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FOCUS FOR 2025

Few rate cuts, higher bond yields

In our base case, central banks will continue to cut rates 

with the Fed more cautious than others due to concerns on 

Trump’s pro-growth policies may slow the disinflation trend. 

US bond yields are expected to stay elevated, and this 

“higher for longer” scenario at current yield levels is 

supportive for fixed income.

The Power of Yield!

While credit investors often focus on spreads to assess 

value, total yield has become a more significant driver for 

many market participants. Although spreads may widen in 

2025, current yield levels are expected to remain appealing 

to global credit investors.

US dollar dominance to persist

Supported by stronger growth prospects, shallower rate 

cuts, and a higher yield differential relative to other major 

economies, the USD is likely to maintain its strength in 2025. 

However, volatility is expected as markets adjust to the 

reality of Trump’s policies versus expectations.

Gold remains a strategic asset in a  
fragmented world

While Trump policies are broadly favourable for risk 

assets, they also contribute to increased geopolitical 

fragmentation. Additionally, Trump’s tax cuts could  

amplify concerns over U.S. government debt.  

These factors likely explain why central banks  

continue to accumulate gold at current prices.  

We remain positive on gold and expect it to  

move into a $2,800- $3,000 range over  

the next two years.

Global equities poised for more gains

Global equities are likely to post another positive year, 

supported by rate cuts from major central banks and a 

modest growth trajectory, though the magnitude of gains 

may be smaller compared to the past two years.

Exceptional US performance set to persist

Despite being the most expensive major market and facing 

narrow market breadth, US equities benefit from strong 

growth momentum and are likely to lead performance in 

2025. Europe and China would need to reignite growth to 

challenge this dominance. Japan remains a conviction call, 

driven by corporate reforms and a growth inflection.

Remain bullish on AI’s transformative potential

We view AI as a game-changing technology that represents 

a rare, disruptive shift set to reshape industries globally. 

After a breakthrough year in AI investment, corporate 

adoption is accelerating, with companies already 

leveraging AI to drive incremental profit growth.

2025 balances tailwinds and risks. While robust US performance under a Trump 2.0 administration is anticipated, 

broad tariff hikes could significantly impact global trade and economic growth. With policy uncertainties and 

bullish pricing, we shift equities from a slight Overweight to Neutral. Bonds remain Neutral on attractive total 

yields, while gold is favored as a hedge against US policy volatility.
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Asset classes

Equities

Updates:

Global equities supported by resilient global 

growth, continued rate cuts, and relatively stable 

earnings.


US remains the global growth engine, with robust 

consumer spending and strong labour market.


Europe lags amid weak manufacturing sentiment 

and limited earnings growth.

Our View:

US: Neutral, due to elevated valuations but robust 

fundamentals.


Japan: Overweight, with reforms, buybacks, and 

real wage growth.


Europe: Underweight, due to weak economic and 

earnings growth.


Asia ex-Japan: Downgrade to Neutral due to lack of 

clarity on China’s recent stimulus measures.

FX / Gold

Updates:

USD remains over-valued and technically 

extended, supported by robust economic data and 

strong fundamentals.


Gold demand from central banks and institutions 

remained steady through 2H 24. 

Our View:

USD likely to remain ‘stronger for longer’, due to 

relatively favourable economic growth and rate 

differentials.


Gold remains a strategic asset class for 2025, with 

Trump’s policies expected to escalate geopolitical 

tensions. Projected price of US$2,800 in the  

near-term and US$3,000 by 2026.

Credit

Updates:

Credit spreads exceptionally tight, with IG and HY 

yields at 88 bps and 270 bps respectively.


Yields remain elevated, with IG close to 5.0% and 

HY at 7.5%.


Continued inflows expected, despite spreads 

potentially widening in 2025, due to high total 

yields.

Our View:

Overweight IG, given high total yields.


Remain Neutral on HY.


Remain Neutral on EMD with the headwind of a 

strong USD.

Rates

Updates:

The Fed has signalled a more gradual rate-cut 

cycle, reinforcing the 'higher-for-longer' theme.


Only 40 bps of cuts in 2025 and 23 bps in 2026 

have been priced in, which is more hawkish than 

the FOMC’s Dec projection of 2 cuts per year.

Our View:

Maintain Neutral on bonds due to yields 

being elevated.


Selectively add duration if the 10-year nears 

5%, balancing income with potential price 

gains.


The 3 to 5 years range remains attractive 

amid curve steepening.
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US

Growth Resilience: Moderation in US growth in 

2025, but potentially still above trend, supported by 

solid real income gains (led by a healthy labour 

market), with an added wealth effect. Business 

investment, particularly in equipment for AI and new 

factories, is expected to grow at a healthy pace. 


Labour Market: Labour demand stays resilient, with 

job openings healthy and recent immigration influx 

effects waning.


Policy Effects: Trump’s policies, including tariffs and 

tax cuts, may create a modest net drag on GDP 

growth in 2025 before providing a roughly offsetting 

boost in 2026.

Macroeconomic Outlook

Global GDP growth exceeded expectations in 2024, mostly due to US outperformance. We see the global inflation 

moderation continuing into 2025, but at a slower pace. The resilience of US growth is another consistent theme this 

year, with Fed hikes failing to slow down consumption. The policy impact from Trump is expected to be modest 

though higher tariffs could impede progress. 2025 will also see other major economies continuing to lag the US.

Europe

Growth Challenges: Growth remains subdued, given 

consumer caution, high energy prices, and political 

uncertainty in France and Germany.


Policy Response: Trade uncertainty and tariffs are 

expected to weigh significantly on growth, along with 

fiscal consolidation, with the ECB expected to bring 

rates down towards 2%.

Japan

Reflating Economy: Japan’s economy continues to 

benefit from reflation, supported by improving 

corporate governance aligned with shareholder 

interests.


Policy Outlook: Further rate hikes by the BOJ are likely, 

due to rising prices and wages, though exact timing 

remains uncertain.

China

Slowing Growth: China’s GDP growth slowed to under 

5% in 2024, with the sharp divergence between strong 

exports and weak domestic demand (especially 

consumption), a still-weak property market, and the 

longest deflationary period since 1999.


Policy Pivot: Late 2024 stimulus measures seem to 

have stabilized activity. Greater clarity in policies is 

required, especially in boosting domestic demand. 

Policymakers face big challenges in putting the 

economy back on a path of sustainable growth.
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