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Summary

 

3
Big picture 
The global economy continues to prove remarkably resilient. Growth remains supported by strong corporate earnings, fiscal expansion across several major 

economies, and continued AI-led investment. While geopolitical tensions remain elevated and the conflict involving Iran has entered a more complex phase, markets 

are increasingly refocusing on underlying fundamentals rather than near-term disruption. We remain overweight equities, believing the global expansion remains 

intact, but with greater regional divergence and policy uncertainty reinforcing the importance of active management and selectivity.

7
Equities
We remain overweight equities. The AI investment cycle continues to broaden beyond a narrow technology story, supporting opportunities across industrials, 

infrastructure, advanced manufacturing, and selected financials alongside technology itself. While elevated valuations and market concentration remain important 

considerations, resilient earnings, fiscal support, and improving breadth continue to provide a constructive backdrop. We continue to favour Japan and emerging 

markets, while remaining underweight Europe.

8
Credit
Credit valuations continue to leave little room for disappointment. Corporate fundamentals remain resilient and default expectations are still relatively benign, but 

spreads, particularly in investment grade, offer limited compensation for risk. High yield continues to provide attractive income, although tighter spreads mean future 

returns are increasingly likely to come from carry rather than further spread compression. In this environment, selectivity remains key and we remain cautious overall.

9
Government bonds
Government bonds are becoming more differentiated as regional policy paths diverge. While yields are more attractive than earlier in the cycle, resilient growth and 

higher-for-longer inflation expectations limit the scope for a broad rally in duration. We continue to see the strongest opportunities in markets where valuations remain 

compelling and central banks are likely to be less hawkish than currently priced, with UK Gilts remaining our preferred developed market duration exposure.

10
Cash / Currencies
In currencies, we remain constructive on the US dollar, supported by resilient US growth and a more hawkish Federal Reserve. We have moved underweight the euro, 

reflecting weaker earnings momentum, softer growth prospects, and the increasing divergence between the US and Europe. We also remain underweight sterling, 

where fiscal and political uncertainty continues to weigh on the outlook. Gold retains a role as a portfolio diversifier in an environment of geopolitical uncertainty and 

less stable cross-asset correlations, although some of the near-term tailwinds from earlier in the year have ceased. 

Source: Fidelity International, July 2026. Views reflect a typical time horizon of 12–18 months and provide a broad starting point for asset allocation decisions. However, they do not reflect current positions for investment strategies, which will be 
implemented according to specific objectives and parameters.
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Resilient growth amid rising regional divergence

Big picture

What has changed?

▪ AI investment broadening: Leadership is 

gradually expanding beyond technology, 

creating opportunities across industrials, 

infrastructure, advanced manufacturing, and 

selected financials.

▪ Regional divergence increasing: Inflation, 

policy, and growth are becoming more 

differentiated across regions.

▪ Policy expectations shifting: More resilient 

US growth and persistent inflation have 

increased the likelihood of a higher-for-longer 

policy environment.

What has stayed the same?

▪ Growth remains resilient: Strong earnings, 

fiscal support, and AI-led investment continue 

to underpin the global expansion.

▪ Equities preferred to credit: Tight spreads 

continue to limit the attractiveness of credit 

despite resilient corporate fundamentals.

▪ Active management remains key: Greater 

regional and sector dispersion continues to 

reinforce the case for selective positioning.

What are we watching?

▪ Geopolitics and energy markets: Whether 

developments in the Middle East lead to 

renewed disruption or allow markets to remain 

focused on underlying fundamentals.

▪ Broadening AI investment: Whether earnings 

growth continues to spread beyond the largest 

technology companies into the wider economy.

▪ Regional policy divergence: How differing 

inflation trends and central bank responses 

shape opportunities across asset classes.

Source: Fidelity International, July 2026. Views reflect a typical time horizon of 12–18 months and provide a broad starting point for asset allocation decisions. However, they do not reflect current positions for investment strategies, which will be 
implemented according to specific objectives and parameters.



4 Global Asset Allocation Insights

Cycle gauges
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Source: Fidelity International, July 2026. 
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– – – = + ++ Snapshot of views

Equities

Equities ⚫ Resilient growth and broadening earnings support an overweight position, although regional and sector selection important.

US ⚫ AI leadership continues to underpin earnings, with opportunities broadening beyond the largest technology companies.

Europe ⚫
Slower growth, weaker earnings momentum, less attractive valuations, and greater sensitivity to higher energy prices leave us 

underweight.

UK ⚫ Attractive valuations and global earnings exposure are balanced by a softer domestic economic outlook.

Japan ⚫ Corporate reform, rising inflation, and improving domestic demand continue to support Japanese equities.

