initiatives coupled with structural changes are broadening out and increasing
earnings and cash flow growth.

U.S. earnings growth and valuation multiples reached extraordinary levels, largely led by mega-cap companies, and
concentration risk in the U.S. has never been more prevalent. As we head into 2026, there is a resounding case for
diversification, not diworsification, to international equities and a more normal allocation to the U.S.

A decade of strong earnings growth has led the United States to be at its largest weighting in the MSCI World Index in
over 30 years at >70%. Notably, 5 stocks make up a quarter of the index highlighting the efficiency of the US market
and reduced opportunity for differentiated alpha. It is no longer just an innovation and earnings growth story in the U.S.
as “America First” policies have prompted other nations to focus on internal development in pursuit of economic growth.

This shift is fostering a more conducive environment for local businesses. A prime example is Germany’s renewed
commitment to invest in physical and digital infrastructure to stimulate short-term economic growth and enhance
Berlin’s long-term competitiveness. Let’s not forget defense spending which isn’t in isolation to Germany as global
counterparts, led by NATO countries, are ratcheting up this initiative to be at least 2% of GDP.

Structural change opportunities like these are driving earnings growth higher internationally and have hit an inflection
point to keep pace with the U.S. Broadening earnings growth of double-digits lays the foundation for international equity
leadership to stay.

Furthermore, the earnings growth of ACWI ex. US is similar to ex. Mag 7. So what? International stocks are a better
diversifier than the S&P 493 for those looking to reduce Mag 7. Why? Similar growth rate but 30% lower multiple.

Risk Considerations

Investing involves risk, including possible loss of principal. Past Performance does not guarantee future return. All financial investments involve an element of risk.
Therefore, the value of the investment and the income from it will vary and the initial investment amount cannot be guaranteed.

Important Information

This material covers general information only and does not take account of any investor’s investment objectives or financial situation and should not be construed as
specific investment advice, a recommendation, or be relied on in any way as a guarantee, promise, forecast or prediction of future events regarding an investment or the
markets in general. The opinions and predictions expressed are subject to change without prior notice. The information presented has been derived from sources believed
to be accurate; however, we do not independently verify or guarantee its accuracy or validity. Any reference to a specific investment or security does not constitute a
recommendation to buy, sell, or hold such investment or security, nor an indication that the investment manager or its affiliates has recommended a specific security for
any client account. Subject to any contrary provisions of applicable law, the investment manager and its affiliates, and their officers, directors, employees, agents, disclaim
any express or implied warranty of reliability or accuracy and any responsibility arising in any way (including by reason of negligence) for errors or omissions in the
information or data provided.
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This material may contain ‘forward-looking’ information that is not purely historical in nature and may include, among other things, projections and forecasts. There is no
guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.

The interest rate used is a general economic indicator that will have an impact on the management of the Fund regardless whether it is a Shariah-compliant Fund or
otherwise. It does not in any way suggest that the Fund will invest in conventional financial instruments. All the investments carried out for the Fund are in accordance
with Shariah requirements.

Proprietary model output is based upon certain assumptions that may change, are not guaranteed and should not be relied upon as a significant basis for an investment
decision. Forecasts for each asset class can be conditional on economic scenarios; in the event a scenario comes to pass, actual returns could be significantly higher or lower
than forecasted. Because of the inherent limitations of all models, potential investors should not rely exclusively on the model when making an investment decision.
Forecasts of financial market trends that are based on current market conditions constitute our judgment and are subject to change without notice

Indices are unmanaged and do not consider fees, expenses and transaction costs are not available for direct investment. The information provided here is neither tax nor
legal advice. Investors should speak to their tax professional for specific information regarding their tax situation.

This material is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or
regulation.

This document is intent for use in:
» The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission.

