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THE 'SELL-AMERICA" TRADE IS DISRUPTING
MARKETS FROM EUROPE TO JAPAN

[ ell in May and go away’ is a well-worn adage among
US investors, warning of seasonal underperformance
and thin liquidity over the summer months. But May
2025 was more about “sell America”, with three

consecutive weeks of outflows from US equity funds adding
to the relative underperformance of US markets since the
start of the year.!

After that kind of underperformance, it’s reasonable to ask
whether some investors have gone for good. Recent market
movements, however, suggest otherwise: risk assets rallied
following a ceasefire ending a 12-day war between Iran and
Israel .2 The S&P 500 index has slowly crept up in June and is
slightly up from the level at the start of the year.

Still, the relative weakness in US equities this year is a sign
that confidence in the long-term performance of US stocks -
driven by easy credit, a booming tech sector, and productivity
growth — is eroding. Recent policy signals and geopoalitical
maneuvers from US President Donald Trump have raised
fears of stagflation and elevated geopolitical risks.®

A GLOBAL REBALANCING

After underpinning U.S. stocks for 15 years, foreign stocks
are staging a comeback with strong gains year-to-date
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Disclaimer: Please note that past performance is not a reliable indicator of future performance.

For a long time, US equities relied heavily on valuation
expansion, with stock prices outpacing earnings or dividend
growth. Between 2011 and 2024, studies show that multiple
expansion accounted for the majority of returns in seven of
the 12 years that US stocks outperformed globally.? It led to
increasing concentration, with the US representing over 70%
of developed market capitalization in 2024.5

A shift could be underway.

In the first five months of 2025, global investors redirected
US$139 billion into emerging markets and global or European
stock and bond funds.® The US dollar has fallen roughly 9%
against both the euro and yen, reducing the appeal of dollar-
denominated assets.” A survey of more than 70 global central
banks in June found that nearly three-quarters expected to
hold lower US dollar holdings within global reserves over the
next five years, with gold rising in popularity.®

Bond markets are also reacting. Tariff-driven inflation and
widening deficits are expected to keep US rates elevated,
depressing bond prices. In contrast, non-US dollar bonds
in many other markets have attracted inflows as investors
expect central banks to cut rates to combat a slowdown in
global trade.®

Japanese government bonds have also been impacted by
this shift in global capital flows. A surge in yields in May has
raised questions over the yen’s status as a traditional haven,
as investors scrutinize debt levels and the impact of lower
trade on the export-oriented economy.*°

Broader trends, however, point to continued confidence
in risk assets globally. Worldwide equities hit record highs
in early June, suggesting that investors remain optimistic.

However, while investors may have come back to US markets
since selling some of their exposure in May, the question now
is whether the traditional tailwinds behind the US markets
have gone —and not just for the summer.


https://www.barrons.com/articles/stock-investments-overseas-portfolio-allocation-eb3f5aa5

LIQUIDITY INDEX

THE EQUITIESFIRST LIQUIDITY PULSE:
A NEW MEASURE OF LENDING CONDITIONS

Introducing a proprietary composite index, designed to provide
our clients with insights into liquidity conditions around the world.

COMPOSITE LIQUIDITY INDEX
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quitiesFirst is pleased to present

the EquitiesFirst Liquidity Pulse,

a new proprietary composite

index that reflects the cost and
availability of bank credit, and is designed
to provide our clients with insights into
liquidity conditions around the world.
The index a purely indicative editorial
feature: it has no connection to any
EquitiesFirst product, it is not tradable,
nor is it a benchmark of any kind. The
inputs to the index are a mix of lending
and market indicators, as described in
more detail below.

In this article, we provide an overview

of the index, as well as commentary

on the period that it covers. And while
the available data does not yet cover the
recent period of tariff-driven volatility, the
Index clearly reflects periods of differing
lending conditions in the past, as well

as demonstrating that conditions have
now plateaued after a post-pandemic

rise. In addition, we show that the
market indicator components of the
index are currently experiencing their
most challenged period yet.

COMPOSITION

The EquitiesFirst Liquidity Pulse
composite index is made up of a selection
of market and lending indicators, with the
index providing a composite snapshot of
financing conditions based on the availability
of, and cost of, credit.

