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Global markets are walking a fine line between softer growth signals and strong policy support. The weak 
US jobs report reinforced Fed cut expectations and extended the Goldilocks narrative, though risks linger if 
inflation stays sticky. Bond markets reflect the tension: short-end yields track policy easing, long-end yields 
test fiscal credibility, and the 10-year sits in the middle. Gold’s record highs underscore hedging demand, 
while China’s liquidity rally needs earnings and reforms to sustain momentum. Europe looks structurally 
unattractive amid political and fiscal fragility, while Japan remains resilient with earnings strength and 
governance reforms intact despite PM Ishiba’s resignation. We remain risk neutral in stance.

Overview

Top of Mind

Weak US Labour Market – Goldilocks Intact or 
Cracks Emerging?
• Soft but not decisive: Payrolls rose only 22k 

and unemployment hit 4.3%, yet August data is 
often revised up, keeping investors cautious 
about overreacting.

• Fed put anchors sentiment: Markets priced a 
25bp September cut; weak enough to justify 
easing, not collapse. The balance is fragile, but 
the Fed still has room to act if the slowdown 
deepens.

Surging Long Bond Yields – Canary in a 
Coalmine?
• Bond vigilantes are back. Long-end yields 

have surged across the US, UK, Europe, and 
Japan, reflecting fiscal anxieties and waning 
demand. The UK gilt market is already flashing 
early stress.

• Cycle vs. structure. The broader economic 
headwinds from elevated long-end yields 
appear manageable as long as intermediate 
yields e.g., 10-year stay contained and 
financial conditions remain benign – a 
scenario made more likely with Fed cuts 
ahead.

China’s Liquidity Rally – Flows Can Start It, 
Earnings Must Sustain It
• Rally powered by liquidity. Risk premia 

compression, household reallocation, and light 
positioning have driven gains, but earnings 
revisions remain muted.

• Constructive but selective. Sustainability 
requires reforms and more stimulus. We favour 
policy-aligned sectors and companies with 
superior, sustainable earnings trajectories.

Gold at Record Highs – Safe Haven or Bubble 
Risk?
• Supportive drivers in play. Fed cut 

expectations, a weaker dollar, and central 
bank buying have propelled gold past 
US$3,600, with political and policy risks adding 
to demand.

• But pace looks stretched. Momentum flows 
and speculative interest hint at froth. We 
remain constructive longer term but will not 
chase the rally — overshooting could bring 
short-term corrections.

Europe: Political Chaos, Fiscal Decay, Lack of  
Growth Story
• Fragility exposed. French PM’s resignation 

underscores political dysfunction and fiscal 
stress, while Europe lacks a coherent strategy 
to face US tariffs and geopolitical shifts.

• No reallocation case. With weak growth, 
limited innovation, and persistent fragility, 
Europe remains unattractive for long-term 
capital though valuations are supportive.

Japan After Ishiba – Resilient Drivers Mitigate 
Political Noise
• Supports intact. History shows LDP transitions 

rarely derail markets. Earnings upgrades, 
governance reforms, BOJ gradualism, foreign 
flows, and a weak yen continue to underpin 
performance.
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We enter the last four months of 2025 with a mixed backdrop: investment and productivity tailwinds persist 
even as labor markets soften and inflation dynamics diverge across regions, leaving growth resilient but 
uneven across major blocs. In the US, softer recent employment readings and a more cautious Jackson 
Hole tone have nudged the Fed toward an easier stance, with markets now anticipating the start of rate cuts 
and a gradual  easing path extending into 2026. Europe’s momentum is steady but constrained by sticky 
underlying inflation and a patient central bank posture, while China shows tentative stabilization as 
domestic activity firms despite external trade frictions

Overview

Global
• Global economic data shows a divergence, 

with strong capital expenditure (capex) growth 
accelerating to about 6% annualized while 
global employment growth has dropped 
sharply to just 0.5%.

• While survey-based global PMI has 
rebounded, this optimism is at odds with 
deteriorating US labor conditions, as wage 
income growth slows and inflation squeezes 
household purchasing power.

US
• The US labor market is cooling, with weak 

August nonfarm payroll gains (+22k), rising 
unemployment (4.3%), and declining private-
sector hours worked, highlighting increasing 
slack and fragility.

• Markets are pricing in a more aggressive Fed 
easing path, with expectations for nearly 
three Fed rate cuts by end-2025 and up to six 
by end-2026, spurred by the softer jobs data 
and dovish messaging from Jackson Hole.

