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At a Glance

* Base case: Global growth remains resilient but policy flexibility is narrowing. Macro outcomes are
becoming more dispersed as energy and geopolitics take centre stage.

* Why: Underlying demand remains supported by still-healthy consumption, ongoing fiscal
suppport and corporate balance sheet resilience, while policy flexibility is constrained by
energy-driven inflation risks, leading to growth resilience alongside tighter financial conditions and
higher cross-asset dispersion.

* Key risk: A prolonged oil shock that embeds higher inflation expectations, tightens financial
conditions and raises stagflation risk, particularly for energy-importing regions.

Key Themes

0 Geopolitical shock: duration, not resolution, is the market variable
* The Iran conflict has evolved into a multi-party regional war, materially increasing the risks of
unintended escalation and second-order macro effects.
* Markets are weighing multiple plausible endgames, none of which implies a rapid return to
pre-conflict stability.
* As a result, risk premia are being embedded across energy, FX and regional assets as investors
price in prolonged uncertainty rather than a decisive resolution.

e Strait of Hormuz: from vulnerability to active macro transmission channel
* Roughly 20-30% of global seaborne oil and ~20% of LNG flows through Hormuz, with limited
near-term substitution.
* Disruption is occurring via insurance withdrawal, freight cost spikes and operational risk aversion
rather than formal closure.
* This is tightening near-term energy supply and embedding persistent geopolitical risk premia into
globalinflation and policy expectations.

e Energy shock transmission: oilis only the first derivative
* Oil is a foundational input across logistics, manufacturing, agriculture and consumer supply
chains.
» Sustained price elevation propagates beyond headline energy inflation into margins, growth and
financial conditions.
* While economies are less energy-intensive than in the 1970s, today’s higher inflation sensitivity
raises second-order risks if disruption persists.

Key Sighposts

* Duration and intensity of the Iran conflict

* Oil price levels and persistence

* Insurance and freight market stress around key chokepoints
* Inflation expectations and central bank reactions
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Asset Class Implications

o Equities: resilience, but rising vulnerability to second-order effects
* Equity markets have only partially repriced geopolitical and energy risks.
* Elevated valuations leave markets more vulnerable if disruption proves persistent.
* Quality, pricing power and earnings visibility matter more than broad beta exposure.

e Credit - Public Markets: resilient but not fully repriced
* Public IG and HY spreads remain broadly contained, consistent with markets pricing geopolitical
risk as largely transitory.
» Strong starting fundamentals and supportive technicals continue to anchor spreads, limiting
near-term stress.
* Vulnerability would rise if energy disruption proves prolonged and feeds through to inflation
expectations and funding costs

e Private Credit: the pressure point
 Stress is becoming more visible through higher defaults, redemptions and refinancing pressure,
particularly in growth-oriented segments.
* Delayed monetary easing and rising input costs from higher energy prices are compressing
borrower cash flows and debt service capacity.
* Illiquidity and valuation opacity amplify downside risk relative to public markets if macro
conditions deteriorate.

e FX & Commodities: risk-off dynamics dominate near term
» USD strength persists during periods of geopolitical stress.
* Commodities, particularly energy, remain supported by supply disruption.
* Gold’s behaviour is less linear, reflecting the interaction of real yields, positioning and safe-haven
demand.

e Al: structural, but temporarily secondary
* Al remains a long-term structural theme, but near-term market focus has shifted to geopolitics
and oil shocks.
* Agent-based Al is accelerating dispersion across sectors rather than supporting blanket re-rating.
* Prefer diversified Al exposure over concentrated single names.

At a Glance

* Most likely outcome: Volatility-driven returns with wider dispersion. Portfolio outcomes increasingly
depend on selectivity, quality and risk management rather than market direction.

* Main headwind: Sustained energy-driven inflation delaying policy easing and lifting term and risk
premia
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Global Tactical Asset Allocation
Sub-Asset Classes UW N OW Comments

Equities

 Structural underweight US equities due to elevated valuations.

US/Canada

We recognise that US benefits tactically from safe-haven flows,
Europe stronger balance sheets and energy insulation during acute stress

* Overweight EM/Asia on still compelling valuation. We view

Japan recent EM and Asia underperformance as transitory rather than a

deterioration in medium-term fundamentals.
EM including Asia Pac ex- + Medium-term upside supported by stronger
Japan balance-of-payments positions, supply-chain diversification

and domestic demand growth, despite near-term volatility.
Global Thematic Equities

Fixed Income

* Underweight duration as energy-driven inflation risk and
elevated term premia reduce the reliability of bonds as portfolio
diversifiers.

* Policy easing remains uncertain, keeping curve volatility
elevated in a supply-shock environment.

* Preference for shorter-dated, high-quality and liquid credit to

capture carry, with flexibility to add duration if growth risks
Emerging Markets Bonds dominate.

Alternatives

* Gold has exhibited higher volatility and less stable correlation
with risk, reflecting the interaction of safe-haven demand, real

Precious Metals yields and positioning rather than a pure hedge function.

* Maintain a neutral allocation to gold, with a view to add
opportunistically during periods of heightened volatility.

Developed Sovereign
Developed Corp 1G

Developed Corp High Yield

Hedge Funds/Others
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This document is not intended as a solicitation, recommendation or investment advice with respect to any securities or financial products. Any
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Whilst the contents of the material are believed to be correct and not misleading, no representation is made to that effect. To the maximum
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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
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