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MPW Market & Strategy Update ð May 2025

General Advice Disclaimer

¢ƘŜ ǇǳǊǇƻǎŜ ƻŦ ǘƘƛǎ ǇǊŜǎŜƴǘŀǘƛƻƴ ƛǎ ǘƻ ǇǊƻǾƛŘŜ ȅƻǳ ƎŜƴŜǊŀƭ ŀŘǾƛŎŜ ŀƴŘ ƛƴǎƛƎƘǘ ƛƴǘƻ at²Ωǎ ŎǳǊǊŜƴǘ ƳŀǊƪŜǘ ƻǳǘƭƻƻƪ ŀƴŘ 
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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What Are Global Trade Tariffs?
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Trumpõs Tariffs: There is no Playbook!

The announcement of reciprocal tariffs averaging 29% 
has sparked fears of a global trade war and recession. 

Goldman Sachs estimate the effective US tariff rate will 
rise by around 16% in 2025, but everyone is guessing!  

4



Tariffs Are Causing Policy Uncertainty & Volatility

Trump ƛǎ ƛƳǇƭŜƳŜƴǘƛƴƎ ƭŀǊƎŜ ǎŎŀƭŜ ΨƴŜƎŀǘƛǾŜ ƎǊƻǿǘƘΩ 
policy changes at the same time, and this increases the 
chance of policy mistakes being made and recession.  

When Trump announced the 90-day tariff pause, the 
market reversed a growth downgrade shock and higher 
interest rate shock.  But this reprieve seems temporary.  
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Tariff  Impacts on Manufacturing & Services

Purchasing Managers Future Output expectations have fallen sharply in both manufacturing and services in all G4 economies. 
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Tariff  Impacts on Global Trade

The number of cargo ships sailing from China to the US has dropped dramatically. Will this result in a supply shock?  
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Tariff  Implications for US Growth

Wta ϧ DƻƭŘƳŀƴΩǎ ƴƻǿ ǇǊƻƧŜŎǘ ¦{ D5t DǊƻǿǘƘ ǘƻ Ŧŀƭƭ ǘƻ 
0.5% in 2025, with risks of a mild recession rising to 45%. 

The Atlanta Fed GDPNow estimate for Q2 2025 has been 
revised down from 2.5% to 1%. US Growth is slowing. 
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Tariff  Implications & Rising US Recession Risk

Yale University estimates that the hit to US GDP this 
year would be 1.5% based on the announced tariffs.  
This would likely see a mild recession unfold.
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Consumer sentiment has fallen sharply to historically 
low levels, and small business optimism is also falling. 
Consumers need to remain resilient to avoid recession.



Tariff  Impact on US Household Spending

US household spending is falling and the US consumer is 70% of US GDP, so movements in sentiment towards 
spending, demand for employment and wages are all important barometers for what lies ahead for the US economy.
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Tariff  Implications for US Inflation

JP Morgan now sees US core inflation rising to 4.1% by 
year end, driven by cost-push pressures from tariffs. 
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The jump in consumer 1-year-ahead inflation expectations 
over the last 3 months is as swift as the rise seen in 2020. 



Tariff  Implications for US Fed Interest Rate Cuts

Other than Japan, most countries are expected 
to cut interest rates 3-4 times this year. 

Tariff uncertainty means the US Fed will need to balance 
the risk of a slowing economy and likely rising inflation.
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Tariff  Implications for Australia
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The 10% US tariff on our exports is bad news for industries affected and there is likely more to 
come for pharmaceuticals and aluminium. However, only 5% of Australian exports go to the US.



The Bigger Risk to Australia is a Slowing China
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If ¦{ ǘŀǊƛŦŦǎ ǎƭƻǿ /ƘƛƴŀΩǎ ŜŎƻƴƻƳȅΣ !ǳǎǘǊŀƭƛŀ ǿƛƭƭ ŦŜŜƭ ǘƘŜ 
impact of this, even without reciprocal tariffs from China.

The RBA will cut interest rates by 0.25% this month 
as inflation moderates. How far will they go in 2025?



Macro Overlay: The Economic Cycle
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Our economic cycle clock now moves more firmly into slowing growth and towards recession phase as the 
negative impacts of Trump policy sharply weakens US growth prospects and elevates inflation risk = stagflation. 



MPW Outlook: US Recession Risks Are Rising

1. Negative Growth (Recession)     
MPW Probability = Increasing

2. Low Trend Growth (Current)
MPW Probability = Medium

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

Å Inflation is sticky and moves higher

Å Central banks hold or raise rates

Å Unemployment rises 1-2%

Å Savings rates evaporate

Å Consumer spending slows sharply 

Å Economic data deteriorates

Å Corporate earnings fall

Å Geopolitical risks intensify (wars)

Å Tariffs create global trade wars

Å Inflation is sticky but moderates

Å Central banks slowly cut rates

Å Unemployment rises marginally

Å Savings rates are neutral

Å Consumers continue to spend

Å Economic data not to hot or cold

Å Corporate earnings remain positive

Å No further sanctions or conflict

Å Tariffs are moderated 

Å Inflation falls to central bank targets

Å Central banks are accommodative

Å Employment growth remains strong

Å Savings rates increase

Å Consumer confidence picks up

Å Economic data strengthens

Å Companies improve productivity

Å Geopolitical risks and conflict abates

Å 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
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The Narrative Has Turned Negative In 1H 2025
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Recession Signal

