Market Theme : Strong demand for long bonds — should we follow? (pp.3-4)

The February 2026 auction of the 30-year US Treasury bond was a success and set a new record for investor demand. This is noteworthy because long-dated
government bonds in both the US and Europe have been largely out of favour with many investors. The Duration Trade — as we label it - now deserve serious
consideration as a diversifier, particularly against expensive US equities. Our conclusion is, that CAP would buy the Duration trade in the event of a
growth-driven equity market crisis. However, we do not expect the strategy to prove as effective as in previous major equity crises. For the time being, we
refrain from taking an overweight position in Duration, despite the signal coming from February’s good 30-year auction.

Equity Market Themes, Performance & CAP Weightings (p.5)

A typical Danish 60/40 portfolio has risen by 0.9% over the past month. CAP's overweight positions include Value, European Equities, Low Volatility, and World
Equal Weight all performing among the best asset groups. Emerging Market equities (Neutral) are also performing well. Among the weakest performers we
find three of CAP’s underweighted asset groups : Growth equities (LT Growth), US equities (EUR) and Global Equities. In 2026 we have opened a new
overweight position in Danish Equities, which over the last month is the poorest performing asset groups that we follow.

Return Charts 12 mth: Cross-Asset Group & Theme Performance (pp.6-10)
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Copenhagen Allocation Partner (C.A.P)

d C.A.Pis an independent consultancy firm (https://c-a-p.dk/) specializing in asset allocation.

L C.A.P provides tailor-made analyses concerning allocations in fund products as well as in
single-stocks & equity baskets.

L C.A.P offers its analyses solely through professional partnerships and does not provide
investment advice to retail investors.

L Please also refer to the Disclaimer on the last page of this report.
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Strong demand for long bonds — should we follow?

Strong demand for long bonds — should we follow? FIG1
The February 12, 2026 auction of the 30-year US Treasury bond was a solid success and set a new record for investor

demand. With a Bid-to-cover ratio at 2.70, it exceeded all acution results for the 30Y since year 2011 .This is S&P500 & 30Y T-Bond
noteworthy because long-dated government bonds in both the US and Europe have been largely out of favour with Total Return Correlations (weekly pct.chg. over 26 weeks)

many investors. Concerns about large issuance programmes and the risk of renewed inflationary pressure do not make Positive Correlation: Inflation Focus 10
the case for long duration in government bonds any easier. Nevertheless, CAP’s view is that long-dated 10-30 year
government bonds in the US and euro area — the Duration trade, as we label it — now deserve serious consideration as a
diversifier, particularly against expensive US equities. A good place to begin these considerations is Figure 1, which
shows how long US Treasuries have historically correlated with the S&P 500.

It is no longer inflation that drives the 30-year T-bond — S&P 500 correlation
Figure 1 shows that if we calculate a short 6-month return correlation between 30-year Treasuries and the S&P 500, it M i |
currently stands at around -0.3, close to the average for the 20-year pre-Covid period. The strong interest in the recent LI u W| U 0.0

30-year auction therefore comes at a time when there is, in fact, measurable diversification to be gained from holding
the Duration trade in, for example, a 60/40 balanced portfolio, with US equities in the 60% equity bucket and Duration
in the 40% bond bucket. Figure 1 also shows the longer 24-month correlation. This has not yet turned negative, but it o5 o5
has fallen to a level close to zero. In summary, the inflation focus that has dominated since the inflation shock of 2021-

22 — and that first pushed equities and bonds down together and then back up again — has now clearly loosened its grip

on financial markets.

