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Growth

• While the US economy remains relatively resilient, especially relative to the rest of the 

world, there are potential headwinds we remain cautious of: (1) economic uncertainty 

will likely delay, if not reduce business investment growth (2)  lower net immigration 

will likely lead to slower labour force growth and hence, much slower overall 

employment growth and (3) Trump’s tariffs, which, while the full extent is still uncertain, 

are expected to cut into US growth and impact US households, amongst other factors.

• The uncertainty around President-elect Trump's tariff policy remains a key concern. 

A targeted and gradual approach is expected to have a relatively small impact on US 

growth and inflation, while an aggressive approach could have a more negative impact 

on both US and global growth, and global rates and inflation.

Asset class view

• With the Trump administration, expectations are for tax cuts and pro-corporate policies to 

boost US corporate earnings. While we acknowledge that much of the “US Exceptionalism” 

is already priced into lofty US valuations, risk assets such as global equities and US high 

yield bonds may continue to offer attractive tactical opportunities over the near term. 

• We remain cautious on US Treasuries given the strength of the US economy and the fact 

that in the near term the odds of a recession have lowered and now have shifted towards 

inflationary growth.

• In 2025, we may see cheaper valuations and improving earnings growth lift investor 

sentiment towards Asia and Emerging Market equities.  Gold may be an effective hedge 

against both inflation and US protectionist policies while the energy sector can act as a 

potential hedge against geopolitics when/if supply comes under pressure/threat.

Macro Overview
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Magnitude of 

Negative Impact 
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The probability of a resurgence in US inflation can have 
a negative impact on the US economy and the potential to 
disrupt (i.e., delay) the US Fed’s easing cycle. 

Geopolitical risks can significantly impact investor 
sentiment, but fundamentals will ultimately drive market 
returns. The Syria regime change reminds us of continued 
geopolitical risks and volatility in the market. 

China’s growth slowdown (and its drag on global 
growth overall) may continue for longer as stimulus fails 
to meaningfully accelerate the economy. Persistent 
deflationary trends in China pose a risk of negative 
spillover effects to the global economy.
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Monetary policy

• Persistent inflation may delay Fed rate cuts into the second half of this year. That said, 

the Fed will likely continue to focus on incoming data, especially relating to core 

inflation data (i.e., consumer price index and personal consumption expenditure), in 

addition to the labour market, in order to guide its monetary policy.

• The path for US rates still remains uncertain as much will depend on the timing of 

tariff implementation amongst other factors.

Inflation

• Despite the January 2025 US consumer price inflation data surprising to the upside, we 

believe inflation is generally moving towards the US Federal Reserve’s (Fed) 2% target. 

However, the path may be gradual and uneven as short-term inflation risks remain 

(e.g., Trump’s tariffs).

• We are also closely monitoring the labour market as wage inflation has a very high 

correlation to core inflation.

• We remain vigilant of potential supply-side shocks (e.g., Middle East tensions impacting 

oil supply) and the inflationary impact of the new US administration’s policies under 

Trump 2.0, especially on the trade and tariff fronts.
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• US Treasury yields rose at the start of January, with long-term rates hitting year-

highs before stabilising: the 2-year yield fell 3 bps month-on-month to 4.22%; the 

10-year yield hit a high of 4.79% before finishing unchanged at 4.58%. Against this 

backdrop, US Treasuries and global aggregate bonds gained 0.5% and 0.6% 

respectively, supported by softer-than-expected US inflation data.

• Credit spreads narrowed marginally across high yield and investment grade bonds. 

US high yield bonds outperformed global investment grade bonds and sovereign 

bonds in January. Emerging Market USD sovereign bonds delivered 1.4%, with high 

yield credits outperforming investment grade credits. Asian USD bonds rose 0.5%, 

primarily owing to the positive performance of investment grade issuers.

Market Recap and Update

Global Bond Markets
(Monthly gross returns as of 31 January 2025, in USD)*

Global Equity Markets
(Monthly gross returns as of 31 January 2025, in USD)*

Data source: Eastspring Investments, LSEG Datastream and MSCI. *Monthly total returns are provided as of 31 January 2025. Equity returns are referenced by the respective MSCI market indices quoted in USD, in gross return terms. “Global” is represented by the MSCI ACWI; “DM” is represented by the MSCI World Index. “APxJ” is represented by MSCI AC Asia Pacific ex Japan Index. “EM” is represented by MSCI Emerging Markets Index. 
“Value” and “Growth” are represented by the MSCI World Value Index and MSCI World Growth Index, respectively. “China” is represented by the MSCI China Index and “China A” is presented by the MSCI China A Onshore Index. The fixed income markets are represented as follows: "US Corporate Bonds": ICE BofA US Corporate Index (USD) TR Index gross; “EM Sovereign Bonds”: J.P. Morgan EMBI Global Diversified (USD) TR Index gross; “US 
Treasuries”: Bloomberg Barclays US Treasury Index (USD) TR Index gross; “Asian USD Bonds”: J.P. Morgan Asia Credit Index (USD); "Global Aggregate Bonds": Bloomberg Barclays Global Aggregate (USD) TR Index gross; "US High Yield Bonds": ICE BofA US High Yield Index (USD) TR Index gross.
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• Early 2025 saw a rocky start, with growth and AI stocks facing headwinds due to the 

