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Welcome to the February edition of InView: 
Monthly Global House View. In this publication we 
consider significant developments in the world’s 
markets, and discuss our key convictions and 
themes for the coming months.

Editorial

Moz Afzal
Chief Investment Officer

EDITORIAL

Following strong performance in 2024, 2025 has started 
at a fast pace for global stock markets. Supported 
by optimism regarding the proposed pro-growth 
policies from the new Trump administration and by 
good corporate profits, the MSCI All Country World 
Index rose by 3.4% in US dollar terms in January. Bond 
and currency markets were volatile, but the month 
closed with minimal changes overall in government 
bond yields and major exchange rates. Japan was 
the exception as Japanese government bond yields 
increased and the yen appreciated, consistent with 
the contrasting trend of Japanese monetary policy 
compared to other major economies.

Monetary policy divergence is also occurring between 
the eurozone and the US. The Federal Reserve paused 
at its January meeting while the European Central Bank 
reduced rates for the fourth consecutive time and 
signalled that easing will continue until monetary policy 
returns to neutral. The prospect of further rate cuts 
has benefited European equity markets, which have 
outperformed their US counterparts, but as the central 
bank has highlighted, the risks to European growth are 
mostly on the downside.

Another risk for markets is the high degree of 
uncertainty regarding the Trump administration’s 
policies, primarily with regard to international trade. The 
imposition and then deferral of 25% tariffs on goods 
imported into the US from Canada and Mexico, the two 
main US trading partners, and the 10% tariff imposed on 
Chinese goods imports is a case in point. Together with 
the threat of measures against the European Union and 
other countries, this poses a potential risk to the global 
economic outlook.

In the context of strong stock market performance over 
the past couple of years, valuations look a bit stretched 
in some regions and sectors. In conjunction with the 
policy uncertainty, it therefore seems appropriate 
to reduce the risk of a diversified portfolio asset 
allocation. Exposure to equities should be reduced 
to close to neutral by increasing cash. A reduction in 
European equity exposure is warranted given recent 
strong performance while the Swiss market seems 
to have finally found momentum after months of 
underperformance. Within fixed income, solid company 
balance sheets support high yield bonds which, despite 
the tight yield spread relative to government bonds, 
should be increased to move closer to neutral.
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EQUITIES

ALTERNATIVES

CASH & MONEY MARKET
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*Note that arrows reflect any adjustment to allocation weighting and is 
not necessarily a full upgrade or downgrade.

Weighting
change from
last month*

– Underweight  + Overweight  • Neutral 

Allocation
versus the
benchmark

↔ No change Increase ↓ Decrease

The credit allocation is being increased although remains 
underweight. We acknowledge that over the last couple of 
years our underweight position to high yield has impacted 
performance so we are raising the allocation to USD high 
yield bonds to reduce relative performance risk. Although 
spreads have stayed tight, we don’t see any catalysts for 
significant widening and in our view the coupons appear 
attractive. Meanwhile exposure to EUR high yield bonds is 
being left unchanged at an underweight. To offset part of 
the risk in adding to high yield, we are reducing our rates 
exposure. EUR and CHF sovereign bonds are being reduced 
further underweight, while US sovereigns are to drop back 
to neutral. In addition, EUR, GBP and CHF investment grade 
bonds should be reduced. The average duration is being 
held at 3.5 years, slightly below the benchmark.   
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ASSET ALLOCATION

Global Allocation

Fixed Income

Based on a balanced mandate, the matrix below shows our 6-12 month view on investment strategy

Global equities experienced a positive start to the year and, 
as we outlined in last month’s commentary, we are selling 
into the rally to take some risk off the table. While we are 
reducing our allocation to equities, we still hold a modest 
overweight. This enables us to increase cash levels to just 
under the neutral level. We see this as appropriate action 
given that President Trump is a major driver of stock market 
moves, with significant uncertainty regarding his views from 
one week to the next, so we are exerting a degree of caution. 
No changes were made to the overall fixed income and 
alternatives allocations.  
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ASSET ALLOCATION

