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Equities

In the fourth quarter of 2024, highlighted by Donald Trump's Presidential election
win, global markets were generally volatile. The MSCI AC World Index fell -0.9%.
Developed markets outperformed emerging markets, primarily due to the positive
performance of US equities. The MSCI USA Index rose 2.8%, benefitting from the
strong post-US election sentiment, a still robust US labor market, and still resilient
US economic data overall. With the exceptions of Taiwan (+3.4% in USD terms)
and Singapore (+3.2% in USD terms), other regional markets generally faced
challenges primarily due to concerns about trade tariff implications and concerns
over global trade. The MSCI Europe Index (USD) fell -9.7%, given uncertainties in
economic policies and political events, in addition to trade concerns. The MSCI
Emerging Market Index declined by -7.8% (in USD terms) and the MSCI China
Index declined -7.7% (in USD terms) as Trump 2.0 increased likelihood of trade
tensions. South Korea’s equity market struggled, weighed by political uncertainty
stemming from the martial law crisis.

Q4 2024: Quarterly Market Recap
Markets experienced volatility stemming from Trump’s victory, inflation, and geopolitical tensions

Global Equities: Q4 2024 Performance Global Fixed Income: Q4 2024 Performance

Fixed Income

During the quarter, global government bonds generally declined, coinciding with a
notable increase in US Treasury yields, notwithstanding two 25-basis point (bp)
cuts in the federal funds rate to a target range of 4.25% to 4.50%. The yield on the
2-year US Treasury notes rose +59 bps to approximately 4.25%, while the yield on
10-year US Treasury notes rose +77 bps to around 4.58%. Against this backdrop,
the Bloomberg Global Aggregate Index declined -5.1% while the ICE BofA US
Treasury Index declined -3.3%. In the credit markets, high yield bonds fared better
than their more interest rate sensitive investment-grade counterparts, buoyed by
expectations of business-friendly policies under Trump 2.0. Strong demand for US
high yield bonds, in particular, caused spreads to tighten to historical lows. The JP
Morgan EMBI Global Diversified Index, a proxy for USD-denominated EM bonds,
returned -1.9%.
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Data source: Eastspring Investments; MSCI; LSEG Datastream. Performance data is provided as of 31 December 2024. Equity returns are referenced by the respective MSCI market indices quoted in USD (gross total
returns). Exceptions are the “US Growth (S&P 500)” and “US Value (S&P 500)”, which are represented by the S&P 500 Growth (TR) Index and S&P 500 Value (TR) Index, respectively. “DM Equities” is represented by the MSCI
World Index. The fixed income markets are represented as follows: “Asia High Yield Credit”: J.P. Morgan Asia Credit Non-Investment Grade Index, “Global High Yield Credit”: ICE BofA Global High Yield Index, “Asia Credit”: J.P.
Morgan Asia Credit Index, “US High Yield Credit”: ICE BofA US High Yield Constrained Index, “Asia Investment Grade Credit”: J.P. Morgan Asia Credit Investment Grade Index, “Emerging Markets (EM) Debt”: J.P. Morgan EMBI
Global Diversified Index, “US Treasuries”: ICE BofA US Treasury Index, “US Investment Grade Corporate Bonds”: ICE BofA US Corporate Index, “US Aggregate Bonds”: Bloomberg US Aggregate Index, “Global Credit”: ICE BofA
Global Credit Index, and “Global Aggregate Bonds”: Bloomberg Global Aggregate Index.
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Currencies

During the quarter, the broad-based U.S. dollar index (DXY) strengthened by 7.7%,
against a basket of six major currencies, marking the largest quarterly gain since
the first quarter of 2015. Trump’s victory increased concerns about the
inflationary impact of his economic plans, which in turn may limit the Federal
Reserve’s (Fed) ability to pursue a more accommodative monetary policy stance.
As a result, rising US Treasury yields during the quarter contributed to the broad
dollar strengthening.

