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Earnings Soar, Fed Cuts and Trade 
Tensions Cool 

• Strong Earnings Propel October Market Rally 

• Fed Cuts Rates Despite Lack of Key Economic Data 

• US-China Relations Improve After High-Level Diplomatic Talks  
 
Laurent Ramsamy  
Lead Portfolio Manager 
 
What’s happening? 

The global economy is entering autumn in a state of fragile calm. Yet, global equity markets posted another month of gains, 
driven by the tech sector, the Fed’s rate cut, and the temporary trade truce between the U.S. and China. However, the U.S. 
government shutdown offers little insight into the short-term trajectory of the American economy. The Fed appears to share 
this cautious stance. In the euro area, economic activity has proven more resilient than expected, and inflation remains 
broadly in line with the target. 

Analysis of the U.S. economy remains limited due to the ongoing federal government shutdown, with current assessments 
relying solely on private data. The October ISM Manufacturing Index dipped slightly to 48.7, while the Services Index 
improved to 52.4. The Fed cut its policy rate by 25 basis points (to 3.75-4%) but emphasized that another cut in December 
is “not a given.” Private sector hiring has resumed at a moderate pace. On the political side, the D. Trump and X. Jinping 
meeting extended the trade truce but failed to resolve deeper tensions. Washington agreed to partially reduce tariffs in 
exchange for a temporary suspension of export restrictions on rare earths. 

The Euro area growth slightly exceeded expectations in Q3, rising by 0.2% q/q, though disparities between countries remain 
pronounced. France surprised on the upside with a 0.5% increase, while Germany and Italy stagnated. Headline inflation 
eased slightly in October to 2.1% y/y, and core inflation held steady at 2.4% y/y. The ECB kept its deposit rate unchanged at 
2% during its latest meeting and reiterated its data-dependent approach for future decisions. The Governing Council remains 
in a wait-and-see mode, tolerating below-potential growth in the hope of a continued recovery and potential fiscal stimulus 
in Germany. In France, Prime Minister S. Lecornu’s government survived a no-confidence vote and a draft budget has been 
submitted, which is currently under parliamentary negotiation.  

China’s economic growth slowed to 4.8% y/y in Q3, weighed down by weak consumption and investment. Retail sales growth 
decelerated to 3.0%, well below the May peak of 6.4%. In contrast, industrial production accelerated to 6.5% y/y in 
September, driven by the tech sector, after dipping to 5.2% in August. The Fourth Plenary Session confirmed Beijing’s 
strategic focus on technological self-sufficiency in response to ongoing geopolitical tensions. 

We expect upcoming policy decisions to be shaped by the prolonged US government shutdown, while in Europe fears over 
fiscal deterioration and renewed French political uncertainty will weigh on sentiment. European states agreed after 
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marathon negotiations that lasted through the night, to reduce greenhouse gas emissions by 90% by 2040 compared to 
1990 levels. This deal marks a crucial step between the EU’s current target of a 55% reduction by 2030 and its legally binding 
goal of carbon neutrality by 2050. Despite fiscal concerns in several countries and lingering inflation apprehensions, bond 
markets rallied amid central bank rate cuts. 

Portfolio positioning and performance  

 

Equity markets continued their upward trajectory in October, with the portfolio delivering a stronger performance than in 
the previous month. Gains were notably driven by Real Estate, Healthcare, Technology, and Utilities, reflecting a broadening 
of market leadership beyond growth-centric sectors. The increased allocation to equities proved timely, as excess return 
increased significantly compared to September. This was supported by resilient Q3 corporate earnings and growing investor 
confidence in a soft-landing scenario for the U.S. economy. The Technology sector remained a key contributor, buoyed by 
sustained momentum in AI and semiconductor demand. 

Fixed income allocations were moderately reduced during the month, yet performance improved relative to September. 
The portfolio benefited from a continued preference for Investment Grade credit, which outperformed amid stable spreads 
and a supportive macro backdrop. The decline in long-term yields, driven by dovish signals from central banks and signs of 
moderating inflation, provided a tailwind to bond prices. High Yield exposure was selectively trimmed, reflecting a more 
defensive stance. 

Throughout the month, portfolio activity was more opportunistic, capitalizing on shifting market conditions. Equity exposure 
was tactically increased, particularly in sectors with strong earnings momentum and structural tailwinds. Meanwhile, fixed 
income positioning was adjusted to lock in gains and maintain a higher concentration in Investment Grade bonds, which 
continued to deliver attractive risk-adjusted returns. Cash levels were slightly reduced to fund equity allocation, while 
maintaining sufficient liquidity to respond to potential volatility. 

