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It seems that President Trump’s tariff saga is slowly
coming to an end. He managed to strike key trade
deals with Japan and, just recently, the EU, while an
additional 90-day truce with China has been agreed.
In the meantime, no clear and significant impact on
growth and inflation in the US, or elsewhere, has
been observed. As a result, the stock market has
continued to celebrate these less-bad-than-
expected outcomes, supported by resilient
economic data and a strong earnings season so far,
with most reported results ahead of relatively low-
bar expectations.

Unfortunately, both Donald Trump and investors are
showing growing confidence in the fact that tariffs,
already at their highest level since WW2, on top of
all the other potentially disruptive US administration
policies such as immigration or the OBBB, will not
damage the US/global economy, reignite some
unwelcome upward pressures on prices or derail the
Fed’s monetary policy trajectory. In fact, it could be
only a matter of time before some of these negative
impacts start to show up in the data, as existing
front-loaded inventories are depleted, while
consumers and companies adjust and find
“sustainable” turnarounds. Considering the current
complacency, the lofty valuations, as well as the
narrow market breadth, a whole series of potential
sparks, in the form of surprising enough economic
data releases, could indeed easily ignite the powder
keg – leading eventually to a healthy short-term
correction.

To sum up, the economic earnings momentum
backdrop remains supportive but is expected to
become more fragile going forward, valuations of
risk assets are stretched and even historically
expensive in some specific areas, and sentiment has
now moved into bullish territory. However, investor
positioning does not yet reflect this complacency.
As a result, we remain in wait-and-see mode, still
dancing as the music goes on (i.e. the soft-landing
consensual scenario holds) while keeping a close

eye on the exit door. We use tactical protections to
retain the projected upside potential, but with a
lower risk profile.

As a result, there have been no changes at the
portfolio level. We are maintaining our overall
neutral stance on both equity and fixed income. Our
current balanced positioning and well-diversified
allocation reflects our cautiousness on assessing the
wide range of potential outcomes. It should allow
portfolios to benefit from expected positive, but
contained, returns in most asset classes in the near
term, mitigating the bumps, while maintaining
sufficient flexibility to adapt to evolving conditions
along the journey. That said, in an opportunistic
manner, we may continue to embark tactical
protections as is the case currently.

We continue to view diversification as a key
requirement for portfolios, within both equities
(regions, sectors, styles and company size) and
bonds (regions, maturity buckets, sectors and credit
risks), but also via exposure to gold (still preferred
to government bond duration, absent a severe
recession scenario) as a broad safe haven in various
risk-off scenarios.

As regards currencies, we remain structurally bullish
on the Swiss Franc and bearish on the greenback,
even if the latter is now rebounding on better-than-
expected economic data releases, further delayed
Fed easing and renewed AI enthusiasm surrounding
some big tech earnings figures and capex plans. We
doubt, however, that these tailwinds will last for
long, while the diversifying features (risk-off hedge)
of the US dollar are now also jeopardised by Trump
policies (including latent risks surrounding an
eventual “Mar-a-Lago Accord” or the incoming
nomination of a new Fed president) and US public
debt ballooning concerns. In other words, we prefer
not to chase what we consider a dead cat rebound.

•
•
•



4