Reflecting the cost of credit and market
conditions are the 10-year US Treasury
yield, the Federal Reserve’s Broad Dollar
Index, and the CBOE Volatility Index (VIX).
Despite the turmoil of recent months,

US Treasury yields still underpin global
lending markets, and so serve in our
index as a proxy for the underlying cost
of borrowing.

The Broad Dollar Index is a trade-weighted
measure of dollar strength against a basket
of other currencies. The VIX, meanwhile,
being a measure of expected equity market
volatility, acts as a proxy for broad market
conditions and sentiment — and is frequently
among the market indicators to react
quickest in a crisis.

To reflect the availability of lending, we
take measures of outstanding lending
across some of the economies that are
of particular importance to us and our
clients. Today the index includes lending
in the UK, the euro area, Singapore, Hong
Kong, Japan, and China, although more
economies could be added in future.

The three market indicators — 10-year
yields, the dollar index, and the VIX - all
rise when financial conditions tighten,
which is when credit typically becomes
scarcer and more expensive. Treasury
yields rise to reflect rising interest rates,
which in turn can reflect actual or feared
inflation. Yields also rise when demand
for Treasuries is poor, something that is
itself often a cause for concern.
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The VIX reflects expected equity market
volatility, as derived from the price of S&P
500 index options for the next 30 days.

It thus measures investors’ fear of future
turmoil. A rise in the Broad Dollar Index,
meanwhile, indicates tighter global
financial conditions, in particular for those
emerging market economies that have
considerable dollar-denominated debt.

In order to correctly reflect the behaviour
of these three series, we invert them
before adding them to the index, so that
they directionally match the measures of
outstanding lending, which naturally rise
when conditions loosen. Data for nearly
all the indicators is reported monthly.

For data that is reported quarterly, we
forward-fill for the rest of the period using
the most recent datapoint, until the next
period is reported. At the time of writing,
the data runs through March 2025.

CALCULATION

The period tracked by the Liquidity Pulse
starts from January 2006, a decision that

is in part a function of the availability of the
various data series, but also to allow us to
capture the important credit growth period
in the lead-up to the global financial crisis
in 2008.

The various indicators are converted into
index components by z-score normalisation
- a standard statistical technigue that
uses the mean and the standard deviation
of each dataset to convert each monthly
value into a number that represents that
value’s distance from the long-term
average, either above or below.

This means that, unlike with a typical
equity market index, there is no nominal
starting value for the Liquidity Pulse. This
is because at any point in time, the index
is designed to reflect lending conditions
relative to the long-term average for the
whole period. The zero line reflects that
long-term average, with negative and
positive index values representing
conditions that are respectively tighter
or looser than the average.

Additionally, the movement of the
composite index line itself reflects
movements towards or away from
that average. A falling line in positive
territory, for example, indicates a
tightening of conditions that are still
broadly looser than average. And
because the long-term average is
recalculated when each new set of
data is added, the index values are
dynamic, with the entire index curve
shifting every month to reflect the
effect of the latest data on the long-
term average.

Finally, the component parts of the
index are equal-weighted rather than
by GDP or any other factor. This was
done to ensure the ability of the index
to respond meaningfully to changes in
conditions in smaller economies and
to avoid an overwhelming bias toward
two or three indicators originating from
the biggest markets.
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COMMENTARY

The path of the EquitiesFirst Liquidity
Pulse index so far broadly reflects
two distinct loosening periods, two
sharp crises, and two additional
periods where conditions tightened,
albeit less dramatically.

The two years leading up to the
explosion of the global financial crisis
in September 2008 were marked by
strong credit growth, a weaker dollar,
and relatively lower volatility. There

is a period of slower growth after

the crisis, followed by a period of
worsening conditions, before another
climb towards the end of the 2010s.
The last year has trended down slightly.

Two downward spikes can be clearly
seen. The first reflects the sudden

and violent increase in equity market
volatility in 2008, which was also
accompanied by relative dollar strength
as the ramifications of the crisis spread
across the world.

