
For educational and marketing purposes

While some may worry investor reticence signals deeper trouble, CIO sees multiple catalysts ahead that should help reignite equity market momentum
into early 2026. (UBS)

Multiple catalysts ahead should
help reignite equity market
momentum
22 December 2025, 15:20 UTC, written by UBS Editorial Team

While the oft-recurring December rally hasn’t presented itself so far, CIO believes early 2026 will offer up its
own set of market drivers that may boost investors and underpin our constructive view on global equities.

A quiet December stands out against historical patterns. Since 1929, December has been the second-best month for
the S&P 500, averaging a 1.3% gain that is second only to July. Historically, much of this December advance has been
backloaded to the second half of the month, which is why the "Santa rally" moniker persists.

While some may worry investor reticence signals deeper trouble, we see multiple catalysts ahead that should help
reignite equity market momentum into early 2026:

Earnings growth should keep firing into next year. Corporate earnings have continued to surpass expectations
this year, with Tech sector results in particular driving optimism, and forward estimates proving resilient despite macro
uncertainty. We note that forward price-to-earnings multiples are only marginally higher than at the start of the year,
reinforcing the fact that earnings growth and not valuation bubbles have driven market gains. Bottom-up earnings
estimates have continued to be revised higher, and we expect robust profit growth to remain a key driver of equity
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performance into the year ahead. We forecast S&P 500 earnings per share will grow around 10% year over year in
2026, helping to push the index up to 7,700 by end-2026.

New Fed leadership, more easing should support risk assets. The next Federal Reserve chair, expected to be
named in January, could prompt markets to price in a more dovish policy stance. Leading candidates have reinforced
this outlook: Kevin Hassett’s latest remarks included his view that inflation is “actually quite low” and that the Fed still
“has plenty of room to cut,” while Christopher Waller has also advocated for further rate reductions toward neutral.
After a third consecutive rate cut in December, we expect another in the first quarter of 2026. With unemployment at
a four-year high and inflation moderating, policymakers have ample scope to support growth. Historically, Fed easing
outside recessions has provided a strong tailwind for equities.

The Supreme Court ruling may provide better tariff clarity. The pending ruling on President Trump’s tariff powers,
likely to come in January or February, will provide more clarity for manufacturers and markets. Our base case is that
the IEEPA tariffs will be repealed, which could temporarily lower the effective US tariff rate and offer short-term relief
for both GDP and inflation. However, we do not expect a lower tariff regime to persist, with the administration already
confirming it will swiftly rebuild trade barriers using alternative statutes and tariffs. Ultimately, we think the ruling may
trigger swings in sentiment rather than a lasting rally, supporting our views on both portfolio diversification and gold as
a geopolitical hedge.

So regardless of whether a December rally materializes, we believe investors should position for further advances in
equity markets. We maintain our Attractive rating on US equities. We find compelling opportunities in tech, health care,
utilities, as well as financials, which should broaden the foundation for further gains.

We also see opportunities in quality bonds, especially medium-duration government and investment grade bonds,
which should benefit as US rates decline. Gold, which we think can rise to USD 4,500/oz by June, remains a useful
portfolio hedge against policy and geopolitical risks. With the appeal of the US dollar eroding, and US dollar weakness
likely to persist into the first half of 2026, we recommend investors review their currency allocations and ensure
portfolios are well-diversified for the year ahead.

Original report - Why 2026 catalysts matter more than any year-end rally, 22 December 2025.
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Disclaimer
Hong Kong / Singapore: For Global Wealth Management clients of UBS AG Singapore / Hong Kong branch, please refer to
the HK/SG Marketing Material Disclaimer .
This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by
FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes
former Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS
AG and a member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of
this section.
This document and the information contained herein are provided solely for your information and UBS marketing
purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer
or solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security,
investment instrument, or product, and does not recommend any specific investment program or service.
Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be
suitable or appropriate for all investors. In addition, certain services and products referred to in the document may be subject
to legal restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted
basis. No offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any
person to whom it is unlawful to make such offer, solicitation, or sale.
Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current
the information contained herein. The views and opinions expressed in this material by third parties are not those of
UBS. Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages
arising from the use or reliance of all or any part thereof.
All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects
or elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly
stated, no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.
Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance
figures may not be based on complete 12-month periods which may reduce their comparability and significance. Historical
performance is no guarantee for, and is not an indication of future performance.
Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This
document may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the
extent permitted by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any
liability, responsibility or duty of care for any consequences, including any loss or damage, of you or anyone else acting, or
refraining to act, in reliance on the information contained in this document or for any decision based on it.
Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland
AG, authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be
processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse
website https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services,
UBS Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address)
until you notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by
informing your Relationship Manager.
Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.
© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
Important information
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and
Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage
services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by
different laws and separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to
you about the products or services offered. For more information, please see www.ubs.com/workingwithus
© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. UBS
Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
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There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors.
The two sources operate independently and may therefore have different recommendations. The various research content
provided does not take into account the unique investment objectives, financial situation or particular needs of any specific
individual investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of
UBS AG and an affiliate of UBS International Inc.
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