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MPW Half-Yearly Market Update - February 2025

General Advice Disclaimer

The purpose of this presentation is to provide you general advice and insight into MPW’s current market outlook and 
investment philosophy.

Where our presentation provides general advice, we must explain that this advice has been prepared at this time without 
taking into account your individual personal needs, objectives, or financial situation, and the personal information we hold 
about you has not specifically been considered in forming our views.  

You should not act on any advice that has not been tailored to you or considered in light of your full individual personal 
circumstances, as there is a risk that such actions may not be appropriate for you or be in your best interests.

Where we provide personal advice and investment recommendations, these will be presented in a Statement of Advice (SoA) 
which will explain the basis of your personal advice recommendations, and any considerations or risks so that you can make 
an informed decision.

No representation is given, warranty made or responsibility taken about the accuracy, timeliness or completeness of 
information sourced from third parties.
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Asset Class Returns 6 Months to 31st December 2024
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The Narrative Changed in Back Half  Of  2024
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Recession Signal

US Leading Economic Indicators (LEI’s) were suggesting that recession risk was high, but there was a sharp rebound in these 
LEI’s through the back half of 2024 which reduced the risk of recession, and improved economic and market sentiment.



MPW Outlook: Expect Volatility, But No Recession

1. Negative Growth (Recession)     
MPW Probability = Low

2. Trend Growth (Current)
MPW Probability = Medium

3. Strong Growth (Bull Market)
MPW Probability = Medium

• Inflation is sticky and moves higher

• Central banks hold or raise rates

• Unemployment rises 1-2%

• Savings rates evaporate

• Consumer spending slows sharply 

• Economic data deteriorates

• Corporate earnings fall

• Geopolitical risks intensify (wars)

• Tariffs create global trade wars

• Inflation is sticky but moderates

• Central banks slowly cut rates

• Unemployment rises marginally

• Savings rates are neutral

• Consumers continue to spend

• Economic data not to hot or cold

• Corporate earnings remain positive

• No further sanctions or conflict

• Tariffs are moderated 

• Inflation falls to central bank targets

• Central banks are accommodative

• Employment growth remains strong

• Savings rates increase

• Consumer confidence picks up

• Economic data strengthens

• Companies improve productivity

• Geopolitical risks and conflict abates

• No tariffs and global trade picks up 

Markets are not priced for this, expect 
further decline from here (~-20% plus)

Markets are priced for this, value can 
be selectively found at current levels

Markets are starting to price this, risky 
assets will perform very strongly

5



Australian Inflation Risk vs Recession Risk

GDP growth has been low despite 
governments running large fiscal 

deficits to stimulate the economy.

Underlying Inflation has fallen to 3.2% 
and CPI has fallen to 2.4%, prompting 
the RBA to cut interest rates 25 bps.

Unemployment has risen from 50-
year lows but remains tame at 4% 

and wages growth remains positive.
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Australian Consumers Have Been Resilient

Household savings have started 
rising as inflation pressures reduce 
and consumer sentiment picks up.  

Household spending is only on 
essentials and services, not goods, 

despite a rise in real incomes.  

Housing affordability is at historical 
lows whilst monthly mortgage 
repayments remain very high.
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US Inflation Risk vs Recession Risk

US GDP Growth remains solid and whilst it 
is expected to weaken it seems unlikely 

that a recession will unfold in 2025. 

US inflation remains ‘sticky’ and 
had a surprise uptick in January, 
meaning the Fed will hold rates.

US unemployment is historically 
low, and the change in the rising 

trend reduces recession risk.  
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US Consumers Continue To Borrow & Spend

Personal Savings Rates have 
moved higher supported by lower 

inflation and interest rate cuts.

US Retail Sales have been strong 
until January so we will see if this 

can reverse in coming months. 

Small Business Optimism has 
spiked on the back of Trump’s 

election win and policies.
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“Sticky” or Higher Inflation Is The Key Risk

Year-ahead US inflation expectations jumped from 3.3% 
to 4.3% in February, the highest since November 2023.

