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Equities

Updates:

US: Broke record high on tariff de-escalation, 

dovish Fed, and OBBB-driven optimism.


Europe: Still leads the US YTD but has not 

regained Feb's record high.


Japan: >20% TOPIX rebound post-tariff pause; 

corporate reforms and buybacks support flows.


China: 20% MSCI China gain on stimulus, tech re-

rating, and improved geo-political sentiment.

Our View:

US: Neutral on slowing domestic demand and 

rising real yields.


Europe: Neutral, but look to Overweight on 

pullbacks. Prefer re-armament and domestic 

recovery cyclicals.


Japan: Neutral. Awaiting tariff clarity.


China: Neutral. More robust stimulus needed; 

focus on consumer tech.

Markets are clearly shrugging off Trump’s tariff revival, fully embracing a Goldilocks narrative fuelled by imminent 

rate cuts, tax breaks, and deregulation, while discounting the real risks of tariff-driven stagflation and global growth 

slowdowns. With global equities surging past record highs and valuations looking stretched, especially in the US, we are 

firmly maintaining a risk-neutral stance, as current conditions offer little justification for a decisive shift in positioning.

FX / Gold

Updates:

USD: Bearish positioning has eased but widening 

twin deficits a structural headwind.


Gold: Still a preferred hedge, supported by 

sustained central bank demand and strong ETF 

inflows.

Our View:

Gold: Add on dips below $3,200, with prices 

consolidating around the $3,300 level (could move 

in either direction in the near-term).

Rates

Updates:

Bull steepening likely as the market expects a 50 

bps cut in H2. Fiscal concerns may lift long yields.


Treasuries remain in demand, making near-term 

moves uncertain amid persistent structural issues.

Our View:

Maintain Underweight in government bonds and 

keep duration short.Credit

Updates:

Credit spreads have tightened further, with IG 

yields at 5%.


HY fundamentals stronger than past cycles, with 

downgrade risks rising if tariff shocks bite.

Our View:

Maintain Overweight on quality carry, while keeping 

duration short.


Stay Neutral on high all-in yields >7%.

CIO thoughts



US

The underlying trend of job growth shows a steady 

but moderating pace of employment gains.


Despite a minimal near-term fiscal boost due to tariff 

offsets, the OBBBA is set to lift gross debt levels 

sharply over the coming years.


The 9 Jul tariff deadline has been extended to 1 Aug, 

with Trump announcing higher tariff rates for 14 

countries unless new deals are reached. Sectoral 

tariffs are expected soon and will further increase 

the effective rate.

Macroeconomic Outlook

While the risk of large-scale US tariffs has diminished, trade policy uncertainty remains elevated. There is little 

evidence this has slowed global growth, with future activity and capex expectations rebounding. The muted impact 

reflects two factors: trade-exposed investment is a small share of GDP in most economies and global financial 

conditions have eased. Risks to H2 global growth will stem more from direct tariff effects than uncertainty itself.

Europe

Existing reciprocal 10% tariffs on EU exports to the US 

are expected to remain in place and would reduce 

Euro-Area GDP by 0.4% from baseline levels.


If the US imposes tariffs targeting the pharma sector, 

this will result in an additional 0.3% reduction.


If tariffs escalate from 10% to 50% on nearly all EU 

exports, this will result in a severe 1.4% GDP contraction.

China

The V-shaped rebound in US-bound container 

shipments from China illustrates the rapid resumption 

in activity from Chinese exporters once the 90-day tariff 

pause commenced.


A 40% tariff on goods 'trans-shipping' through Vietnam 

could be extended to China after the pause ends, 

posing additional downside for export volumes.


The notable improvements in the manufacturing PMI 

suggests that the tariff pause reinvigorated trade flows, 

in addition to restoring business sentiment.
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