Apart from the Hong Kong dollar, major currencies generally experienced broad-
based weakening against the USD, weighed by Trump's tariff threats and trade
implications amongst other factors. Within Asia, the Korean won fell 10.8%, driven
by a weaker economic outlook, and political uncertainty. The Chinese yuan
depreciated 3.8% due to the widening interest rate differential with the US and
anticipated restrictive trade policies. China pledged an "appropriately loose"
monetary policy to improve investor sentiment. The Indian rupee weakened as
non-deliverable forwards and currency futures matured, increasing dollar
demand and prompting panic buying by importers.

Currencies (vs. USD): Q4 2024 Performance Commodities: Q4 2024 Performance

Commodities

During the quarter, the S&P GSCI Index, a benchmark for investment in the
commodity markets, gained 3.8%. The energy and livestock sub-sectors
performed particularly well, while the precious metals and industrial metals sub-
sectors recorded a decline in value during the same period, with the latter
experiencing a -7.5% loss.

The industrial metals sector witnessed a decline in value, primarily led by the
nickel and copper sub-components. Nickel's price drop was due to an ongoing
supply glut, particularly with Indonesia's production output remaining high.
Copper prices were weighed down by doubts about the strength of China's
economic recovery.
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Source: LSEG Datastream; S&P Global. Performance data is provided as of 31 December 2024. For the “Currencies (vs. USD)” chart, the currency performances for the respective currencies are
based on the closing spot rates (versus the USD), as calculated by Refinitiv. For the “Commodities” chart, please note the following. Crude Oil: S&P GSCI Crude Oil Index, Energy: S&P GSCI
Energy Index, Livestock: S&P GSCI Livestock Index, Gold: S&P GSCI Gold Index, Precious Metals: S&P GSCI Precious Metals Index, Agriculture & Livestock: S&P GSCI Agriculture and Livestock
Index, Non-Energy: S&P GSCI Non-Energy Index, Agriculture: S&P GSCI Agriculture Index, and Industrial Metals: S&P GSCI Industrial Metals Index.
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Inflation

The US core Consumer Price (CPI) Index data for December 2024 showed positive
progress, with shelter inflation - a notable portion of the core CPI basket -
showing its smallest annual increase since January 2022. Though the trend is
encouraging, we acknowledge that the potential inflationary impact of Trump’s
various policies - especially tariffs - remains uncertain over both the short- and
long-term. We believe that US inflation has generally been on a downward
trajectory overall, especially compared to the reflationary first quarter of 2024.

Meanwhile, in other developed market economies, disinflationary forces likely
remained intact in the United Kingdom and Canada, while in Japan, the Bank of
Japan (BoJ) is closely monitoring higher imported costs (due to weaker yen) and
the possibility of wage hikes. To detect any signs of a reacceleration in inflation,
we are closely monitoring labour market conditions and wage growth trends.
Additionally, we remain mindful of any potential supply-side driven inflation risks
that may arise from escalating geopolitical tensions.

Macro Outlook
Trump 2.0 policies to present challenges (and uncertainty) to “U.S. exceptionalism” in 2025 

Global Purchasing Managers’ Index (PMI)

Source: S&P Global; J.P. Morgan; LSEG Datastream. Data is as of end of December 2024.

Citi Inflation Surprise Index (United States and G10 Countries)

Source: LSEG Datastream; Citigroup. Data is as of 31 December 2024.

Eastspring Investments – Investment Outlook Q1 2025: "Trump 2.0: A test of market and economic resilience”

Growth

The J.P. Morgan Global Composite PMI Output Index has remained above the '50'
boom-bust line for fourteen consecutive months, indicating ongoing global
economic expansion. In 2024, the global economy exceeded expectations with
strong growth driven by resilient consumer spending and business investments,
plus a growing demand for Artificial Intelligence and Information Technology-
related products. The services sector outpaced the manufacturing sector, as
anticipated tariffs under the Trump administration weighed on the manufacturing
sector.