Why? Large fiscal deficits & tariffs result in higher prices!

Does this mean the US Fed is on hold with further interest 
rate cuts? Maybe, as they don’t want to repeat the 
mistakes of the 1970’s which looks ominously close.

Source: ABS, US Federal Reserve, EQ Economics
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Trump Trade Tariffs & Policy Uncertainty

The announced tariffs if implemented will mean a 
modest and hopefully temporary hit to global economic 
activity due to disruption to supply chains and export 
demand.  A retaliatory trade war would be bad. 

The Trump Administration is going to implement large 
scale policy changes at the same time, and this 
increases the chance of policy mistakes being made.  

11



So What Does This Mean For Markets?

Economic fundamentals remain solid and we will likely 
avoid a near-term recession, but this requires inflation 
to keep falling so the Fed can cut interest rates further.

If our view is right that it is too early to call victory on the 
inflation fight, then expect higher interest rates for longer 
which will impact growth and increase recession risks.

Falling Inflation = Fed cuts rates, pro-growth
Outcome: Growth assets likely outperform

Rising Inflation = Fed hikes rates, growth scare
Outcome: Growth assets likely revalue down
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MPW Recommended Portfolio Strategy
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The Role of  Alternative Assets In Portfolios

RETURN ENHANCERS
Global diversification and tactical/ 
opportunistic returns

CORE COMPLEMENTS
Added diversification and/or 
enhanced returns

CORE FOUNDATION
Stable Income with lower volatility, 
diversification ad inflation sensitivity 

Distressed 
credit

Special situations
Private 

Equity, Venture 
Capital

Corporate 
mezzanine loans

Hedge funds Noncore 
real assets

Core
Private credit

Core real estate, 
infrastructure and 

transport

Low volatility 
core equity

Fixed income-like Hybrids Equity-like

HIGHER Income/
LOWER Volatility

LOWER Income/
HIGHER Volatility

= MPW High Conviction Overweights

Framework-driven portfolio construction: What role do different categories play in the portfolio?

Source: JP Morgan Asset Management Alternative Solutions Group & MPW 14



Why We Like Private Debt Over Listed Debt

Private direct lending (debt) strategies are yielding 9% pa and provide 
equity-like returns with less volatility than public market debt strategies.

Our portfolios have a high weight to private debt for increased yield and strong risk-adjusted returns.
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Why We Like Private Equity Over Listed Equity

Our portfolios are overweight to private equity for strong long-term risk adjusted returns.

There is a long-
term return 
premium from 
private equity 
market assets

Private Equity has outperformed listed share markets 
across all regions over the long-term.

Private Equity has provided strong downside protection in 
falling markets and has long-term compounding benefits.  
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Private Equity Exits… A 2025-26 Rebound Story?

The US Venture Capital Market has effectively been shut 
out of exits given that listings on public markets (IPO’s) 
have been non-existent.  But that could change in 2025.

There is a significant backlog of private companies that 
are waiting to IPO on listed markets in the US when the 
environment and opportunity presents in 2025 onwards.  

These businesses waiting to IPO have just stayed private for longer, increasing earnings and improving balance 
sheets in anticipation of an IPO.  We could see material valuation uplifts for these private companies on IPO. 17



Higher Inflation For Longer Scenario: This will come as a 
shock to markets as central banks may need to raise interest 
rates again, causing a growth scare and recession fears.

• After such a strong run, expect a sizeable market pullback 
if inflation trends higher.

Inflation Keeps Falling Scenario: This is the consensus view 
and markets are pricing this outcome, believing further 
interest rate cuts are coming alongside strong fiscal spending. 

• Risk assets should do well but will need earnings growth to 
support valuations.

MPW Concluding Summary

MPW Outlook: Recession risk has subsided, market optimism is high, but inflation may surprise to the upside.

Portfolio Implications:

• Expect higher market volatility

• Own alternative assets & private markets 18
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