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COMMENTARY BY INVESTMENT BOARD

2025 was exceptionally favorable for the VU Founda-
tion’s portfolio — returns across all asset classes and
their segments were positive, despite various eco-
nomic and geopolitical challenges that created con-
siderable tension in the markets throughout the year.

In the last quarter of the year, support received from
Swedbank nearly doubled the size of the VU Founda-
tion to EUR 20 million. The new funds allowed for re-
balancing certain portfolio positions, but also created
a significant cash position. Therefore, the Foundation’s
Board objective in the coming months remains the se-
lection of new investments by allocating the received
capital and aiming to minimize the negative impact of
holding cash.

What to expect in the near term:

» We assess equity market growth prospects cautiously
— the macroeconomic situation in the main U.S. market
remains fairly solid. Lower inflation allows central banks
to reduce interest rates, which helps sustain high com-
pany valuations. The main risks we see in equity markets
are the increasing concentration in artificial intelligence
companies and uncertainty surrounding U.S. presiden-
tial foreign policy. The VU Foundation aims to increase
diversification of its equity allocation by investing more
in small-cap companies and reducing the share of U.S.
equities in the portfolio. Additionally, to enhance diver-
sification, a position in emerging market equities was
initiated at the end of the year, and this allocation is
expected to continue increasing in the first half of 2026
until the target allocation is reached.
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* In the bond market, declining base interest rates and
a low number of corporate defaults are leading to
compressed yields. In the high-yield bond segment,
which has historically generated the highest returns in
the VU Foundation’s portfolio, we are reducing expo-
sure, as we believe that the risks taken are often not
adequately compensated at present.

« In alternative investments, we see a more attractive
risk-return ratio over the long term, especially com-
pared to publicly traded equities. In 2025, investments
continued to be systematically allocated to new pri-
vate debt and private equity funds in Western Europe
and the U.S., from which we expect to earn a meaning-
ful return premium in the coming years.
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