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Global growth has remained resilient, but divergences among
major economies are likely to keep widening if energy prices and
yields stay elevated. The US economy stands out as the strongest,
largely due to the ongoing AI capex boom supporting
manufacturing activity, but also indirectly consumption. The EU
economy has been resilient, but its energy dependence and
political instability increase the odds of weakness going forward.
China’s economy has been underwhelming, as consumption and
investment growth have slowed, and the economy needs
supportive measures. The Japanese economy continues to benefit
from a combination of loose monetary and fiscal policy. Central
banks have raised rates in response to the recent uptick in
inflationary pressure, which is largely energy-related. Aggressive
further hikes have been priced in, but their materialization mostly
depends on the direction of energy prices.

Economy

The USD is torn between the hawkish Fed stance and relative US
economic strength on one side, and the Treasury’s increasingly
interventionist stance on the other. We expect a downside
resolution, but it will require the dovish shift from the Fed to
materialize. In the meantime, sideways action is most likely. The
JPY stands out among DM currencies as having bottomed out,
with considerable upside.

Currencies

Equities are benefiting from an elevated nominal growth
environment, and a sharp upward revision in profit expectations.
The recent surge in energy prices and yields has however seen
diverging performances among major markets, with European
and many emerging Asian markets under pressure. At first glance,
US equities have been particularly resilient, but under the surface,
most sectors have recently retraced. This has resulted in negative
investor sentiment, just as we enter into a positive seasonal
period of the year. This points to an upward resolution of the
current consolidation in the coming weeks. While cyclical sectors
are likely to recover, technology should be the main driver of the
next leg up. Within international equities, favor Japanese over
European equities, while patience may still be required before
Chinese and Indian markets resume their uptrend.

Equities

Persisting tensions in the Middle East have seen another leg up in
energy prices. While a resolution of the conflict would inevitably
see oil prices retrace, the combination of resilient growth,
renewed Chinese buying and depleted inventories point to
supported energy prices in the coming months. Moreover, a
continued rise in energy prices remains the key risk to the
constructive growth environment, making energy exposure an
important diversifier. Other key commodities remain compelling,
given idiosyncratic structural tailwinds.

Commodities

The combination of re-emerging inflationary pressures, solid
growth and rising tightening expectations have pushed bond
yields higher across the curve. Developed market bonds have
demonstrated again that they have lost their role as a key
portfolio diversifier, being positively correlated to equities. Going
forward, a continued rise in yields would require even more hikes
being priced in, which is unlikely barring a sharp acceleration in
energy prices. Despite our view that long-term yields are getting
close to “fair-value” in the US and EU, we are not willing to take
on duration risk above 3-4 years. In the US, TIPS look much more
attractive than nominal bonds. Credit spreads remain historically
tight, but have started widening for the riskiest segments.
Contrary to DM bonds, emerging market local currency debt have
delivered positive returns in 2026, reflecting a global shift in
trade flow and reserve accumulation that we expect to continue.

Bonds

While the Treasury’s announcement has solidified our view that
gold’s bull market isn’t over, the sharp rise in tightening
expectations of the past quarter has kept bullion under pressure.
The persisting hawkish stance of the Fed could extend this
consolidation a while longer, but we suspect that we are getting
close to the uptrend reasserting itself.

Precious metals



Market update
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M A R K E T  V I E W S  

Global growth has been resilient, but divergences among major economies are set to 
keep widening.
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67% of G20 economies are seeing accelerating growth PMI point to solid activity – but disparities have emerged



M A R K E T  V I E W S

The macro regime defines the relative performances of asset classes
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M A R K E T  V I E W S

The commodity resurgence is at the center of the potential growth divergences
divergences
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M A R K E T  V I E W S

Energy-driven inflation risks have risen, forcing central banks to hike…
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The rise of headline CPI vs core CPI reflects energy price pressures. The last quarter has seen several central banks raise rates.