US [ŜŀŘƛƴƎ 9ŎƻƴƻƳƛŎ LƴŘƛŎŀǘƻǊǎ ό[9LΩǎύ were suggesting that recession risk was high in 2024, but there was a sharp rebound 
ƛƴ ǘƘŜǎŜ [9LΩǎ ǘƘǊƻǳƎƘ ǘƘŜ ōŀŎƪ ƘŀƭŦ ƻŦ нлнпΦ  ¢ƘŜȅ ŀǊŜ ƴƻǿ ŦŀƭƭƛƴƎ ǎƘŀǊǇƭȅ ŀƎŀƛƴ ǿƘƛŎƘ ƛƴŎǊŜŀǎŜǎ ǘƘŜ Ǌƛǎƪ ƻŦ ǊŜŎŜǎǎƛƻƴ ƛƴ нл25.



US Lagging Economic Indicators Remain Solid 
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The Leading Indicators divided by Lagging Indicators 
have dropped to the lowest since the 1980s, with 

such levels never seen outside of recessions.

¢ƘŜ ǉǳŜǎǘƛƻƴ ŦǊƻƳ ƘŜǊŜ ƛǎ ǿƘŜǘƘŜǊ ǘƘŜ ΨƘŀǊŘ ŘŀǘŀΩ ƻǊ 
ƭŀƎƎƛƴƎ ƛƴŘƛŎŀǘƻǊǎ Ŧƻƭƭƻǿǎ ǘƘŜ ΨǎƻŦǘ ŘŀǘŀΩ ƻǊ ƭŜŀŘƛƴƎ 

indicators down.  If they do, a recession likely unfolds.

There is a large 
gap between hard 
data and soft data



So What Does This Mean For Markets?

Economic fundamentals have deteriorated in recent 
months and recession risk has increased, with tariff 
uncertainty keeping the Fed on hold with rate cuts.

If tariffs do result in higher inflation and recession, then 
the Fed will need to make a call on prioritising growth (rate 
cuts) or fighting inflation.  This is yet to be decided.

Stagflation: Growth assets grind higher Recession: Growth assets revalue down
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MPW Recommended Portfolio Strategy
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Expect Listed Equity Markets to Remain Volatile

The drawdown (peak to trough) for the US S&P 500 index 
was -24% and for the US Russell 2000 (small cap) index 
was -30%, before the tariff deferment announcement.
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The drawdown (peak to trough) for the ASX 200 index 
was -14% and for the ASX Small Ords index was -16%, 
before the tariff deferment announcement.

-16%

-14%

-24%

-30%



US Corporate Earnings Now Revised Much Lower

US corporate earnings have been revised significantly 
lower as a result of tariffs, stagflation, and uncertainty. C
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Despite this, the US share market remains expensive by 
most historical measures. Market risk is elevated here. 



Valuations Matter To Long-Term Returns
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Australian Shares: Expensive & Negative Earnings
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Australian shares are not cheap by historical measures and earnings growth is expected to be negative. 



There Has Been a Rotation Out of  US Stocks
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Global equities have significantly outperformed US equities in 2025 as uncertainty in the US increases. 



We Remain Positive on Emerging Markets
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Emerging Market earnings growth is expected to be higher than other regions and they are also cheaper on a relative basis. 



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 assets, 
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 27



Alternative Asset Class Returns ð 10 Years
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Why We Like Private Debt Over Listed Debt
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Who Are The Borrowers of  Private Credit?
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Non-Bank Private Debt Funds lend money to quality Australian businesses (below), just like banks do. 



Seniority in the Capital Structure Is Critical
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Private Credit Demand & Default Rates
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Private debt default rates are much lower compared to 
public market syndicated loans or high yield debt.

Private equity dry powder is driving long-term 
supply of deals for the private debt market.



Private Debt Has Outperformed With Lower Risk

Private direct lending strategies are yielding ~9% pa (equity-like returns) with less volatility than public market debt.
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Private Debt Yields & Interest Rates
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Private Debt is floating rate and rises and falls with cash rates, but always offers a superior yield.

RBA Cash Rate

Credit Spread

Total Return



Private Debt: Equity - Like Returns With Lower Risk
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Adding private debt to a portfolio improves your risk-adjusted returns.



Private Equity Has Evolved

Private Equity has evolved and is now more focused on 
ΨǾŀƭǳŜ-ŎǊŜŀǘƛƻƴΩ ŦƻǊ ōǳǎƛƴŜǎǎŜǎ ǊŀǘƘŜǊ ǘƘŀƴ ƭŜǾŜǊŀƎŜ ŀƴŘ 

multiple expansion.  This is what we want to own.  
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Companies are staying private for longer, so many of the 
best opportunities are being missed by investors who 

only focus on public listed markets.



Why We Like Private Equity Over Listed Equity

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 Investors Capture Most of  the Gains

Investing early into private companies can provide investors with the best returns. 
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Valuations Are Better & The Market Is Compelling

Private Equity valuation multiples are lower than listed 
markets.
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Less capital pursuing opportunities makes for a less 
competitive environment.



Australian PE Technology Valuations

Valuations in the Australian Software-As-A-Service (SAAS) sector are not expensive ς Entry levels are compelling.
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