Chart of the Week

24 November 2025
The price of protection
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Source:Bloomberg Finance L.P, Momentum Global Investment Management. Data to 21 November 2025.

What does it show?

The chart shows in blue the five-year CDS (credit default swap) for Oracle Corp, the US software company. CDS
is atype of OTC (‘over the counter’) derivative and is used primarily by sophisticated investors to take a long or
short view on a credit, in the same way an equity investor might use equity futures to take a directional view on
a stock or equity index. They are relatively liquid for large benchmark issuers and when traded in size can often
be more liquid than the underlying issuer’s bonds. Oracle’s current CDS ‘spread’ or price - 110 basis points -
refers to the cost of insuring against default on the company’s debt. As such it would cost $110,000 per annum
to protect $10m nominal of the company’s bonds. The orange line shows the equivalent cost of insurance for
an equally weighted basket of the 125 most liquid US investment grade issuers; this is the S5yr CDX |G index.
The CDX ‘spread’ has remained relatively flat over the last two months whilst that of Oracle - which itself is
investment grade rated - has gone up almost 3x. As the spread goes up - or widens - the cost of insurance
gets more expensive. Someone who went long and bought protection on Oracle at 40 in August can close out
their position today at a profit - effectively selling on the insurance contract they took out to someone else at a
higher price.

Why is it important?

Concerns have started to be raised recently around whether there is a bubble in Al related stocks. Their

prices had until recently continued to climb ever higher against a backdrop of vastly increasing capital
expenditure, to a level where analysts were starting to question the future level of return on invested capital.
No one is saying that significant investment is not going to be required in the build out of data centres and IT
infrastructure, but consensus increasingly seems to be that the winners in this IT arms race will win big, whilst
others stand to lose. As these concerns have grown, and with Oracle perceived to be a weaker name amongst
this cohort, some market participants that are able to undertake CDS transactions have used Oracle’s CDS

as a hedge against this Al bubble risk. As demand for protection has grown, so the price of it has risen, to a
level that probably does not reflect the true underlying credit default risk associated with the company. Itis
important as it reminds us that not everyone thinks big tech is a one w-Al trade.
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Earnings, fiscal policies, and geopolitical tensions are collectively shaping markets, highlighting the

need for investors to navigate both economic signals and rising global risks.
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Nvidia reported blow-out Q3 (FY26) revenue and
raised guidance; the strong data calmed Al-bubble
jitters and lifted chip and tech sentiment across
markets.

Berkshire Hathaway disclosed a roughly $4.9bn stake
in Alphabet, sending Alphabet shares higher and
prompting discussion about more value-style buying
into big tech.

US jobs data (delayed by the shutdown) showed
solid payroll gains for September but a higher
unemployment rate (4.4% - its highest since October
2021), muddying the Federal Reserve outlook for
further rate moves.

Markets remained watchful ahead of central-bank
signalling and major tech earnings (Nvidia was

the focal point) - volatility rose around Al-sector
narratives.

Europe

EU institutions reached a provisional deal to
harmonise insolvency rules across member states
- aimed at improving cross-border recoveries and
capital-market integration.

The European Commission nudged growth forecasts
upward for 2025 even as member states debate steps
to boost investment and financial stability.

Financial-sector and regulatory chatter intensified
(ESMA / ECB supervision notes) as the bloc seeks
deeper capital-market reforms to compete globally.

Political friction (energy, trade frictions with third
countries, and security/sabotage concerns in Central
Europe) kept geopolitical risk in investors’ peripheral
scan.
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UK Chancellor Rachel Reeves framed the upcoming
budget as a “grip” on the cost of living while reports
suggested a mix of freezes, targeted levies and
potential tax measures to plug fiscal gaps due.

The Defence Ministry confirmed the Royal Navy
intercepted two Russian ships from the English
Channel and Scotland the week before. This incident
highlights a notable 30 per cent increase in Russian
naval activity around UK waters over the past two
years.

Domestic economic datapoints showed early signs
of softening in labour and consumer activity (jobless
rate drift and cooled spending) that increased market
sensitivity to fiscal choices.

Market expectations are shifting toward possible rate
cuts by Bank of England (BoE). For example, some
futures are indicating ~80% chance of a cut at the
December meeting.

Chinese equity markets faced renewed selling
pressure through the week as growth concerns and
geopolitics weighed on investor sentiment.

Japanese relations with China deteriorated sharply
following Japan’s Prime Minister Sanae Takaichi’s
remarks on Taiwan; Beijing retaliated with travel
warnings and coastguard moves, driving a sell-off in
Japanese tourism, retail and hospitality stocks.

The UN Security Council passed Resolution 2803,
authorising a multinational “International
Stabilisation Force” in Gaza, with Qatar urging rapid
implementation and full Israeli withdrawal.

