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Optimal Income Strategies

Markets Rise on Profits, Fed Eases
and US-China Thaw

e Robust Corporate Earnings Drive Market Gains in October
e Federal Reserve Cuts Rates of a quarter Amid US shutdown
e US-China Trade Tensions Ease Following High-Level Talks

Laurent Ramsamy
Lead Portfolio Manager

What’s happening?

The IMF’s latest World Economic Outlook has revised global GDP growth for 2025 upward to 3.2%, from 3.0% in July,
reflecting a surprising degree of resilience in the face of ongoing trade tensions. While China’s growth forecast remains
unchanged at 4.8%, other major economies have seen upgrades, with the Euro area and India gaining 0.2 percentage points
and the US 0.1 percentage point.

In the US, the IMF now expects a slight acceleration in 2026, with growth projected at 2.1%, up from 2.0% in 2025. A surge
in tech-related investment, supported by accommodative fiscal policy, is likely to keep GDP growth above potential.
However, we remain slightly more cautious, anticipating a moderation to 1.9% next year.

The Euro area continues to feel the impact of the US-China trade rivalry. In the three months to August, goods exports
declined by 0.1% year-on-year, with sharp drops to key markets: -11.7% to the US, -11.3% to China, and -5% to ASEAN
countries. This export weakness underscores the region’s vulnerability to global trade shifts. On the import side, Chinese
exports accelerated in September, rising from 4.4% to 8.3% year-on-year.

China’s GDP growth slowed to 4.8% year-on-year in Q3, down from 5.2% in Q2, driven by weaker fixed asset investment and
softening household consumption. Recent fiscal support from the Ministry of Finance and the National Development and
Reform Commission is expected to stabilise investment activity in Q4 and early 2026. Against this backdrop, we continue to
expect China to meet its 5% growth target for the year.

As inflation pressures ease, central banks are gaining room to manoeuvre. The Federal Reserve is expected to deliver a series
of insurance cuts, lowering its policy rate to 3.0% by Q3 2026. The ECB is likely to cut once more to 1.75% in March 2026 to
maintain a balanced stance. The Bank of England is projected to reduce its Bank Rate to 3.5% by end-2026, from 4.0%
currently. In contrast, the Bank of Japan is expected to raise rates to 0.75% in January, supported by a robust domestic
backdrop.
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Portfolio positioning and performance

GLOBAL OPTIMAL STRATEGY OPTIMAL STRATEGY DEFENSIVE OPTIMAL STRATEGY

Dec-24 Sep-25 Oct-25 Dec-24 Sep-25 Oct-25

Net Equity 87,9% 96,2% 97,9% 76,3% 80,7% 82,4%
Equities 79,7% 71,5% 71,4% 72,9% 66,0% 66,8% 37,0% 31,7% 36,5%
Equities derivatives 13,9% 25,9% 30,2% 52% 15,4% 18,9% -2,4% 13,1% 8,0%
Risk Mitigation Strategies -57% -1,2% -3,7% -1,8% -0,7% -3,3% 0,0% 0,0% 0,0%

Fixed Income 5,0% 13,1% 13,0% 23,6% 25,7% 25,1%
Govies 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 0,2% 0,3% 0,3%
Bond Derivatives 45,0% 27,9% 12,4% 27,4% 11,8% 8,9% 10,4% 3,0% 3,0%
High Yield Credit 1,0% 2,5% 2,3% 5,6% 4,8% 4,6% 16,3% 24,1% 21,0%
Investment Grade 3,9% 10,4% 10,3% 17,6% 21,0% 20,4% 46,0% -4,8% 34,8%
Emerging Debt 0,1% 0,2% 0,4% 0,3% 0,0% 0,2% 0,5% 0,4% 1,3%

Diversification
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Cash & Money Market -18,6%
We remain firmly overweight global equities, looking past recent volatility. Strong Q3 earnings and resilient alternative data
reinforce our confidence, even as the US government shutdown delays official indicators. While concerns around credit
quality have resurfaced following another regional bank fraud, we view this as a healthy reset—clearing excess optimism
and setting the stage for a continued grind higher into year-end.

