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Tech-tonic Shift - Structural Trends Driving Global Markets    

  
 

TREND #1 – DE-GLOBALIZATION SHOCK AND AWE … LEADS TO A GLOBAL RESPONSE  

The trends below have far-reaching consequences for investment strategy and portfolio construction.   

• The U.S. led global world order, in place since WWII, has rapidly given way to power politics.  
Strategic competition between superpowers is increasingly being expressed via industrial policy: 
export controls, regulation, subsidies, procurement controls and trusted supply chain rules.   

• Developed world policies have unleashed a fragmentating world order, whether we be discussing the 
U.N., the NATO alliance, U.S. China, U.S. Europe, U.S. Mexico, U.S. Asia etc.  The damage appears 
significant and lasting.   

Global Trade Peaked in 2019 and Has Been in Gradual Decline 

 

• Global Trade Plateaued in 2019 - Global trade relative to GDP, has largely ground to a halt in the past 
10 years.  In its place, countries are aggressively pursuing bilateral trade agreements, structuring 
reliable supply chains and secure resource availability.  Reliability has replaced cost as a primary 
consideration, and political considerations are increasingly part of the equation.   

• Evolving Global Response – Geopolitics is in vogue and the global world order is shifting.  Notably, 
a welcome policy response has come forward, from impacted nations and regions.  Active negotiations 
are leading to new alliances, free trade agreements, export markets, transportation pathways, and trade 
networks.  The world decided to protect its interests and respond in a rational manner. 

• Multipolar World: We are shifting to an increasingly multipolar world as non-aligned middle countries 
with greater policy autonomy and strategic relevance sit at the center of the adjustment. Countries 
around the world take steps to diversify beyond US-centric trade and defense systems.  

• Our view, as with tariffs, is that the U.S. will ultimately re-calibrate, re-shore, friend-shore, especially as 
the Chinese forge ahead with rising exports to new markets.  While the benefits of these new 
relationships will accrue, the costs could also be higher. 

• In the U.S. and Western Europe, industrial policies are accelerating the repatriation of semiconductor, 
pharmaceutical and advanced manufacturing capacity, supported by trillions of dollars of public and 
private capital. 
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Investment Strategy 

• The strategic struggle between superpowers, global dependencies on energy and supply chains, are 
critical dynamics that are important for investors to understand and interpret.  So far, stock markets 
have powered through this global disorder.  Thematic based strategies have outperformed.   

• The risk is that continued geopolitical turmoil could continue to play havoc with key resources such as 
oil, rare earths, semiconductors in particular, that are crucial to the global economy and financial 
markets.  

• Diversification and sectoral exposures matter in this new regime.   

• At the same time, long-term investors have been rewarded historically for investing through geopolitical 
uncertainty. It is plausible that this period of upheaval could give way to a new global order, lower risk 
premiums for emerging markets and possibly a more unified Europe. 

• We remain hopeful the process of geopolitical fragmentation will ultimately lead to a more peaceful 
and connected world order.   

TREND #2 – RELENTLESS ENERGY DEMAND IS THE NEW NORMAL 

• Global electricity demand is accelerating faster than supply, propelled by AI, digitalization, automation, 
electrification and industrialization. Governments are increasingly prioritizing energy security and 
domestic supply, investing in renewables, nuclear and gas, alongside upgrades to grid infrastructure 
and storage. 

• De-globalization, as leading nations to pursue energy independence; digitalization, as AI and data 
storage increase demand for reliable power; and de-carbonization, as industries electrify and invest 
for sustainable growth. 

• No single technology can meet future load needs alone; therefore, an “any-and-all” approach is best.  
Renewables are the lowest cost source of bulk power; battery storage for flexibility; nuclear for scale 
and reliability; and natural gas for stability. Scaling these technologies in tandem will require significant 
investment over the next decade and beyond. 

• Each demand accelerating towards the same outcome: low-cost, reliable and scale energy, faster than 
ever before.  Governments and corporates are onshoring critical supply chains and investing 
significantly in domestic energy sources. 

 

• AI’s promise of productivity gains is pushing energy to the center of national and corporate 
competitiveness. The most significant development of the past few years is the surge in electricity 
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demand driven by digitalization and the rapid adoption of AI. The data center buildout is the fastest 
growing source of electricity demand and will transform global power needs. 

• The need for power is particularly acute in emerging markets. These economies are industrializing at 
an unprecedented pace, and energy security has become a national imperative. 

• The International Energy Agency (IEA) forecasts solar and wind to provide almost 20% of global 
electricity by 2026, a nearly fivefold increase from a decade ago. Between now and 2030, it expects 
renewable power capacity to double. 

• Colocated solar-plus-storage developments are emerging as a preferred model for new capacity. In the 
U.S., over half of the utility-scale storage coming online by 2026 is paired with solar.  By 2030, global 
demand for batteries is expected to be double what anyone thought possible just a few years ago, 
reflecting the improving economics and evolving needs of the grid. 

 

Investment Strategy 

Rising Power Demand - The rise of AI and electrification is intensifying the need to generate and transport 
energy. Electricity demand is climbing sharply across all regions, driven by both digitalization and the onshoring 
of manufacturing, while existing transmission infrastructure struggles to keep pace. 

• Hence, the need to “de-bottleneck” the grid has become a defining investment theme.  The strongest 
opportunities lie in grid modernization and transmission upgrades to relieve interconnection backlogs, 
alongside utility-led capex programs that offer regulated, inflation-linked returns. An “any-and-all” 
approach to baseload generation—combining natural gas and nuclear with onshore wind, solar and 
storage—will be vital to meeting reliability needs. Investments in Energy Infrastructure – 
particularly green energy - is accelerating to meet the world’s rising demand for power — unlocking 
opportunities for companies with scale and experience to deliver.   

• Semiconductor fabrication, battery and robotics manufacturing, and other sectors underpinning 
technological sovereignty.  The opportunity extends across full supply chains— encompassing 
specialized processing, logistics, midstream and energy inputs, and industrial sites linked to AI and 
reindustrialization.  

• Digital infrastructure is capital intensive by nature.  Building a hyperscale data center requires over 
$10 million per megawatt, while the compute infrastructure within it can exceed $30 million per 
megawatt driven by chip requirements. 

• AI workloads now consume up to 100 times more power per rack than conventional compute.   
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Artificial intelligence and data sovereignty - are driving explosive demand for digital infrastructure and 
compute capacity, which has had a domino effect in driving the needs for power and supporting infrastructure. 

TREND #3 – A GLOBAL MULTI-FACETED INVESTMENT CYCLE 

• Shifting World Order & War Drives Recognition - The shock of tariffs, and the energy shock of a 
closed Strait of Hormuz has raised global sovereign awareness of potentially calamitous scenarios of 
critical power shortages.  These concerning potential outcomes are prompting a massive global 
response. 

• Nations are being forced to race towards defence investments, energy investments, transition to 
reliable, domestically sourced energy, critical mineral supply security, manufacturing and food supply 
security. That’s unleashing a global boom in capital spending. 

• Global Infrastructure Capex Spend - Global infrastructure investment needs are expected to exceed 
$100 trillion by 2040.  Infrastructure will incorporate digital and industrial ecosystems that underpin 
the coming era of enhanced productivity and automation. 

• The infrastructure supercycle is also being fueled by the converging megatrends of digitalization, de-
carbonization and de-globalization. 

• Aging Global Transmission Grids - 70%+ of global transmission lines are over 25 years old.  Analysts 
estimate that annual grid investment will need to exceed $600 billion by 2030 to replace aging assets, 
integrate renewable energy generation, storage, transmission to ensure reliable energy. 

• Supply Chain Resilience - Governments and corporates alike are prioritizing supply chain resilience, 
energy security and technological sovereignty.  De-globalization is redrawing the geography of 
economic activity. What began as a movement to reshore strategic industries has evolved into a 
systemic restructuring of energy, manufacturing and logistics ecosystems. 

• Europe, China, Asia On Board - European policymakers are on board to double or triple defense 
and infrastructure spending.  China has made pursuing natural resource and energy independence 
one of its primary goals.  Asian nations are collaborating and building intra-country logistics chains.  
India has announced massive investments in oil and gas exploration, green energy transition and 
transmission grid enhancement.= 

 

Source: PowerGen 
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Investment Strategy 

• Investors would do well to think through the implications of the shifting regime.  If you agree that the 
new global order includes resilient energy security, reorient portfolios towards real assets, 
commodities, energy, technology, infrastructure and industrialization.  Add dividend yielding assets, 
high yield corporate bonds.   

• The macroeconomic cost of energy supply shocks has created strong incentives for policymakers to 
invest in diversified (gas, nuclear, solar), secure and flexible energy generation, transmission and 
storage systems. It is directly in response to the single-point-of-failure risk that Hormuz exposed. 

• Diversify into energy, infrastructure, defence and supply chains. Industrial equipment.  Lean into stock 
and sector selection.   

• Increase exposure to oil, metals, commodities.  Diversify country exposure, particularly into countries 
investing aggressively in infra or benefitting from global FDI. 

