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Markets are navigating an unusual phase where both risk-on and risk-off assets are hitting record highs, a 
reflection of policy liquidity rather than pure fundamentals. Abundant global liquidity – further fuelled by 
expectations of US rate cuts – remains the dominant force driving valuations across equities, bonds, gold 
and cryptos alike. This liquidity tide blurs traditional distinctions between refuge and risk, creating the 
illusion of resilience even as positioning looks stretched. While market fatigue is evident after a strong run, 
the policy backdrop still argues for staying invested, not retreating. We therefore maintain a Neutral stance 
on risk assets, recognizing that liquidity and geoeconomics – not just growth or earnings – will dictate 
market direction from here. Vigilance on these twin drivers will be key to navigating what is increasingly a 
liquidity-defined, politically-shaped investment landscape.

Overview

Top of Mind

Is the AI Rally Becoming Circular – and 
Bubbly?
• AI momentum now feeds on itself. Rising 

capex, profit upgrades, and investor FOMO 
reinforce one another, amplifying valuations 
across the ecosystem.

• Sustainability depends on real earnings 
delivery. As AI themes spill into industrials and 
semis, fundamentals must catch up to 
narrative; we stay constructive but vigilant on 
excess.

Has Liquidity Been the Market’s Ultimate 
Driver?
• Liquidity remains the common denominator 

of returns. Ample cash, fiscal support, and 
easing expectations continue to inflate 
valuations across asset classes.

• Market resilience rests on policy flow, not 
growth. As long as liquidity expands, volatility 
stays contained—but withdrawal could quickly 
test risk appetite.

Can Geoeconomics Explain the Risk-On / 
Risk-Off Paradox?
• Politics now shape markets more than data. 

Industrial policy, trade barriers, and fiscal 
activism distort yield curves and asset 
correlations. 

• Investors must think like strategists, not 
economists. Pricing now reflects political 
intent as much as fundamentals; portfolios 
need a geopolitical lens.

Gold Is Stretched – But Does It Still Deserve a 
Strategic Place?
• Liquidity and debasement trades keep gold 

bid. Fiscal deficits and rate-cut expectations 
sustain demand across investors and central 
banks.

• Valuations extended but role unchanged. 
With gold near records, rebalancing is prudent, 
yet it remains a core hedge against policy error 
and currency dilution.

How Can Risk-On and Risk-Off Assets Both Be 
at Record Highs?
• Liquidity has blurred traditional market 

boundaries. Equities, bonds, and gold rise 
together as capital chases scarce yield and 
perceived safety.

• Policy rather than fundamentals drives 
correlations. When governments and central 
banks flood liquidity, both risk and refuge 
assets can thrive simultaneously.

Could the US Government Shutdown Derail 
the Bull Run?
• Markets remain unfazed by fiscal gridlock. 

Past shutdowns have proven noise for risk 
assets as liquidity offsets lost confidence.

• But persistent dysfunction erodes 
credibility. Prolonged stalemates could revive 
fiscal risk premiums – something markets are 
too complacent about today. We stay 
watchful.
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The global macroeconomic backdrop in Q4 2025 features resilient US growth despite softer labor market 
conditions and supportive equity-driven wealth effects, with household net worth rising to record highs and 
boosting consumption. US government shutdowns pose temporary headwinds, but activity typically 
rebounds strongly once resolved, and soft data may overstate short-term weakness. Japan’s likely new PM 
emphasizes strategic fiscal expansion and accommodative monetary policy, deferring rate hikes and 
targeting support for low- to middle-income households. The ECB’s steady stance, with potential easing in 
2026, reflects subdued eurozone growth and moderating inflation, though downside risks from tariffs and 
demand persist. 

Overview

US
• Softening labour market conditions: In 

the absence of the monthly nonfarm 
payrolls report, alternative tightness 
indicators suggest the jobs market is 
considerably less tight than during 2018-
2019, while layoff activity has not picked up 
significantly despite softer hiring.

• Economic resilience: Despite softer job 
growth, traditional recession signals are 
absent: financial conditions have eased by 
about 20 basis points in September, and 
both forward-looking surveys and jobless 
claims remain solid, supporting a resilient 
macro backdrop.  

• Wealth-driven consumption boost: 
Household net worth as a share of 
disposable personal income has increased 
to near all-time highs, driven by higher 
equity prices with wealth effects projected 
to boost annualized consumption growth by 
approximately 0.2 percentage points over 
the next year.

• Economic impact of US government 
shutdown: Multi-week US government 
shutdowns cause a temporary drop in 
federal consumption and investment, 
sharply reducing spending in the shutdown 
quarter but usually rebounding after 
reopening. Each shutdown week cuts 
quarterly GDP growth by about 0.11 points, 
with recovery following in the subsequent 
quarter.

Europe
• ECB policy stance: The ECB is currently in 

on-hold mode as growth is subdued but 
broadly in line with expectations; Its 
communication tone has moved toward 
neutral.

• 2026 downside risks linger: Potential US 
tariff effects, weaker external demand and a 
stronger euro could push inflation below 2%, 
raising odds that the ECB reassesses and 
considers easing if new data confirm 
economic weakness.

Japan
• Fiscal agenda shift: PM-elect Takaichi is 

expected to pursue a proactive, pro-growth 
fiscal policy focused on boosting 
employment and incomes through increased 
government spending, potentially expanding 
defense budgets and targeting tax breaks and 
grants for low- to middle-income households.

• Impact on monetary policy: Takaichi’s 
alignment with reflationary fiscal policy and 
accommodative monetary settings leads to a 
lower probability of an immediate Bank of 
Japan rate hike, likely deferring tightening 
until at least early 2026, despite persistent 
inflation above the BOJ target.
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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
Anticipated 100bps of Fed cuts by 2026 remain supportive, though 
near-term technicals are extended. Maintain Neutral.

Europe
Politics still a swing factor but may offer opportunity. Stay Neutral, 
with selective bias to dividend and quality growth.

Japan
Solid results, deepening governance reforms, and a still-soft yen 
supports competitiveness. Remain Neutral but Constructive.

Asia ex-Japan
Korea, Singapore, and China are adopting Japan-style governance and 
capital return reforms. Remain Neutral but Constructive.

Emerging Markets

Global Thematic Equities

Fixed Income

Developed Sovereign
Trump’s desire for lower yields may backfire if interference is seen as 
inflationary. Maintain Underweight and stay short in duration.

Developed Corp  IG With spreads near cycle lows, carry dominates total returns; favour 
higher-quality credit and short-duration exposure. We remain 
Overweight IG and Neutral HY.Developed Corp High Yield

Emerging Markets Bonds

Alternatives

Gold
At near-record levels, tactical consolidation is possible. Structural 
demand keeps gold strategically relevant.

Hedge Funds
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