The second spike, of roughly the

same magnitude in the Liquidity Pulse,
marks the onset of the Covid-19
pandemic in early 2020, with volatility
again moving sharply.

After an initial shock to markets, both
crises were characterised by surges
in liquidity as governments mobilised
to keep credit flowing, often through
dramatic interventions and rate cuts.
The period of easy money and growth
of credit during the two years after
the start of the pandemic is especially
visible in the chart.

One notable observation can be made
from the plot of a composite of just the
three market indicators, overlaid onto
the overall Liquidity Pulse (Chart 2).
The long period of better-than-average
conditions is evident, but more striking
still is the sharp downturn in 2022. In
fact there has been no period in our chart
where the market indicators have been
so far below the average for as long as
they have been in the last three years.
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These are the kinds of conditions
when alternative sources of credit

can prove useful, as conditions tighten
in traditional bank lending markets,
both in terms of availability and cost.
Securities-backed financing offers
another avenue for asset owners to
tap, and one that can be particularly
useful if anticipating a bout of
increased equity market volatility.

It remains to be seen to what

extent the market indicators trend

of recent years is a leading indicator
of a downturn in the overall Liquidity
Pulse index. But what can already be
observed is a plateauing of the index,
which has stayed broadly level since
the initial pandemic surge. The

index currently ends at March 2025,
meaning that the tariff-induced trade
war and its associated volatility is not
yet reflected. The coming months will
reveal their effects.

About Liquidity Pulse

Liquidity Pulse is a proprietary composite index that
tracks global credit and liquidity conditions across

a selection of major economies, drawing on both
market-based signals and central bank-reported lending
data. Itis a purely indicative editorial feature: it has
no connection to any EquitiesFirst product, it is not
tradable, nor is it a benchmark of any kind.The index
runs from January 2006. Market indicators are the US
10-year Treasury yield, the CBOE Volatility Index (VIX),
and the Broad Dollar Index, each of which is inverted
Lending data is taken from central banks in six
economies: UK (M4 lending), euro area (loans to
non-financial corporations), Singapore (commercial
bank lending by industry), Hong Kong (loans and
advances by licensed banks), Japan (loans and
discounts, total of major and regional banks), and
China (total loans). Each data series is standardised
using z-score normalisation, with index values
reflecting deviations from average for whole time
period. All indicators are weighted equally.
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KEY MARKET AND
CAPITAL TRENDS

EquitiesFirst monitors critical market and industry trends relevant
to our clients, providing timely and actionable insights each month.

BUILDING THE DIGITAL
INFRASTRUCTURE FOR
AN AI-READY ASIA

Amid considerable uncertainty over the future of

global trade, investing in Asia’s digital infrastructure

is emerging as a long-term asset play that offers
protection from inflation and less exposure to
international policy surprises. Increased demand

for digital services by Asia’s growing middle class is
already leading to the build-out of digital infrastructure
attracting some of the world’s biggest tech companies.

READ THE FULL ARTICLE HERE ——

THE ROBOTS ARE COMING. BUT
WILL THEY COME FROM CHINA?

As the frenzy around artificial intelligence gives way

to the search for commercial applications, robots

are once again capturing investors’ attention. China
appears to be leading the charge, with humanoid

robots making headlines and specialized service robots
gaining real-world traction. Though the industry faces
challenges around precision and safety, powerful factors
like automation demand and demographic shifts will
fuel further innovation.

READ THE FULL ARTICLEHERE ——

IS AUSTRALIA'S ENERGY
TRANSITION ABOUT TO
GO NUCLEAR?

The global energy transition is driving increased
demand for critical minerals, with uranium emerging

as a key beneficiary. As nuclear energy adoption grows,
uranium is seeing stronger and more stable demand,
making nuclear-themed stocks an attractive option

for investors. Australia, home to 33% of the world’s
uranium resources, plays a critical role in this dynamic.