TREND #4 – RISING NEED TO UPGRADE DEFENSE 

• New means of war have further rattled nations that were dependent on the U.S. for protection.  Many 
are realizing they are woefully unprepared for new forms of warfare – missiles, drones, anti-drone, 
anti-missile, geospatial expertise etc.    

• Continued conflict in the Middle East reinforces our view that the global economy is being reoriented 
toward security and resilience. Europe has already begun to invest in its own security. 

• Poland, geographically at increased risk, has been spending 4.5%–5% of GDP on defense. We 
believe that such spending by the Gulf states, Korea and Japan could rise from current levels. 

• Investors should recognize that defense spending is backed by sovereign balance sheets and locked 
in by treaty pledges and multiyear procurement cycles. The defense customer does not churn, and 
defense companies’ revenue visibility can extend out a decade. 

• Private markets are financing the next generation of defense and space technology: Defense tech now 
represents roughly 8% of all global venture capital, about double its share in 2020. 

Stockpiling  

• Policymakers are also likely to stockpile critical resources and subsidize expanded domestic 
production, including energy and infrastructure capacity, reducing future vulnerabilities. In an 
environment defined by supply constraints and geopolitical risk, commodity prices – and commodity 
producer equities – are likely to retain structural support. 

• In a more fragmented world, we expect opportunity to concentrate in a narrower set of preferred firms 
within each country’s trusted ecosystem. Fragmentation can create national champion companies on 
all sides, today focused on supply chain independence, strategic manufacturing, defense systems, 
technology, infrastructure and energy resources. 

Earnings Visibility & Revision Support 

• Year-to-date, earnings expectations have doubled for a basket of companies we have identified as 
global national champions. The portfolio challenge lies in identifying the strongest such companies 
while managing the higher volatility and policy risk that comes with investing in a more fragmented 
world. 

• Rapid changes in geopolitics, energy are fueling real economic activity and driving investment activity.  
Efficiency of supply chains is no longer as important as security and reliable access. 
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AI Timely Investment in Tech Wave 

• Some past innovation waves such as EVs did not see a timely infra buildout.  Data center computation 
and cooling needs are expected to drive astonishing increases in electricity demand.  To this point, 
the hype has been concentrated around the Mag 7.  The Mag 7 is ensuing a sustained, vigorous and 
timely capital allocation to AI. 
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Inflation the New Normal, and a New Policy Regime at the Fed?   
 

• It’s been a series of shocks the past few years, starting with Covid.  The latest iteration: 
the closure of the Straits of Hormuz, the largest oil supply shock since WWII.  The thing 
with shocks is that a number of shocks can lead to persistent, sticky inflation.  With 
Covid, Ukraine War, Liberation day tariffs, restrictive trade policies and the Iran war, 
the genie could be out of the bottle on the inflation front. 

The 1970s Saw A Double Inflation Spike 

 
Source: Ambit Global Private Client, Bloomberg 

 Leaving Investors Watchful of Rising CPI Today 

 
Source: Ambit Global Private Client, Bloomberg 

 
 

• Adding to worries about rising inflation is aggressive AI investments in physical infrastructure, 
which is adding to demand for raw materials.  The buildout could push inflation higher in the 
near term, before productivity enhancing gains kick in later.  Supply constraints present an 
additional problem.  Critical requirements, such as power, chips, memory can become 
chokepoints that magnify pricing as demand has exploded.  We are already witnessing this in 
memory. 

• The additional worry with energy price shocks is that they are often associated with bear markets.   

Spiking Inflation Has Typically Led to Recessions in the U.S.  

 

• Rising interest rates also suggest inflation risk.  The global long end has risen meaningfully but 
the short end has seen a large move as well, implying the bond market’s increasingly worried 
about shorter term inflation and demanding an inflation premium. 

• U.S. policymakers seem intent on the idea of running the economy “hot”.  That’s a particularly 
narrow and fine line to traverse, with risks to the upside on inflation.   
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Investment Strategy 

The S&P 500 Sold Off Sharply on the Initial Inflation Spike in the 1970s …  
… and Not as Much on the Subsequent Spike in the Late 1970s 

 

• Maintaining purchasing power is the minimum benchmark for all investors. Higher inflation makes 
achieving that goal more difficult.  U.S. inflation was running hot before the energy price shock.   

• Whether inflation worsens or a more benign scenario unfolds, investors should have a broad toolkit at 
their disposal.  Real assets are typically more resilient during inflationary periods.  We favor a partial 
allocation to assets that can provide a lower volatility profile, pricing power, future cash flow visibility 
while performing well in an inflationary environment.  Long-term contractual, inflation-resilient 
investments are ideal.  Real estate can serve as an inflation hedge as well, via rent escalations and locked 
in contractual price increases. 

• Owning assets that are driven by structural demand are an opportune place to be.  The AI infrastructure 
build-out, defence and industrial policy are increasingly viewed as strategic necessities, making 
governments and hyperscalers less price-sensitive and more focused on speed of execution.  

• Commodity-linked equity and infrastructure can also make sense.  Commodity producers are generally 
upstream, and tend to do well during rising inflation.  Stocks of commodities tend to outperform well 
when inflation is rising as well. 
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The Disinflationary Impacts of AI and Fed Policy   

  
 

• Incoming Fed Chair Warsh is on record as stating AI could prove to be a powerful disinflationary 
force, that offers the potential to increase economic output without additional human labor. 

• However, contrarians worry about the AI maximalist scenario.  AI could displace labor rapidly, 
leading to rising unemployment.  We’re not seeing that right now, nor do we think there is 
legitimacy to this argument.  Second, it could drag down the stock market by disrupting 
established companies’ business models.  Yet again, we’re not a part of this camp.   

• We’re focused on Chairman Warsh’s view that AI driven productivity should be factored into 
Fed policy considerations, setting up the potential for a massive and historic policy error, should 
their forecast turn out to be inaccurate. 

• Should AI turn out to be disinflationary and a productivity enhancer, that would be a significant 
win for the hyperscalers and tech economy.   

The Evidence Below Suggests Productivity Rose Since March 2022, And Has Since Stalled 
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U.S. - Artificial Intelligence Productivity Boom 
 

 

• Early signs that AI capex is paying off are starting to come through.  Anthropic revenue is showing 
hyperbolic growth, scaling from under $1 billion annual revenue at the beginning of 2025 to $44-
47 billion as of June 2026.   More than 1,000 business customers are spending over $1 mil annually.  
The adoption rates for AI amongst U.S. businesses is now up to 35% and growing rapidly. 

• The timing couldn’t be better for the U.S.  AI has created an order of magnitude change in 
infrastructure investments across data centers, networks, technology, electric utility grids etc, that 
has transformed the earnings trajectory of the U.S. markets. 

Driven by AI Capex, the S&P 500 is Delivering a Sharp Rise in Earnings and Profit Margins 

 

• S&P earnings are rising rapidly.  From flat growth in 2022, earnings growth has steadily risen, now 
+23% YoY.  As long as this remains the case, it’s difficult to portend any weakness or correction in 
the market.   

• Margins of S&P 500 companies reached an all-time high of 14.2% in Q1 2026. Analysts expect 
margins to move higher, to 14.8% by end of year.  AI adoption is a large part of the story.  

AI Winners Sport Higher Margins and Faster Profits Growth  
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Disruption Will Track Prior Tech Waves, No Evidence of Massive Job Loss 

• There is very limited evidence today – despite hyperbole - that AI is damaging labor markets, even 
within the headcount data of the Mag 7.  AI is effective at tasks such as auto-filling forms from source 
documents, accessing data from large data sets, answering common customer questions, translating 
documents, automating repetitive tasks etc. 

• Automating white-collar work will require reasoning capabilities.  AI is nowhere close to doing so. 
A job is a portfolio of tasks that require human intelligence that AI has not yet demonstrated.  We 
continue to believe AI will be embedded as a productivity enhancing tool rather than an employee 
replacement tool.  In time, new industries will spawn, like the social media industry in the late 
2000s, the SEO industry in the early 2000s, online media, online advertising, networking engineers 
etc.  Supporting our thesis, job openings for software engineers have accelerated recently. 

• AI is showing early signs of a productivity boom, U.S. nonfarm labor productivity is growing at 
around 3.4% YoY, and the trend is starting to look similar to the mid 1990s productivity boom.  
Modest sustained improvements in trend productivity would alleviate the U.S. debt burden trajectory 
meaningfully.  AI can lift worker output for skilled workers that understand how to harness AI.   

• AI could well be dis-inflationary as well. Debt-to-GDP is governed by the gap between the nominal 
growth rate and the government’s effective interest rate, plus the primary deficit percentage.  Faster 
productivity would raise nominal GDP, while lower inflation would bring about lower interest rates.  

Hopeful Signs of Rising Productivity in U.S. 
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Demand for Software Jobs Has Soared While Total Job Postings are Stagnating 

 

Source: Indeed.com 

U.S. Markets Have Managed the Energy Spike to Date 

• Markets sold off strongly in March as oil prices spiked to $120 per barrel.  However, markets have 
recovered handsomely since.  Compared to prior cycles, today’s households are less sensitive to 
energy inflation, as incomes have risen while oil prices have largely stayed in a broad range since 
2006.  Energy consumption as a percent of income has declined from 6% to slightly above 3%.   