Equities

In Europe we have seen technical factors improve, with a new 
trend forming, while risks in the region are still neutral. Given 
that Europe has seen such a strong start to the year, we are 
taking some profits and slightly lowering the allocation, 
although still hold a modest overweight. The same also 
applies to UK equities. These reductions are being used to 
fund increases to Switzerland and Asia Pacific. Within Asia, 
the allocation is being slightly increased for diversification 
purposes, strengthening our China/Hong Kong overweight as 
Chinese equities remain relatively cheap, with positive 
earnings on the horizon and particular strength in banks. 
With regards to Swiss equities, a small increase in allocation 
takes it to a modest overweight and we note that the focus 
should be on small and mid-caps, driven by cheap relative 
valuations and improving leading indicators. Small and 
mid-caps should also be favoured within the US allocation. 
US positioning is still underweight with risk considerations 
remaining high.

Europe
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Equity Sectors
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Alternatives

ALTERNATIVES
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versus the
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ASSET ALLOCATION

Equity Sector Views

UK
Following the outcome of the US election and an increasingly 
more resilient macro recovery outlook, we raised our exposure 
to internationally focused UK industrial names which are likely 
to benefit, many of which will also benefit from the recent 
strengthening of the US dollar.

We continue to see an opportunity for the outperformance of 
UK midcaps over the coming quarters, reversing a multi-year 
period of underperformance through high inflation and interest 
rates as both of these factors normalise. Information 
technology has been a sector in which we have found specialist 
UK companies trading on attractive valuations in our view 
backed by strong structural growth tailwinds.

This year we have also increased our weighting towards 
consumer discretionary given our more constructive outlook 
for improving real incomes for consumers. Our exposure is 
balanced between internationally focused Hotel & Leisure 
businesses as well as domestic UK recovery geared names, 
such as housebuilders, which will be supported by both falling 
rates and the new Labour government which aims to reform 
the planning permission system to boost economic growth. 

 

 

No changes are being made to our alternatives allocation, 
with hedge funds accounting for the largest share, in line 
with the neutral benchmark. We expect that hedge funds 
could be poised to exploit more opportunities in a Trump 
regime. Meanwhile in our view Trump may be bearish for the 
oil price but better for the broader industrial and soft 
commodities. Insurance positioning remains overweight 
versus the benchmark, with our exposure being a useful 
portfolio component given its uncorrelated nature.

US
We have increased portfolio cyclicality since the US election 
result. Specifically, we are overweight in industrials, consumer 
discretionary and financials. Following the nomination of 
Robert Kennedy Junior as health secretary, we downgraded 
our allocation in consumer staples and healthcare, owing to 
question marks on how aggressive his policies may be. We are 
underweight to defensive “bond proxy” stocks, wary of the 
potential for interest rates staying higher for longer, 
something that could put additional downward pressure on 
the valuation of defensive stocks.

Europe
Recently we have added to cyclical sectors such as financials, 
primarily European banks, although still remain underweight. 
These trades were funded by a slight reduction in 
communication services and consumer staples. Our focus has 
been on adding capital to small and mid-caps versus the mega 
caps in the region.
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requirements of the United Kingdom which are different to Australia. Consequently any offer or other 
documentation that you receive from us in the course of us providing financial services to you will be prepared in 
accordance with those laws and regulatory requirements. The UK regulatory requirements refer to legislation, rules 
enacted pursuant to the legislation and any other relevant policies or documents issued by the FCA. 
Your Status as a Wholesale Client 
In order that we may provide financial services to you, and for us to comply with the Class Order, you must be a 
'wholesale client' within the meaning given by section 761G of the Corporations Act. Accordingly, 
by accepting any documentation from us prior to the commencement of or in the course of us providing financial 
services to you, you:

•	 warrant to us that you are a ‘wholesale client’;
•	 agree to provide such information or evidence that we may request from time to time to confirm your status as 

a wholesale client;
•	 agree that we may cease providing financial services to you if you are no longer a wholesale client or do not 

provide us with information or evidence satisfactory to us to confirm your status as a wholesale client; 

and agree to notify us in writing within 5 business days if you cease to be a 'wholesale client' for the purposes of 
the financial services that we provide to you.
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