Emerging markets ⚫ Country selection remains key, with attractive opportunities in markets benefiting from structural reform and resilient fundamentals.

Asia Pacific ex. Japan ⚫ AI supply chains remain supportive, but weaker Australian fundamentals and mixed regional prospects support a neutral view.

Credit

Credit ⚫ Strong fundamentals offset by tight spreads, leaving us underweight overall.

Investment grade ⚫ Tight spreads continue to offer limited compensation despite resilient corporate fundamentals.

High yield ⚫ Attractive carry is balanced by tight valuations and limited scope for further spread compression.

Emerging market debt (hard) ⚫ Solid fundamentals support the asset class, but tighter spreads justify a neutral stance.

Government 

bonds

Government bonds ⚫ More attractive yields are balanced by resilient growth and inflation pressures.

US Treasuries ⚫ Sticky inflation and a more hawkish Federal Reserve reduce the appeal of US duration.

Euro core (Bund) ⚫ Softer growth supports Bunds, although ECB policy and fiscal risks limit conviction.

UK Gilts ⚫ Attractive valuations and scope for Bank of England to be less hawkish underpin our preferred duration exposure.

Japanese gov. bonds ⚫ Bank of Japan normalisation continues to place upward pressure on yields, limiting conviction.

Emerging market gov. bonds (local) ⚫ Elevated real yields remain attractive, although opportunities are increasingly country specific.

Cash, 

currencies,  

& gold

Cash ⚫ Cash at neutral.

US dollar ⚫ Stronger growth and higher-for-longer interest rates support the dollar in the near term.

Euro ⚫  Weaker growth and softer earnings momentum, especially compared to the US, weigh on the outlook.

Japanese yen ⚫ Monetary policy normalisation is offset by fiscal concerns and uncertainty over future tightening.

Sterling ⚫ Softer domestic growth and expectations for a less hawkish BoE policy weigh on the outlook.

Emerging markets FX ⚫ Attractive carry supports selected currencies, but a firmer dollar and divergent fundamentals favour a selective approach.

Gold ⚫ Structural demand remains intact, but a stronger dollar and renewed momentum elsewhere create a more balanced outlook.

TAA views summary

Source: Fidelity International, July 2026. Views reflect a typical time horizon of 12–18 months and provide a broad starting point for asset allocation decisions. However, they do not reflect current positions for investment strategies, which will be 
implemented according to specific objectives and parameters. Regional equity views use universes defined by MSCI indices.
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Best ideas for investment outcomes

Source: Fidelity International, June 2026. Views reflect a typical time horizon of 12–18 months and provide a broad starting point for asset allocation decisions. However, they do not reflect current positions for investment strategies, which will be 
implemented according to specific objectives and parameters.

Income

▪ Emerging market bonds in select local markets continue to look attractive given elevated yields and commodity-exporting fundamentals. Selectivity is key.

▪ Quality income equities provide resilient cashflows and relative defensiveness in a more uncertain macro environment.

Growth

▪ Japan and EM equities preferred, particularly Korea, Taiwan, and China tech, supported by structural tailwinds, earnings momentum, and attractive valuations.

▪ Thematic equities related to AI infrastructure, grid upgrades, and electrification remain supported by strong investment and long-term demand.

Capital preservation

▪ Gold continues to provide portfolio diversification in a world of elevated geopolitical uncertainty and less reliable asset correlations.

▪ Infrastructure and real assets linked to electrification, digital infrastructure, and energy security continue to offer long-term diversification benefits.

Uncorrelated returns

▪ Absolute return strategies, driven by active investment decisions and incorporating idiosyncratic sources of risk – particularly those with a focus on tail risk mitigation.
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Equities ⚫

US ⚫

Europe ⚫

UK ⚫

Japan ⚫

Emerging markets ⚫

Asia Pacific ex. Japan ⚫

Source: Fidelity International, July 2026. Views reflect a typical time horizon of 12–18 months and provide a broad starting point for asset allocation decisions. However, they do not reflect current positions for investment strategies, which will be 
implemented according to specific objectives and parameters. Regional equity views use universes defined by MSCI indices. Chart source: Fidelity International, Bloomberg, July 2026.

Equities

Key views

▪ The AI investment cycle is broadening: Leadership is gradually expanding 

beyond technology, creating opportunities across industrials, infrastructure, 

advanced manufacturing, and selected financials.

▪ Japan remains our highest conviction market: Wage-led reflation, resilient 

earnings, corporate reforms, and improving shareholder returns continue to 

support the outlook.

▪ Emerging markets continue to offer attractive opportunities: We favour 

selective exposure to markets benefiting from improving earnings, structural 

reforms, attractive valuations, and participation in the AI investment cycle.

