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The narrative has shifted from the Fed being behind the curve to easing from a position of sfrengfh. We continue to

subscribe to the soff—]anding scenario, while staying mindful of pofenﬁa] Vo]czﬁlify with upcoming US Presidential

elections in November and rising geopo]iﬁcct] tensions in the Middle East.

§ ASSET CLASSES

Equities
Updates:

> US: YTD returns driven mainly by earnings and
multiples.

> Japan: underperformed in 3Q 24 following the BoJ
rate hike and unwinding of the JPY carry trade.

Our View:
> US: Tactical Underweight, with limited room for
further multiple expansion.

> Europe: Maintain Neutral, given declining profit
margins and outflows from global investors (in
European equity funds)

> Japan: Maintain Overweight, due to solid earnings
momentum.

FX and Gold

Updates:

> Reached a record high of approximately $2,670 in
late Sep, with the Fed's 50 bp rate cut increasing
demand.

> Investor sentiment remained high, with gold being
seen as a hedge against potential inflation and
currency depreciation.

Our View:

> We remain positive on gold over the medium-term
and aim to add on any pullbacks.
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Credit

Updates:

> We note that quality credit tends to do better
after the first rate cut, with outperformance
lasting at least 6 months.

Our View:

> Remain Overweight on Developed Investment-
Grade bonds (absolute yields remain attractive
despite tight credit spreads) while remaining
Neutral on Developed High Yield and Emerging
Market bonds (attractive carry offset by tight
valuations and higher sensitivity to market
uncertainties).

Rates

Updates:

> The 10Y Treasury yield spiked higher, with the
strong Sept jobs report leading to a repricing of
Fed rate cuts.

Our View:

> While the 10Y yield is back to the 4% level,
which we believe to be fair, we would not
rule out more upside for yields if there is
more data corroborating the narrative that
the economic cycle could be further
extended.
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Sepfember’s job gains and rising wage growfh suggest the US economy remains resilient despife coo]ing signa]s

earlier this year. Meanwhile, core disinflation is advancing graduaﬂy, with easing rent and wage trends supporting

this trend. Overall, the outlook aligns with a sfeady soff—]anding scenario as rate cuts begin to influence growfh,

pctrﬁcu]ar]y in 2025.
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§ Looking back

> US: September non-farm payrolls exceeded
expectations, up by 254k (the most in 6 months),
with unemployment dropping to 4.1%. Wage growth
remains steady, along with increased job openings
for August, pointing to a stabilizing labour market.

> Europe: Inflation dropped below 2% for the first
time since 2021, with services inflation
decelerating sequentially.

§ Other notes this month

China (finally) fires its economic bazooka

> China's policy stimulus measures (amounting to
approximately RMB 2 trillion) were announced
on 24 Sep, targeting the property sector and
equity markets. The measures are a sign that
persistent weak growth has hit policymakers'
pain threshold, triggering the policy put.

> Uncertainty on the effectiveness of fiscal policy,
however, remains high due to previous
unsuccessful attempts.

Disclaimer

| Looking ahead

>

US: Alternative rent indicators have turned down
again, reinforcing the view that rents will continue
to decelerate. Despite the resilient economy, the
disinflation trend looks intact.

Europe: The ECB is likely to continue its
accommodative stance, with the Fed's 50 bps cut
providing flexibility to cut in Oct.

US Elections: Policy Divergence and Economic Impact

>

Prediction markets are assigning a meaningful
chance of a divided government for both parties
versus a clean sweep.

With major policy differences between Harris
and Trump, a divided government would
reduce the potential for dramatic changes
e.g. trade and taxes.
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