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TAKING STOCK: SHIFTING
MARKETS, BALANCED

PERSPECTIVE

The first half of the year has been eventful. The year began
with the second inauguration of Donald Trump —the first US
president in 125 years to serve non-consecutive terms, and
only the second in history.

Markets initially welcomed the return of a President known
for pro-business policies. However, optimism quickly faded
asconcerns mounted around trade uncertainty, growing US
debt, and questions over the Federal Reserve's independence.
One of the key debates now is whether we have reached the
end of US equity market outperformance, which has driven

markets for several years.

SHIFTING MARKET LEADERSHIP

The reversal in regional market performance between 2024
and 2025 has been striking. While the US (particularly the tech
stocks) led markets last year, this year has seen a significant
shift. The MSCI World Index excluding US companies has gained
almost 20% over the last six months, driven by strong returns
from European and Emerging Market equities. Much of the
US weakness has been self-inflicted: trade tariffs, squabbles
with the Fed and efforts to push through a deficit-expanding
budget have weighed on sentiment.
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Adding to the pressure was the February launch of DeepSeek’s
Al model. The Chinese-backed platform raised doubts about
the US'technological dominance. Large US tech companies

saw sharp declines at the time, with some yet to fully recover.
This has sparked renewed debate over the sustainability of big
tech’'s Al spending, a topic we explored in our recent article, Is
Alphabet Overspending on Al?, which examines Alphabet's
US$75 billion capex plan and why such heavy investment

may prove to be a strategic advantage.

OTHER MARKET MOVES

Oil prices have been volatile amid escalating tensions in
the Middle East, while precious metals have surged (gold
by 26% and platinum by 52%) as geopolitical risk rose and
supply tightened.

Perhaps the most significant move has been the US dollar’s
decline. While past episodes (in 2002 amid twin deficit
concerns or in 1985 following the Plaza Accord) triggered
notable falls, the current decline rivals the dollar's sharp drop
after the Bretton Woods collapse.

In the first half of this year, the dollar fell more than 10%.
While various factors are at play, it's interesting to note that

Graph 2: US dollar and bond yields fall

4.7 1o
\.\ US 10 Year Yield (%) — US Dollar (DXY) (RHS)
46 A 108

LAY \/\—J\
106
45
L\,\/J\f\ 104
44

. \q " 102

W N
42 V \,Jr\\ o8
96
4 94
Jan-25 Feb-25 Mar-25 Apr-25 May-25 Jun-25

(%)

41

Source: Datastream; Private Clients

Private Clients

by é@ Old Mutual Wealth


https://www.oldmutual.co.za/om-docs/bltba81a39cf59c0404/Is-Alphabet-Overspending-on-AI.pdf
https://www.oldmutual.co.za/om-docs/bltba81a39cf59c0404/Is-Alphabet-Overspending-on-AI.pdf

a weaker dollar has consistently been President Trump's
policy aim. Lower bond yields and a softer dollar are seen as
boosting US competitiveness. Given that both have declined
since the inauguration, the current US administration likely

see this as a success.

CURRENCY MOVES IN PERSPECTIVE

Although the dollar's 10.7% decline year-to-date is notable,
context isimportant. The currency has simply returned to levels
seen a decade ago. Looking back 25 years, it has weakened by
less than 5% against a basket of developed market countries.

This long-term stability is why we place little emphasis on
short-term currency moves within our Global Equity Model
Portfolio. Currency swings tend to offset over time, and we
believe investors should focus instead on long-term business
fundamentals.

Furthermore, where companies generate their revenue is more
important than where they are listed. Most of the companies
in the portfolio are multinationals with globally diversified
revenue streams. This helps to mitigate both geopolitical
risks and currency volatility.

In aweaker US dollar environment, companies that generate
income abroad benefit when those foreign earnings are
converted back into dollars, resulting in higher reported
earnings. Asshown in the image, roughly half of the portfolio’s
revenue comes from outside the US, with more than 20%
derived from faster-growing emerging markets — positioning
the portfolio well.

GLOBAL EQUITY PORTFOLIO'S GEOGRAPHIC REVENUE
EXPOSURE

Western
Europe:
19.5%

South America:
3.8%

Africa: Australia:
1.5% 5.2%

FOCUSED ON ENDURING THEMES

Beyond diversification, we focus on long-term investment
themes that we believe will drive sustainable returns.

Artificial intelligence (Al): We maintain direct exposure through
companiessuch as ASML, iShares Semiconductor ETF, Microsoft,
Amazon, and Alphabet —all early Al beneficiaries. We also see
secondary beneficiaries emerging, such as Adobe, which is
incorporating Al tools like Acrobat Al Assistant. We expect Al
to be a significant earnings driver across industries over time.

Healthcare innovation: Companies such as Stryker, Danaher,
and Zoetis provide exposure to healthcare, a sector benefiting
from rising longevity and greater health awareness globally.
Danaher, in particular, plays a critical role in advancing drug
research and development through its specialised tools and
technologies.

Digital payments: Visa, long known for its card-based payment
network, has evolved into a “network of networks,” enabling
a wide range of digital payment methods, including mobile
devices, digital wallets, and emerging platforms. While it
has been a key beneficiary of the shift to a cashless society
over the past two decades, Visa's next growth frontier lies in
its expanded role as a global facilitator of all types of digital
payments, positioning it well for continued growth.

Defensive allocations: To help cushion the portfolio during
periods of market volatility, we maintain exposure to defensive
holdings such as Berkshire Hathaway and Nestlé. Both have
consistently shown lower volatility than the broader market,
providing stability while still participating in long-term growth.

STAYING THE COURSE

The first half of the year has brought its share of volatility
and unexpected market shifts, but it has also reaffirmed the
value of diversification. Many of last year's underperformers
have become this year’s leaders, a clear reminder of the
importance of consistency and discipline.

Looking ahead, we expect volatility to remain elevated
amid geopolitical risks, currency movements and shifting

interest rate dynamics. However, our focus on high-

quality, globally diversified businesses with structural
growth drivers positions the portfolio well beyond the
second half of this year.

As we head into the remainder of the year, we believe
that maintaining a diversified portfolio remains essential,
not only to manage risk, but also to capture long-term
opportunities across regions and industries.
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