At the G20 summit in Johannesburg, leaders adopted
a 122 point declaration (despite a US boycott) that
emphasised debt relief, climate finance,and a

“just, lasting peace” for conflict zones including
Ukraine and Palestine - signalling a G20 shift toward
GlobalSouth priorities and multilateral reform.
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12 months

United States usD -19% -3.4% 13.2% 12.0% US Property Securities usD 0.2% 0.4% 2.4% -3.2%
United Kingdom GBP -16% -1.3% 20.8% 21.2% Australian Property Securities AUD -0.7% -5.5% 3.0% -1.4%
Continental Europe EUR -26% -1.6% 13.4% 14.5% Global Property Securities usD -09% -0.1% 10.0% 59%
Asia Pacific (ex Japan) usD -4.0% -5.5% 22.7% 21.2% Euro USD -09% -01% 11.2% 97%
Australia AUD -2.5% -4.9% 6.4% 4.5% UK Pound Sterling USD -0.5% -0.2% 46% 4.0%
Global UsD -2.3% -3.3% 15.8% 14.6% Japanese Yen uSsD -1.2% -16% 0.5% -1.3%
Emerging Markets Equities

Australian Dollar usb -1.3% -1.3% 4.4% -1.0%
Emerging Europe usbD -1.5% -0.4% 44.3% 46.7% .

South African Rand uUsD -1.5% -0.4% 8.6% 3.9%
Emerging Asia usD -4.0% -56% 25.1% 25.0%

Swiss Franc uUsD -1.8% -0.5% 12.3% 9.6%
Emerging Latin America usD -2.8% 1.4% 46.5% 33.6%

Chinese Yuan usD -0.1% 0.2% 2.7% 1.9%
BRICs usD -3.8% -2.5% 20.5% 20.0%

Commodities & Alternatives
China usD -5.5% -4.7% 29.8% 30.9%

Commodities usb -1.8% -1.2% 46% 5.6%
MENA countries usb -1.7% -49% 1.4% 3.5%

Agricultural Commodities usD -0.7% -1.8% -6.1% -5.4%
South Africa usD -4.2% 0.4% 57.1% 449% .

oil uUsD -2.8% -3.9% -16.2% -15.7%
India usD -0.4% 0.5% 6.6% 6.6%

Gold USsD -0.5% 1.6% 549% 52.1%
Global emerging markets usD -3.7% -4.8% 26.5% 25.6%

Bonds

US Treasuries

US Treasuries (inflation protected)
US Corporate (investment grade)
US High Yield

UK Gilts

UK Corporate (investment grade)
Euro Government Bonds

Euro Corporate (investment grade)
Euro High Yield

Global Government Bonds

Global Bonds

Global Convertible Bonds

Emerging Market Bonds

usD
usb
usD
usb
GBP
GBP
EUR
EUR
EUR
usb
usb
usD
usD

0.5%
0.2%
0.4%
0.0%
0.4%
0.3%
0.0%
0.1%
-0.1%
-0.4%
-0.2%
-2.0%
0.1%

0.3%

-0.1%
0.0%

-0.3%
-0.8%
-0.8%
-0.3%
-0.4%
-0.4%
-0.6%
-0.3%
-5.0%
-0.2%

6.4%
71%
74%
70%
3.9%
56%
0.9%
3.0%
4.3%
6.1%
79%
18.1%
11.7%

6.1%
6.5%
71%
70%
3.0%
6.1%
1.0%
3.5%
5.1%
5.3%
7.2%
16.1%
11.1%

Source: Bloomberg Finance L.P. Past performance is not indicative of future returns.
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Important notes - This document is only intended for use by the original recipient, either a Momentum Global Investment
Management Limited (MGIM) client or prospective client, and does not constitute investment advice or an offer or
solicitation to buy or sell. This document is not intended for use or distribution by any person in any jurisdiction in which it
is not authorised or permitted, or to anyone who would be an unlawful recipient. The original recipient is solely responsible
for any actions in further distributing this document, and in doing so should be satisfied that there is no breach of local
legislation or regulation. This document should not be reproduced or distributed except via original recipients acting as
professional intermediaries. This document is not for distribution in the United States.

Prospective investors should take appropriate advice regarding applicable legal, taxation and exchange control
regulations in countries of their citizenship, residence or domicile which may be relevant to the acquisition, holding,
transfer, redemption or disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this document is issued. Data, models and other statistics are sourced
from our own records, unless otherwise stated. We believe that the information contained is from reliable sources, but

we do not guarantee the relevance, accuracy or completeness thereof. Unless otherwise provided under UK law, MGIM
does not accept liability for irrelevant, inaccurate or incomplete information contained, or for the correctness of opinions
expressed.

The value of investments in discretionary accounts, and the income derived, may fluctuate and it is possible that an
investor may incur losses, including a loss of the principal invested. Past performance is not generally indicative of future
performance. Investors whose reference currency differs from that in which the underlying assets are invested may be
subject to exchange rate movements that alter the value of their investments.

Under our multi-management arrangements, we selectively appoint underlying sub-investment managers and funds
to actively manage underlying asset holdings in the pursuit of achieving mandated performance objectives. Annual
investment management fees are payable both to the multi-manager and the manager of the underlying assets at
rates contained in the offering documents of the relevant portfolios (and may involve performance fees where expressly
indicated therein).

MGIM (Company Registration No. 3733094) has its registered office at 3 More London Riverside, London, SE1 2AQ. MGIM is
authorised and regulated by the Financial Conduct Authority in the United Kingdom (registration no.232357), and is exempt
from the requirements of section 7(1) of the Financial Advisory and Intermediary Services Act 37 of 2002 (FAIS) in South
Africa, in terms of the FSCA FAIS Notice 9 of 2025 (published 9 January 2025). For complaints relating to MGIM’s financial
services, please contact distributionservices@momentum.co.uk. ©MGIM 2025.
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