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Asset classes

Equities

Updates:

US stocks surged to record highs on Trump's  

re-election and a likely clean Red sweep for 

Congress. 


Elsewhere, markets were mostly down with Europe 

and Asia lower by 3-4% on trade war concerns.

Our View:

Upgrade US to neutral on pro-growth policies. 

Mid-caps in sweet spot given less sensitivity to 

trade war and elevated rates.


Reduce Europe and Asia on negative impact from 

Trump's trade policies.


China's policy announcement underwhelms but 

cumulative effects should stabilise the economy.

The Republican sweep amplifies US exceptionalism (dollar and equities strength) through pro-growth policies, tax 

cuts, and increased fiscal spending. Trump’s expected use of executive powers to impose tariffs and tighten 

immigration adds to the domestic advantage but poses risks to global trade. While equities and bond yields rise in 

response to these dynamics, the broader economic outlook for Europe and Asia may weaken, especially if global 

fragmentation intensifies after 2025. The US economy’s pivot back to mid-cycle supports risk assets but creates a 

complex inflationary landscape for the Fed.

FX / Gold

Updates:

USD boosted by election, supported by strong 

growth, yields, defensive appeal.


Gold corrected from near 2800 to 2600 as risk of a 

contested US election outcome dissipated.

Our View:

With US exceptionalism extended, the Dollar 

remains well bid, but not in a straight line!


Gold remains attractive as inflation and fiscal risks 

should continue to occupy top of mind into 2025.

Rates

Updates:

Trump policies and US growth outperformance 

suggest shallower rate cut cycle and higher 

term premiums. 


Fed rate cuts likely to be complicated by 

Trump's pro-growth policies

Our View:

Expect US growth, fewer rate cuts to sustain 

higher yields. While the direction of travel is 

up, expect volatility in reaction to timing and 

scale of Trump's policies.


Favour navigating complex environment 

through the belly to capture yield dynamics.

Credit

Updates:

US credit strong, with IG and HY spreads near 

post-COVID lows driven by robust growth, high 

carry, and the US elections outcome reaffirming a 

pro-growth stance.

Our View:

Remain constructive on the back of growth, high 

carry, and strong corporate fundamentals.


Look to add to HY on pullbacks to benefit from 

high all-in yield and lower default risks.  
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Impact on US economy

We see a partial implementation of Trump's tariff 

plans with the effective tariff rate moving up from 3% 

to 5%.


The expected extension of the TCJA and corporate 

tax reduction should provide a growth boost of 

0.2-0.3ppt in the next 2-3 years, but that effect 

should wear off in subsequent years as the negative 

consequences of higher tariffs and immigration 

restrictions kick in.


The impact on inflation will be muted as higher 

tariffs will be offset by lower household incomes 

leading to weaker demand.

Macroeconomic Outlook

President-elect Trump's election victory sees likely policy changes in a number of areas, with the key ones being 

higher import tariffs, tax cuts, tougher immigration controls and deregulation  These changes will have repercussions 

for growth and inflation dynamics across the world.  A likely Republican congress sweep will increase the likelihood 

of the implementation of Trump's key policy priorities.

Implications for Europe

A 10% tariff on all US imports could reduce Euro area 

GDP by 1%. 


Growth drag would mainly stem from increased trade 

policy uncertainty rather than the tariffs themselves.


European inflation would see minimal effects, with only 

a 6bp rise in the Euro area, prompting the ECB to 

consider an additional rate cut to 1.75% by 2025.

Impact on Japan

A 10-25% tariff on Japanese auto exports could lower 

GDP by up to 0.2%, though weaker yen boosts 

competitiveness.


Forex movements, especially a stronger USD, may 

push USD/JPY to 160, raising inflation and prompting 

faster BOJ interest rate hikes.

Implications for China

Since the first trade war, the US has become a less 

critical export market for China, with its share of 

Chinese exports dropping from 18.2% to 14.3% by 2024.


If US tariffs on Chinese imports rise to 40% by 2026, 

China’s GDP growth could drop by 0.5-1.0 percentage 

points in 2025-26.


To counter any growth shortfall below 5%, China may 

implement stronger fiscal stimulus, RMB depreciation, 

tit-for-tat tariffs, and export controls on key minerals 

like rare earths.
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