Our equity positioning remains diversified and tactical. We continue to support the Al-driven momentum within the S&P
500 and have initiated a relative value trade: long Utilities versus short Energy. Utilities benefit from grid investment and
falling rates, while Oil & Gas majors face headwinds from weak supply-demand dynamics. In addition, we have introduced
more defensive stocks and targeted healthcare trades, where we saw a strong rebound this month. In Europe, EU banks
offer compelling value, and in China, technology stands to gain from renewed domestic stimulus aligned with strategic
innovation goals.

To hedge against rising credit stress and systemic risk, we hold short-dated German bonds. Sovereign curves have flattened
as investors seek safety, and we believe the ECB’s hawkish stance is increasingly misaligned with soft exports, strong
currency, and subdued energy prices. The Eurozone also risks being caught in the crossfire of US-China tensions, facing
weaker exports and deflationary imports redirected from China.

We’ve taken profits on gold following its strong run and elevated levels, seeing limited near-term upside. In turn, we’ve
introduced copper and uranium stocks into the portfolio, reflecting our constructive view on industrial metals. With growing
demand from electrification, infrastructure, and Al-linked data centers, copper and uranium offer strategic exposure to long-
term structural trends.

Outlook

Recent developments in the US credit landscape have reignited concerns about governance and transparency in the more
opaque corners of the financial system. The revelation of fraud at Zions Bancorporation—estimated at $60 million—has
raised fears of broader systemic vulnerabilities, echoing JPMorgan CEO Jamie Dimon’s warning: “When you see one
cockroach, there are probably more.” This follows the bankruptcy of First Brands Group, a privately held auto parts
manufacturer with off-balance sheet financing, and the collapse of Tricolor Holdings, a subprime auto lender accused of
fraudulent practices. These events have cast a spotlight on the private credit ecosystem, where light regulation and loose
covenants—rooted in deregulatory trends dating back to Trump’s first term—continue to pose risks.
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Despite these headlines, we do not see signs of an imminent credit crisis. The non-performing loan ratio for US banks
remains below 2%, far from the 7.5% peak seen during the aftermath of the Global Financial Crisis. While governance risks
in private credit deserve scrutiny, they are not new. What’s more important is that broader credit markets have shown
resilience, with recent volatility contained and systemic spillover limited. The repricing of risk in certain segments may even
prove healthy, helping to recalibrate expectations and reinforce discipline.

Equity markets, meanwhile, have entered a more volatile phase after months of calm. The S&P 500 saw its first daily drop
of over 2% in six months following renewed trade tensions between the US and China. President Trump’s social media
threats over rare earths and export controls briefly unsettled markets, but the announcement of a meeting with President
Xi helped restore confidence. The market’s ability to absorb positioning reductions—particularly from volatility-sensitive
strategies and momentum unwind—without significant drawdown underscores its underlying strength. This episode reflects
not fragility, but a maturing rally adjusting to a more complex geopolitical backdrop.

The recent surge and sharp correction in gold prices further illustrates the speculative nature of current market dynamics.
Gold’s hyperbolic rise was driven more by ETF inflows and central bank buying than by genuine macro stress. Its subsequent
selloff—marking the most overbought conditions in 45 years—was a positioning reset, not a signal of broader defiance
toward US Treasuries or the dollar.

Looking ahead, we view the recent reduction in investor positioning as a constructive development. Fundamentally, the
macro and micro backdrop remains supportive. Earnings continue to surprise positively in both the US and Europe, with
beat rates above 80% and EPS growth on track to exceed 10%. The combination of looser monetary policy, resilient
economic activity, ongoing fiscal support, and enthusiasm around Al adoption creates a favourable environment for risk
assets into year-end. While pockets of stress and volatility will persist, they are not derailing the broader narrative of
recovery and opportunity.

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).


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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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
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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
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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
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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.
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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
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and individuals meeting specific criteria (“Other Qualified Investors”) pursuant to the private placement provisions of the Rules Governing Offshore Funds. No
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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
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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.
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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
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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
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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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indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages. No further distribution
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