▪ Europe remains our least preferred region: Weaker growth, softer earnings, 

and greater energy sensitivity continue to weigh on the outlook.

Hyperscalers continue to invest aggressively
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Credit ⚫

Investment grade ⚫ 

High yield ⚫

Emerging market debt (hard) ⚫

Source: Fidelity International, July 2026. Views reflect a typical time horizon of 12–18 months and provide a broad starting point for asset allocation decisions. However, they do not reflect current positions for investment strategies, which will be 
implemented according to specific objectives and parameters. Chart source: Fidelity International Fixed Income Quant Dashboard, July 2026.

Credit

Key views

▪ Valuations remain the key challenge: Corporate fundamentals continue to 

hold up well, but spreads, particularly in investment grade, offer little 

compensation for risk.

▪ High yield remains an income opportunity: Carry continues to support 

returns, although tighter spreads mean future performance is increasingly likely 

to come from income rather than capital appreciation.

▪ Selective opportunities remain in emerging markets: Fundamentals remain 

resilient, but dispersion is increasing, reinforcing the importance of country and 

issuer selection.

EMD HC spreads don’t leave much room for error
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Government bonds ⚫

US Treasuries ⚫

Euro core (Bund) ⚫

UK Gilts ⚫

Japanese gov. bonds ⚫

Emerging market government bonds (local) ⚫

Source: Fidelity International, July 2026. Views reflect a typical time horizon of 12–18 months and provide a broad starting point for asset allocation decisions. However, they do not reflect current positions for investment strategies, which will be 
implemented according to specific objectives and parameters. Chart source: Fidelity International, Bloomberg, July 2026.

Government bonds

US curve flattens as Fed becomes more hawkish on stronger data, 

while BoJ seen as ‘behind the curve’

Key views

▪ Competing forces keep us neutral: Higher yields are improving valuations, 

but resilient growth and persistent inflation continue to limit the case for 

duration.

▪ Regional differences matter more: Diverging inflation and monetary policy 

paths are creating a wider range of opportunities across developed bond 

markets.

▪ UK Gilts remain our preferred developed market exposure: We continue to 

favour Gilts, where valuations are attractive and we believe the Bank of England 

will ultimately prove less hawkish than markets currently expect.
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Cash ⚫

US dollar ⚫

Euro ⚫ 

Japanese yen ⚫

Sterling ⚫

Emerging markets FX ⚫

Gold ⚫

Source: Fidelity International, July 2026. Views reflect a typical time horizon of 12–18 months and provide a broad starting point for asset allocation decisions. However, they do not reflect current positions for investment strategies, which will be 
implemented according to specific objectives and parameters. Chart source: Fidelity International, LSEG Datastream, July 2026.

Cash, currencies & gold

Key views

▪ Strong fundamentals support the dollar: Resilient US growth, higher yields, 

and a more hawkish Federal Reserve continue to underpin the near-term 

outlook.

▪ We have moved underweight the euro: Weaker growth and softer earnings 

momentum continue to weigh on the outlook.

▪ Sterling remains under pressure: Weak labour market dynamics, fiscal 

challenges, and political uncertainty continue to create headwinds.

▪ Gold remains a diversifier: Structural support from central bank demand, 

geopolitical uncertainty, and a more fragmented world remains intact despite a 

more balanced near-term outlook.

Greater dispersion amongst major regions should create opportunties
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Source: Fidelity International, July 2026. Views reflect a typical time horizon of 12–18 months and provide a broad starting point for asset allocation decisions. However, they do not reflect current positions for investment strategies, which will be 
implemented according to specific objectives and parameters. Chart source: Fidelity International, LSEG Datastream, July 2026. 

Other TAA views

▪ AI infrastructure: We continue to favour companies supporting the 

buildout of AI infrastructure, including power infrastructure, grid 

modernisation, and digital infrastructure. These areas offer exposure to the 

AI investment cycle beyond the largest technology companies.

▪ Healthcare: We believe healthcare offers an attractive combination of 

resilient earnings, reasonable valuations, and long-term structural growth. 

The sector also provides a useful source of diversification within equity 

portfolios at a time when market leadership remains heavily concentrated in 

AI-related technology stocks.

▪ Japan financials: Wage-led reflation, gradually higher interest rates, and 

continued corporate governance reforms continue to improve the outlook 

for Japanese banks and broader financials.

▪ Broad commodities: Resilient global growth and structural demand from 

AI, electrification, and energy security continues to support the long-term 

outlook. In oil, stronger strategic demand following the Iran conflict and the 

rebuilding of strategic reserves should provide near-term support, while 

higher production is likely to keep prices broadly range-bound over the 

medium term.