READ THE FULL ARTICLE HERE ——



https://equitiesfirst.com/int/articles/is-australias-energy-transition-about-to-go-nuclear/
https://equitiesfirst.com/int/articles/building-the-digital-infrastructure-for-an-ai-ready-asia/
https://equitiesfirst.com/int/articles/the-robots-are-coming-but-will-they-come-from-china/
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HOW INDIA-UAE CONNECTIVITY
CAN DRIVE GROWTH IN A
DEGLOBALIZING WORLD

While global stock markets are shaken by discussions

of tariffs and trade wars, one promising trend is the
deepening economic ties between India and the UAE.
Capital, investment, and the flow of people, has increased
significantly in the past several years between these

two countries, resulting in greater numbers of deals and
investments. Growth-focused investors who want access
to this trend will need to manage their exposure carefully
in order to navigate the current volatility in Indian markets,
and FX risks with the Indian rupee.

READ THE FULL ARTICLE HERE ——

TIME TO LET PRIVATE CREDIT
FUND PUBLIC GROWTH

As the UK grapples with sluggish growth and rising debt
costs, traditional policy solutions may not be enough to
kickstart the economy. With tariffs adding pressure and
inflation keeping rates high, promoting better access to

credit from all sources will be a critical part of the solution.

Private credit, including alternative lending backed by
real assets and other forms of collateral, could hold the
key to unlocking the growth Britain desperately needs.

This article was first published in the Opinion section of UK magazine
Investment Week.

READ THE FULL ARTICLE HERE ——

DESPITE NEW US TARIFFS, JAPAN

REMAINS KEY FOR EAST-WEST
HIGH-TECH SUPPLY CHAINS

Growing US-Japan tech cooperation could prove

to be a refuge from a global trade war, as these two
countries still have a highly symbiotic relationship in
technology trade. Japan remains key for East-West
high-tech supply chains and there are big opportunities
for long-term value creation for the most enterprising
Japanese firms in this sector. Navigating this shift

in North Asia’s economic development will have big
implications for wealth creation.

READ THE FULL ARTICLE HERE ——



https://equitiesfirst.com/int/articles/how-india-uae-connectivity-can-drive-growth-in-a-deglobalizing-world/
https://equitiesfirst.com/int/articles/despite-new-us-tariffs-japan-remains-key-for-east-west-high-tech-supply-chains/
https://equitiesfirst.com/int/articles/time-to-let-private-credit-fund-public-growth/

e —
DISCLAIMER

Past performance does not guarantee future returns, and individual returns are not guaranteed or warranted.

This Document is intended solely for accredited investors, sophisticated investors, professional investors, or otherwise qualified investors, as may be required by law or otherwise, and it is not
intended for, and should not be used by, persons who do not meet the relevant requirements. The content provided herein is for informational purposes only and is general in nature and not
targeted to any specific objective or financial need. The views and opinions expressed in this Document have been prepared by third parties and do not necessarily reflect the views and
opinions of EquitiesFirst. EquitiesFirst has not independently examined or verified the information provided herein, and no representation is made that it is accurate or complete. Opinions and
information herein are subject to change without notice. The content provided does not constitute an offer to sell (or solicitation of an offer to purchase) any securities, investments, or any
financial products (“Offer”). Any such Offer shall only be made through a relevant offering or other documentation which sets forth its material terms and conditions. Nothing contained
in this Document shall constitute a recommendation, solicitation, invitation, inducement, promotion, or offer for the purchase or sale of any investment product by Equities First Holdings, LLC
or its subsidiaries (collectively, “EquitiesFirst”), nor shall this Document be construed in any way as investment, legal, or tax advice, or as a recommendation, reference, or endorsement by
EquitiesFirst. You should seek independent financial advice prior to making an investment decision about a financial product.

This Document contains the intellectual property of EquitiesFirst in the United States and other countries, including, without limitation, their respective logos and other registered and
unregistered trademarks and service marks. EquitiesFirst reserves all rights in and to their intellectual property contained in this Document. The Document should not be distributed,
published, reproduced or otherwise made available in whole or in part by recipients to any other person and, in particular, should not be distributed to persons in any country where such
distribution may lead to a breach of any legal or regulatory requirement.

