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Client Summary 
Positive Factors 

• Weaker U.S. Dollar May Support International Investing: A declining dollar makes overseas investments more
attractive and can boost returns for U.S. investors. Further softness is possible given expected Federal
Reserve rate cuts.

• Stronger Earnings Growth Expected in Emerging Markets: EM company profits are projected to grow faster
than those of U.S. and European companies in 2026 — helped by improvements in efficiency, corporate
governance, and innovation.

• Benefiting from the Global AI Boom: Many key components of artificial intelligence hardware — like
advanced chips — come from countries such as Taiwan, giving EM strong exposure to AI‑driven growth. China
and South Korea are also leading players in AI and the AI supply chain.

• Technical Trends Are Improving: The EM index recently moved above important resistance levels, and many
EM stocks are in long‑term uptrends, signaling strengthening market momentum.

Concerning Factors 

• Inflation Could Delay Expected Rate Cuts: If inflation remains stubborn, the Federal Reserve may slow its
pace of rate cuts, which could strengthen the dollar and weigh on EM performance.

• Sensitivity to Global Volatility: In periods of economic uncertainty, investors often flock to “safe haven”
assets like the dollar, which could temporarily pressure EM returns

• High Earnings Expectations Leave Little Room for Error: EM earnings forecasts are strong, but if companies
miss targets, markets could react negatively.

• Geopolitical Risks Remain Elevated: Global tensions — including sanctions and trade disruptions — could
create headwinds for EM growth and currency stability.

LPL Research’s Perspective 

• EM’s Strength Looks Sustainable, Not Temporary: Research believes the recent gains in EM are supported by
genuine improvements — not short‑term market noise.

• Valuations Remain Attractive Relative to the U.S.: EM stocks still trade at a meaningful discount compared to
U.S. equities, offering room for long‑term outperformance if trends persist.

• AI and Technology Investment Are Major Long‑Term Drivers: EM stands to benefit significantly from the
expansion of global AI infrastructure, especially in semiconductor‑producing countries.

• Research Maintains a Positive Bias Toward EM: While staying neutral overall on equities, Research
recommends maintaining EM allocations at target levels and considering additions during market pullbacks.
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Disclosures  

This material is for general information only and is not intended to provide specific advice or recommendations for any individual. There is no 
assurance that the views or strategies discussed are suitable for all investors or will yield positive outcomes. Investing involves risks including 
possible loss of principal. Any economic forecasts set forth may not develop as predicted and are subject to change.  

References to markets, asset classes, and sectors are generally regarding the corresponding market index. Indexes are unmanaged statistical 
composites and cannot be invested into directly. Index performance is not indicative of the performance of any investment and do not reflect 
fees, expenses, or sales charges. All performance referenced is historical and is no guarantee of future results. 

Any company names noted herein are for educational purposes only and not an indication of trading intent or a solicitation of their products or 
services. LPL Financial doesn’t provide research on individual equities.  

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates rise and bonds are subject to 
availability and change in price. 

High yield/junk bonds (grade BB or below) are not investment grade securities, and are subject to higher interest rate, credit, and liquidity risks 
than those graded BBB and above. They generally should be part of a diversified portfolio for sophisticated investors 

All information is believed to be from reliable sources; however, LPL Financial makes no representation as to its completeness or accuracy. 

Because of their narrow focus, sector investing will be subject to greater volatility than investing more broadly across many sectors and 
companies. 

The Standard & Poor’s 500 Index (S&P500) is a capitalization-weighted index of 500 stocks designed to measure performance of the broad 
domestic economy through changes in the aggregate market value of 500 stocks representing all major industries.  

The PE ratio (price-to-earnings ratio) is a measure of the price paid for a share relative to the annual net income or profit earned by the firm per 
share. It is a financial ratio used for valuation: a higher PE ratio means that investors are paying more for each unit of net income, so the stock is 
more expensive compared to one with lower PE ratio. 

Earnings per share (EPS) is the portion of a company’s profit allocated to each outstanding share of common stock. EPS serves as an indicator of 
a company’s profitability. Earnings per share is generally considered to be the single most important variable in determining a share’s price. It is 
also a major component used to calculate the price-to-earnings valuation ratio. 

Precious metal investing involves greater fluctuation and potential for losses.  

The fast price swings in commodities will result in significant volatility in an investor’s holdings. Commodities include increased risks, such as 
political, economic, and currency instability, and may not be suitable for all investors. 

All index data from FactSet.  

This research material has been prepared by LPL Financial LLC. 
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