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INVESTMENT OUTLOOK
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Macro & Policy Setup
At a Glance

* Base case: K-shaped divergence softens into a slow, uneven U-shaped broadening in 2026
(~50% to 60% probability).

* Why: supportive financial conditions + improving sentiment + front-loaded fiscal support;
layered policy tailwinds (Fed + fiscal + deregulation) with tariff drag easing into 2H26.

* Key risk: if re-coupling fails, K-shape persists (or worsens); recession tail risks via labour
slump or asset-market correction.

Key Themes

K-> U broadening?
* 50-60% chance of gradual labour/GDP re-coupling as hiring improves.
* Still slow/uneven: sticky US inflation 2.5-3%, labour constraints, business caution.

o Layered Policy Tailwinds
* Residual 2025 cuts + fiscal easing + pro-business deregulation = net tailwinds (even if only
1to 2 more cuts priced).
* Tariff headwinds fade into 2H26, improving confidence and scope for hiring to re-engage.

Fiscal Policy Becomes Central
* Fiscal expansion shifts to cushioning domestic demand against tariff drag (demand-

supportive focus).
* Europe/Japan pivot decisively (Germany scale comparable to post-reunification; Japan’s

largest supplemental budget in ~2 decades ex-pandemic).

o Central Banks: Still Easing
* Global easing continues but smaller than 2025; still supportive overall.
* US stays on an easing path; real rates likely near/slightly below neutral if inflation drifts
down gradually.

Key Signposts

* Hiring / labour demand: re-coupling vs continued divergence.

* Inflation path: does US inflation stay sticky 2.5% to 3% or drift lower?

* Policy delivery: follow-through on fiscal + deregulation; fewer cuts priced vs realised.
* Tariffs: drag easing into 2H26.
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Asset Class Implications & Positioning
At a Glance

* Most likely outcome: positive returns in equities + credit (Al investment + resilient earnings);
stay invested but disciplined.

* Main headwind: duration challenged by higher US risk premia / rising term premium; be
tactical on rates.

Key Themes

e Global Equities: Earnings-Led

* US & EM Asia led by Al/hyperscaler capex + semis supply chain scale; leadership stays in
growth/Al beneficiaries.

* Europe/Japan more cyclical rebound (industrials/financials/domestic demand) tied to
fiscal support; remain region-neutral.

e US Equities: Compounding through Volatility)
* Valuations/crowding imply volatility; corrections possible but hard to time.

* EPS growth (~13%) + policy support + Al capex underpin returns; buy dips/rebalance
rather than chase.

0 Bonds: UW Duration

* Even with cuts, deficits/issuance/deglobalisation keep the 10Y around ~4%; dips below
can be tactical.

* Rising term premium + weaker safe-haven function = duration needs more compensation;
manage tactically.

Credit: Constructive, Stay Quality
* Carry dominates: IG ~4.5%, HY ~7%; spreads supported in base case.
* Late-cycle pockets in lower-rated/private credit; stay liquid and focus on quality.

USD & Gold
* Trump-era policy mix + continued Fed cuts raise US risk premia and support USD
downside via diversification away from USD assets.

*» Same forces are structurally bullish for gold; near-term consolidation possible before
further upside (best-case toward 5,000).

@ Asian / China Tech

* Asia is the ‘picks & shovels’ backbone (semis, packaging, servers, robotics, power
electronics); value rises as Al is constrained by hardware/energy.

* Under-owned + valuation gap: ~20x vs ~28x US tech; position as a structural, patient
allocation.
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Global Tactical Asset Allocation

Sub-Asset Classes Comments

Equities
US/Canada « Positive returns are expected to be earnings-led rather than driven
Europe by valuation re-rating, with Al/hyperscaler capex underpinning the

US and Emerging Asia.

« Europe and Japan are positioned for cyclical rebounds tied to fiscal

stimulus, but high valuations and uneven macro favor a neutral

stance and a “buy dips, rebalance” discipline.

Asian tech is framed as a strategic backbone of the Al and re-

industrialisation cycle (manufacturing depth, rare-earth/refining

Asia ex-Japan capacity, and power infrastructure for Al scale).

o Despite geopolitical noise and US megacap dominance, it
remains under-owned and discounted, with multi-year
support from both China’s self-sufficiency push and US
reshoring initiatives.

Japan

Emerging Markets
Global Thematic Equities

Fixed Income

Developed Sovereign

Underweight US duration: higher term premia, deficits, and
supply keep long-end yields anchored, limiting the transmission
of Fed cuts to lower long rates.

Prefer quality credit: attractive yields and solid fundamentals
support income-heavy returns, while liquidity and credit quality
matter more as late-cycle risks rise in lower-rated/private
credit.

Developed Corp IG

Developed Corp High Yield

Emerging Markets Bonds

Alternatives

* Gold is viewed as in a multi-year uptrend supported by reserve
Gold diversification, geopolitics, and sticky inflation, with further

upside after any near-term consolidation
Hedge Funds -
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