The US economy continued to be a key driver of global growth and had displayed
its “exceptionalism” throughout 2024. Despite relatively high US real yields, as
indicated by the 10-year US Treasury Inflation Protected Securities (TIPS) market
and inflation often exceeding the Fed's 2% inflation target, the US economy
demonstrated remarkable resilience on the back of a robust consumer base. At
this juncture, assuming the US economy continues to operate above potential, the
odds of a no-landing scenario (i.e., continued overheating) have increased.
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Assessment of Key Risks – Inflation, China, and Geopolitics Remain in Focus 

Data source: Eastspring Investments (Singapore) Limited. Views are as of 31 December 2024. The information provided here is subject to change at Eastspring’s discretion 
without prior notice.
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Key Areas Likelihood
Magnitude of 

Negative Market 
Impact

The probability of a resurgence of inflation has increased. Inflationary risks will persist in 2025 given a still 
resilient US economy, the continued strength in the labour market, in addition to Trump’s pro-growth and 
deregulation policies. There is a chance Trump may give more importance to tariff and immigration policies than tax 
cuts, given some discretion and multiple pathways to enact shortly after taking office. To this end, the order in which 
these economic policies are implemented will play a vital role in determining their impact on growth and inflation 
overall. Tariffs can potentially have a negative impact on the economy by increasing the risk of re-accelerated inflation 
and/or stagflation, and as such has the potential to disrupt the Fed’s easing cycle. Therefore, we will keep a close eye 
on the progress and clarity (and sequencing) of Trump's upcoming policies, although it may take some time to gain 
more clarity on the details.

China’s growth slowdown (and its drag on global growth) may continue for longer. Looking ahead, should the US 
economy experience a notable slowdown, global growth will likely lose a crucial driver of global demand, which China 
may not be capable of replacing immediately. Despite the recently announced stimulus measures, China, given its still 
weak domestic demand conditions and weak private sector sentiment, will unlikely in our view be able to meaningfully 
help offset the slowdown in global growth. A meaningful recovery in the economy requires more sizeable and 
targeted stimulus measures, especially those aimed at reviving consumption, boosting private sector sentiment, and 
reviving the property sector, amongst other factors. The persistent deflationary trend in China poses a risk of spillover 
effects, raising concerns about further potential drag on global economic growth.

Geopolitical tensions still loom in the background and can significantly impact investor sentiment, though we 
generally view these drivers as more transitory in nature as fundamentals (e.g., growth, inflation, earnings) ultimately 
drive market returns. A deepening of the Middle East tensions, for example, may cause further energy-driven inflation 
and potentially increase global trade costs in the event of supply disruptions. At the same time, we also recognise that 
volatility around such events can create opportunities. As geopolitical events tend to trigger sharp bouts of market 
volatility, we will continue to diligently monitor the ongoing geopolitical tensions, such as the Russia-Ukraine crisis and 
the Middle East conflict, as well as the evolving US policy towards China, among others.

Medium

Medium

Medium

Medium

Medium

High
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Asset Allocation Views
While continued US exceptionalism may be hard to ignore, diversification remains relevant as ever

From a medium-term perspective, the world has become increasingly
unpredictable in 2025. For example, forecasts for US real GDP growth range from
0.5% to 2.9% for this year, as economists are uncertain about which policies
President Trump will prioritise and the order in which he will implement them.

At this juncture, we believe that maintaining a disciplined approach to portfolio risk
is just as important as focusing on investment strategies, particularly as Trump's
policies begin to influence the market post-inauguration. As such, active risk
management and diversification across various assets remain key.
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Asset Allocation Views

Data source: Multi Asset Portfolio Solutions team. Asset class views are as of the team’s most recent monthly meeting in early January 2025 and should not be taken as a

recommendation. 3m = 3-month view. 12m = 12-month view. The information provided here is subject to change at the discretion of the Investment Manager without prior notice.

