
Trump’s Induced Market Rally Already Over?

As we commented last month, with Bitcoin and 
Cryptos the exception, the Trump-induced boost 
to US small caps, domestically exposed companies, 
energy, banks, and the US Dollar, appeared already 
to diminish, if not wane.

President-elect Trump still has over a month to go 
before taking over, yet he is already acting as if he is 
in charge of the economy and politics, both interna-
tional and domestic.

Some of his appointments, such as vaccine skeptic 
RF Kennedy roiled the healthcare sector, while the 
appointment of Bessent to the US Treasury calmed 
the bond market. 

The appointment of the duo Elon Musk & Vivek 
Ramaswamy to the newly created Department of 
Government Efficiency (DOGE), sent defense 
stocks plunging. Trump has said he will not touch 
entitlements, the core of mandatory spending and 
two-thirds of the budget. Discretionary spending 
is largely defense, and Musk has been very vocal 
when criticizing the F35 fi ghter jet program or the 
US postal service. As a result, an index of govern-
ment contractors lost 7% since after the election, 
whilst an index of US defense companies, sponsored 
by Goldman Sachs, lost 10%. 

What happened to the two darlings of deregulation, 
energy (Drill Baby Drill) and banks?

Since the election, the energy sector is down over 
3%, led lower by companies such as Exxon Mobil, 
down over 8%. Large and regional banks are still up 
8% to 10% since early November, however they 
have since corrected 6 to 7% from the peak.
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As pointed out earlier, frenzied speculation conti-
nued in the crypto space. The Bitcoin continued its 
surge, crossed the 100’000 USD mark, and is now 
up 55% since the election. Similarly, fl ows towards 
levered exchange traded funds accelerated. 

The popularity and enthusiasm in levered single 
stock ETFs, such as on crypto-exposed MicroS-
trategy, also surged, leading to liquidity issues for 
its managers, which in turn provided further fuel to 
the stock’s rally. The managers of two of these leve-
red ETF, T-rex and Defi ance - that, combined, have 
a market cap of USD 5 billion - resolved to purchase 
outright options in the regular market, due to the 
lack of counterparties for the necessary swaps on 
the underlying.

Is the 6.2-million-dollar price tag for a banana taped 
on the wall part of this frenzied speculation? We do 
not know.

What we do know is the handsome return on invest-
ment for Elon Musk. Mr Musk spent an estimated 
280 million dollars to help Trump in his reelection 
bid. Whether justifi ed or not, the value of Tesla went 
from 800 billion to 1.5 trillion since the election. 
Then there is also the surge in value of his SpaceX, 
which also increased since a fan and private astro-
naut of his company was designated to lead the US 
space agency NASA.

Going back to our initial comment about the waning 
Trump-induced rally, for a few weeks now the market 
has been led higher by the usual group of the Magni-
fi cent 7 (or maybe we should call them Magnifi cent 
6 plus Broadcom). Broadcom, the latest company to 
cross the 1-trillion valuation line, post its quarterly 
results, appears to have at least partially supplanted 
Nvidia as the AI-darling by investors. In contrast, 
Nvidia has lost over 10% from its peak.
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Europe, over the same timeframe, apart from the 
politically plagued and China exposed French market, 
has outperformed the US (without the mega caps) 
by 4.5 to 7%: the S&P 493 (The S&P 500 - minus 
the magnificent 7) over the last 4 weeks has indeed 
returned 0%, while the much-hyped US small caps 
have returned just 0.8%.

Gold, who took a punch in the nose following Tru-
mp’s election, losing 6.5%, (and was likely at least 
partially the source of cash for equity and crypto 
investments), regained some ground and stabilized 
around the 2,650 level.

As for crude oil, it continues to be trapped between 
supply & demand dynamics, which are negative, and 
the geo-political issues in the Middle East, that seem 
to grow more uncertain by the day, with the recent 
collapse of the Syrian regime.