-1.0 -1.0
Pre-Corona ‘normalisation’? 70 75 80 85 90 95 00 05 10 15 20 25
The key question now is whether we are moving towards a “normalisation” in which — as the short-term correlation Correlation(SPX,30Y US-T-Bond, TR)(w/w%, 26 weeks)
between long-dated government bonds and equities already suggests — we can once again use Duration in our asset Correlation (SPX, 30Y US T-Bond, TR) (m/m?%, 24 months)
allocation, as we did pre-Covid, because long duration once more acts as diversification and a shock absorber if we run
into an equity market crisis. FlG 2

- - -l - - - - iti -
Diversifying away from US equities — what works today? [MYESIEIEMELIED & LEmEs O A = CAP Position

Before answering that question, it is worth highlighting what currently works as diversification versus US equities. Value (EQ, CAP) 5.7% 17.2%  29.0% Overweight
Figure 2 illustrates this. The table shows that the rotation out of US/growth into non-US/non-growth equities — for Emerging Markets (EUR) (EQ) 5.2% 16.2% 25.7% Neutral
example euro area and emerging market value equities — has worked extremely well so far. In fact, the first months of Europe (EQ, EUR) 3.3% 12.0% 17.1% Overweight
2026 have seen nor?—US/non—growth equities. ri§ing while US/growth equities have actuall'y'fallen, imply'ling a? neg'afcive' Low Vol (EQ, CAP) 2.9% 4.0% 0.6% Overweight
.short--term correlation b(?tween segments within gllobal equity Enarkets. Thatl non'-U§ equlltles can prowde dlver5|flcat|o.n Globale Aktier (EUR) 0.1% 4.1% 6.0% Underweight
is obvious, but the negative correlation suggested in the table (‘see column: -1m’) is unlikely to persist for long. What it

demonstrates, however, is that the prevailing theme for global investors at this time is diversification away from global USA (EQ, USD) -1.0% 3.9% 15.2% Underweight

equities, particularly US equities. (cont. p.4) LT Growth (EQ, CAP) -1.7% 1.5% 4.7% Underweight

Source: C.A.P 3
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Can long bonds cushion equity shocks as effectively as in past crises?

For now, it remains an open question whether Duration will act as a true shock absorber in the event of a US equity market
crisis. It did so during the dot-com bust and the global financial crisis, but not during the inflation episode of 2020-24. What we
are really talking about is that in the first two crises, long 30-year yields fell by around 2 percentage points, whereas during the
inflation crisis they fell by only about 1 percentage point. A 2-percentage point decline in 30-year yields corresponds to roughly a 5
+35% price gain, i.e. a substantial offset to the roughly -40% drawdown that investors experienced in global equities during the

US Treasury 30Y vyield FIG 4

TMT and GFC crises. Can we expect the Duration trade to work in a similar way this time? The short answer is probably not. 4
Three factors will work against Duration 3
Figures 3-5 point to three factors that all suggest there is less upside from a 30-year yield decline in a new equity crisis today 0 o i e e 2
than there was during the dot-com and global financial crises. In brief, Figure 3 suggests that too little inflation is priced into 1.1
long-dated government bonds; Figure 4 shows that the yield curve is flat compared with earlier periods, which in general makes

it more expensive to hold long bonds than in the past; and finally, Figure 5 indicates that the Federal Reserve is unlikely to cut its 0
policy rate by 4 percentage points, as it did in those earlier crises, which under stable inflation would imply cutting the Fed funds -1 -1
target from 3.75% to zero in the event of a new crisis. 2 2

To sum up: 90 95 (0] 0} 05 10 15 20 25
CAP intends to purchase Duration trades in the event of a correction in the growth-driven equity market. However, we do not

anticipate this strategy to be as effective as it has been during previous major equity crises. Therefore, we are currently opting ... Curve: 30Y - 3M

Average
not to take an overweight position in Duration, despite the positive signal from February’s strong 30-year auction. It's important
. . . . . . . Source: LSEG Datastream, C.A.P
to note that we still hold Duration. In our medium-risk portfolio, such as the preferred 60/40 balanced portfolio, we are just
focusing on overweighting shorter-maturing EU credit bonds instead. (se p.5 for our current Cross-Asset views) FlG 5
US 3M T-bill Real Rate
US TIPS 30Y .
Implied Inflation/Break-even FIG 3 Inﬂatlon: Core PCE
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Market Themes, Performance & CAP weightings
e