• However, the longer the war extends, the possibility exists that the strategic reserves get depleted 
and broader price increases permeate the economy.   

Earnings Growth Has Started to Accelerate Higher, Courtesy AI Capex 

• The most important driver for markets is corporate earnings.  Granted in this case, the real driver 
for earnings remains hyperscaler capex.  The hyperscalers are committed to large capex investments 
amounting to roughly $8 trillion by 2031.  The risk is that the funding markets start to ask for higher 
interest rates.  As things stand today, there is no evidence that is the case.  The momentum appears 
set to continue into H2 2026. 

U.S. Small Cap Tech 

• Small cap tech has woken up as the massive capex wave has unfolded.  Small cap stocks in the AI 
and related space have done well over the past year.  Small cap tech has been outperforming the 
broader markets YTD.  Within the asset class, pockets of opportunity exist for dramatic and outsized 
returns. 

• Small caps typically offer higher growth alongside weaker balance sheets, and greater operating 
leverage.  However, in this cycle, it’s the AI beneficiary theme that is driving performance.  We 
prefer thematic exposure to small caps, across AI, emerging technologies, emerging biotech, 
robotics, automation, clean energy and similar. 
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U.S. Small Cap Tech is Participating Meaningfully in the U.S.  

 

Consumer Spending & Manufacturing Activity Remains Resilient 

• Consumer spending has held up, supported by wage growth, household wealth, tax cuts, strong 
equity markets.  However, inflation is starting to bite.  The largest impact of the war is likely to be 
on consumption.   

• Manufacturing activity is surging.  New orders for capital goods are rising as shared in our prior 
month commentary. 

However, IPO Supply, Inflation & Rising Interest Rates are Headwinds & Could Prove to be a Drag  

• The combination of high energy prices alongside large capex investments does hold the potential 
for higher inflation in coming months.  CPI has risen to 4.2% in the U.S., raising the specter of 
stagflation.   

• We also believe the upcoming IPOs of SpaceX, Anthropic and OpenAI will suck liquidity out of the 
markets and could be a liquidity pressure point. 

The Changing Nature of the HyperScalers Poses a Challenge 

• The Mag 7 have transformed into capital intensive businesses with rising debt from capital light, 
zero debt companies.  Questions linger about the ROI on the massive capex.  The Mag 7 is up a 
dismal +0.1% YTD, underperforming the S&P 500 +7.9%.  With very high weightages in the S&P 
500, the weight falls on the other 490 companies to drive markets higher.  How long that can 
continue is an uncertainty.    

• We entered 2026 tracking three themes – fragmentation, inflation and AI – because we believed 
they would be the primary drivers of portfolio returns, not only this year but beyond it. We still 
believe it. Several shocks have repriced risk across all three themes, and that dislocation is creating 
entry points for patient investors. 

Investment Strategy 

Rotation Underway This Week in U.S. Equities 

While Tech has had a sharp sell-off this week, we note a rotation into Consumer Staples, Energy, Financials, 
and Health Care, and Real Estate in U.S. equities.  It remains to be seen whether this is a short term rotation 
and whether these sectors can take the mantle of leadership away from tech.   

Energy appears to be a reliable bet, up 30% YTD, and the top performing sector in the index. Large capex 
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alongside large Fed purchases of treasuries are a proxy for large monetary infusions; ergo, inflationary 
impulse.  Energy exporters are better placed but each region appears to be facing unique challenges. 

A Rotation Underway in U.S. Equities  

 

• The evidence suggests investing for a continuing AI tech wave, while acknowledging that progress 
will be choppy and volatile, disruption will have consequences for segments of the labor market, 
and possibly eliminate a number of industries.  

• Continue to invest in AI beneficiaries, as well as industries that control the physical bottlenecks 
constraining the building of AI infrastructure.  Companies in the semiconductor supply chain, 
manufacturers of networking and optical equipment, and power generation and transmission assets 
all benefit from increased capital expenditures.  

• Opportunities in energy generation, transmission and storage, utilities. 

• AI is electricity-intensive, power generation would be well positioned.   

• Private market opportunities - emerging themes within physical AI, including robotics and 
automation. 

• Emerging markets opportunities in Taiwan on semiconductors and select opportunities in China that 
are forging ahead on AI and robotics. 

• From our perch, the recent sell-off looks like preparation for the SpaceX IPO, as well as investors 
taking some money off the table and rotating into other sectors.  The market run-up pre-IPO is 
precisely the blue print that would be expected as large players exit profitable allocations and 
replenish balance sheets for a continued AI push. 

• Add in rising inflation, rising interest rates, rising IPO supply, high valuations, a lingering Iran war 
and that’s a fairly significant set of headwinds that are likely to weigh on markets in the near term. 

• Sectorally, the AI cycle continues.  We remain convicted in global infrastructure investments with a 
concentration on digital infrastructure, energy infrastructure – preferably green – utilities 
benefitting from rising power demand and communications equipment.  Many of these 
opportunities sit at reasonable relative valuation. 

• We reduced our exposure to U.S. tech from over-weight to market weight a few weeks ago, rotating 
to Korea and Taiwan. We subsequently reduced our weight in Korea to market weight last month, 
locking in super returns.  For now, we’re content to watch how things unfold and opportunity present 
itself. 
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Europe – Macro Outlook H2 2026 
  

 

The STOXX 600 delivered a strong 2025, returning 19.8% for the full year, significantly outperforming 
U.S. equities.  The Iran war and rising commodity inflation led to a sharp sell-off and put the brakes on 
the index’s momentum.   

The European economic environment in 2026 can best be characterized as stable, modest growth.  The 
area is projected to expand at approximately 1.2–1.3% in 2026, with better growth backend loaded.  
That’s below inflation and below global growth rates.  Our interest, therefore, is largely focused on sector 
and stock specific opportunities, as well as thematic opportunities in defense and energy infrastructure. 

The Iran conflict has also had an impact on European monetary policy.  The energy price shock has 
pushed inflation higher, leaving the European Central Bank (ECB) with no choice but to telegraph a 
potential hike in interest rates.  Forecasts show one hike in Q3 2026, reversing to 2.15% in Q1 2027.  

The Stoxx Got Hit Hard in March 

 
Source: Ambit Global Private Client, Bloomberg 

 Markets Forecast a Hike in Q3 by the ECB 

 
Source: Ambit Global Private Client, Bloomberg 

 
 

Energy dependencies continue to impact the region.  The European economy shifted away from imports 
of Russian natural gas. The dependency has now shifted toward Norway, the U.S. and Gulf states.  
European electricity prices are at least twice as high as those in the United States, and reverberate 
through the economy, impacting Europe’s competitiveness in global markets. 

Structural Headwinds 

• The European countries desire to upgrade defense and infrastructure spending has to be 
balanced with high deficits.  European nations sport some of the highest debt-to-GDP ratios in 
the world.  Passing budgets is laborious and politically contentious. Aging populations add 
further pressure to fiscal balances.  The recent rise of populist political parties suggests that 
priorities, power and policies are shifting. 

• The ECB has maintained its refinancing rate at 2.15%, with a hawkish tone and increased 
vigilance on inflation.  Geopolitical tensions with the U.S., trade and tariff issues, and domestic 
political instability remain key headwinds for the region, leading to a macroeconomic outlook 
that remains challenging relative to global peers.  

• Uncertainties continue to persist and government response functions can only be classified as 
slower than would be desired.  Business and consumer confidence reflect the anemic growth 
outlook.  
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Earnings Outlook 

Earnings are expected to be the primary driver of returns for European markets in 2026, with P/E ratios 
expected to remain near the top of their range.  Consensus IBES estimates suggest an 8–12% earnings 
growth for European equities in 2026, driven by a modest recovery in real GDP growth.  

Industrials are projected to deliver 14% EPS growth for the year, while financials are also expected to be 
a key driver of European equities, given significant index weight and steady return on capital history.    

The valuation cushion for European equities has eroded after a strong performance in 2025.  While 
European equities remain relatively attractively valued relative to the U.S., they lack the structural growth 
drivers, dominance and positioning of U.S. equities.  A significant rally similar to 2025 appears unlikely. 

Valuations 

The STOXX 600 forward 12-month P/E has re-rated meaningfully over the past two years, rising from 
~12x in late 2023 to a peak of ~16.3x in February 2026, before pulling back to approximately 14.9x 
currently — still above the 5-year average of ~13.5x but below the 2026 peak. 

The STOXX 600 Forward P/E Remains Elevated at 14.9X - Above the 5 Year Average  

  

Investment Strategy 

• A gradual recovery is underway, with fiscal stimulus expected in defense, energy and AI 
infrastructure, which will stimulate domestic demand, increase industrial output, and positively 
impact corporate earnings. After a stellar outperformance in 2025, European equities have 
languished in 2026.  There is some hope as earnings revisions have trended higher of late.   

• European markets continue to grapple with tariff policy and trade uncertainties, geopolitical 
tensions and implications related to the Iran and Ukraine war, domestic political uncertainty, and 
fiscal pressures.  Moreover, the region lacks positive catalysts such as AI for the U.S. 