Strategy

In terms of asset allocation, and as discussed last 
month, (see Strategy paragraph in our November 
publication), we are proceeding these days to move 
some of our equity allocation from the Eurozone to 
the ‘rest’ of the US, (i.e. ex the mega caps). As expec-
ted, and highlighted above, the markets over the last 
four weeks have moved back in our favor, and we 
think now is the right time to implement the switch. 
The overall exposure to equities will not change.

Equity

We keep an overweight in Eurozone equities versus 
the US broader market, while being neutral in the 
technology sector.

Fixed income

We continue to favor exposure to credit versus dura-
tion. We have exposure to investment grade credit, 
European high yield, hybrids, financials’ subordinated 
debt, US municipal infrastructure and Asian hard cur-
rency debt.

Foreign Exchange

The Japanese YEN exposure is mostly hedged, and 
we maintain a 5% exposure to the US Dollar

Gold

We continue to keep our allocation to Gold at about 
5%: whilst it doesn’t provide any yield, it continues to 
be a good diversifier in a multi-asset portfolio. This 
year it is the best relative contributor to the port-
folios.

Conclusion

The perspective of lower rates going forward and 
continuing disinflationary trends are supportive for 
equity markets, fixed income, and thus a balanced 
portfolio.
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Overall Exposure

We are now Neutral Equities, and Neutral Fixed 
Income, with a Gold position, partially USD and JPY 
hedged. 

Equity: Neutral

We have an Overweight to the Eurozone and an 
Underweight in US equities, Slight Underweight US 
technology, Overweight Nasdaq 100 equal weight, 
Neutral UK, Neutral Japan, Overweight Asia ex 
Japan.

Thematic Equities

European Family Holdings, Asian Technology, Health 
Improving Technologies and Services, European 
Champions.

Fixed Income: Neutral

Long 1 to 3 years US Treasury Notes. Long 20+ years 
US Treasuries, Underweight Sovereigns. Overweight 
Investment Grade EUR and USD Bonds. Overweight 
High Yield in EUR and Underweight in USD. 

Thematic Fixed Income
Long US Municipal Infrastructure Bonds, Long 
Hybrids, Long Subordinated Financial Credit & Long 
Asian Bonds in hard currency.

Currencies: Portfolios have a 5 % USD exposure.

Commodities: Overweight

Long Gold.
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This document has been prepared by Sunline Wealth Management. It is not intended for distribution, publication, or use in any jurisdiction where such 
distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document.

This document is provided for information purposes only and does not constitute an offer or a recommendation to purchase or sell any security. It contains 
the opinions of Sunline Wealth Management, as at the date of issue. These opinions do not take into account individual investor circumstances, ob-
jectives, or needs. No representation is made that any investment or strategy is suitable or appropriate to individual circumstances or that any 
investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own independent decisions regarding 
any securities or financial instruments mentioned herein. Before entering into any transaction, an investor should consider carefully the suitability of 
a transaction to his/her particular circumstances and, where necessary, obtain independent professional advice in respect of risks, as well as any legal, 
regulatory, credit, tax, and accounting consequences.

The information and analysis contained herein are based on sources believed to be reliable. However, Sunline Wealth Management does not guarantee 
the timeliness, accuracy, or completeness of the information contained in this document, nor does it accept any liability for any loss or damage  
resulting from its use. All information and opinions as well as the prices indicated may change without notice. This document may contain articles from 
other financial sources. These sources are always mentioned when included.

Past performance is no guarantee of current or future returns, and the investor may receive back less than he invested. The value of any investment in a 
currency other than the base currency of a portfolio is subject to foreign exchange rate risk. These rates may fluctuate and adversely affect the value of 
the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject to supply and demand. 
Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting in price volatility and 
making it difficult to obtain a price to dispose of the asset.

This document has been issued in Singapore by Sunline Wealth Management Neither this document nor any copy thereof may be sent, taken into, or 
distributed in the United States or given to any US person.
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