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Macro & Policy Setup
At a Glance

* Base case: Gradual growth broadening in 2026, but uneven as Al-driven productivity weighs
on hiring.

* Why: Disinflation resumes (tariff effects fade; shelter and wages cool), giving central banks
room to keep easing while fiscal support stays in play.

* Key risk: A sharper labour slump or renewed geopolitical shocks could lift risk premia and
tighten financial conditions.

Key Themes
o Geopolitics: Venezuela shock, limited spillover
* Market impact contained: equities resilient, oil largely unchanged; gold a modest hedge.
* Bigger picture is higher geopolitical risk premia; favour diversification and strategic
assets.
* If stabilization progresses, incremental Venezuelan supply could become a slow-moving
disinflation tailwind; execution and timeline remain key risks.
e Al & Labour: near-term adjustment
* Job displacement risk broadens beyond tech as firms accelerate efficiency and cost
control.
* Watch hiring, unemployment and wages for signs weakness is feeding into demand.
* A “growth-without-hiring” phase is plausible as productivity rises faster than job creation,
before augmentation benefits broaden

e Disinflation: shelter + wages drive cooling
* Tariff-related inflation bump fades; underlying core inflation trends lower.
* Cooling rents and target-consistent wage growth should pull services inflation down.
* Shelter is the main swing factor: with new-lease rents ~1% y/y, housing inflation can
undershoot and pull core inflation lower

o Fed & policy: easing path, politics secondary
* Chair transition may shift messaging, but the consensus FOMC process limits abrupt
swings.
* Market impact depends more on Board composition (upcoming vacancies) than the Chair
change alone; voting tilt shifts are not automatic.
* Policy remains broadly supportive, even as long-end term premia normalise higher.
Key Signposts

* Labour market: payroll momentum vs productivity-driven displacement; unemployment
trends.

* Inflation: shelter disinflation and wage growth; tariff effects fading through 2026.

* Policy: pace of Fed cuts and Chair transition; fiscal follow-through.

* Geopolitics: spillover into oil/volatility; gold demand and risk premia.
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Asset Class Implications & Positioning
At a Glance

* Most likely outcome: Earnings-led gains in equities and carry-driven returns in credit; stay
invested and add on pullbacks.

* Main headwind: Long-duration government bonds pressured by rising term premium and
fiscal concerns; manage duration tactically.

Key Themes

Global Equities: modest, earnings-led upside

* Earnings resilience should drive returns; valuations limit multiple expansion; stay region-
neutral.

* EM equities remain structurally supported: still-discounted valuations plus Asia’s
leadership in semis/batteries support further rerating, especially in EM Asia.

* Al capex anchors US/EM Asia; Europe/Japan can recover on cyclical + fiscal support.

e US Equities: Al breadth, expect volatility
* Al momentum broadens, but high valuations/crowding mean higher volatility.
* Prefer quality Al enablers/compounders; buy pullbacks and rebalance.
* Al capex is largely cash-flow funded and leverage remains modest across major players,
reducing the risk of a debt-fueled boom/bust dynamic.

o Bonds: curve steepening, tactical duration
* Fed cuts anchor the front end; term premium and issuance keep the long end firm.
* Underweight duration structurally; add tactically on yield spikes.
» Steepening can continue: front-end yields have room to fall toward ~3% while long-end
yields stay structurally firmer (~4.0% to 4.5%).

e Credit: income-first, bias to quality
* Carry is attractive with elevated starting yields; fundamentals remain broadly healthy.
* Late-cycle risks argue for selectivity and a quality tilt; avoid weaker pockets.

e USD & Gold: diversification and hedging
* Policy uncertainty and diversification flows favour a softer USD over time.
* Gold stays constructive as a hedge; use dips to build positions.

@ Asia / China Tech: discounted rerating potential
* Chinarevivalis export- and tech-led; policy aims at domestic ‘core tech’.
* Asia tech valuations discount global peers; room to rerate if earnings deliver.
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Global Tactical Asset Allocation
Sub-Asset Classes UW N OW Comments

Equities

* Global stocks can rise modestly, mainly because earnings
should hold up; not because valuations get higher.

Al growth and big tech investment support the US and emerging
Europe Asia; Europe and Japan could improve with a cyclical rebound
helped by fiscal support.

Al innovation is broadening, and Asian tech (especially China) is
still priced well below global peers, leaving room for a valuation
catch-up if earnings and relevance improve.

With valuations already high and regions facing different macro
conditions, avoid big regional bets; stay neutral and add
selectively on pullbacks.

US/Canada

Japan

Asia & Emerging Markets

Global Thematic Equities

Fixed Income

Bonds are pressured by higher term premiums and fiscal
Developed Sovereign worries, which makes long-duration government bonds less
attractive even if the Fed cuts rates.

Rate cuts may not push long-term yields much lower, so
manage duration tactically rather than holding a large strategic
long-duration position.

Credit looks better for income, supported by higher starting
yields and solid fundamentals. Stay selective and lean toward
higher quality as late-cycle risks rise.

Developed Corp 1G

Developed Corp High Yield

Emerging Markets Bonds

Alternatives

* Gold’s role as a strategic hedge is amplified by central bank
reserve diversification, geopolitical tensions, and sticky

Gold inflation, with further upside possible after near-term
consolidation.

Hedge Funds -

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.
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