• Innovation in Europe is held back by regulatory fragmentation and limited access to financing.  
R&D spending at about 2.2% of GDP, trails the United States (3.6%).  Europe’s FDI flows have 
halved in the past five years.   Europe is particularly exposed to energy imports, weighing on 
growth and increasing inflation risk.  Growth remains modest.  Despite challenges, the labor 
market remains stable.  Natural gas is a key vulnerability.   
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• Selective opportunities exist in AI infrastructure and utilities.  Financials trade at lower valuations 
than U.S. peers despite delivering comparable ROEs.  Defense & Infrastructure remain a 
thematic opportunity.  Significant fiscal spending plans across Europe are expected to drive 
sustained demand.  Defense companies were amongst the strong performers in 2025.  Follow 
through performance has not come through in 2026.  We’d attribute this to delayed investment 
decisions, fiscal pressures, and possibly a recognition that expensive traditional defence 
platform-based strategies need to be re-assessed in light of emerging modes of warfare.  

• Higher defense and infrastructure spending as it comes through, should support profits growth.  
We would avoid autos and consumer staples. 
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Emerging Markets – Macro Outlook H2 2026 
  

 

EM Continues to Offer the Healthiest Economic Growth 

 

Emerging markets enter the second half of 2026 amidst a complex macro and geopolitical backdrop.  
While EM have outperformed DM in recent months, the region still lags meaningfully over longer 
periods.  

The dog days for EM, however, appear to be over.  Structural foundations are translating into earnings 
delivery.  After a decade of underperformance, emerging markets are delivering strong earnings 
growth, with technology and commodities playing key roles in equity returns.   

Key Drivers 

• Beneficiaries of AI – is a dominant driver of growth across much of the region.  Korea and 
Taiwan are primary beneficiaries.  China is emerging as a key competitor to the U.S. in AI.  
Japan benefits via capex.  While India has limited direct exposure, large data centers are being 
set up in India and over $70 billion in capex has been committed just by the hyperscalers in 
the past few months. 

• Value Capture - The AI capex cycle continues to grow compute intensity, robotics adoption 
demand is in the pipeline, along with mobility etc.  East Asian manufacturers remain well-
positioned – particularly Taiwan – to capture disproportionate value of hyperscaler capex 
investments. 

• Monetary Policy: Policy is fairly divergent.  The BoJ will potentially consider a rate hike, and is 
working with U.S. Treasury to manage yen weakness.  The RBI remains on hold, while 
announcing measures to promoted INR stability.  The Bank of Korea is expected to hike.  
Forecasts show a 50 bps hike in Japan by Q3 2026.  Meanwhile China rates are expected to 
come down further. 

• The US-China trade truce has been extended to November 10, 2026, although President Trump 
is re-focusing attention on tariffs for the region as we write this.   

• The Middle East war remains a risk factor for energy importers such as Japan (95% crude from 
Middle East) and Korea. Taiwan has stronger energy security.  India has done a commendable 
job shoring up alternate supply. 

• Fragmentation and capex investment should remain supportive of commodity prices. 
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Forward EPS Estimates for EM Are Rising Sharply 

 

Trailing Earnings Growth Has Shown Strong Signs of Acceleration, Driven By AI Investments 

 

Over the next 12 months, EM corporate earnings as represented in the MSCI, are expected to grow a 
staggering 54%, while EM P/E multiples have corrected to 11.7x forward and 18.0 times trailing, very 
reasonable relative to U.S. markets and historical averages.   

China 

• China has deepened its export influence across regions in the past year.  2025 was the most 
active year for Belt and Road investment, in nominal terms, since the program began.  China’s 
success in deepening trade could lead to a China-centric economic bloc emerging alongside 
a U.S.-aligned bloc, each with favored nations, supply chains and trusted vendors.  

• As trade and production ecosystems bifurcate, returns may increasingly be a function of 
geopolitical alignment and strategic integration, not just growth and profitability.  Welcome to 
the new normal. 

• China has increased its exports to non-U.S. markets substantially, notably in clean tech which is 
increasing in significance since the current global energy shock.  The Chinese government’s 
latest five-year plan frames deglobalization as a dominant driver of the global economy, 
prioritizing supply chain resilience, technology self-sufficiency and military modernization.  
These also happen to be the trends we’ve written about – and recommended a rotation into - 
since the beginning of this year.    
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China’s Investments in Belt & Road Initiative Accelerated in 2025… in Response to Liberation 
Day  

 

Source: Ministry of Commerce, China 

China Exports Have Risen Sharply 

 
Source: Ambit Global Private Client, Bloomberg 

 China’s Exports to Europe Continue to Grow 

 
Source: Ambit Global Private Client, Bloomberg 

 
Chinese Exports to the U.S. Have Stalled 

 
Source: Ambit Global Private Client, Bloomberg 

 China’s Exports to Asia are Surging 

 
Source: Ambit Global Private Client, Bloomberg 
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• Index Underperformance 

• For much of the past decade, Chinese equities have underperformed regional peers even as 
China’s GDP has expanded roughly 5%–6% annually.  Despite substantial policy support, 
including infrastructure spending and policy easing, growth hasn’t translated into market 
performance. 

• The MSCI China Index is trading at its steepest discount to MSCI Asia ex-China in 20 years.  
Meanwhile, Chinese equities offer exposure to potential AI beneficiaries.  China appears poised 
to quickly integrate AI into work, consumption and daily life.  China’s hyperscalers, Baidu, 
Tencent and Alibaba, have a different strategy than their U.S. competitors.  Instead of prioritizing 
infrastructure capex, they are prioritizing productivity enhancing commercial applications.  

• China’s advantage in the AI race could be energy. Chinese electricity costs about half the U.S.  
Coal accounts for nearly 60% of China’s energy consumption, but new wind, solar, hydro and 
nuclear capacity alone have added more than 6 trillion kilowatt-hours since 2005.  To put that 
number in context: The added kilowatt-hours are equivalent to 1.35x total U.S. electricity 
consumption in 2025. 

• China remains highly competitive in exports of EVs, batteries, semiconductors, and 
biotechnology.  The macro backdrop is solid growth, strong exports, easing deflation, property 
stabilization, and improving external ties.  China continues to struggle with weak domestic 
demand.  China appears relatively resilient to energy shock, with large energy reserves.  Property 
remains in doldrums.  Consumption remains weak and the labor market subdued.  Meanwhile, 
progress in tech, AI, automobiles, robotics and semiconductors appears to be impressive. 

• China retains space to ease policy, with low inflation, deflationary price pressures from real 
estate.  Pockets of the market could do well and bear keeping an eye on.  Innovation is surging 
in China.  China remains an attractive market that could emerge as a beneficiary of the AI wave.   
Innovation trends are impressive but investors possibly remain wary of geopolitical and country 
risk, not just out of China but also their domiciles. 

Japan 

Japan looks set for another year of solid earnings growth, supported by improvements in corporate 
governance and capital efficiency.   Japan's real GDP growth for 2026 is projected at approximately 0.5–
0.7%, revised down from earlier forecasts of 1.0–1.2%, as rising crude oil prices weigh on margins and 
incomes.  Japan’s domestic reflation story remains intact, but higher oil prices and yen weakness do 
complicate matters.   
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Earnings Growth is Powering the Nikkei 225 Higher 

 

• Rising wages alongside mild inflation and gradual monetary normalization from a zero-rate 
environment bode well for Japan’s continued earnings growth trajectory.  Proactive fiscal policies 
of the Takaichi cabinet are also aiding in boosting domestic consumer demand. 

• The BoJ has maintained a largely stable policy rate but expectations are that the bank will hike 
twice in 2026.  

• 10-year JGB yields have rise continuously in the past few months, from 2.1% to 2.75%, with upside 
risks if fiscal sustainability concerns intensify.    

• Japan imports 95% of its seaborne crude from the Middle East, making it susceptible to continued 
Strait of Hormuz disruption.  Japan's debt is forecast to decline to 177% of GDP by 2035 from 
207% in 2025, driven by strong nominal growth.    

• Key tailwinds support Japanese equities, starting with AI-related investment momentum, positive 
real wages, expansionary fiscal policy and a pro-growth administration. The Nikkei 225 is up 
+27.5% YTD, one of the strongest performers in the world, driven by structural reflation, 
corporate reforms, rising wages, AI capex tailwinds and earnings growth. Rising wages have 
helped offset the energy shock to date. 

• IT companies, engineering stocks and industrials look set to benefit from digitalization and the 
energy transition. Japan is aggressively pursuing strategies around AI and automation to boost 
productivity and growth, especially in light of sombre Japanese demographics. 

• Japan’s banking sector has been overlooked for years, primarily due to inefficient capital 
allocation practices, and an ultra-low interest rate environment.  Things may be improving, with 
banks set to benefit from rate increases, share buybacks, and reductions in cross-shareholdings. 

• Japanese companies are ramping up productive capex investments instead of hoarding cash.  
That bodes well for building materials, construction and the infra space. 