 
Focus stock of the month:   
 

 : Taiwan Semiconductor Manufacturing Company (TSMC) is the world’s largest dedicated semiconductor 
foundry, established in 1987, and plays a crucial role in the global semiconductor industry by manufacturing chips for various 
applications. Headquartered in Hsinchu, it is considered as the largest company in Taiwan and its customers include large 

Dec-24 Sep-25 Oct-25

Net Equity 69,3% 67,8% 70,4%

  Equities 69,3% 67,8% 70,4%

  Equities derivatives 0,0% 0,0% 0,0%

   Risk Mitigation Strategies 0,0% 0,0% 0,0%

Fixed Income 26,5% 31,4% 28,4%

  Govies 6,9% 9,1% 8,0%

   Bond Derivatives 16,8% 9,5% 4,5%

  High Yield Credit 1,5% 1,0% 1,0%

  Investment Grade 16,5% 19,6% 18,1%

  Emerging Debt 1,5% 1,8% 1,4%

Diversification 0,0% 0,0% 0,0%

Cash & Money Market 4,1% 0,8% 1,2%
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tech players such as AMD, Apple and Nvidia. TSMC has the broadest range of technologies and services in the Dedicated IC 
Foundry segment of the semiconductor manufacturing industry. 

TSMC made notable contributions to sustainable development and innovation in recent months through: 

7.2: TSMC has committed to the Science Based Targets Initiative (SBTi) and aims to achieve net-zero emissions by 2050, with 
intermediate goals of 60% renewable energy usage by 2030 (RE60) and 100% by 2040 (RE100). In 2024, the company 
launched the “Maximal Renewable Energy Installation Project,” achieving 3.61 billion kWh of green electricity usage. 
Overseas operations have already reached net-zero for Scope 1 and 2 emissions, and TSMC continues to improve process 
energy efficiency, doubling it within five years of volume production for each node.  

9.5: TSMC invested over 7% of its revenue into R&D in 2024, maintaining leadership in semiconductor scaling. It filed over 
9,000 global patents and registered more than 130,000 trade secrets. The company also collaborates with academic 
institutions to cultivate future talent and deepen industry-academia ties. 

12.2: TSMC operates ISO 14001-certified facilities and has established Zero Waste Manufacturing Centres in Taiwan. The 
company actively recycles solvents, reuses sludge, and recovers electronic-grade chemicals. 89% of waste contractors 
achieved this certification or equivalent in 2024. It also restored over 2 million cubic meters of groundwater and maintains 
a landfill disposal rate below 1% for the tenth consecutive year. 

Outlook: 

“When you see one cockroach, there are probably more”. This metaphor was coined by JPMorgan CEO Jamie Dimon after 
the US regional bank Zions Bancorporation revealed it has been defrauded of around $60 million through manipulated loan 
structures. The fear is that multiple frauds surfacing in quick succession may indicate deeper systemic weaknesses, especially 
in some corners of the private credit markets. In recent weeks, the bankruptcy of First Brands Group – a privately held US 
auto parts manufacturer with opaque off-balance sheet financing – and the collapse of Tricolor Holdings – a subprime auto 
lender accused of fraud – certainly raised investors’ concerns about the risks of poor governance in more marginal parts of 
the financial system. This last episode of fraudulent activity briefly rattled credit markets and focused concerns on 
vulnerabilities in the private credit ecosystem. 
 
We remained invested but quiet tactically on Credit markets for some time now, as we considered spreads to be too tight, 
offering an unattractive risk/reward, but we are not worried about an imminent credit crisis. At below 2%, the non-
performing loans ratio of US banks remains far from levels seen in the aftermath of the GFC (it peaked at 7.5% in 2010). The 
loose covenants and light regulatory environment in parts of the private credit market are not new and can be traced back 
to deregulatory trends that began during Donald Trump’s first term.. 
 
