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Conflicting forces across 

growth, inflation, and 

liquidity 

Key takeaways 

• While SpaceX IPO may absorb liquidity from 

other parts of the market and creating some 

tightening, the IPO may remain supportive 

for sentiment in US growth, artificial 

intelligence (AI) and semiconductor-related 

equities, although much of the benefit may 

already be reflected in markets. 

• Reopening of the Strait of Hormuz could 

help ease near-term inflation pressure 

through lower oil prices, but bond yields 

have stayed elevated, suggesting broader 

inflation and debt concerns remain. 

• BOJ rate hike may tighten global liquidity 

and could weigh on equities, credit and rate-

sensitive markets, including Hong Kong. 

• Taken together, the three developments 

appear to create mixed forces across 

growth, inflation and liquidity. 

• In this environment, we would generally 

favour a selective approach, with continued 

focus on diversification. 

 

1. SpaceX IPO: supportive for sentiment, but 

future impact may be more limited 

The SpaceX IPO could be seen as a tactical risk-on 

catalyst, mainly for equities, and especially for US 

growth and AI-related areas. With a relatively low 

initial float and a strong market narrative, it may 

attract global capital and liquidity into US 

technology, which could continue to support 

valuations and sentiment in the near term. At the 

same time, it may also absorb liquidity from other 

parts of the market, creating some mild tightening 

elsewhere. 

We could also continue to see further capital 

focused around other AI-related IPOs that may 

come to market, such as Anthropic and OpenAI. On 

fundamentals, earnings delivery and guidance 

across parts of the hardware, memory and 

semiconductor space have remained strong, and 

this has supported very strong equity performance. 

That said, we would be mindful that if the market 

continues to extend similar earnings expectations 

too far into the future, and if the sector later adopts 

a more measured tone, there could be a sharper 

reversal in technology-related equities. This has not 

happened at this stage, as momentum still appears 

strong, but investors may want to be cautious of 

overly optimistic earnings assumptions over longer 

time periods. 

 

2. Reopening of the Strait of Hormuz: lower oil 

helps, but the bond picture remains less clear 

The reopening of the Strait of Hormuz could 

translate into a moderate risk-on backdrop, as some 

of this is already being reflected in the recent near-

term sell-off in energy, oil and agricultural prices. Oil 

prices have fallen from highs of around US$120 per 

barrel as supply risk has eased. This may help 

reduce inflation expectations and could ease some 

pressure on central banks. 

In theory, this should support bonds through lower 

yields, as well as global equities, particularly for 

countries and sectors that benefit from lower energy 

costs. It may also support some emerging market 

assets, while creating a less favourable backdrop 

for the energy sector. 

The Multi Asset Solutions Team (MAST) provides asset allocation views on three recent 

developments that could influence markets in different ways: the SpaceX Initial Public Offerings 

(IPO), the reopening of the Strait of Hormuz, and the Bank of Japan’s (BOJ) rate hike.  

 

In our view, these events create mixed signals across growth, inflation and liquidity. While some may 

support risk sentiment in the near term, others could tighten financial conditions. Overall, the 

backdrop still appears uneven, and this may support a measured and selective approach to asset 

allocation rather than a broad increase in risk. 
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However, we are not necessarily seeing a like-for-

like move in bond yields relative to the scale of the 

fall in oil and energy prices. In fact, yields have 

remained high and in some cases moved higher. 

This suggests that inflation and debt concerns may 

still be embedded in bond pricing and continue to 

put pressure on the asset class. 

Beyond oil, several broader forces may still have 

structural upward implications for inflation, including 

de-globalisation, large fiscal deficits, and supply 

constraints. As an extension of this, stock and bond 

correlations have continued to weaken, which 

means fixed income is no longer consistently 

behaving as a traditional hedge against equity risk. 

For this reason, we believe alternatives, selected 

commodities and real assets may continue to offer 

useful diversification and correlation benefits 

alongside traditional assets. 

 

3. BOJ rate hike: a possible headwind through 

tighter liquidity 

The BOJ rate hike is arguably more of a systemic 

and negative driver for markets. A higher policy rate 

in Japan could strengthen the yen and contribute to 

an unwind of global carry trades, which may tighten 

liquidity more broadly. This could place pressure on 

equities, especially in rate-sensitive and more 

leveraged markets such as Hong Kong, while also 

widening credit spreads and increasing volatility in 

global bond yields. 

In this sense, the BOJ move may offset part of the 

risk-on impulse coming from the other two events. 

While the impact may not be immediate or linear, it 

is a reminder that liquidity conditions still matter a 

great deal for asset prices, and that tighter policy 

settings in one major market can have wider effects 

globally. 

 

Our asset allocation view 

Overall, we would remain selective rather than 

broadly risk-on. While fundamentals in parts of the 

technology sector still appear supportive, market 

expectations may already be quite high. At the 

same time, the behaviour of bond markets suggests 

that inflation and higher yield concerns have not 

fully gone away. In this environment, maintaining 

diversification and avoiding overly concentrated 

positioning may continue to be important. 
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Important Information      

Investing involves risks, including the potential loss of 

principal. Financial markets are volatile and can fluctuate 

significantly in response to company, industry, political, 

regulatory, market, or economic developments.  These 

risks are magnified for investments made in emerging 

markets. Currency risk is the risk that fluctuations in 

exchange rates may adversely affect the value of a 

portfolio’s investments.  

The information provided does not take into account the 

suitability, investment objectives, financial situation, or 

particular needs of any specific person. You should 

consider the suitability of any type of investment for your 

circumstances and, if necessary, seek professional 

advice. 