M A R K E T  V I E W S

Markets have aggressively repriced the forward path of interest rates, with more 
hikes in play…
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M A R K E T  V I E W S

The Fed is on a mission to regain its credibility. More hikes are likely in the short-
term, delaying the (inevitable) dovish shift.
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“Removing a dose of 
accommodation”
Warsh on 16.09

The Fed’s updated optimistic economic projections lay the ground for an 
eventual dovish shift in the coming months.The last month has seen 

expectations shift from 1.5 
to 3.8 hikes in the next 
year…

Very unlikely the Fed hikes as much as what is priced in…



M A R K E T  V I E W S

Oil has been the main driver of yields and tightening expectations. A retracement in 
energy prices would allow yields to fall across the curve.
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M A R K E T  V I E W S

Oil prices likely to remain supported as Iran has an incentive to keep uncertainty 
elevated, inventories are low, and China is buying again…
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M A R K E T  V I E W S

Trump could certainly make some big announcements in the run up to the midterms 
given rising odds of a Democratic sweep… 
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M A R K E T  V I E W S

The US economy continues to show strength across industry, consumption and labor 
market…
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Retail sales and industrial production show resilient growth. Both payrolls and jobless claims point to a resilient labor market.



M A R K E T  V I E W S

Both manufacturing and services activity are running hot
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M A R K E T  V I E W S

The AI boom remains the main driver of the manufacturing and economic strength
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M A R K E T  V I E W S

Consumption is largely supported by large capital gains, as is shown by the falling 
savings rate…
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Consumption and income growth are diverging; the savings rate falls. The major wealth effect from rising asset prices supports consumption.



M A R K E T  V I E W S

A strong (but fragile) growth environment remains the base case in the US
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M A R K E T  V I E W S

The EU economy remains on a firm footing for now…

18



M A R K E T  V I E W S

But leading indicator are stating to point to a weakening picture, particularly if 
energy prices and yields remain elevated…
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Sweden’s manufacturing new orders have historically provided a lead on EU growth With loan demand rolling over, watch for loan growth…



M A R K E T  V I E W S

EU gas inventories are very low…
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M A R K E T  V I E W S

French political uncertainty could rise given upcoming elections. Further spread 
widening could be problematic given France’s poor fiscal position.
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M A R K E T  V I E W S

The Japanese economy continues to benefit from a strong domestic economy and 
strong exports, while monetary and fiscal policy remain accommodative.
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Retail sales & industrial production growth is above 10-year averages. Monetary policy is tightening but remains behind the curve.



M A R K E T  V I E W S

China’s economic data have been underwhelming.

23

Retail sales are growing at a paltry 0.4% YoY FAI growth is at the lowest level in decades (ex-COVID)



M A R K E T  V I E W S

The October Plenum could see incremental measures aimed at reviving the 
economy…inflation is certainly less of an obstacle in China. 
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M A R K E T  V I E W S

The inflationary boom regime persists, which favors equities and commodities over 
commodities over bonds. Risks to growth are concentrated outside of the US.
US.
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M A R K E T  V I E W S

Inflationary pressures, solid growth and rate hike expectations have pushed yields 
sharply higher. Short-term yields are likely to top in Q4.

26

A further rise in yields at the short-end would require even more hikes being priced in for 
the upcoming year, which we find unlikely except in Japan.



M A R K E T  V I E W S

As inflation expectations have remained anchored, real yields have risen…TIPS are 
more attractive than nominal bonds.
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M A R K E T  V I E W S

The rise in US yields has prompted the Treasury to intervene by increasing long-term 
bond buybacks. Expect additional measures in Q4.
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Perhaps the amount of debt maturing has something to do with it…



M A R K E T  V I E W S

Credit spreads remain extremely tight, but they have begun widening in the riskiest 
segments. This aligns with rising growth risks.
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M A R K E T  V I E W S

Emerging market local currency debt continues to outperform global DM bonds…
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M A R K E T  V I E W S

The Treasury’s interventionist stance is a negative for the USD, but the Fed’s 
hawkishness supports it in the short term. Sideways action likely.

31



M A R K E T  V I E W S

The JPY has bottomed and should rise against DM currencies. This is particularly true 
against EUR and CHF given real yield differentials.
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M A R K E T  V I E W S

The sharp acceleration in EPS growth expectations has been supportive.
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M A R K E T  V I E W S

The US and Japan have led equity markets over the past 3 months, while Europe and 
Asian Ems have been under pressure.
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M A R K E T  V I E W S

US equities have been consolidating. Breadth has reached oversold conditions and is 
likely to improve from here given the growth environment.
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26% of companies are above their 50-day MA



M A R K E T  V I E W S

Short-term sentiment is quite bearish, which suggests that the pain trade remains 
higher as we are about to enter into a strong seasonal period.
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Seasonality turns positive into October…

Flows into cash equivalents have risen…

Sentiment has turned bearish.



