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Market Outlook



GLOBAL INFLATION
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Å Looking at the US and the Developed Markets we can see that the Developed Markets trails the US market by a few months. We start to see 
this in 2020 when inflation started accelerating and in 2022 when it started decelerating.

Å China is constantly since early 2023 going back and forth between inflation and deflation 
Å The Big spike we see in 2022 was caused by the Russian Ukraine war, which saw large supply disruptions and increased global inflation.



GLOBAL INFLATION
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Massive Supply shocks where caused by the Russian invasion of Ukraine, which caused global energy and food prices to skyrocket. The Federal 
Reserve tried to combat this by increasing the interest rate starting in March 2022. Although the inflation rates has gone down it is not yet at 
pre-invasion levels.

Inflation Rates Interest Rates 



US RATE CUTS
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Markets have swung back to expecting more Fed rate cuts 

After barely pricing in one quarter-point cut through to the end of 2026, markets now see the Fed cutting rates to around 3% by next December. 



US RATE CUTS
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US RATE CUTS
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GLOBAL BONDS
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The US yield curve has re-
steepened after a deep inversion.

Markets expect policy rates to fall, 
but long-term yields to remain 
elevated.

This points to normalisation, not 
necessarily a recession-driven 
easing cycle.



GLOBAL BONDS
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US bonds are still the main influence on global 
bond markets, as shown by how much of other 
G10 bond movements are explained by US term 
premia. 

This influence has declined recently, meaning 
global bond markets are moving a bit more 
independently than before. 

Over longer periods, US spillovers remain high, 
confirming the US remains the anchor for global 
interest rates. 

Lower spillovers improve diversification, but this is 
likely a gradual and cyclical change, not a 
permanent break from US dominance.



NEW REASONS TO STAY RISK-ON
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US equities perform best during Fed rate cutting 
periods

Higher and more synchronised global regional profit growth 
expected in 2026



GLOBAL VALUATIONS
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The U.S., China and India led post-GFC, 
while Japan and Europe lagged. 
Recently, Japan and India have 
ƻǳǘǇŀŎŜŘ ǘƘŜ ¦Φ{ΦΣ ōǳǘ /ƘƛƴŀΩǎ ŜŀǊƴƛƴƎǎ 
remain weak due to ongoing 
challenges. 

This current cycle, marked by higher 
interest rates and government 
spending in Europe, is a more favorable 
environment for international 
companies.

Source: JP Morgan



GLOBAL VALUATIONS
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The left chart highlights the 
significant discount of 
international stocks compared 
to U.S. stocks, with every 
international sector trading at 
a discount except 
communication services.

Source: JP Morgan



GLOBAL VALUATIONS
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¢ƘŜ ŎƘŀǊǘ ǎƘƻǿǎ ǘƘŀǘ ǘƻŘŀȅΩǎ {ϧt рлл ƛǎ ōƻǘƘ ŜȄǇŜƴǎƛǾŜ 
and priced for strong earnings growth compared with most 
past years. 

Current valuation levels are near historical highs, similar to 
late-1990s / early-2000s periods.

Earnings growth expectations for 2025 are well above 
average, meaning markets already expect a lot of good 
news.

This combination leaves less room for upside surprises and 
increases the risk of short-term market headwinds.

Importantly, this is not just driven by big tech τ high 
expectations apply across the broader market.

Source: UBS



S&P 500 VALUATIONS

22

Source: JP Morgan
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