After six months without a daily correction of more than 2% for the S&P500, equities experienced a return of volatility on 
Oct 10 when President Trump, using social media, berated a hostile trade attitude from China relating to their actions on 
rare earths and export controls. In a classic Trump gesture, he first threatened a massive increase in tariffs on Chinese 
products, only to finally appease markets later by confirming he will be meeting Xi Jinping in South Korea, the first time since 
Trump returned to the White House. As tariff uncertainty made a comeback, the positioning reduction from volatility-
controlled strategies and discretionary investors was well absorbed by the market judging by the limited drawdown in the 
S&P500. This is especially important considering that the return to a higher volatility regime also triggered some profit taking 
in high momentum trades which have been retail favourites since the market rally began in late April. 
 
In our view, the hyperbolic rise in the price of Gold and other precious metals in the past weeks is another expression of the 
speculative trend which was fuelled by substantial inflows on ETFs from individual investors as well as price insensitive 
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demand from central banks, rather than a higher expression of defiance towards US Treasuries and the Dollar. Being most 
overbought in 45 years, the selloff in Gold that followed reflects a positioning wipe out rather than a macro shock. 
 
We view the recent reduction in investor positioning as a constructive development. From a fundamental standpoint, the 
macro and micro backdrop remains supportive. Earnings continue to send a constructive message overall in both the US 
and Europe. The beat rate for the S&P50 is higher than usual, above 80% at time of writing and EPS is on pace to exceed 
10%, assuming the historical trend of estimate revisions. The combination of looser monetary policy in a non-recessionary 
economic environment, enthusiasm around AI adoption, ongoing fiscal stimulus, and resilient corporate earnings creates a 
favourable setting for risk assets into year end. 
 
Disclaimer 
 

 
Not for Retail distribution: This document is intended exclusively for Professional, Institutional, Qualified or Wholesale Clients / Investors only, as defined by 
applicable local laws and regulation. Circulation must be restricted accordingly. 
 

Past performance is not a guide to current or future performance, and any performance or return data displayed does not take into account commissions and 
costs incurred when issuing or redeeming units. The value of investments, and the income from them, can fall as well as rise and investors may not get back the 
amount originally invested. Exchange-rate fluctuations may also affect the value of their investment. Due to this and the initial charge that is usually made, an 
investment is not usually suitable as a short term holding. 

This document is for informational purposes only and does not constitute investment research or financial analysis relating to transactions in financial instruments 
as per MIF Directive (2014/65/EU), nor does it constitute on the part of AXA Investment Managers or its affiliated companies an offer to buy or sell any investments, 
products or services, and should not be considered as solicitation or investment, legal or tax advice, a recommendation for an investment strategy or a personalized 
recommendation to buy or sell securities. The strategies discussed in this document may not be available in your jurisdiction.  

Due to its simplification, this document is partial and opinions, estimates and forecasts herein are subjective and subject to change without notice. There is no 
guarantee forecasts made will come to pass. Data, figures, declarations, analysis, predictions and other information in this document is provided based on our 
state of knowledge at the time of creation of this document. Whilst every care is taken, no representation or warranty (including liability towards third parties), 
express or implied, is made as to the accuracy, reliability or completeness of the information contained herein. Reliance upon information in this material is at the 
sole discretion of the recipient. This material does not contain sufficient information to support an investment decision. 

Please note that the management company reserves the right, at any time, to no longer market the product(s) mentioned in this communication in a European 
Union country by notification to its authority of supervision in accordance with European passport rules. In the event of dissatisfaction with the products or 
services, you have the right to make a complaint either with the marketer or directly with the management company (more information on our complaints policy 
available in English here). You also have the right to take legal or extra-judicial action at any time if you reside in one of the countries of the European Union. The 
European online dispute resolution platform allows you to enter a complaint form (by clicking here) and informs you, depending on your jurisdiction, about your 
means of redress (by clicking here). 

Issued in the U.K. by AXA Investment Managers UK Limited, which is authorised and regulated by the Financial Conduct Authority in the UK. Registered in England 
and Wales, No: 01431068. Registered Office: 22 Bishopsgate, London, EC2N 4BQ. In other jurisdictions, this document is issued by AXA Investment Managers SA’s 
affiliates in those countries. 

In Hong Kong, this document is issued by AXA Investment Managers Asia Limited (SFC License No. AAP809), which is authorized and regulated by Securities and 
Futures Commission. This document is to be used only by persons defined as “professional investor” under Part 1 of Schedule 1 to the Securities and Futures 
Ordinance (SFO) and other regulations, rules, guidelines or circulars which reference “professional investor” as defined under Part 1 of Schedule 1 to the SFO. This 
document must not be relied upon by retail investors. Circulation must be restricted accordingly. 