Resilient global growth supportive of industrial metals strength
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This material is for Institutional Investors and Investment Professionals only, and should not be distributed to the general public or be relied upon by private investors.

This material is provided for information purposes only and is intended only for the person or entity to which it is sent. It must not be reproduced or circulated to any other party without prior permission 

of Fidelity.

This material does not constitute a distribution, an offer or solicitation to engage the investment management services of Fidelity, or an offer to buy or sell or the solicitation of any offer to buy or sell any 

securities in any jurisdiction or country where such distribution or offer is not authorised or would be contrary to local laws or regulations. Fidelity makes no representations that the contents are 

appropriate for use in all locations or that the transactions or services discussed are available or appropriate for sale or use in all jurisdictions or countries or by all investors or counterparties. 

This communication is not directed at, and must not be acted on by persons inside the United States. All persons and entities accessing the information do so on their own initiative and are responsible 

for compliance with applicable local laws and regulations and should consult their professional advisers. This material may contain materials from third-parties which are supplied by companies that are 

not affiliated with any Fidelity entity (Third-Party Content). Fidelity has not been involved in the preparation, adoption or editing of such third-party materials and does not explicitly or implicitly endorse or 

approve such content. Fidelity International is not responsible for any errors or omissions relating to specific information provided by third parties.

Fidelity International refers to the group of companies which form the global investment management organization that provides products and services in designated jurisdictions outside of North 

America. Fidelity, Fidelity International, the Fidelity International logo and F symbol are trademarks of FIL Limited. Fidelity only offers information on products and services and does not provide 

investment advice based on individual circumstances, other than when specifically stipulated by an appropriately authorised firm, in a formal communication with the client.

Europe: Issued by FIL Pensions Management (authorised and regulated by the Financial Conduct Authority in UK), FIL Investment Management (Luxembourg) S.à r.l. (authorised and supervised by the 

CSSF, Commission de Surveillance du Secteur Financier), FIL Gestion (authorised and supervised by the AMF (Autorité des Marchés Financiers) N°GP03-004, 21 Avenue Kléber, 75016 Paris) and FIL 

Investment Switzerland AG.

UAE: The DIFC branch of FIL Distributors International Limited is regulated by the DFSA for the provision of Arranging Deals in Investments only. All communications and services are directed at 

Professional Clients and Market Counterparties only. Persons other than Professional Clients and Market Counterparties, such as Retail Clients, are NOT the intended recipients of our communications 

or services. The branch is established pursuant to the DIFC Companies Law, with registration number CL2923, as a branch of FIL Distributors International Limited, registered in Bermuda.  FIL 

Distributors International Limited is licensed to conduct investment business by the Bermuda Monetary Authority.

In Hong Kong, this material is issued by FIL Investment Management (Hong Kong) Limited and it has not been reviewed by the Securities and Future Commission. 

FIL Investment Management (Singapore) Limited (Co. Reg. No: 199006300E) is the legal representative of Fidelity International in Singapore. This document / advertisement has not been reviewed by 

the Monetary Authority of Singapore. 

Important information



13 Global Asset Allocation Insights

In Taiwan, Independently operated by Fidelity Securities Investment Trust Co. (Taiwan) Limited 11F, No.68, Zhongxiao East Road, Section 5, Taipei 110, Taiwan, R.O.C. Customer Service Number: 

0800-00-9911.

In Korea, this material is issued by FIL Asset Management (Korea) Limited. This material has not been reviewed by the Financial Supervisory Service, and is intended for the general information of 

institutional and professional investors only to which it is sent.

Issued in Japan, this material is prepared by FIL Investments (Japan) Limited (hereafter called “FIJ”) based on reliable data, but FIJ is not held liable for its accuracy or completeness.  Information in this 

material is good for the date and time of preparation, and is subject to change without prior notice depending on the market environments and other conditions. All rights concerning this material except 

quotations are held by FIJ, and should by no means be used or copied partially or wholly for any purpose without permission. This material aims at providing information for your reference only but does 

not aim to recommend or solicit funds /securities.

For information purposes only. Neither FIL Limited nor any member within the Fidelity Group is licensed to carry out fund management activities in Brunei, Indonesia, Malaysia, Thailand and 

Philippines.

FIL Investment Management (Australia) Limited (ABN 34 006 773 575, AFSL No. 237865) and FIL Responsible Entity (Australia) Limited (ABN 33 148 059 009, AFSL No. 409340) are the legal 

representatives of Fidelity International in Australia. This is intended as general information for a person who is a "wholesale client" under section 761G of the Corporations Act 2001 (Cth) and has been 

prepared without taking into account any person’s objectives, financial situation or needs. Not for distribution to or use by retail clients. 
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