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Asset classes

Equities

Update: Global equities are up 6.7% year-to-date, with 

Japan being the standout performer (up 17% in local-

currency terms). The rally in US equities has 

broadened out, with the S&P 500 outperforming the 

NASDAQ (8.6% vs 7.9%). Performance within the 

Magnificent 7 has also diverged. China equities have 

rebounded by 13% from Feb lows, due to monetary 

easing and government action.


Our view: Underweight US, given risk of stickier 

inflation and low equity risk premia. Neutral Europe, 

due to cheaper valuations and higher yields (but 

offset by less robust growth). Overweight Japan, with 

attractive pricing and reflationary tailwinds and 

overweight Asia, as growth momentum improves.

Credit

Update: Spreads are at multi-year lows, due to the 

strong economy/earnings combined with easy 

financial conditions. The tightening of spreads implies 

that investors are being paid less for risk taken.


Our view: We continue to see value in Financials, as 

spread premia is still evident in the sector. Overweight 

Corporate IG, due to attractive all-in yields and lesser 

sensitivity to a scenario of slower rate cuts.

Gold

Update: Gold continues to break record highs in spite 

of the dollar strength, rising bond yields and paring 

back of rate cuts expectations. We believe this is due 

to buying from central banks, as well as delta hedging 

by speculators.


Our view: We believe gold's technicals are over-

extended and have reduced exposure to 2.5% vs.  

5.0% neutral.

Rates

Update: US data strength has challenged our 

conviction in a bullish duration outlook. Our year-end 

target for the 10-year yield remains around 4%.


Our view:  We still expect at least 2 rate cuts by the 

Fed this year. However, bond yields could rise to 4.6% 

to 4.7% near-term. We also see the risk of yields 

overshooting to the upside in the coming months. 

Adding exposure at above our target should deliver 

excess returns (on top of carry).

Global growth resilience continues to drive risk-taking, with equity markets rallying, as investors walk back expectations 

on rate cuts. We, however, remain neutral on risk assets due to the possibility of US bond yields moving much higher. 

Equities remain the preferred asset class in a (potential) scenario of stalling disinflation. We remain underweight US 

equities vs. rest of the world.
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Looking back

US: the March jobs report was a positive surprise and 

the headline ISM Manufacturing PMI surged into 

expansionary territory for the first time since Sep 22. 

March CPI showed inflation coming in hotter-than-

expected.


Europe: Inflation readings are close to the 2% target 

and composite PMI readings have improved, with the 

ECB giving strong indications for a June cut.


Japan: There was a pick-up in Feb's labour cash 

earnings, which is the BoJ's preferred measure of 

wage growth. There are also hopes that agreed pay 

rises at the Spring wage talks will fuel wage growth for 

the new fiscal year.


China: Recovery gaining traction, with all 4 PMIs 

coming in above 50 (beating consensus  

expectations for March - the first since Feb 23 after 

China re-opened).

There is uncertainty about the size and scope of tariff 

increases in a Trump re-election scenario.


Higher tariffs would potentially have a stagflationary 

impact on the economy. Direct impact is likely to be 

modestly negative, with the hit to real income and 

consumer spending from higher prices outweighing 

the decline in the trade deficit.

Other notes this month

Potential tariff increases if Trump is re-elected

Macroeconomic Outlook

Global economic activity continues to defy conventional wisdom, with global PMIs continuing to exhibit strong 

positive momentum and moving further into expansionary territory. The projected growth slowdown in 2024 has, so 

far, failed to materialise. With signs that disinflation is slowing notably, expectations for an initial rate cut have now 

been pushed out to September.

Looking ahead

US: Further delays expected to the start of the rate cut 

cycle i..e, now September, with just 40 bps by 

end-2024.


Europe: Cuts expected in June, as there seems to be a 

high hurdle for a later start.


Japan: Firms and households have higher long-term 

inflation expectations, and subsequently expect 

modest rate hikes in H2 24 i.e., close to 20 bps by 

end-2024. The weak yen also strengthens the case for 

monetary policy normalization.


China: Continued recovery in household consumption 

and growth momentum in manufacturing.
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