Asset 3m 12m Rationale  

Global Equities ⚫ ↑ ⚫ ↑

Market consensus suggests that a Trump presidency, backed by a unified government, will likely bolster US economic growth and extend a period of US economic
outperformance. With increased expectation of tax cuts and pro-corporate policies, which are likely to boost corporate earnings over the near-term, we have become
more constructive on risk assets on a tactical basis, favouring global equities over bonds from a cross-asset standpoint. Within global equities, we have a tactical
preference for the US. Over the longer 12m horizon, we maintain a more neutral stance, when considering the ambiguity surrounding the scope, timing, and
sequencing of Trump's proposed policies, as there is still significant uncertainty surrounding their potential impact.

Government 
Bonds ⚫ – ⚫ ↓

Following a strong rally in the third quarter which saw the Barclays U.S. Treasuries Index return 4.7% amid the US Treasury 10Y yield falling by -55 bps, the 10Y yield
reversed course and rose +77 bps in the fourth quarter and the Barclays U.S. Treasuries Index declined by -3.1%. Given increased risk of inflation resurgence, Fed
easing into a still resilient US economy, and a potentially inflationary GOP platform under President Trump, we remain neutral on long-dated government bonds (e.g.,
US Treasuries) on a tactical basis. US Treasury yields are likely to remain range-bound for now, barring any major catalysts to the upside (i.e., inflation “scare”) or the
downside (i.e., recession-like conditions). We also maintain a neutral stance over the longer 12-month horizon, as the likelihood of a US recession has decreased due to
the resilience of the US consumer base, despite real US rates hovering near 2%.

US Investment 
Grade Credit ⚫ – ⚫ –

Investment grade and high yield credit spreads in the US currently remain at historically tight levels, and we anticipate that they will continue to be supported in the
short-term. This is due to the expected pro-business and pro-growth policies of the Trump administration 2.0, as well as the assumption that US Treasury yields will
remain range-bound. Over the shorter-term, we currently prefer US high yield bonds over US Investment Grade bonds within US credit.

Cash ⚫ – ⚫ ↓
A neutral cash stance over the next 12 months reflects the need to remain agile and responsive to market changes. This approach allows for flexibility and the ability
to take advantage of investment opportunities as they arise.

⚫ Underweight     ⚫ Neutral      ⚫ Overweight

↑↓ Upgrade/downgrade in view from previous quarter – No change

We are entering 2025 on a positive note. The US economy has expanded at a
faster than expected pace in 2024, and the labour market remains robust,
defying the impacts of tighter monetary policy implemented over recent years.

As such, we are constructive on risk assets such as higher yielding credit and
global equities on a tactical basis. We are currently cautious on US Treasuries
given the resilience of the US economy, which may disrupt the Fed’s easing
cycle, as the odds of a US recession are decreasing and shifting towards
inflationary growth.
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Asset Allocation Views (cont.)
Asset Allocation Views

Data source: Multi Asset Portfolio Solutions team. Asset class views are as of the team’s most recent monthly meeting in early January 2025 and should not be taken as a 
recommendation. 3m = 3-month view. 12m = 12-month view. The information provided here is subject to change at the discretion of the Investment Manager without prior notice.

Government
Bonds

3m 12m Rationale

US ⚫ – ⚫ ↓
Since the strong US rates rally in the third quarter, we have turned less constructive on US Treasuries, primarily due to what has been priced into markets.
We are increasingly concerned about fundamental shifts in the bond markets, particularly regarding US fiscal funding issues related to potential fiscal
profligacy. The inflationary impact of Trump’s policies may also keep yields higher for longer. We maintain a neutral stance over the longer 12-month
horizon as the impact of policy on the inflation outlook remains unclear.

Europe ⚫ – ⚫ ↓ European government bond yields will likely, broadly follow the movements of US Treasuries. See the rationale provided for “Government Bonds”.

Singapore ⚫ – ⚫ ↓
With inflation progressively moving downwards in Singapore, and while the bandwidth for MAS to ease is wider compared to the Fed, we anticipate the
market to be range bound over the short-term. We maintain a neutral stance over the 12m horizon as we brace for Trump’s economic and trade policies.

