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• The ongoing Middle East conflict escalated into a direct 
confrontation involving Iran, the U.S and Israel, raising 
global concerns as oil prices remain elevated. Although a 
2-week ceasefire has emerged, risks remain high as Iran 
retains influence over the Straits of Hormuz – a key route 
that supplies around 20-25% of global oil. Meanwhile, 
U.S. President Donald Trump continues to send mixed 
signals – pushing forth military pressure while pursuing 
negotiations. 

• Elevated oil prices reignited inflation concerns, 
contributing to rising consumer price index (CPI). For 
central banks, supply-driven inflation poses a challenge - 
as Fed Chair Powell acknowledged, the central bank’s 
tools have limited effect in combating supply shocks. Rate 
cuts expectation have been priced out for 2026 by the 
market as compared to the expectation of 1-2 cuts prior 
to the Middle East tensions.

• The U.S. economy continues to defy pessimists. Non-
farm payrolls came in at +178k in March, better than 
expected, with the services sector contributing 135k 
jobs. Together with resurfacing inflation risks, the 
market has shifted towards a “higher for longer” rate 
path forward, increasing uncertainty around the timing 
of any policy easing.

• China’s recovery story remains a work in progress. 
Beijing set its gross domestic product (GDP) growth 
target at 4.5–5% for 2026 - the lowest on record since 
the early 1990s, reflecting the structural slowdown in 
growth momentum. Real estate investment continued 
to decline, falling 11% in January and February, while 
retail sales rose just 4.5% year-on-year. Policy stimulus 
has provided a floor, but a strong consumer-led 
rebound has yet to materialize. Patience is still 
required.

Cash: Increase to N

Building cash tactically 
provides a defensive buffer 
against rising stagflation 
risks and positive stock-
bond correlations, while 
preserving dry power to 
deploy into market 
weakness and emerging 
thematic opportunities. 

Global Equities: Reduce to Slight OW 

• Growth remains resilient despite 
moderating momentum, with elevated 
inflation risks from oil price shocks. 
While Middle East tensions may sustain 
volatility longer than typical geopolitical 
episodes, sell-offs have historically been 
short-lived. The range of possible 
outcomes has widened, creating tactical 
opportunities for active investors.

• Meanwhile, artificial intelligence (AI) 
continues to drive productivity and 
earnings growth.

Fixed Income: Maintain UW 

• Oil-driven stagflation risks have pushed 
back Fed rate cut expectations, keeping 
monetary policy less dovish.

• Heavy bond issuance tied to AI capex 
and refinancing needs may limit further 
spread tightening in Investment Grade 
and High Yield.

Asia Ex-Japan Equities: Reduce to Slight 
OW 

• After a healthy rally, Asian Equities are 
due for some profit-taking, even as the 
region remains attractively valued 
versus developed markets.

• Rising oil prices pose a headwind for 
many Asian economies as net importers. 
On the bright side, Asia’s strategic 
position in AI supply chains, 
semiconductor production and 
manufacturing continues to draw capital 
and bolster long-term prospects. 
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Disclaimer 

AIA Investment Management Pte. Ltd.

This document/presentation has been prepared for information purposes only and does not have regard to the 
specific investment objectives, financial situation and particular needs of any persons. Neither should this 
document be construed as an offer or the solicitation of an offer, recommendation or solicitation to enter into any 
transaction or adopt any hedging, trading or investment strategy, in relation to any securities or other financial 
instruments issued or managed by AIA Investment Management Private Limited (“AIAIM”) or its affiliates 
(collectively the “AIA Group”) in any jurisdiction in which such offer is not authorised to be made to any person.  
Nothing in this document/presentation should be construed as investment, tax, legal or other advice. References 
to specific securities are presented to illustrate the application of our investment philosophy only and are not to 
be considered as recommendation by the AIA Group.  

The information herein should not be used as the basis of any investment decision. This document/presentation is 
not research material and it has not been prepared in accordance with legal requirements designed to promote 
the independence of investment research.  All views expressed and references to specific securities are included 
for illustrations only and does not necessarily represent the views of every function within the AIA Group. No 
representations or warranties are given as to the reliability, accuracy and completeness of the information. 
Opinions, projections, estimates and other information presented in this document/presentation are solely those 
of AIA Group as at the date of this document/presentation and subject to change without notice. The AIA Group 
may have interests in the securities or instruments mentioned in this document/presentation.

Past performance figures, and any economic and market trends or forecast, are not necessarily indicative of 
future performance of any strategy or portfolio. Investment is subject to investment risk, including the possible 
loss of the principal amount invested. 

AIAIM and the AIA Group, their respective officers and employees, accept no liability for any damage or loss, 
including loss of profit, whether direct or indirect or consequential in respect of the use or reliance of any 
information contained herein and whether arising as a result of AIAIM’s negligence or otherwise. 

You may wish to seek advice from a financial adviser before making a commitment to invest.  You should consider 
carefully whether an investment is suitable for you in light of your own circumstances, financial resources and 
entire investment programme.

The information presented cannot be reproduced, amended or circulated in whole or in part to anyone, including 
policyholders and potential prospects, for whatever purpose or reason without prior consent of AIAIM. 

This document/presentation may only be used and/or received in accordance with the applicable laws in your 
jurisdiction.

AIA Investment Management Private Limited (UEN Registration No. 201616304H).
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