• Alongside the measures above, a continued focus on governance reforms makes Japan an 
attractive market, particularly for active managers. 

• Risks are U.S. trade policy surprises, interest rates, debt, the carry trade unwind etc.   
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Taiwan 

• Taiwan's economy grew 8.7% in 2025 — the strongest in 15 years — primarily driven by AI and 
semiconductor demand.  2026 GDP growth is projected at 7.75%, driven by robust technology 
exports, rising private investment to support the semiconductor boom.  The global semiconductor 
market is projected to grow +25–32% in 2026 to approximately $975 billion–$1 trillion, with 
Taiwan at the center of this cycle as the world's dominant semiconductor hub.  

• The TAIEX is up +50.2% YTD, the second-best performer in the region, driven by semiconductor 
and AI demand.  EPS is projected to grow +55.7% forward 12 months YoY, and revision 
momentum continues to rise strongly, driven by demand supply imbalance.  

 

• Despite the rapid rise in the index, the TAIEX trades at 20.0x forward P/E, which doesn’t sound 
like a lot but is the highest valuation the index has traded at in 25 years excluding the 2009 pop.   
The semiconductor cycle has historically been quite vicious when its turns.   

• Still, we note that the industry has real barriers to entry, unlike memory.  We appear to be in a 
secular demand up cycle that looks like it will last for many quarters.   

• Key risks include geopolitical tensions with China, semiconductor tariff policy changes, and 
slowdown in AI infrastructure investment, as well as key input supply materials such as sulfur, 
helium etc.   

• However, the productivity enhancing benefits of AI appear to be increasingly tangible.  Adoption 
appears to be progressing impressively.  Other technology waves in robotics, mobility, 
automation lie ahead. We remain bullish on Taiwan, while advising prudent allocation, 
construction and diversification. 

South Korea 

• South Korea has been the darling of global markets in 2025-26.  Stories are emerging of 
insurance policies being released and monies being plowed into the Korean markets.  YOLO 
trades abound.  Newly minted millionaires are lining up at Ferrari, Ducati, Rolls Royce 
showrooms.  Domestic investors are feverishly piling in, trying to get a piece of the stellar market 
action.  FIs on the other hand have been sellers YTD. 

• The KOSPI is up an extraordinary +77.6% YTD — by far the best-performing major market globally 
— driven almost entirely by the AI trade.  Samsung and SK Hynix have been key beneficiaries of 
surging demand for memory. 
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• Despite the massive rally, Korea screens as the cheapest market in the region at just 7.6x forward 
P/E, reflecting the scale of earnings upgrades.  We note, though, that memory and 
semiconductor chips typically peak at low earnings multiples.   

• Korea appears well positioned among EMs due to AI-linked earnings resilience and stronger 
energy security.  However, memory lacks barriers to entry.  Google just announced Turbovec, 
an open sourced vector indexing library that can compress 31GB datasets to 4GB without 
sacrificing search quality. 

Latin America 

• Latin America has its own unique exposures to the AI tech wave and energy transition. 

• A prolonged oil shock could disrupt monetary policy in the region, as is the case with much of 
the world.   

• Close to 40% of the world’s copper and nearly 50% of known lithium reserves sit in Latin 
America.  Brazil is particularly well positioned with strong reserves across crude, minerals and 
metals.   

• Oil exporters such as Brazil, Colombia, Argentina and Ecuador are benefitting from higher oil 
prices. Conversely, oil importers such as Chile, Peru and Mexico face inflationary pressures 
similar to those faced by Asian importers. 

• Mexico is expected to recover gradually, supported by exports and manufacturing.  Chile benefits 
from strong copper prices.  

• Brazil’s growth may decelerate due to high real interest rates, but fiscal revenues provide support.   

• Overall, we would characterize Latin America’s outlook as moderately positive, with improved 
inflation performance, though risks from persistent oil shocks and higher inflation persist. 

Share of Global Mineral Reserves in Latin America (2023)  

 

Source: Economic Commission for Latin America and the Caribbean, statistics from U.S. Geological Survey 
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Gulf Economies 

• Gulf nations are facing severe challenges as a result of the Middle East conflict.  Water scarcity, 
volatile geopolitics, uncertainty, damage to key energy and ports infrastructure, data centers, loss 
of export revenues, plunging consumer confidence etc. The developments are likely to usher in 
a wave of spending by governments to support economic stability, restore confidence and 
fortifying defense.  The Gulf economies are well positioned to deploy their abundant resources 
towards building lower-cost AI infrastructure.  Saudi Arabia in particular, alongside U.A.E., has 
prioritized AI as a potential revenue enhancing opportunity.  The outlook remains largely 
uncertain while the Middle East conflict persists. 

Investment Strategy – Emerging Markets 

Emerging Markets continue to Offer the Most Attractive Risk Reward 

Emerging markets as a region offer the highest earnings revisions during the quarter, as well as the most 
attractive valuations. We favor the emerging markets basket, ex-China.  U.S. tech also offers attractive 
growth rates. However, for reasons outlined earlier in this report, we are currently market weight U.S. and 
U.S. tech. 

Global Growth is Diverging and Emerging Markets Continue to Deliver Strong Economic Growth 

 

Emerging Markets Are Garnering High Earnings Revisions 
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While Trading at Cheaper Valuations to Other Regions 

 

• While emerging markets have shown remarkable resilience to date, the rise in oil prices and the 
manic investments in memory and semis does raise the prospect of inflation. 

• Federal Reserve policy appears to be benign and unlikely to hike.   

• The duration of the Middle East conflict remains uncertain.   

• In such an environment, ignoring geopolitical and macro volatility and focusing on sector specific 
and country specific fundamentals remains a prudent approach.  

• Fundamentals remain positive. Fiscal discipline, improved monetary frameworks, meaningful 
efforts at corporate reform, investment friendly regulations, continue to drive a pro-growth macro 
backdrop for much of the EM universe, particularly Asia. Fiscal and monetary policy remain 
generally supportive.  Political risk remains largely acceptable, and improving.  Authorities 
increasingly understand the importance of pro-growth policies and economic reforms. 

• Crude, energy and commodity exporters remain well positioned.  Higher demand provides a 
macro tailwind.  

• Valuations remain largely reasonable.  As a result, EM offer an attractive investment opportunity 
to participate in key investment trends, including AI and commodity demand.  EM also have the 
best demographics of major regions, one of the largest consumer bases in the world, and the 
best economic growth rates, per capita growth rates. 

• EMs as an asset class remain structurally attractive, under-invested, reasonably valued, with 
attractive fundamentals, exposure to key structural trends, stronger balance sheets than many 
developed nations, credible growth policies, and comfortable reserves. 

• EMs offer investors an attractive diversification investment.  We remain constructive on EM equity 
and debt. The current environment favors sovereigns where high energy prices provide macro 
tailwinds with limited inflation risk and sound fiscal and external balances and ample reserves.   
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Private Credit 
  

 

Private credit entered 2026 as a maturing asset class, moving beyond traditional direct lending into 
opportunistic strategies and secondaries.  

• Macro: The FY26 broader outlook is constructive overall, with expectations of moderate 
corporate fundamental growth, limited defaults, and increased M&A activity providing a 
growing opportunity set.  

• Much of AI funding sits in private credit. For example, Meta’s Louisiana data center was 
financed with roughly $30 billion through an SPV.  The debt is not on Meta’s balance sheet. It 
is payable by a separate entity.￼ Off balance sheet.  Who holds this paper? Name brand 
private credit funds, some that have recently been in the news.  Private credit will be relied 
upon to provide an additional $800 billion of financing at minimum. ￼ The ecosystem where 
redemption pressures have already led to gating.  Blackstone recently capped withdrawals at 
its flagship private fund.  Prosecutors have publicly announced they are investigating valuation 
fraud across the industry. 

The Stoxx Got Hit Hard in March 

 
Source: Ambit Global Private Client, Bloomberg 

 Markets Forecast a Hike in Q3 by the ECB 

 
Source: Ambit Global Private Client, Bloomberg 

 
 

• AI Loans: Loans collateralized by GPUs at variable double digit rates of interest and repayments 
this year, just as the market value of collateralized GPUs is falling precipitously.  That being said, 
default rates remain low.  There is systemic concern.  The economy remains resilient, AI is 
progressing and capex plans continue to drive markets. 

• Gating: Over the past few weeks, three of the largest private credit funds in the market have 
limited investor withdrawals: Blue Owl Capital restricted redemptions on its $14B fund, 
BlackRock capped withdrawals on $26B HPS Corporate Lending Fund, and Cliffwater capped 
withdrawals on its $33B fund.  Industry executives are now publicly stating private equity marks 
are wrong across the board. And Columbia Business School researchers are questioning the 
ratings on the entire private credit market.   
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Redemption Requests at Private Credit Funds That Have Led to Gating  

 

Source: Public filings, Zerohedge 

• Repurcussions for AI Financing – Google’s equity financing suggests that the private credit 
market is drying up, as investors are increasingly concerned about ratings and valuation. 

• Private credit is a $3 trillion shadow lending market where investment funds lend money directly 
to companies instead of banks. It exploded after 2008 because new regulations stopped banks 
from making risky loans, so Wall Street just moved the same risky loans to a different address 
where regulators couldn't see them. 