• Despite softer near-term growth, US GDP 
prospects remain healthy as robust 
productivity gains—fueled by AI—are 
expected to sustain or boost long-term 
economic momentum and offset labor 
market weakness.

Europe
• Euro area core inflation remains 

persistently sticky, with core inflation stuck at 
2.5% annualized and services inflation 
elevated, reflecting more persistent price 
pressures than anticipated despite easing in 
core goods and currency strength.

• Economic growth is resilient but lacks clear 
momentum, with the composite PMI steady at 
51.0 (implying GDP growth of 1.1% per year); 
the ECB is in "wait and see" mode given 
ongoing inflation stickiness and mixed near-
term fiscal drivers.

China
• Despite a sharp 33% drop in exports to the US 

due to higher tariffs, China's total exports still 
grew 4.4% year-on-year in August 2025, 
helped by shifting to new markets and 
benefiting from deflation-driven 
competitiveness.

• Both the official NBS and private RatingDog 
manufacturing PMIs improved, crossing into 
expansion territory, with robust export orders 
and the highest non-manufacturing PMI 
readings this year, indicating a modest but 
ongoing economic recovery in China.
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Disclaimer
This document was produced by HP Wealth Management Singapore Pte Ltd (“HPWM”) for general information purposes only. Unless otherwise 
stated, the views, predictions, statements, figures, graphs and other information included in this material are subject to change without notice.

This document is not intended as a solicitation, recommendation or investment advice with respect to any securities or financial products. Any 
prediction, projection, forecasts or past performance is not indicative of future performance or results.

Whilst the contents of the material are believed to be correct and not misleading, no representation is made to that effect. To the maximum 
extent permitted by law, HPWM, its officers, employees, agents and advisors does not make any warranty, express or implied, as to the 
currency, accuracy, reliability or completeness of the information in this presentation or that the information is suitable for your intended use 
and disclaim all responsibility and liability for the information (including, without limitation, liability for negligence). This material may not be 
copied, re-distributed or reproduced in whole or in part without the prior written permission of HPWM.

By accessing this material, you represent to HPWM that you are an institutional investor or accredited investor (as defined by the Securities and 
Futures Act 2001) (the “SFA”), or representative of one and that neither you nor the entity you represent will directly or indirectly disseminate the 
information in this presentation to other category of investors. HPWM is exempt from complying with certain requirements under the Financial 
Advisers Act 2001 of Singapore (the “FAA”) and the relevant FAA regulations, notices and guidelines issued by the Monetary Authority of 
Singapore (“MAS”) in respect of the financial advisory services which we may provide to you, as you are classified as a certain class of investor 
under the laws and regulations in Singapore. If you are an accredited investor, please be informed that in our dealings with you, we are relying on 
certain exemptions to the FAA - (1) the exemption in Regulation 33 of the Financial Advisers Regulations (“FAR”), which exempt us from 
complying with Section 34 of the FAA on obligation to disclose product information to clients; (2) the exemption in Regulation 34 of the FAR, 
which exempts us from complying with Section 36 of the FAA on recommendations by financial advisors; and (3) the exemption set out in 
Regulation 35 of the FAR, which exempts us from complying with Section 45 of the FAA on disclosure of certain interests in securities.

Global Tactical Asset Allocation
Sub-Asset Classes UW N OW Comments

Equities

US/Canada US remain buoyant, driven by strong earnings and AI-led capex 
themes, despite emerging labour market weakness. Market 
sentiment remain positive on rate cuts expectations.

Europe Markets are expected to remain range-bound; a neutral allocation 
is prudent amid fiscal and policy uncertainty.

Japan Despite political uncertainties, we believe Japan’s equity resilience 
is underpinned by reform momentum and governance 
improvements.  

Asia ex-Japan Macro and political divergence across the region calls for selective 
exposure and a neutral overall positioning. Constructive on China 
and Singapore

Emerging Markets

Global Thematic Equities

Fixed Income

Developed Sovereign Long bond yields up on fiscal dynamics. Treasury notes cushioned 
by Fed cuts expectations. US 10-year at 4% is not attractive.

Developed Corp  IG Spreads are tight but carry remains strong. Prefer quality IG with 
short duration on strong fundamentals and Fed cuts expectations.

Developed Corp High Yield Tight valuations amid a slowing economy though Fed easing may 
cushion near-term spread widening.

Emerging Markets Bonds

Alternatives

Gold Sharp rise in Gold above 3600 warrants caution. However, longer-
term conviction for higher prices remain. Support seen at 3495.

Hedge Funds
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