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Key Themes
Reflation persists, but higher rates are the new constraint
• Economic activity remains resilient, supported by healthy corporate profits and the continuing AI 

investment cycle.
• Inflation is becoming more shock-driven as energy and supply disruptions interrupt disinflation.
• Nominal growth supports equities, but less-accommodative policy limits valuation expansion.
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Oil's shock absorber is weakening
• Global inventories have fallen about 290m barrels since March as disrupted flows tighten supply.
• Resilient Asian demand is absorbing available barrels while market pricing remains relatively 

benign.
• Further escalation could trigger a disproportionate rise in oil, inflation expectations and volatility.
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A divided Fed is likely to remain on hold
• 3 FOMC members favoured a 25bp hike, but higher market yields are already tightening 

conditions.
• July payrolls fell by 23,000 and prior months were revised lower, signalling softer labour demand.
• Base case: an extended pause through 2026; another hike remains a risk scenario.
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• Base case: Growth and earnings remain resilient, but higher terminal rates and real yields now cap 
valuation expansion.

• Why: AI investment and positive earnings revisions support nominal growth, while softer payrolls 
keep the Fed on hold.

• Key risk: An oil shock, inflation re-acceleration or renewed AI de-risking could lift yields and tighten 
financial conditions.

Higher-for-longer real yields favour carry over duration
• Fiscal deficits and investment in AI, energy security and supply-chain resilience are increasing 

competition for capital, helping to keep real yields elevated.
• With long-run inflation around 2.0% to 2.5%, 10-year Treasury yields may settle near 4.5% to 5.0%.
• Prefer quality carry and short-to-intermediate maturities over long-duration sovereign bonds.
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At a Glance

Key Signposts

• US labour and the Fed: whether further labour-market softness is enough to keep the Fed on hold 
despite lingering inflation concerns

• Oil inventories and routes: whether visible stocks continue to fall or disrupted export flows begin 
to normalise.

• Inflation pass-through: whether energy and supply shocks feed into broader input costs and 
expectations.

• Long-end yields: whether fiscal pressure, issuance and term premia keep yields elevated.
• Earnings revisions: whether the US and Asia ex-Japan continue to lead the global profit cycle.
• AI monetisation: whether cloud growth and backlog conversion improve visibility on returns from 

capex.
• AI market structure: whether leverage, crowded trades and ETF flows amplify another bout of 

semiconductor volatility.
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Equities remain earnings-led, but rates cap the upside
• Global earnings revisions remain unusually positive, led by the US and Asia ex-Japan.
• Profits can keep equities moving higher, but elevated real yields make the path more volatile.
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The AI pullback reflects de-risking rather than deteriorating fundamentals
• Crowded trades, leveraged ETFs and hedge-fund de-risking amplified the semiconductor sell-off.
• Hyperscaler capex, cloud demand and expanding backlogs still validate the underlying cycle.
• Elevated expectations leave AI vulnerable to periodic resets even when fundamentals remain 

intact.
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AI leadership is broadening from buildout to monetisation
• AWS, Azure and Google Cloud grew 37%, 43% and 82% YoY respectively; combined backlog 

reached about US$1.6tn.
• Investors are shifting from adoption to monetisation, cash flow and capital discipline.
• Cybersecurity is emerging as a distinct beneficiary; favour diversified exposure across the AI 

stack.
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Asia offers relatively better risk-reward than the US
• Maintain a slight Asia overweight, offset by a slight US underweight.
• North Asian technology, selected Chinese internet and policy beneficiaries offer better breadth 

and valuation.
• Europe, Japan and global thematic equities remain neutral.
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Gold remains strategically supported, but rates are the swing factor
• Lower yields and a softer dollar triggered the rebound, while positioning and technical buying 

extended the move.
• Central-bank purchases strengthen the floor, with US$4,000 emerging as a support zone.
• Accumulate on pullbacks rather than chase momentum after sharp advances.
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Portfolio construction favours carry, quality and dry powder
• Keep equities and fixed income neutral; overweight Asia and investment-grade credit.
• Underweight the US, developed sovereign bonds and hedge/alternative funds; hold more cash.
• Keep gold neutral and use selective commodities as shock absorbers.
• Prioritise quality earnings, visible cash flows and disciplined risk management.
• Use volatility to add selectively rather than chase momentum.
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• Most likely outcome: Resilient earnings support risk assets, but higher-for-longer yields and periodic 
shocks create a bumpier, more selective path.

• Implementation bias: Stay neutral on equities and fixed income; overweight Asia and investment-
grade credit, underweight the US and sovereign duration, and hold more cash.

At a Glance

Key Themes
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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 • Earnings revisions support equities, but higher real yields limit 
multiple expansion.

• Prefer Asia & EM for stronger earnings breadth and more 
reasonable valuations; remain selective in the US.

• Favour quality earnings and diversified AI exposure; add on 
volatility rather than chase momentum.

Europe

Japan

Asia & EM

Global Thematic Equities

Fixed Income

Developed Sovereign • Higher real yields and term premia reduce the appeal of long-
duration sovereign bonds. 

• Prefer high-quality carry in short-to-intermediate maturities and 
selective investment-grade credit. 

• Credit fundamentals remain supportive, but tight spreads leave 
limited cushion against shocks.

Developed Corp  IG

Developed Corp High Yield

Emerging Markets Bonds

Alternatives

Precious Metals

• Gold remains strategically supported, but higher rates are the 
key near-term risk. 

• Tactically neutral, but strategically constructive; accumulate on 
pullbacks rather than chase sharp advances.

• Use selected commodities as shock absorbers, not as short-term 
geopolitical bets.

Hedge / Alternative Funds
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