» Germany, Austria and the Netherlands by Principal Global Investors (EU) Limited, Sobo Works, Windmill Lane, Dublin D02 K156, Ireland. Principal Global Investors (EU)
Limited is regulated by the Central Bank of Ireland. For all other European countries, this document is issued by Principal Global Investors (Europe) Limited, Level 1, 1
Wood Street, London, EC2V 7 JB, registered in England, No. 03819986, which is authorized and regulated by the Financial Conduct Authority(“FCA”). In Europe, this
document is directed exclusively at Professional Clients and Eligible Counterparties and should not be relied upon by Retail Clients (all as defined by the MiFID). The
contents of the document have been approved by the relevant entity. Clients that do not directly contract with Principal Global Investors (Europe) Limited (“PGIE”) or
Principal Global Investors (EU) Limited (“PGl EU”) will not benefit from the protections offered by the rules and regulations of the Financial Conduct Authority or the
Central Bank of Ireland, including those enacted under MiFID II. Further, where clients do contract with PGIE or PGI EU, PGIE or PGl EU may delegate management authority
to affiliates that are not authorized and regulated within Europe and in any such case, the client may not benefit from all protections offered by the rules and regulations
of the Financial Conduct Authority ,or the Central Bank. of Ireland.

« In Dubai by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and authorized by the Dubai Financial Services Authority as a
representative office and is delivered on an individual basis to the recipient and should not be passed on or otherwise distributed by the recipient to any other person or
organization. This document is intended for sophisticated institutional and professional investors only.

« Singapore by Principal Global Investors (Singapore) Limited (ACRAReg.N0.199603735H), which is regulated by the Monetary Authority of Singapore and is directed
exclusively at institutional investors as defined by the Securities and Futures Act (Chapter 289). This advertisement or publication has not been reviewed by the Monetary
Authority of Singapore.

« Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the Australian Securities and Investments
Commission. This document is intended for sophisticated institutional investors only.

» Switzerland by Principal Global Investors (Switzerland) GmbH.

» Hong Kong SAR (China) by Principal Global Investors (Hong Kong) Limited, which is regulated by the Securities and Futures Commission and is directed exclusively at
professional investors as defined by the Securities and Futures Ordinance.

» Other APAC Countries, this materialis issued for institutionalinvestors only(or professional/sophisticated/qualified investors, as such term may apply in local jurisdictions)
and is delivered on an individual basis to the recipient and should not be passed on, used by any person or entity in any jurisdiction or country where such distribution or
use would be contrary to local law or regulation.

« India by Principal Asset Management Private Limited (PAMC). PAMC offers only the units of the schemes of Principal Mutual Fund, a mutual fund registered with SEBI.
© 2025 Principal Financial Services, Inc. Principal, Principal and symbol design and Principal Financial Group are registered trademarks and service marks of Principal

Financial Services, Inc., a Principal Financial Group company. Principal Global Investors leads global asset management at Principal®. Principal Global Asset Allocation is a
specialized investment management group within Principal Global Investors.

Disclosures

The information in this document has been derived from sources believed to be accurate. It contains general information only on investment matters and should not be
considered as a comprehensive statement on any matter and should not be relied upon as such. The information it contains does not take account of any investor's
investment objectives, particular needs or financial situation. You should consider whether an investment fits your investment objectives, particular needs and financial
situation before making any investment decision.

The data presented is for information purposes only and is not a recommendation to buy or sell any securities or adopt any investment strategy. This materialis not intended
to be relied upon as a forecast, research, or investment advice regarding a particular investment or the markets in general, nor is it intended to predict or depict performance
of any investment.

All expressions of opinion and estimates in this report are subject to change without notice. This report is not intended to be, nor should it be relied upon in any way as a
forecast or guarantee of future events or investment advice regarding a particular investment or the markets in general.

Persons wishing to rely upon this information should consult directly with the source of information or obtain professional advice.

All figures shown in this document are in U.S. dollars unless otherwise noted. This advertisement had not been reviewed by the Securities Commission Malaysia.
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