introduction of China's DeepSeek, an AI model that competes with OpenAI's models but comes 

at a reduced price. Despite this, global equities, as proxied by the MSCI ACWI, rose by 3.4% in 

January, with most equity markets delivering positive returns. Developed Markets, led by 

strong performances in Europe, especially from Sweden (9.8%), Germany (9.4%), and 

Switzerland (8.2%), outperformed Emerging Markets (EM), which returned 1.8%. 

• Europe equities gained 6.9%, driven in part by a rotation away from large cap US tech stocks. 

The MSCI China Index's higher tech company content likely benefited from the DeepSeek story 

and rose 1% while the China A Index, more tied to the domestic economy, lagged by 2.1% due 

to persistent deflation and awaited stimulus. The Hong Kong Index is also less tech-centric with 

a greater concentration towards financials and hence benefited less from the DeepSeek story. 

Korean equities surged by 6.3%, supported by investment-friendly policies amid economic and 

political uncertainty. Indian equities declined by 3.6%, continuing their downward trend for the 

fourth consecutive month; investor sentiment has been dented by slowing growth and dull 

earnings. 
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The information presented is issued by Prudential Investment Management (Pte) Limited (Co. Reg. No 202307916D) (“PIM”)  for Prudential Assurance Company Singapore (Pte) Limited (Co. Reg. No. 
199002477Z) (“PACS”) and Prudential Financial Advisers Singapore (Pte) Limited (Co. Reg. No. 202211309M) (“PFA”), and cannot be reproduced, amended or circulated in whole or in part to any other 
person without Prudential’s prior written consent.

The information presented is for your information only and does not consider specific investment objectives, financial situation or needs of any person. It should not be relied upon as financial advice 
to buy, sell or hold any investment product or class of investment products. It should not be construed as an offer or solicitation for the subscription, purchase or sale of the names mentioned herein. 
Reliance upon information in this document is at the sole discretion of the reader.

You are recommended to read the relevant materials such as product summary, fund prospectus, fund information booklet and product highlights sheet(s) relating to the any investment product or 
class of investment products and seek advice from a qualified Prudential Financial Representative for a financial analysis before purchasing a policy suitable to meet your needs.

All investment products are subject to investment risks including the possible loss of the principal amount invested. Past performance is not necessarily indicative of future performance. Future 
prediction, projection or forecast is not necessarily indicative of future or likely performance of the investment products.

The prediction, projection or forecast on the economy, securities markets or the economic trends of the markets are not necessarily indicative of the future or likely performance. Information herein 
is believed to be reliable at time of publication. Data from third party sources may have been used in the preparation of this material and Prudential has not independently verified, validated or 
audited such data. Where lawfully permitted, Prudential does not warrant its completeness or accuracy and is not responsible for error of facts or opinion nor shall be liable for damages arising out of 
any person’s reliance upon this information. Any opinion or estimate contained in this document may subject to change without notice.

As buying a life insurance policy is a long-term commitment, an early termination of the policy usually involves high costs and the surrender value, if any, that is payable to you may be zero or less than 
the total premiums paid. Investment products are subject to investment risks including the possible loss of the principal amount invested. The performance of any investment product or class of 
investment products is not guaranteed. 

This material is for reference only and is not a contract of insurance. Please refer to the exact terms and conditions, specific details and exclusions applicable to these insurance products in the policy 
documents that can be obtained from your Prudential Financial Representative. This material is for distribution in Singapore only and shall not be construed as an offer to sell or solicitation to buy or 
provision of any insurance product outside Singapore.

These policies are protected under the Policy Owners’ Protection Scheme which is administered by the Singapore Deposit Insurance Corporation (SDIC). Coverage for your policy is automatic and no 
further action is required from you. For more information on the types of benefits that are covered under the scheme as well as the limits of coverage, where applicable, please contact your insurer or 
visit the General Insurance Association Of Singapore (GIA)/Life Insurance Association Singapore (LIA) or SDIC web-sites (www.gia.org.sg or www.lia.org.sg or www.sdic.org.sg).

Information is correct as at 19 February 2025, unless otherwise stated.

Disclaimer
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