This material is intended for the exclusive use of 

recipients in jurisdictions who are allowed to receive the 

material under their applicable law. The opinions 

expressed are those of the author(s) and are subject to 

change without notice. Our investment teams may hold 

different views and make different investment decisions. 

These opinions may not necessarily reflect the views of 

Manulife Investment Management or its affiliates. The 

information and/or analysis contained in this material has 

been compiled or arrived at from sources believed to be 

reliable, but Manulife Investment Management does not 

make any representation as to their accuracy, 

correctness, usefulness, or completeness and does not 

accept liability for any loss arising from the use of the 

information and/or analysis contained. The information in 

this material may contain projections or other forward-

looking statements regarding future events, targets, 

management discipline, or other expectations, and is 

only current as of the date indicated. The information in 

this document, including statements concerning financial 

market trends, are based on current market conditions, 

which will fluctuate and may be superseded by 

subsequent market events or for other reasons. Manulife 

Investment Management disclaims any responsibility to 

update such information. 

Neither Manulife Investment Management or its affiliates, 

nor any of their directors, officers or employees shall 

assume any liability or responsibility for any direct or 

indirect loss or damage or any other consequence of any 

person acting or not acting in reliance on the information 

contained here.  All overviews and commentary are 

intended to be general in nature and for current interest. 

While helpful, these overviews are no substitute for 

professional tax, investment or legal advice. Clients 

should seek professional advice for their particular 

situation. Neither Manulife, Manulife Investment 

Management, nor any of their affiliates or representatives 

is providing tax, investment or legal advice.  This material 

was prepared solely for informational purposes, does not 

constitute a recommendation, professional advice, an 

offer or an invitation by or on behalf of Manulife 

Investment Management to any person to buy or sell any 

security or adopt any investment strategy, and is no 

indication of trading intent in any fund or account 

managed by Manulife Investment Management. No 

investment strategy or risk management technique can 

guarantee returns or eliminate risk in any market 

environment. Diversification or asset allocation does not 

guarantee a profit or protect against the risk of loss in 

any market. Unless otherwise specified, all data is 

sourced from Manulife Investment Management. Past 

performance does not guarantee future results. 

About Manulife Wealth & Asset Management 

As part of Manulife Financial Corporation, Manulife 

Wealth & Asset Management’s mission is to make 

decisions easier and lives better by helping people invest 

confidently to pursue a more secure financial future. Our 

strength comes from the diversity of our global asset 

management expertise and distribution capabilities. Our 

global investment teams span equities, fixed income, 

alternative credit, private markets, and multi-asset 

solutions. We provide investment, financial advice, and 

retirement plan services to millions of individuals, 

institutions, and retirement plan members worldwide. At 

the heart of our approach are three cultural pillars: 

Partner for Progress, Trust through Transparency, and 

Intellectual Curiosity. These values shape how we build 

long- term relationships, develop differentiated 

investment strategies, and empower advisors and clients 

to seek meaningful financial outcomes. Whether 

through cutting-edge technology, AI innovation, 

personalized advice, or sustainable stewardship, 

Manulife Wealth & Asset Management is a trusted 

partner helping clients navigate complexity and invest 

with confidence. Not all offerings are available in 

all jurisdictions. For additional information, please visit 

manulifeim.com. 

This material has not been reviewed by, is not registered 

with any securities or other regulatory authority, and may, 

where appropriate, be distributed by the following 

Manulife entities in their respective jurisdictions. 

Additional information about Manulife Investment 

Management may be found at 

manulifeim.com/institutional 

Australia: Manulife Investment Management Timberland 

and Agriculture (Australasia) Pty Ltd, Manulife 

Investment Management (Hong Kong) Limited. Canada: 

Manulife Investment Management Limited, Manulife 

Investment Management Distributors Inc., Manulife 

Investment Management (North America) Limited, 

Manulife Investment Management Private Markets 

(Canada) Corp. Chinese Mainland: Manulife Overseas 

Investment Fund Management (Shanghai) Limited 
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Company. European Economic Area: Manulife 

Investment Management (Ireland) Ltd. which is 

authorised and regulated by the Central Bank of Ireland 

Hong Kong: Manulife Investment Management (Hong 

Kong) Limited. Indonesia: PT Manulife Aset Manajemen 

Indonesia. Japan: Manulife Investment Management 

(Japan) Limited. Malaysia: Manulife Investment 

Management (M) Berhad  200801033087 (834424-U) 

Philippines: Manulife Investment Management and 

Trust Corporation. Singapore: Manulife Investment 

Management (Singapore) Pte. Ltd. (Company 

Registration No. 200709952G) South Korea: Manulife 

Investment Management (Hong Kong) Limited. 

Switzerland: Manulife IM (Switzerland) LLC. Taiwan: 

Manulife Investment Management (Taiwan) Co. Ltd. 

United Kingdom: Manulife Investment Management 

(Europe) Ltd. which  is authorised and regulated by the 

Financial Conduct Authority United States: John 

Hancock Investment Management LLC, Manulife 

Investment Management (US) LLC, Manulife Investment 

Management Private Markets (US) LLC and Manulife 

Investment Management Timberland and Agriculture Inc. 

Vietnam: Manulife Investment Fund Management 

(Vietnam) Company Limited.  

Manulife, Manulife Investment Management, Stylized M 

Design, and Manulife Investment Management & Stylized 

M Design are trademarks of The Manufacturers Life 

Insurance Company and are used by it, and by its 

affiliates under license. 
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