• Meanwhile, Apollo, Blackstone have raised $35 bill in private credit for Anthropic.   

• Insurers are showing increasing interest in private credit, with one manager noting that 25% of 
its direct lending fund was allocated to insurance clients. However, worries are now starting to 
come forward that billions in retirement savings now sit in illiquid private credit products. 

• Many private credit AIFs have been sold aggressively to HNIs, including international clients.   

• Selectivity and risk avoidance are key when it comes to private equity and credit.  
Return of capital is far more important than return on capital. 

• Scale: Direct lending could account for up to 38% of all private credit assets by 2030.  Private 
global debt AUM is expected to double to $4.5 trillion by 2030, driven by de-globalization, the 
energy transition, and technological innovation.  

• Near-term risks are rising: Defaults in private credit are expected to increase by approximately 
2% due to prior restructurings and AI-driven disruption to leveraged technology and business 
services models. Concerns are growing around ratings shopping, limited oversight, and ratings 
inflation, with the BIS and ECB increasing scrutiny of private credit holdings.  A full implosion is 
not expected, but continued redemption pressure could force funds to sell assets rather than 
originate new loans. While recent stress events in private credit are not viewed as systemic, they 
raise important questions about markets, default rates, and valuation. Banks' private credit 
exposure appears manageable, though risks persist regarding valuation marks and refinancing 
pressure. Core investors remain engaged. 

• Returns in 2026 are expected to be driven more by security selection, sector positioning, and 
downside protection rather than asset class bet 
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Private Equity   

  
 

• History rhymes but rarely repeats.  In the 1980s we had Michael Milken’s junk bonds.  In the 
subprime crisis in 2008, banks packaged mortgages in CDOs, many egregiously mispriced, and 
the risk was off-loaded to unsuspecting buyers.  Today, private credit is showing signs of mis-
selling, this time to insurance companies. And the cracks on debt obviously and always percolate 
to equity. 

• Public PE firms like Carlyle (-25.8%), Blackstone (-23.7%) and Apollo (-10%) provide a different 
lens on some of the struggles that the PE industry is facing, since the Fed started raising rates 
higher from a near zero interest rate environment in the 2010s.  Debt and equity are both 
impacted by higher rates. 

• Rate Environment: Gradual monetary easing could be giving way to restrictive policy. Interest 
rates are rising across the U.S., Japan and Europe.  That’s a negative for PE deployment / exit 
activity, the global macro environment remains uncertain and inflation looks increasingly 
persistent. 

• Exit Bottleneck: Despite strong public markets, the broader realization environment for 
traditional PE remains lackluster.  With rates rising, cracks are beginning to surface.  Global tech 
buyout deal value has dropped sharply. 

• Valuations: AI disruption and private-credit stress are reshaping valuation frameworks and 
investor priorities.  There has been a broad repricing and a shift toward structural winners. 

 

Source: Bain & Co 

 

Source: Bain & Co.  
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• Record Dry Powder for Deployment: On a positive note, there is an estimated $4–5 trillion 
in PE dry powder and $7 trillion in cash on the sidelines, representing substantial deployable 
capital.   

• Investor allocations: Allocations to private markets have continued to rise at a portfolio level.  
Even despite rising rates, allocations chase attractive growth opportunities.  Investors have come 
to appreciate the diversification benefits of private equity.  Wealth investors are one of the fastest 
growing segments. 

• Deal Flow Potential with AI & Technology:  The US is in the midst of the largest capex cycle 
in history, driven by AI spending on data centers, chips, and networking equipment — creating 
significant potential deal flow for PE sponsors.  AI remains the dominant macro driver for PE 
deal flow globally.   

 

Source: MSCI Private Capital Solutions 

• Inventory Remains High: The inventory of private equity-owned companies remains high.  It’s 
tough to exit those companies at valuations that sponsors in general want.  An acid test will the 
valuations the public markets accord companies like OpenAI and Anthropic. 

• Private market managers were hoping that they would finally begin to clear a backlog of 
company exits this year, as falling interest rates and a strong economy boosted the outlook. 
Instead, fears about the impact of AI on software, concerns around valuations and the war in 
Iran have combined to take a toll on the industry.  

 

• Risks to Watch: A slowing labor market, rising fiscal deficit, central bank policy as well as 
uncertainties around AI are factors to keep a watch over. 
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Unicorns Coming to Public Markets   

  
 

• Economic uncertainty has hindered the global IPO market, constraining PE managers' ability to 
exit investments and deliver historically outsized returns to LPs. That is changing as we speak, as 
large tech unicorns come to market, starting with SpaceX, and Anthropic, OpenAI in the wings. 

• There is a school of thought that says the coming large IPOs could mark the top of the cycle.  
Perhaps the most stringent test of AI as an investment theme will be the performance of large AI 
IPOs coming to market, and the valuation public markets accord these companies.   

• SpaceX is first, with the largest public share offering in history. Anthropic will be next, followed 
by OpenAI.  It will be important to note whether public markets validate private market valuations.  
A positive response would build confidence in AI infrastructure spending.   

• Pets.com and dozens of crazy IPOs marked the peak of the Internet boom.  Blackstone Group 
came public with a $4.1 bil IPO in June 2007, a few months prior to the peak in the housing 
bubble.  Rivian and Global Foundries were notable IPOs in 2021.  The SPAC frenzy was also a 
feature of the 2021 cycle. 

• With massive new supply coming to market, the data suggests lower price performance 
historically for the broader market. 

• The SpaceX offering alone at $75 billion would be double the $45 billion raised in the entire 
IPO market in 2025. 

• The data suggests that the largest IPOs tend to come to market at peak private valuations.  These 
are typically conditions that coincide with late cycle dynamics. 

We will be closely watching the demand for and market reaction to the IPOs of SpaceX and others for a 
reading on current risk sentiment and the valuation environment.  Investors will also likely have to contend 
in the coming quarters with what may be three of the largest initial public offerings (IPOs) in history, all 
in the AI ecosystem. 

Most observers have been focused on what could go wrong with AI so far in 2026.  We believe long-
term investors will be rewarded for positioning for what could go right. 
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Fixed Income   

  
 

In a world with repeated inflationary shocks, and inflation persistently above target, bonds no longer 
hedge every form of risk.  The credit market is set to lag other asset classes as companies issue more debt 
to finance AI-related investments, particularly among high-quality U.S. issuers. 

An energy-driven supply shock changes fixed income behavior. With inflation pressure from the 
supply side, yields can remain elevated even as growth slows.   

• Macro: Current market conditions are characterized by noise, volatility and uncertainty. 
Depending on how drawn out the conflict is, there is potential for inflationary effects and lower 
growth, which will pressure credit spreads.  Idiosyncratic risk within credit markets is increasingly 
evident, particularly amidst heightened sensitivity to AI outcomes. 

• Rate volatility: Rate volatility is expected to be high in H2 as markets seek to price risk, with 
pressure on long-end yields to rise due to fiscal expansion or increased issuance, and rising 
pressure on the front end as well as a result of refinancing demand and inflation. 

• AI driven supply surge: The effects of AI are visible in credit markets, where AI sectors are 
dominating the narrative.  AI-driven capex and M&A are generating record debt issuance, 
particularly in IG and HY, creating a supply-demand imbalance that has pressured spreads.  Net 
supply is up over 30% year over year, primarily driven by AI capex.  AI-related issuance among 
U.S. IG corporates reached ~$200 billion in 2025.  It is easily set to double in 2026, creating 
supply-demand imbalances, crowding out and spread pressure. 49% of new debt issued YTD is 
AI related. 

• Persistent shocks to inflation have realigned Central Bank monetary policy: While expectations 
were for central banks to ease earlier in the year, there is now a rising likelihood that the next 
move could be a rate hike.  Some countries are facing higher pressure to hike rates.  Fixed 
income typically underperforms during scenarios of sustained inflation. 

• Upward pressure on rates from low term premiums: to continue on U.S. Treasuries: The term 
premium of U.S. treasuries remains historically low, applying upward pressure on yields.   

• Private credit scrutiny: Regulatory and market attention on private credit valuations, ratings 
practices, and liquidity mismatches is intensifying. 

• Carry over beta: With spreads near historical tightness across most segments, total returns will 
be driven by income, rather than spread compression.  Tight credit spreads limit capital 
appreciation potential.  Carry will be the primary driver of fixed income returns in 2026, playing 
a more central role, supported by higher starting yields.   

• Emerging Market Debt: the structural dynamics around EM matter more to us than short term 
volatility. Many EM economies are operating from a position of strength. Policy decisions have 
improved, most have stronger external buffers, disciplined fiscal and improved credibility. 
Emerging markets debt is more balanced and resilient, supported by improving sovereign credit 
quality. 

• The macro environment continues to be a critical factor in evaluating EM credit, with heightened 
geopolitical uncertainty and higher oil prices. EM credit offers superior fundamentals and carry 
relative to developed markets; however, selectivity and robust due diligence across regions is 
critical.   