In Singapore, this document is issued by AXA Investment Managers Asia (Singapore) Ltd. (Registration No. 199001714W) and is intended for the use of Institutional 
Investors only as defined in Section 4A of the Securities and Futures Act (Cap. 289) and must not be relied upon by retail investors. Circulation must be restricted 
accordingly. 

This document has been issued by AXA Investment Managers Asia (Singapore) Ltd (ARBN 115203622) (“AXA IM Asia”). AXA IM Asia is exempt from the requirement 
to hold an Australian Financial Services License and is regulated by the Monetary Authority of Singapore under Singaporean laws, which differ from Australian 
laws. AXA IM Asia offers financial services in Australia only to residents who are “wholesale clients" within the meaning of Corporations Act 2001 (Cth). 

For Japanese clients: AXA Investment Managers Japan Ltd., whose registered office and principal place of business is at NBF Platinum Tower 14F 1-17-3 Shirokane, 
Minato-ku, Tokyo 108-0072, Japan, which is registered with the Financial Services Agency of Japan under the number KANTOZAIMUKYOKUCHO (KINSHO) 16, and 
is a member of Japan Securities Dealers Association, Type II Financial Instrument Firms Association, Investment Trust Association of Japan and Japan Investment 
Advisors Association to carry out the regulated activity of Financial Instrument Business under the Financial Instrument Exchange Law of Japan. In Japan, none of 
the funds mentioned in this document are registered under the Financial Instrument Exchange Law of Japan or Act on Investment Trusts and Investment 

https://www.axa-im.com/important-information/comments-and-complaints
https://ec.europa.eu/consumers/odr/main/index.cfm?event=main.home.chooseLanguage
https://ec.europa.eu/consumers/odr/main/?event=main.adr.show2
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Corporations. This document is purely for the information purpose for use by Qualified Institutional Investors defined by the Financial Instrument Exchange Law 
of Japan. 

In Korea, AXA Investment Managers Asia (Singapore) Ltd is a registered Cross Border Investment Advisor/Discretionary Investment Management Company under 
the Financial Investment Services and Capital Markets Act (the “Act”). The activities referenced under the Act are 5-2-2 Investment Advisory Business and 6-2-2 
Discretionary Investment Management Business, respectively. Its financial services are available in Korea only to Professional Investors within the meaning of 
Article 10 of Enforcement Decree of the Financial Investment Services and Capital Markets Act. 
 
To the extent that any fund is mentioned in this document, neither the fund nor AXA IM Asia is making any representation with respect to the eligibility of any 
recipients of this document to acquire the units/shares in the fund under the laws of Korea, including but without limitation the Foreign Exchange Transaction Act 
and Regulations thereunder. The units/shares have not been registered under the Financial Investment Services and Capital Markets Act of Korea, and none of the 
units/shares may be offered, sold or delivered, or offered or sold to any person for re-offering or resale, directly or indirectly, in Korea or to any resident of Korea 
except pursuant to applicable laws and regulations of Korea. 

In Taiwan, this document is issued by AXA Investment Managers Asia Limited (SFC License No. AAP809), which is authorized and regulated by Securities and Futures 
Commission. This document and the information contained herein are intended for the use of professional or institutional investors and should not be relied upon 
by retail investors. They have been prepared and issued for private informational and educational purposes only at the sole request of the specified recipients, 
and not intended for general circulation. They are strictly confidential, and must not be reproduced, circulated, distributed, redistributed or otherwise used, in 
whole or in part, in any way without the prior written consent of AXA IM Asia. They are not intended for distribution to any persons or in any jurisdictions for which 
it is prohibited. 

If any fund is highlighted in this communication (the “Fund”), its offering document or prospectus contains important information on selling restrictions and risk 
factors, you should read them carefully before entering into any transaction. It is your responsibility to be aware of and to observe all applicable laws and 
regulations of any relevant jurisdiction. AXA IM Asia does not intend to offer any Fund in any country where such offering is prohibited. 