EquitiesFirst make no representation or warranty with respect to this Document and expressly disclaim any implied warranty under law. You acknowledge that EquitiesFirst is not liable
under any circumstances for any direct, indirect, special, consequential, incidental, or punitive damages whatsoever, including, without limitation, any lost profits or lost opportunity,
even if EquitiesFirst has been advised of the possibility of such damages.

EquitiesFirst makes the following further statements that may be applicable in the stated jurisdiction:
Australia: Equities First Holdings (Australia) Pty Ltd (ACN: 142 644 399) holds an Australian Financial Services Licence (AFSL Number: 387079). All rights reserved.

The information contained on this Document is intended for persons located in Australia only and classified as a Wholesale Client only as defined in Section 761G of the Corporations Act
2001. The distribution of information to persons outside this criteria may be restricted by law and persons who come into possession of it should seek advice and observe any such restriction.

The material contained in this Document is for information purposes only and should not be construed as an offer or solicitation or recommendation to buy or sell financial products.

The information contained in this Document is intended to be general in nature and is not personal financial product advice. Any advice contained in the Document is general advice only and
has been prepared without considering your objectives, financial situation or needs. Before acting on any information, you should consider the appropriateness of the information provided
and the nature of the relevant financial product having regard to your objectives, financial situation and needs. You should seek independent financial advice and read the relevant disclosure
statements or other offer documents prior to making an investment decision about a financial product.

Dubai: Equities First Holdings Hong Kong Ltd (DIFC Representative Office) at Gate Precinct Building 4, 6th Floor, Office 7, Dubai International Financial Centre (commercial license number
CL7354) is regulated by the Dubai Financial Services Authority (‘DFSA”) as a Representative Office (DFSA Firm Reference No.: F008752). All rights reserved.

The information contained in this document is intended to be general in nature, and, to the extent that it is perceived as advice, any advice contained in this document is general advice only
and has been prepared without considering your objectives, financial situation, suitability of the financial products or your needs.

The material contained in this document is for information purposes only and should not be construed as financial advice, including an offer or solicitation or recommendation to buy or sell
financial products. The information contained in this document is intended to be general in nature and any advice contained in this document is general advice only and has been prepared
without considering your objectives, financial situation, suitability of the financial products or your needs. Before acting on any information, you should consider the appropriateness of the
information provided and the nature of the relevant financial product having regard to your objectives, financial situation and needs. If you do not understand the contents of this document,
you should consult an authorised financial adviser.

This document relates to a financial product which is not subject to any form of regulation or approval by the DFSA. The DFSA has no responsibility for reviewing or verifying any documents
in connection with this financial product. Accordingly, the DFSA has not approved this document or any other associated documents nor taken any steps to verify the information set out in this
document, and has no responsibility for it.

Hong Kong: Equities First Holdings Hong Kong Limited is licensed under the Money Lenders Ordinance (Money Lender’s Licence No. 1659/2024) and to carry on the business of dealing
in securities (Type 1 licence) under the Securities and Futures Ordinance (“SF0”) (CE No. BFJ407). This Document has not been reviewed by the Hong Kong Securities and Futures
Commission. It is not intended as an offer to sell securities or a solicitation to buy any product managed or provided by Equities First Holdings Hong Kong Limited and is only intended for
persons who qualify as Professional Investors under the SFO. This document is not directed to individuals or organizations for whom such offers or invitations would be unlawful or prohibited.

Korea: The foregoing is intended solely for sophisticated investors, professional investors or otherwise qualified investors who have sufficient knowledge and experience in entering into
securities financing transactions. Itis not intended for, and should not be used by, persons who do not meet those criteria.

United Kingdom: Equities First (London) Limited is authorised and regulated in the UK by the Financial Conduct Authority (“FCA”). In the UK, this Document is only being distributed and
made available to persons of the kind described in Article 19(5) (investment professionals) and Article 49(2) (high net worth companies, unincorporated associations etc.) of Part IV of
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 ("FPO”) and any investment activity to which this presentation relates is only available to, and will only be
engaged in with, such persons. Persons who do not have professional experience in matters relating to investment or who are not persons to whom Article 49 of the FPO applies should
not rely on this document. This Document is only prepared for and available to persons who qualify as Professional Investors under the Markets in Financial Instruments Directive.
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