• Allocations to emerging market debt remain underweight. Emerging economies where rates are 
still high and there’s scope for currency appreciation look attractive. As an example, Brazil offers 
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high real rates and the economic outlook is reasonably attractive.  EM assets have shown 
resilience, supported by stable or improving sovereign fundamentals and disciplined liability 
management among corporates, positive fiscal and policy momentum. Corporate balance sheets 
remain healthy, with manageable leverage and adequate margins. We think that, despite recent 
volatility, emerging market debt has an enduring case to earn a place in global fixed income 
portfolios 

• Valuations in EM corporates remain attractive, offering attractive value. However, near-term 
volatility and limited new issuance combine with macro uncertainty. A resumption of dollar 
weakness could bolster flows into local-currency strategies. Investment grade, high yield and 
frontier markets all offer differentiated opportunities. 

• Quality rotation: A divergence between IG and HY, and between public and private credit, is 
expected as investors could rotate toward higher-quality assets. 

• Investment Grade: The fundamental backdrop is reasonably strong, there is limited room for 
further compression, and tangible risk of spreads widening and rates rising, as supply surges.  
Investors may not be getting adequately compensated for risk, potentially underestimating the 
level of risk premium warranted in the current environment. 

• High Yield: The widening dispersion in outcomes indicates that security selection will be a 
primary determinant of return, far more so than at prior points in the cycle. 

• International: The market continues to put upward pressure on yields in Japan, the U.K., Italy 
etc.  Japanese yields have normalized at an impressive pace. 

• Duration: The rate path remains uncertain and possibly could be higher, we would avoid 
concentrated duration bets.  We favor income-producing assets where carry provides acceptable 
return, and avoid having to place bets on the direction of the curve. Yield provides the best 
opportunity for return. 

• Strategy: Active approach in security selection targeting pockets of value.   Given rich valuations 
and asymmetric risk-reward dynamics, a selective, opportunistic posture emphasizing 
selectivity in credits and curve positioning is a prudent strategy. 
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Currency   

  
 

• Dollar Strengthens - The U.S. dollar began 2026 on a soft footing as the market priced in a 
continuation of Fed easing and fading U.S. exceptionalism.  The consensus was for the dollar to 
trade weaker, with valuation headwinds, de-dollarization and narrowing rate differentials.  

• The Middle East conflict has upended 2025 consensus expectations of a weakening U.S. 
dollar.  Spiking brent crude above $90 per barrel triggered a flight to quality that reversed the 
dollar’s weakness.  In the near term, risks remain elevated around the war and rising inflation.  
Rising recognition of the productivity potential of AI is also attracting flows into the U.S.  Countries 
are focused on energy security, supply chain security, fiscal liquidity and less so on dollar reserve 
exposure.  The narrative changed with the Iran war, and the dollar has benefitted. 

The Dollar is Largely at the Mean of the Past 30 Years 

 

• Rising Interest Rates: Interest rates are rising across developed markets and notably, Japan.  
Investors are punishing yields higher.  At the front of the list is Japan, with the highest debt to 
GDP ratios.  As rates rise, the Yen has weakened.   

• Dollar Safe Haven Status is Back as Geopolitics Drive Flows: Geopolitics, energy prices 
and safe-haven are the dominant factors driving flows. The dollar has re-emerged as a safe haven 
play, during bouts of volatility and uncertainty.   

• Asia – The South Korean Won, the Indian Rupee, Indonesian Rupiah, Malaysian Ringgit and 
Japanese Yen have all been trading weaker in the past few weeks.  Asian FX outlook has 
deteriorated as the Iran conflict has amplified downside risks related to higher energy costs, 
energy supply security, weaker global trade and fiscal concerns. Most Asian nations are energy 
importers and particularly vulnerable to sustained high energy prices.   

• Europe – The outlook for European currency has suffered deterioration, as concerns around 
energy security and inflation have emerged.  Europe’s sensitivity to disruptions in global energy 
markets remain a key concern. Higher oil prices and geopolitical risks continue to weigh on the 
outlook.  

• Latin America – Higher oil prices improve terms of trade for energy exporters, while commodity 
exposure provide protection relative to other regions. The prognosis is for the region to 
outperform. 
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Investment Outlook   

  
 

Global growth is diverging.  AI and the Iran conflict are exerting immense force on the global economy, 
impacting countries and regions in unique ways.  Supply pressures are lifting inflation and complicating 
central bank policy, which is also diverging.  Europe appears vulnerable or already mired in stagflation, 
though relative valuations in Europe are attractive and the region is a candidate for selective bottom up 
stock picking. 

Outcomes are diverging at a country level.  The U.S. faces a rising growth and rising inflation mix.  Europe 
and Japan are exposed to energy volatility.  This isn’t a global slowdown.  China is protected with large 
oil reserves but struggling to emerge out of domestic doldrums.  India continues to be pressured with a 
weakening currency, FI selling and muted index performance due to mega-caps underperforming.   

The Middle East conflict has led to a global recognition of energy security, defense, supply chain and 
resource reliability. The AI theme is showing signs of acceleration and delivery, creating additional 
opportunities in energy, infrastructure and key input commodities. 

Massive Capex Has Been Unleashed at a Global Level – Nations are scrambling – particularly 
energy importers, but also countries and regions under-invested in defense – to adjust to the new realities.  
Most nations are also scrambling to catch up on AI.   

Meanwhile, it is readily apparent that the hyperscalers are in a mad scramble to deploy unthinkable 
amounts of capital into building out the AI infrastructure.  The investment is front loaded but the returns 
are back loaded.  Questions abound about the implications of off balance sheet financing, and valuations 
in the private equity and private credit space.  It’s safe to say we’re witnessing a reckoning and that is 
largely healthy that rationality is coming back to the marketplace.  

Inflation – and managing inflation within portfolios - will be a key driver of returns.  We’ve shared ideas 
in our monthly India base investment outlooks on strategies to manage inflation.   

Returns from Thematic Exposure Have Been Stellar Since 2025 

  

In time, a few winners are likely to emerge.  The companies that are funding the buildout have strong 
balance sheets and experienced managements.  Supported by the central bank and the administration, a 
reasonable expectation is that the challenges that are surfacing are likely to be addressed.  Caveat emptor.  
Some companies may end up holding the hot potato and those situations are likely to be addressed; the 
road map has been clearly established over the past 30 years.   

Within all the turmoil and uncertainty, it’s easy to forget that the Nasdaq 100 is up 16.6% YTD.  The Nikkei 
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is up 27.6% and Taiwan, Korea +49% and 84% respectively. Commodities ex Precious Metals are up 
22.8%.  There are exceptional opportunities are on offer for wealth creation, and it’s prudent to 
understand the macro and geo-politics but not get caught up in the noise.   

From our perch, the logical way to look at markets today remains via thematic silos.  Increasingly, sector, 
thematic, country and stock selection are the reliable road to alpha. 

As a result, a more active approach is needed to garner returns. Return dispersion will be wide.  As 
always, asset allocation will determine the bulk of portfolio returns.  Owning the right asset classes, 
themes and sectors will play a key role in portfolio outcomes. 
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Our Key Calls for H2 2026    

 

Key Strategies Rationale 
Favor AI beneficiaries • We favor providers of technology supporting the AI buildout – starting with semiconductors, 

power and data center - energy and transmission grid experts, physical infrastructure building 
materials and for that matter upstream key materials and metals, cheaper sources of renewable 
energy.  These assets stand to benefit from the large capex being allocated to AI, globally.  

Thematic Investing • We have been bullish on key structural themes.  Thematic investing provides earnings 
visibility, strong momentum to offset inflationary impulses, pricing power and demand visibility.  
Themes that are driving markets today include AI beneficiaries, energy security, defense, power, 
grid infrastructure, semiconductors, rare earths, solar, robotics, automation and biotech. 

International Exposures • We favor EM equities, preferring AI beneficiaries, countries pursuing reforms and commodity 
exporters. We favor EM debt due to improved economic resilience, disciplined fiscal and 
monetary policy and strong mix of commodity exporters.  In Europe, we favor selective exposure 
to defense and infrastructure. 

• We continue to stay over-weight markets benefitting from long term themes, starting with Taiwan 
and Japan on the AI theme.  We recently reduced our weightage to Korea to market weight after 
a world leading rally.  We favor Latin American energy and commodity selectively.   

• China is emerging as a key competitor in the AI race, in mobility, in automation and robotics.  
We remain interested in select exposure to companies that are driving innovation and leading 
growth. 

Strategic Assets • Precious metals have done exceptionally well in portfolios.  While the current period is exerting 
selling pressure by sovereigns, we continue to favor gold, silver as strategic portfolio holdings.  
Uranium remains attractive. 

Strategic •  
Portfolio Construction • We favor our core to be based around a thematic approach around key trends we have laid out 

in this report, ranging from energy independence, defense, AI to emerging technologies, and 
commodity exposure, particularly metals.  A healthy exposure to private markets.  Infrastructure 
assets remain attractive in an inflationary environment. 

Strategic Hedges • We favor EM equities.  We favor precious metals and uranium alongside commodity 
exposure to provide diversified hedge protection, alongside tactical short term strategies to 
protect portfolios. 