Investment Styles & Themes | = -lw +  -Im-{ -3m ~* -12n~ CAP Position -

Value (EQ, CAP) 1.2% 5.7% 17.2% 29.0% Overweight
Emerging Markets (EUR) (EQ) 2.1% 5.2% 16.2% 25.7% Neutral
Europe (EQ, EUR) 1.6% 3.3% 12.0% 17.1% Overweight
MSCIWorld Equal Weight (EUR) 1.3% 3.1% 8.7% 7.3% Overweight
Low Vol (EQ, CAP) 0.6% 2.9% 4.0% 0.6% Overweight
Size (EQ, CAP) 1.1% 2.4% 8.9% 18.3% Underweight
Hedge (FI/FX, CAP) 0.7% 2.1% 4.1% 6.3% Overweight
Duration (FI, CAP) 0.1% 1.5% 0.7% 3.3% Neutral

EMD 0.6% 0.9% 0.4% -1.7% Neutral

|G Credit (Euroz) 0.1% 0.9% 1.3% 3.5% Overweight
60/40 (EQ & FI(DK), CAP) 1.0% 0.9% 3.2% 5.4%

Credit (CAP) 0.1% 0.4% 1.6% 4.9% Neutral

US Dollar 0.6% 0.4% -2.3% -11.83% Underweight
HY Credit (Global) 0.0% 0.2% 1.8% 4.9% Neutral
Globale Aktier (EUR) 0.8% 0.1% 4.1% 6.0% Underweight
USA (EQ, USD) 0.1% -1.0% 3.9% 15.2% Underweight
USA (EQ, EUR) 0.6% -1.3% 1.3% 2.1%

LT Growth (EQ, CAP) 2.1% -1.7% 1.5% 4.7% Underweight
Danske Aktier -1.5% -4.5% 4.3% 4.1% Overweight

Source: C.A.P
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Cross Assets. Portfolios & Segments

110 Portfolios 110 115
105 105 110
100 s / 100 105
95 95 100
90 90 95
85 85 90
J F M A M J A S O N D J F
2025 2026
—— Hedge PM (FI/FX, CAP) oo 60/40 PM (EQ/FI, CAP)
106 Credit & Duration e 106
104 S 104 3%
102 102 509
100 100
100
98 98
96 9% 0

2025
Fixed Income - Duration (CAP)
Fixed Income - Credit (CAP)

2025
— EM (EQ/Credit, CAP)

Gold & Cyber ccy

2025
—— GOLD (ETF, USD)(R.H.S)
Blockchain Tech (ETF, C...

115

EM & DM
110

105
100
95

90
A S O N D J F

2026

DM (EQ/Credit, CAP)

200
180
160
140
120
100

——— BITCOIN (USD)

Source: LSEG Datastream, C.A.P



COPENHAGEN
ALLOCATION
PARTNER

CAP
Credit, USD & Vol -

Cross Assets. Credit, Mortgages, USD and Vol
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Cross Assets. Equity Markets
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Equities. Style & Macro Factors
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Equities. Style & Macro Factors
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AP | s DISCLAIMER

The contents of this report have been prepared for the purpose of providing general information about investments.
Accordingly, the report cannot replace financial advice and should not be regarded as an offer to provide financial advice or any
other type of advisory or professional service.

Investors are encouraged to contact their own financial adviser for personalised information regarding potential investments, tax
matters, and other relevant considerations before buying or selling securities.

Investors should be aware that investing may involve a risk of loss that cannot be determined in advance.

Copenhagen Allocation Partner’s expectations regarding developments in the financial markets in general, and specific
investments in particular, do not constitute any guarantee of future returns. While every effort has been made to ensure that the
information in this report is as complete and accurate as possible, no guarantee can be given, and we accept no liability for errors

or omissions.

Copenhagen Allocation Partner also accepts no responsibility for any changes in underlying assumptions or any errors in the
material.

We also reserve the right to make changes due to variations in market conditions, returns, dividends, prices, interest rates, fees,
charges, tax matters, printing or typographical errors, and similar factors.

Copenhagen Allocation Partner disclaims any liability for losses arising from decisions made solely on the basis of this material.

Copenhagen Allocation Partner is furthermore not responsible for any loss or damage resulting from unauthorised access by third
parties to the material via C-A-P.dk or by other means.
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