Global Equities 3m 12m Rationale

US ⚫ ↑ ⚫ ↑
The rationale provided for “Global Equities” also applies to the US market (which constitutes ~65% of MSCI AC World Index's total market capitalisation).
Given the continued strength of the US economy, we currently have a tactical preference for US equities relative to European and Emerging Markets (EM)
equities. Over the 12m horizon, we maintain a neutral position as the impact of policy on growth, inflation and the equity market remains unclear.

Europe ⚫ – ⚫ ↑
European equities are generally highly sensitive to the global business cycle due to their pro-cyclical nature and significant exposure to China. Over the 3m
horizon, the team prefers US over European equities, given the pro-business policies anticipated from the Trump administration and ongoing economic
challenges in both Europe and China. Over the longer 12m horizon, given the policy uncertainty in both the US and China, we maintain a neutral position.

Emerging Markets 
(EMs) ⚫ ↓ ⚫ –

While we recognise the relative valuation attractiveness of Asian and Emerging Markets equities, we remain constructive on US equities over the next 3m on
a relative basis given the US’ strong pro-business policy and ongoing challenges in the Chinese economy. Over the longer 12m horizon, given the policy
uncertainty in both the US and China, we maintain a neutral position on Emerging Markets equities.

Asia Pacific ex-Japan ⚫ ↓ ⚫ –
While we recognize the relative valuation attractiveness of Asian and Emerging Markets equities, we remain constructive on US equities over the next 3m
on a relative basis given the strong pro-business policy and continual challenges in the Chinese economy. Over the longer 12m horizon, given the policy
uncertainty in both the US and China, we maintain a neutral position on Asian equities.
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Asset Allocation (cont.)
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Asset Allocation Views

Datasource: Multi Asset Portfolio Solutions team. Asset class views are as of the team’s most recent monthly meeting in early January 2025 and should not be taken as a 
recommendation. 3m = 3-month view. 12m = 12-month view. The information provided here is subject to change at the discretion of the Investment Manager without prior notice.

FX 3m 12m Rationale

USD ⚫ – ⚫ –
We currently maintain a tactical neutral stance on the EUR / USD currency pair. While USD daily trading sentiment is positive for the USD on the technical
front, this is somewhat offset by downgraded fundamentals based on our models. Over 12m, we are constructive on the USD on the back of a potentially
“higher for longer” Fed monetary policy and the continued economic outperformance of the US versus Europe and versus the rest of the world.

EUR ⚫ – ⚫ –
Refer to the rationale for the “USD”. The Eurozone economy is expected to face challenges in the near term due to the potential onset of a trade war. This
comes on top of existing economic weaknesses and uncertainties related to the Trump presidency, which have already affected the value of the EUR. Over
the longer 12m, we maintain an underweight in the EUR (versus the USD) on the back of a potentially “higher for longer” Fed monetary policy and the
continued economic outperformance of the US vs Europe.

SGD ⚫ – ⚫ –
With core inflation declining 1.9% y/y in November, which is the lowest in three years, the Monetary Authority of Singapore (MAS) has room to potentially
re-center and reduce the slope in upcoming meetings. Nevertheless, with Singapore’s economy remaining resilient, and an above forecast fourth quarter
GDP growth, there could be a delay to policy easing. The MAS is likely to wait for confirmation showing a sustained decrease in core inflation, as this
reading is usually sticky, with volatility in travel costs.

Credit 3m 12m Rationale

US High Yield ⚫ ↑ ⚫ ↑
For US high yield bonds, despite historically tight spreads, the indicators for the high yield credit cycle appear positive amid still resilient US economic data:
upgrades exceeded downgrades in 2024; the distress ratio is well below the long-term average and the default rate ended 2024 close to 3%. US economic
growth is seemingly holding up for now which will continue to support the asset class. We hold a neutral stance over the longer 12m horizon as the impact
of policy on the growth and inflation outlook remains unclear.