• Hedging inflation and geopolitical risk with gold and commodities allocations.   
U.S. Treasuries – Short end • Neutral.  Rates have been largely range bound, and rising inflation poses a threat to real 

returns 
U.S. Treasuries – Long end • Underweight.  Yields are facing upward pressure from rising term premium, as investors 

demand higher yield for the risk of holding long term debt. 
Euro area govt bonds • We are neutral short term Euro bonds and underweight long term.  Increased bond issuance, 

high debt burden, rising inflation, low growth and rising inflation and risk premium have been 
putting pressure on yields particularly on the long end 

Emerging Market Debt • Selectively positive given improving fundamentals, high yields. 
Private Credit  • Underweight  

• Private credit’s growth is accelerating in areas such as infrastructure and real estate and asset-
based finance, as the asset class continues to mature. We see the potential for return dispersion 
to rise as investment results could increasingly depend on diverging macros, as well as 
borrower, sector, and collateral factors. 

• There have been  
Private Equity • Selectively Positive 

• Our track record in identifying quality investment opportunities has held us in good stead.  We 
remain neutral on the sector but positive on selective investment opportunities 

Past performance is not a reliable indicator of future results.  Views are from a U.S. dollar perspective. Our views are not intended to be a forecast or guarantee of future results. 
This information should not be relied upon as investment advice on any fund, investment security or strategy.  
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Key Investment Themes by Asset Class    

 

Asset  Outlook # Investment Preferences 
Equity Macro conditions – low interest rates, benign 

commodity prices, accommodative policy, and strong 
capex – remain favourable.   

1 Growth Quality Predictability Thematic 

 
Tariff related concerns are in the price; a key risk 
remains in resolution of rare earths. 

2 Emerging Markets - preference for Japan, 
Korea, Taiwan, India and selective Chinese 
tech/ equities   

Defence and infrastructure have been at the forefront, 
alongside AI and tech.  Massive capex ($450b by the 
hyperscalers alone) has contributed to U.S. growth. 

3 Large & Mid are dominant across the world, 
selective small cap exposure 

 
Artificial intelligence is well positioned to increase 
productivity and drive earnings across industries. 

4 AI, Infrastructure, Platform, Materials, Energy, 
Tech, Financials 

Precious 
Metals 

Structural preferences have shifted this year, with 
investors showing clear preference to diversify dollar 
denominated exposure.  

5 Gold despite the sell-off remains a strategic 
asset with strong hedge characteristics  

 
With stimulus plans across developed and emerging 
markets, and rising deficits particularly in the U.S., 
inflation remains a watchlist item for 2026. 

6 Commodities – demand driven, bottom up, 
active management opportunities 

 
Precious metals provide reliable and attractive hedges 
to concerns related to currency, debt and market 
volatility 

7 Silver – industrial demand  

Fixed 
Income 

The Fed is caught between tariff, stimulus, higher 
spending and slowing economic growth.  Rising money 
supply poses risks to the inflation outlook. 

8 Infrastructure assets and REITs with inflation 
protecting pricing power 

 
Low absolute rates, inflation risks, uncertainty around 
rate outlook  

9 Short duration as outlook on rates largely 
unclear. Higher yield opportunities U.S. with 
reliable fundamentals  

Corporate balance sheets remain largely healthy  
(ex regional banks U.S., ex credit/lending)  

10 Selective opportunities in structured credit 

Private 
Equity, 
Other 

Structural opportunities in place around AI, energy, 
defence, infrastructure, technology, health tech, 
education etc.  Euphoric excess and high valuations 
remain concerns. 

11 Selective opportunities in structural growth 
themes at acceptable valuations or reliably 
predictable outcomes 
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Global Index Performance 

 
 

 
  



 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 01 | JUN 2026 | PAGE 44 

Know the Now – Global Edition 
 

Crude Oil & Commodities 

 
  



 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 01 | JUN 2026 | PAGE 45 

Know the Now – Global Edition 
 

Interest Rates - Global 
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Ambit Global Private Client - Global Allocation Committee    

  The Ambit GPC Global Allocation Committee is comprised of the Chief Executive Officer, 
Managing Director & Chief Investment Strategist, Director – Investments, Head – Product & 
Proposition, DIFC and Senior Executive Officer, DIFC. The team has over 100 years of collective 
investment experience in markets. The Global Allocation Committee meets monthly and as necessary 
during periods of market volatility to discuss the economy and markets. The committee determines 
the investment outlook that guides our advice to clients. The Global Allocation Committee continually 
monitors developing economic and market conditions, reviews tactical outlooks and recommends 
asset allocation model changes, as well as analysis, investment commentary, portfolio 
recommendations, and reports. 

 
Amrita Farmahan  Sunil A. Sharma    

 Chief Executive Officer, Managing Director & Chief Investment Strategist, 
 Ambit Global Private Client Ambit Global Private Client  
 & Non-Executive Chairperson, sunil.sharma@ambit.co  
 Ambit Global Private Client (MENA)   
 amrita.farmahan@ambit.co 
 
  
 Subhojit Banerjee Shanti Kaliappan 
 Director – Investments, Head – Product & Proposition,  
 Ambit Global Private Client Ambit Global Private Client (MENA) 
 subhojit.banerjee@ambit.co shanti.kaliappan@ambit.co  
    
   
 Digvijay Singh  
 Senior Executive Officer, 
 Ambit Global Private Client (MENA)  
 digvijay.singh@ambit.co 
 

Disclaimer   

This presentation / newsletter / report is strictly for information and illustrative purposes only and should not be considered to be an offer, or solicitation of an offer, to buy 
or sell any securities or to enter into any Portfolio Management agreements. This presentation / newsletter / report is prepared by Ambit Wealth Private Limited (AWPL) strictly 
for the specified audience and is not intended for distribution to public and is not to be disseminated or circulated to any other party outside of the intended purpose. This 
presentation / newsletter / report may contain confidential or proprietary information and no part of this presentation / newsletter / report may be reproduced in any form 
without the prior written consent of AWPL. If you receive a copy of this presentation / newsletter / report and you are not the intended recipient, you should destroy this 
immediately. Any dissemination, copying or circulation of this communication in any form is strictly prohibited. This material should not be circulated in countries where 
restrictions exist on soliciting business from potential clients residing in such countries. Recipients of this material should inform themselves about and observe any such 
restrictions. Recipients shall be solely liable for any liability incurred by them in this regard and will indemnify AWPL for any liability it may incur in this respect. 

Neither AWPL nor any of their respective affiliates or representatives make any express or implied representation or warranty as to the adequacy or accuracy of the statistical 
data or factual statement concerning India or its economy or make any representation as to the accuracy, completeness, reasonableness or sufficiency of any of the information 
contained in the presentation / newsletter / report herein, or in the case of projections, as to their attainability or the accuracy or completeness of the assumptions from which 
they are derived, and it is expected that each prospective investor will pursue its own independent due diligence. In preparing this presentation / newsletter / report, AWPL 
has relied upon and assumed, without independent verification, the accuracy and completeness of information available from public sources. Accordingly, neither AWPL nor 
any of its affiliates, shareholders, directors, employees, agents or advisors shall be liable for any loss or damage (direct or indirect) suffered as a result of reliance upon any 
statements contained in, or any omission from this presentation / newsletter / report and any such liability is expressly disclaimed.  

This presentation / newsletter / report is exclusively for Non-Broking Products/Services where AWPL is just providing services/distributing a Product as a Distributor. All 
disputes with respect to the distribution activity, would not have access to Exchange Investor Redressal Forum or Arbitration Mechanism. 

You are expected to take into consideration all the risk factors including financial conditions, Risk-Return profile, tax consequences, etc. You understand that the past 
performance or name of the portfolio or any similar product do not in any manner indicate surety of performance of such product or portfolio in future. You further understand 
that all such products are subject to various Market Risks, Settlement Risks, Economical Risks, Political Risks, Business Risks, and Financial Risks etc. You are expected to 
thoroughly go through the terms of the arrangements / agreements and understand in detail the Risk-Return profile of any security or product of AWPL or any other service 
provider before making any investment. You should also take professional / legal /tax advice before making any decision of investing or disinvesting. AWPL or its associates 
may have financial or other business interests that may adversely affect the objectivity of the views contained in this presentation / newsletter / report. The strategy of the 
portfolio selected at the time of investment the performance of your portfolio may vary from that of other investors and that generated by the Investment Approach across all 
investors because of the timing of inflows and outflows of funds; and differences in the portfolio composition because of restriction and other constraints 

AWPL does not guarantee the future performance or any level of performance relating to any products of AWPL or any other third-party service provider. Investment in any 
product including mutual fund or in the product of third-party service provider does not provide any assurance or guarantee that the objectives of the product are specifically 
achieved. AWPL shall not be liable for any losses that you may suffer on account of any investment or disinvestment decision based on the communication or information or 
recommendation received from AWPL on any product. Further AWPL shall not be liable for any loss which may have arisen by wrong or misleading instructions given by you 
whether orally or in writing. Investments are subject to market risks, read all product/ Service related documents carefully. 

 


