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Prelude to the next rally

Short term consolidation, long term bullish. Investor positioning, seasonality and US trade policy uncertainty point to the risk of near-term equity 

market volatility or consolidation. However, long-term quant models have turned more bullish. Use pullbacks to add to equities. USD short 

squeeze to create opportunities in EMs. The USD is set for a brief rebound amid one-sided investor positioning. Use such a rebound to add to 

assets benefitting from a weak USD: a diversified equity allocation with a tilt towards Asia ex-Japan equities and EM local bonds. Maintain 5-7 

year maturity profile in USD bonds. Temporary rebounds in USD bond yields would create opportunities to add to bonds, but managing volatility 

by avoiding excessively long maturities is key. Gold remains an attractive core holding.

Core Views

Equities

Overweight on global equities. Near-term pullbacks would offer opportunities to add exposure. Asia ex-Japan equities to outperform within 

global equities, bolstered by the weak USD. Within the region, it is expected that China and Korea equities outperforms. Retain a core allocation 

to US equities - a resilient macro backdrop and robust earnings growth counteract concerns about US’s fiscal sustainability.

Bonds

Global bonds are a core allocation as interest rate volatility is likely to continue in the near term. Expect the US 10-year government bond yield 

to move lower to 4.00-4.25% in 6-12 months. Any rebound in the yield above 4.50% would be an attractive opportunity to add exposure. Bonds 

with 5-7-year maturities offer the best risk-adjusted returns as they strike a balance between attractive yields and fiscal/inflation risks.

Currencies

The US dollar appears oversold and faces upside risks in the near term. However, this would be an opportunity to reduce exposure as it is seen 

that the USD weakening over a 12-month horizon. Meanwhile, expect EUR/USD to ease to 1.15 over the next 3 months before recovering to 1.17 

in 12 months. 



DISCLAIMER

Information provided in this document is indicative and has no contractual value. It is subject to frequent changes, especially due to 

evolutions in the legislative and regulatory environment. This information does not constitute an investment, legal, accounting or tax advice. 

Before any implementation the recipient of this document must consult an independent professional advisor in order to determinate if his 

objectives are compatible with proposed operations and to obtain all financial accounting legal and tax information necessary to allow him to 

appreciate characteristics risks and suitability of each intended operation and cannot be held responsible for any consequences especially 

financial as the result of operations which would be realized based on this only document. 

Information provided in this document are coming from the best sources. Nevertheless, Arabian International Partners LLC (AIP), its 

subsidiaries and employees, cannot be held responsible for any financial or other consequences that may arise from the use or distribution 

of this document. 

This confidential document is exclusively intended for the person to whom it is given and may not be communicated to third parties (except 

for external advisers under the condition they respect this confidentiality undertaking) and may not be reproduced, copied or circulated 

without prior authorization of Arabian International Partners LLC (AIP).

©AIP, 1006 , Al Hawai Tower, Sheikh Zayed Road , Dubai, United Arab Emirates.
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