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It has been a turbulent few months for global asset prices, and a story of two halves. Donald Trump’s election amidst a 
broader Republican sweep of Congress was a decisive event, causing a bounce in consumer and corporate sentiment, a 
rise in the US dollar, and a strong rebound in risk appetite. Contributing further to this rebound in risk assets was the 
continuation of the US Federal Reserve’s (US Fed) easing cycle amidst wider and globally synchronised interest rate cuts.  
 
However, there was a sting in the tail as global shares softened towards year-end because market participants fretted about 
the risk of higher interest rates in 2025. Sometimes, at least for markets, there can be too much of a good thing. 
 
We retain a constructive cyclical outlook on a 12 month time horizon, with the US economy back in expansion phase. Near-
term, the lagged effect of interest rate cuts, and a pull forward in stronger growth due to Trump induced “animal spirits” will 
see a growth re-acceleration and a re-tightening in the labour market. However, a likely US Fed pause, higher mortgage, 
and corporate rates, alongside a rise in tariffs will usher in a new growth slowdown over the medium term. 
 
The above stated central case represents the most obvious near-term future, however the inherent complexity of markets 
makes it difficult to predict a path with any consistency. Because the potential for deviation from the most likely path will 
always exist, investment consequences of less-obvious futures must also be considered and understood, such as the 
possibility of a growth disappointment. 
 
Under this scenario, policy implementation of the new Trump administration could disrupt the current US growth trajectory.   
Immediate changes to trade (via tariffs), immigration and regulation via executive orders will see markets attempt to price 
the impacts. While most changes will be offered as beneficial to US economic growth, there will inevitably be unintended 
impacts on the real economy that will neither be known nor experienced for some time.   
 
All up and broadly speaking, we continue to maintain near neutral allocations to most risk assets for our diversified funds. 
Current yields for fixed income and credit exposures provide an alternate return source for the funds with greater resiliency 
should the outlook deteriorate. We believe this positioning will capture adequate upside as strength continues, while leaving 
dry powder to take advantage of a buying opportunity in shares if growth stalls, or if inflation remains stubborn. 
 
 

Portfolio positioning 

The main positions of the funds at the end of the December 2024 quarter were: 

• Within Australian shares, we have a larger representation in large-cap direct shares and remain alert to more 
elevated valuations. We maintain exposure to small and mid-caps and see these allocations aligning with superior 
earnings growth, and over time stronger capital growth.  

• Holding both hedged and unhedged global shares continues to be an important diversifier. We have maintained a 
structurally lower developed market foreign currency exposure due to the increasing valuation appeal of, and 
constructive medium-term outlook for the terms of trade for the Australian dollar, particularly versus the US dollar. 
The surge in US mega-cap shares, strength in the US dollar and broader jubilance surrounding the incoming US 
President Trump, present near-term uncertainty and potential turbulence for emerging market shares. 

• Alternatives provide the portfolios with important real return exposures and sources of low correlation return 
streams. They also provide diversification and versatility in downside scenarios via a high quality, dynamic real 
return solution that has a healthy allocation to genuine alternative assets. 

• We believe active management is appropriate within fixed income to effectively navigate a turbulent interest rate 
and yield curve environment. We see favourable risk-reward attributes with longer duration Australian fixed interest 
and high-quality credit. 

 

For more information, please speak with your financial adviser. 
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Important information 

This information has been prepared by MLC Asset Management Pty Ltd (MLCAM) (ABN 44 106 427 472, AFSL 308953), part of the 

Insignia Financial Group of companies (comprising Insignia Financial Ltd ABN 49 100 103 722 and its related bodies corporate) (‘Insignia 

Financial Group’ No member of the Insignia Financial Group guarantees or otherwise accepts any liability in respect of any financial 

product referred to in this communication or MLCAM’s services. The capital value, payment of income, and performance of any financial 

product referred to in this communication are not guaranteed.  An investment in any such financial product referred to in this 

communication is subject to investment risk, including possible delays in repayment of capital and loss of income and principal invested. 

guarantee or otherwise accept any liability in respect of any financial product referred to in this publication. 

This publication is intended only for financial advisers. MLCAM provides this information to advisers and other Australian financial services 

licenses in connection with its distribution of MLC Managed Accounts Strategies. MLCAM does not provide and is not responsible for any 

financial product advice or service a financial adviser may provide or provides to its clients relying on this information, and any financial 

services or advice provided to clients by platform operators which include MLC Managed Accounts Strategies on its investment menu. 

This information may constitute general financial advice. It has been prepared without taking account of an investor’s objectives, financial 

situation or needs and because of that a financial adviser and investor should, before acting on the advice, consider the appropriateness of 

the advice having regard to the investor’s personal objectives, financial situation and needs. Any opinions expressed in this communication 

constitute our judgement at the time of issue and are subject to change. We believe that the information contained in this communication is 

correct and that any estimates, opinions, conclusions or recommendations are reasonably held or made as at the time of compilation. In 

some cases, the information has been provided to us by third parties. While it is believed the information is accurate and reliable, the 

accuracy of that information is not guaranteed in any way. 

Past performance is not a reliable indicator of future performance. The value of an investment may rise or fall with the changes in the 

market. 

Any projection or other forward-looking statement (Projection) in this document is provided for information purposes only. No representation 

is made as to the accuracy or reasonableness of any such Projection or that it will be met. Actual events may vary materially. Opinions 

constitute our judgement at the time of issue and are subject to change.  

MLC Managed Accounts Strategies are available via investment platforms. Please refer to the MLC Asset Management website 

(www.mlcam.com.au) for a full list of platform availability. You should obtain a Product Disclosure Statement relating to the investment 

platform and consider it before making any decision about whether to acquire or continue to hold interests in the Model Portfolios. 

MLCAM may use the services of any member of the Insignia Financial Group where it makes good business sense to do so and will benefit 

customers. Amounts paid for these services are always negotiated on an arm’s length basis. 

This information is directed to and prepared for Australian residents only. 

 