US Investment 
Grade ⚫ – ⚫ –

Investment grade spreads in the US are also currently historically tight, and we anticipate that they will continue to be sustained in the short-term on the
back of Trump’s expected pro-business and pro-growth policies and range-bound US Treasury yields. Over the shorter-term, we prefer US high yield
bonds over US investment grade bonds. We maintain a neutral stance over the longer 12m horizon as the impact of policy on the growth and inflation
outlook remains unclear.

Emerging Markets 
(USD) Bonds

⚫ – ⚫ – Over the 3m horizon, we are tactically more constructive towards Emerging Market USD bonds relative to US investment grade bonds given better than
expected improvements in economic and earnings revisions data in Latin America.

Asian Credit ⚫ ↑ ⚫ – Over the 3m horizon, we are constructive on Asian USD bonds relative to Singapore government bonds. Over the longer 12m horizon we maintain a
neutral position given overall uncertainty for US and global monetary policy.
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Trump’s tariff tango: Assessing the impact

As President-elect Donald Trump prepares to take 
office, his proposed tariff policies have stirred 
significant debate and concern. At the end of 
November, Trump announced his intention to levy a 
25% tariff on all imports from Mexico and Canada, 
as well as an additional 10% tariff on all imports 
from China. Recent reports also indicate that 
Trump’s administration is considering gradual tariff 
hikes on Chinese goods by 2-5% per month under 
emergency powers. 

The potential economic impact of these tariffs could 
be significant. Research suggests that every 1% 
increase in the effective US tariff rate would raise US 
core Personal Consumption Expenditures (PCE) 
prices by 0.1% and lower US GDP by 0.05% 
(assuming full retaliation)(1). If the tariffs which 
Trump announced in November are implemented, it 
could raise the US tariff rate by 7.3%, implying a 
0.7% increase in US core PCE prices and a 0.4% hit 
to US GDP. 

Across the Emerging Market (EM) economies, China, 
Mexico, Vietnam, South Korea, and Taiwan would 
potentially be most impacted by the incoming tariffs 
as these economies have the highest goods trade 
surplus with the US. China would probably be the 
Trump administration’s first and biggest target. That 
said, the impact on China is expected to be less 
severe than during 2018-2019, as China’s corporate 
sector has since diversified its supply chains. 
Nevertheless, China will need to increase its fiscal 
stimulus, as well as cut interest rates to achieve its 
5% GDP growth target for 2025. 

The impact on China would ripple through to 
other Asian and EM economies. The imposition 
of US tariffs on China in 2018-2019 saw China’s 
exports to the EMs and Mexico rise sharply, 
and we expect a similar pattern to repeat. This 
could create a short-term deflationary effect 
on these economies. 

In addition, if China fails to meet its GDP 
growth target, the resulting slowdown will also 
affect other economies that have large trade 
exposures to China, such as Korea, Taiwan & 
Malaysia. This would in turn pressure capital 
expenditures, consumer confidence, and 
growth within these economies. 

The situation turns more complex if the US 
imposes universal tariffs on all its imports. 
While China has become less reliant on exports 
to the US since 2018, the reverse is true of Asia 
(ex-China). Universal tariffs would require Asian 
supply chains to be reconfigured and 
potentially relocated to the US, slowing capital 
expenditure cycles for many corporates.

The US dollar is likely to remain supported as 
Fed fund rates stay higher for longer on the 
back of higher US inflation and the US’ 
continued economic outperformance (versus 
the rest of the world). Selected EM economies 
may experience greater inflationary pressures 
from a weakening currency (versus the USD). 

While this backdrop does not appear 
constructive for Asian and Emerging Market 
assets, the impact can be mitigated depending 
on how the different countries use their 
monetary and fiscal levers. Some EM 
economies may also benefit from stronger 
growth arising from trade reallocation.
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​(1) Goldman Sachs Global Investment Research. January 2025. 
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