The offer, distribution, sale or re-sale of fund units/shares in Taiwan requires approval from and/or registration with Taiwanese regulatory authorities. To the 
extent that any units/shares of the Funds are not so licensed or registered, such units/shares are made available in Taiwan on a private placement basis only to 
banks, bills houses, trust enterprises, financial holding companies and other qualified entities or institutions (collectively, “Qualified Institutions”) and other entities 
and individuals meeting specific criteria (“Other Qualified Investors”) pursuant to the private placement provisions of the Rules Governing Offshore Funds. No 
other offer or sale of such units/shares in Taiwan is permitted. Taiwanese purchasers of such units/shares may not sell or otherwise dispose of their holdings 
except by redemption, transfer to a Qualified Institution or Other Qualified Investor, transfer by operation of law or other means approved by the Taiwan Financial 
Supervisory Commission. 

For Malaysian investors: as the recognition by the Malaysian Securities Commission pursuant to Section 212 of the Malaysian Capital Markets and Services Act 
2007 has not been / will not be obtained nor will this document be lodged or registered with the Malaysian Securities Commission, the shares referred to hereunder 
(if any) are not being and will not be deemed to be issued, made available, offered for subscription or purchase in Malaysia and neither this document nor any 
other document or other material in connection therewith should be distributed, caused to be distributed or circulated in Malaysia. 

For Thailand investors: nothing in this document shall constitute in any manner whatsoever a proposal to make available, offer for subscription or purchase or to 
issue an invitation to purchase or subscribe for any securities in Thailand or a proposal to implement any of the foregoing in Thailand nor has this document been 
approved by or registered with the Securities and Exchange Commission of Thailand (“SEC”). No person receiving a copy of this document may treat the same as 
constituting an invitation or offer to him in Thailand and such person shall not distribute or make available this document in Thailand. The issuer of this document 
shall not be liable in any manner whatsoever in the event this document is distributed or made available to any person in Thailand receiving a copy of this document. 
Since no application for approval has been or will be made to the SEC for the offering of the securities, or for the registration of this document, the securities shall 
not be offered for subscription or purchased or made available, whether directly or indirectly, in Thailand. It is the sole responsibility of recipients wishing to take 
any action upon this document to satisfy themselves as to the full observance of the laws of Thailand, to comply with all relevant government and regulatory 
approvals, and to comply with all applicable laws, including but not limited to exchange control laws. 

For Investors in People’s Republic of China (PRC): this document does not constitute a public offer of the product, whether by sale or subscription in the PRC. The 
product is not being offered or sold directly or indirectly in the PRC to or for the benefit of, legal or natural persons of the PRC. Further, no legal or natural persons 
of the PRC may directly or indirectly purchase any of the product or any beneficial interest herein without obtaining all prior PRC’s governmental approvals that 
are required, whether statutorily or otherwise. Persons who come into possession of this document are required by the issuer and its representatives to observe 
these restrictions. 
 
For Brunei investors: This document has not been delivered to, licensed or permitted by Autoriti Monetari Brunei Darussalam.  Nor has it been registered with the 
Registrar of Companies.  This document is for informational purposes only and does not constitute an invitation or offer to the public.  As such, it must not be 
distributed or redistributed to and may not be relied upon or used by any person in Brunei other than  the person to whom it is directly communicated and who 
belongs to a class of persons as defined under Section 20 of the Brunei Securities Market Order, 2013.  
 
For Filipino investors: The shares or units referred to in this document (if any) have not been registered with the Securities and Exchange Commission under the 
Securities Regulation Code. Any future offer or sale thereof is subject to registration requirements under the Code unless such offer or sale qualifies as an exempt 
transaction. 
 
For Vietnam investors: This document does not contemplate an offer to sell the interests in any funds in Vietnam. The document has not been approved by the 
State Securities Commission of Vietnam or any other competent authorities in Vietnam which takes no responsibility for its contents. No offer to purchase the 
interests in any funds will be made in Vietnam and this document is intended to be read by the addressee only and must not be passed to, issued to, or shown to 
the public generally. The value of the interests in any funds, the possibility of gaining profit and the level of risk stipulated in this document is purely for reference 
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purposes only and may change at any time depending on market status. Investment in fund(s) does not carry any assurance that investors will make a profit. 
Investors should themselves carefully balance the risks and the level of those risks before they make any decision to invest in any funds. It is investors’ 
responsibilities to ensure that they are eligible to make investment in any funds. Investors are responsible for obtaining all applicable approvals and complying 
with requirements under Vietnamese laws. 

 

MSCI: Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied warranties or 
representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of 
originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without limiting any of the foregoing, in 
no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct, 
indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.  No further distribution 
or dissemination of the MSCI data is permitted without MSCI’s express written consent. 


