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AlA Asset Allocation View

July 2025

Major equity indices staged a sharp recovery back to record
levels in the month of June as investors await the
announcement of any trade deals between the U.S. and its
trading partners. Back in April, U.S. President Trump’s tariff
plans that were announced during Liberation Day, had
stirred volatility across global markets with sentiments
affected by tariff tensions and broad markets left within
striking distance of an economic recession expectation.
Markets had since rebounded strongly after the 90-day
tariff reprieve that is set to expire on 9 July.

The U.S. Republican and Democrat political parties continue
to clash over President Trump’s massive tax and spending
package, at odds over how much support they plan to cut
from Medicaid and other social safety-net-programs as the
White House remains optimistic that the president would
get the legislation signed by July 4.

AlAInvestments

Oil prices hovered around the lowest level since early June
in a volatile quarter following Trump’s tariff
announcements that saw prices dropped sharply, before
the surge in June as conflicts broke out between Israel and
Iran and easing later as hostilities eased. The focus is back
on fundamental drivers, with potential trade deals and
increased OPEC+ production the biggest near-term
catalysts.

U.S. Federal Reserve Chair Powell and nearly a dozen
other policymakers have signaled that they prefer to wait
for more clarity on the effects of the U.S. tariffs on the
inflation path before adjusting interest rates, ahead of the
Fed’s July 29-30 meeting. They added that there is time to
track developments patiently and allow visibility to
improve, given the strength in the economy.
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Maintain a cash buffer for
strategic opportunities when
markets stabilize.
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Global Equities: Maintain Neutral Position

44,095 3.6

562 11.2
40,487 1.5
3,936 0.0
24,072 20.0
3,072 28.0

Source: CEIC. Past performance is not necessarily indicative of future performance. Data as of end-Jun 2025.

Underweight Overweight

Fixed Income: Maintain Neutral Position

e Fiscal sustainability concerns and Fed rate
cutting expectations are creating a tug-of-
war in yield movements. Tarif impacts
remain unclear, posing short-term
inflation and long-term growth risks.

* Credit spreads have narrowed to recent
tights but are expected to resume mild
widening as economy cools down over
the medium term.

Asia Ex-Japan Equities: Upgrade to OW

* Geopolitical crises historically only have a
fleeting impact on markets, largely

Position

depending on how big an impact it has on
oil prices. With our base case assuming no
major or sustained energy supply
disruption, given shifts in global energy
trade and strategic reserves, we maintain
a neutral stance on global equities,
barring significant escalations.

We maintain a two rate reductions of 25
basis points (bps) each in 2025 in Sep and
Dec on the assumption the situation
stabilizes and inflation pressure
moderates.

Upgrade to overweight position on Asia
ex-Japan equities on account of renewed
capital inflows, accommodative domestic
monetary policy and re-rating of country-
specific outlook (e.g. in South Korea).

Cautiously optimistic on China equities
from supportive stimulus and attractive
valuation, though fierce deflationary
price competition and geopolitical risk
continue to cloud the earnings outlook
despite early signs of broader economic
recovery.

Published by AIA Investment Management HK Limited (“AIMHK”).
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Disclaimer & Terms of Use

AlA Investment Management HK Limited (AIMHK)

This document is prepared by AIA Investment Management HK Limited (“AIMHK”) for information
purposes only. This does not take into account the specific investment objectives, financial situation and
particular needs of any persons. An investor may wish to seek advice from a financial adviser regarding
the suitability of the investment product, taking into account the specific investment objectives, financial
situation or particular needs of any person in receipt of the document, before the person makes a
commitment to purchase the investment product. Nothing in this document should be construed as
investment, tax, legal or other advice. References to specific securities , if any, are presented to illustrate
the application of our investment philosophy only and are not to be considered as recommendation by
AIMHK.

The information herein should not be used as the basis of any investment decision. This document does
not constitute an offer to sell or the solicitation of an offer to buy any security or investment or advisory
service, or a recommendation of any such security or service, that may be referenced on or through this
document. This document and nothing in this document shall be construed to be marketing or
advertising for any security or collective investment scheme referenced in or through this document and
is not an invitation to acquire, subscribe, acquire an interest in or participate in the same. All views
expressed and references to specific securities or investment, if any, are included for illustrations only.
Any scheme described as having been authorised by the Securities and Futures Commission of Hong
Kong does not imply official recommendation. No representations or warranties are given as to the
reliability, suitability, usefulness, accuracy and completeness of the information.

The information contained herein (including opinions and views) is subject to change without notice.
AIMHK, its directors, 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 AIMHK’s negligence or otherwise, if any. Past
performance figures, and any economic and market trends or forecast, if any, are not necessarily
indicative of future performance of any strategy or portfolio. Investment is subject to investment risks,
including the possible loss of the principal amount invested. Financial markets are volatile and can
fluctuate significantly in response to company, industry, political, regulatory, market, or economic
developments. These risks are magnified for investments made in emerging markets. No investment
strategy or risk management technique can guarantee returns or eliminate risk in any market
environment. Diversification or asset allocation does not guarantee a profit nor protect against loss in
any market.

Unless otherwise specified, all data is sourced from AIMHK. This document cannot, without our consent,
be reproduced, amended or circulated in whole or in part to policyholders and potential investors, for
whatever purpose or reason. For the avoidance of doubt, this document must not be used for sales
presentation or illustration or like purposes. This document may only be used and/or received in
accordance with the applicable laws in your jurisdiction. All investments involve risks, and past
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