M A R K E T  V I E W S

Longer-term indicators are however flashing warning signs. As market rally into Q4, 
increased cautiousness will be warranted.
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M A R K E T  V I E W S

Sector performance reflects the weak breadth. Tech has re-emerged as the market 
leader and we expect it to continue, although cyclicals will stabilise.
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M A R K E T  V I E W S

After 3 months of consolidation, semiconductor stocks are likely to resume their rally, 
while MAG7 should keep doing well.
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Source: LongYield substack



M A R K E T  V I E W S

EU equities have remained resilient, but are vulnerable if energy and rates remain 
elevated. The tail risk of political instability is also to be monitored.
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M A R K E T  V I E W S

Cyclicals with significant domestic exposure are most at risk. Industrials remain 
attractive combined with energy exposure. Technology should lead.
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M A R K E T  V I E W S

Japanese equities remain attractive given the combination of easy monetary and 
fiscal policy. JPY strength could lead to buyable dips in Q4.
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Record high Return on Equity

The JPY has bottomed



M A R K E T  V I E W S

The emerging market rally that really isn’t one… it is all about AI.
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M A R K E T  V I E W S

Chinese equities are rolling over…waiting for government action.
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M A R K E T  V I E W S

Patience still required for Indian equities, despite attractive valuations.
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M A R K E T  V I E W S

Gold is torn between the Treasury actions and the Fed’s crusade to regain credibility. 
Real yields need to top out. Short-term sideways at best.
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Investors have piled back into gold

But real yields keep rising…

US treasury announcement



M A R K E T  V I E W S

Owning oil & gas remains the best hedge for an equity exposure, as a continued rise 
in energy prices is the biggest risk to growth and inflation.
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Indices are significantly under allocated to energy…



M A R K E T  V I E W S

The combination of rising LNG export capacity and significant data center demand 
growth makes a strong case for US natural gas producers.
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M A R K E T  V I E W S

The uranium bull case keeps getting stronger, as is reflected in long-term contract 
pricing. Markets are likely to catch up soon.
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M A R K E T  V I E W S

Bitcoin has bottomed and dips should be bought.
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Views at a glance
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V I E W S  A T  A  G L A N C E
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Disclaimer

This document has been prepared using sources believed to be reliable but should not be assumed to be accurate or complete. The statements and opinions it incorporates were
formed after careful consideration and may be subject to change without notice. The author and distributors of this document expressly disclaim any and all liability for inaccuracies
it may contain and shall not be held liable for any damage that may result from any use of the information presented herein. Past performance is not indicative of future results.
Values of an investment may fall as well as rise. This document is intended for information purposes only and should not be construed as a recommendation, an offer, or the
solicitation of an offer to buy or sell any investment products or services. The use of any information contained in this document shall be at the sole discretion and risk of the user.
Prior to making any investment or financial decisions, an investor should seek individualized advice from his/her financial, legal, and tax advisors that consider all of the particular
facts and circumstances of an investor's own situation.

DIFC: This document is directed at Professional Clients as defined under the rules and regulations of the Dubai Financial Services Authority (DFSA). Probus Pleion Middle East Limited
is regulated by the DFSA.

Switzerland: This document is directed at Professional Clients and/or Qualified Investors as defined under the rules and regulations of the Swiss Financial Market Supervisory
Authority (FINMA). Probus Pleion Suisse SA is regulated by the FINMA.

Mauritius: This document is directed at Professional Clients and/or Qualified Investors as defined under the rules and regulations of the Financial Services Commission (FSC).

Luxembourg: This document is directed at Professional Clients and/or Qualified Investors as defined under the rules and regulations of the Grand-Duchy of Luxembourg. Clients’ data
is protected under the REGULATION (EU) 2016/679 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 27 April 2016 on the protection of natural persons with regard to the
processing of personal data and on the free movement of such data and repealing Directive 95/46/EC (General Data Protection Regulation).

Data Privacy Policy Important Notice

Companies within the Probus Pleion Group recognise the importance of keeping the personal data of its customers and other counter-parties confidential and protecting their privacy
rights. While each company within the Probus Pleion Group has its own privacy policy in accordance with the applicable standards, you may access Probus Pleion Group global privacy
policy at the following URL: https://www.probuspleion.com/data-protection-policy.
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