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  INVESTMENT PERSPECTIVE 

  
 

  Historically, October has a reputation for being a challenging month for the 
stock market, largely due to crashes such as those in 1929 and 1987. This has 
created the psychological expectation that stock prices tend to fall in October.  

However, this year, October somewhat diverged from this narrative. Equity 
markets worldwide reached record highs. This rally was supported by strong 
earnings reports and indications of accommodative monetary policy, including 
interest rate cuts and tariff negotiations that eased uncertainty. 

Nevertheless, market sentiment remained relatively cautious among investors, 
as evidenced by volatility spikes linked to trade tariffs, as well as concerns about 
US regional banks and credit, which precipitated selloffs in the banking sectors 
of the US, the UK, and Europe (notably on 17 October).  

The Fed's decision to lower rates was made amid limited economic data, as the 
ongoing government shutdown has hindered the release of key indicators such 
as employment and inflation reports.  

Despite inflation remaining above its target, the Fed adopted a cautious ap-
proach. The outcome of the Fed’s subsequent policy meetings will be pivotal in 
determining whether the easing trend continues or if a pivot back to tightening 
occurs, particularly if inflation remains high or economic growth accelerates.  

The end of quantitative tightening and the prospect of future monetary policy 
easing continue to support a cautiously optimistic outlook for risk assets. How-
ever, uncertainties surrounding fiscal policy and global economic conditions 
remain a potential source of instability.  

In early October, gold reached a historic high of over $4,300 per ounce, before 
correcting to around $4,000. This pullback is seen as normal profit-taking rather 
than a sign of fundamental weakness, which is consistent with the dynamics of 
the gold market after periods of rapid growth.  

The subsequent correction in gold prices occurred amid the stabilisation and 
strengthening of the US dollar. Investors also locked in gains following a period 
of rapid growth; prices had appreciated by over 55% year-to-date.  

In the credit markets, investment-grade corporate bond spreads remained near 
historic lows despite heavy issuance. The substantial issuance of new bonds by 
major technology companies such as Oracle did not result in a sustained in-
crease in spreads, as investor demand easily absorbed the new issuance. 
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Following its Q3 earnings re-
port on October 30th, Amazon’s 
stock surged about 10-12% in 

after-hours trading.  
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OF NIKKEI 225 

KEY ECONOMIC DATA  

 The US September CPI inflation re-
port showed that prices rose by 0.3% 
last month and by 3.0% over the last 
12 months, which is slower than ex-
pected and not seasonally adjusted. 

 China’s manufacturing sector re-
ported slower activity in October, 
with the Manufacturing PMI falling 
from 51.2 in September to 50.6. 

 Q3 seasonally adjusted GDP in-
creased by 0.2% in the euro area and 
by 0.3% in the EU, compared with the 
previous quarter.  

 China’s real GDP growth slowed to 
4.8% year-on-year in Q3, the lowest 
rate in a year.  

 Japan’s exports in September in-
creased by 4.2% year on year. This 
growth was visible despite a 13.3% 
decline in exports to the United 
States, likely due to tariffs. 

 The Chinese government reported 
that exports denominated in US dol-
lars increased strongly in September, 
rising 8.3% year-on-year – the fastest 
pace in six months.  

 Inflation in the 20-member eurozone 
accelerated slightly in September. 
The EU reported that consumer 
prices rose by 2.2% year-on-year in 
September.  
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 INVESTMENT STRATEGY 
Recent fears about seasonality, valuations and Sino-American 
trade tensions appear to have eased, making way for a sense 
of cautious optimism, as indicated by sentiment indicators.  

Given the positive macroeconomic momentum and improve-
ments in both the US and the rest of the world, this 
environment is more favourable.  

This is evident in corporate earnings, which have, on average, 
exceeded expectations and reinforced the theme of artificial 
intelligence.  

We could therefore see this trend continuing to support risky 
assets, especially since the US Federal Reserve has continued 
its rate-cutting spree, making a second 25-basis-point cut at 
its October meeting. The market is anticipating the ongoing 
normalisation of US short-term rates, a view reinforced by the 
publication of lower-than-expected inflation figures. This 
downward cycle is expected to continue until 2026, with a fur-
ther two to three cuts of 25 basis points.  

While this environment will continue to support markets, 
credit may have less potential at this stage given that spreads 
have already tightened considerably. 

Although we are optimistic about the markets and the econ-
omy, we are not ignoring the challenges posed by valuations 
and the uncertainties surrounding US policy. This is particu-
larly pertinent given that momentum and technical levels 
remain intact, despite a few episodes of volatility. 

This stance is supported by sentiment indicators that remain 
far from euphoric levels, leaving scope for a year-end rally.     

Sanae Takaichi was elected as Ja-
pan’s first female prime minister, 

marking a historic milestone  

 
 

PORTFOLIO ACTIVITY 

After adopting a more cautious stance in early September 
due to concerns about the negative seasonal effects of this 
time of year, we acknowledged that the market trend re-
mained positive.   

Testing the upward trend without breaking it provided fa-
vourable signals and prompted new buying opportunities. 
Based on this observation and the strong macroeconomic and 
corporate results, we increased our equity allocation twice in 
October.  

These increases focused on the Eurozone, US mid-caps, 
emerging markets and Asia, the latter two of which had al-
ready been among our favourites for some time.  

We achieved this increase in equity allocation by eliminating 
our cash position, created in early September, and by contin-
uing to reduce our investment-grade credit exposure.  

Although we maintain a favourable allocation bias towards 
credit, the current spread levels lead us to exercise a degree 
of caution. We have therefore maintained our investments in 
hybrid bonds, both corporate and financial, which we believe 
offer superior returns to traditional corporate bonds. 

Following the spectacular and rapid rise in the price of gold, 
we took opportunities to rebalance our portfolios and secure 
some profits where relevant.  

The relatively strong performance of emerging markets and 
US small- and mid-cap stocks has increased our exposure to 
the US dollar marginally. This remains an underrepresented 
currency in our allocations.  

We have kept our alternative allocation, including gold, un-
changed to enhance portfolio resilience in the event of a 
return to greater dispersion of returns across markets.  

 
 
 

31/12/2024 30/09/2025 31/10/2025 Month-to-Date Year-to-Date 

      Yields (%)     In basis points  In basis points 

US 3-Month  4.31 3.93 3.80 -13 -51 

German 3-Month 2.49 1.74 1.74 0 -74 

US 2-Year  4.24 3.61 3.57 -3 -67 

German 2-Year  2.08 2.02 1.97 -5 -11 

US 10-Year 4.57 4.15 4.08 -7 -49 

German 10- Year 2.36 2.71 
 

2.63 
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      Currencies     In %  In % 

EUR/USD 1.0354 
 

1.1734 1.1537 (1.7) 11.4 

USD/CHF 0.9074 0.7964 0.8046 1.0 (11.3) 

EUR/CHF 0.9401 0.9345 0.9283 (0.7) (1.3) 

GBP/USD 1.2516 1.3446 1.1352 (2.2) 5.1 

      Commodities     In %  In % 

Oil (WTI) $71.7 $62.4 $61.0 (2.2) (15.0) 

Copper $402.7 $485.7 $508.9 4.8 26.4 

Gold $2’625 $3’859 $4’003 3.7 52.5 
 

             Source: Bloomberg Finance L.P. 
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