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SHIFT TOWARD EMERGING MARKETS   •   WATCHING GEOPOLITICAL SITUATION  

As Q2 draws to a close, we see progress toward resolution of the uncertainties of this administration’s agenda for its first 
100 days. Following a “placeholder” trade deal with the UK, the administration has said it is now focused on Saudi Arabia, 
Qatar, the UAE, Japan, South Korea, and Australia. Understanding the potential outcomes of unilateral trade negotiations 
will take longer than new tax legislation, which Congressional Republicans hope to have on President Trump’s desk 
before the 4th of July. We do note that some provisions in the working draft of that bill are punitive to global operators, 
especially European-domiciled companies with U.S. revenue exposure.  

Earlier this year, we increased exposure to international equities with a preference for Developed Markets over Emerging 
Markets. We continue to believe that benchmark exposure to non-U.S. shares will also move higher over the next several 
years but recent trade policy developments seem to favor Emerging Market economies over Developed.  With this writing 
we are shifting the emphasis of our international exposure likewise, leaving us Overweight Emerging Markets and Neutral 
(vs. the benchmark) on Developed Markets (although we still have greater absolute exposure to Emerging Markets). 

Heightened instability in the Middle East caused by the 
recent escalation between Israel and Iran (now with U.S. 
involvement) prompted a spike in both crude oil prices and 
the VIX index (volatility gauge) and has brought no 
shortage of concerned calls from clients. We are following 
developments on the geopolitical stage, but for the 
moment investors seem to be choosing to remain 
optimistic that lasting de-escalation is a realistic 
possibility.  

The outlook for corporate profits appears to be 
normalizing. In addition to estimates for Q2 coming lower, 
downward revisions for the second half of the year have 
accelerated compared to the mid-cycle baseline. 
Operating profitability has stabilized, typical of a late-cycle 
environment, and 2026 guidance will be a key driver 
coming out of Q3 earnings season. For the time being, 
growth expectations remain above levels that have 
historically preceded recessions.    
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IG Corporates consists of 26% Long-Term Corporates and 5% 
Short-Term Corporates. Strategas currently has a 3% 
allocation to Cash compared to a benchmark weight of 2%, as 
well as a 5% allocation to Alternatives (2.5% to Gold and 2.5% 
to Commodities). 

Due to rounding, 

percentages on this page 

may not add up to 100 
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Index definitions: 

The MSCI All Country World Index tracks broad global equity-market performance. Maintained by Morgan Stanley Capital 
International, the index is composed of the stocks of about 3,000 companies from 23 developed countries and 26 emerging markets.  

Bloomberg Barclays U.S. Aggregate Bond Index is a broad, market-capitalization-weighted index representing intermediate term, 
investment grade bonds trade in the U.S. Investors frequently use it as a stand-in for the U.S. bond market. In order to be included in 
the index, bonds must be of investment grade or higher, have an outstanding par value of at least $100 million and have at least one 
year until maturity. The index is maintained by Bloomberg LP. 

 

APPENDIX – IMPORTANT DISCLOSURES 

Past performance is not indicative of future results. This communication was prepared by Strategas Securities, LLC (“we” 

or “us”). Recipients of this communication may not distribute it to others without our express prior consent. This 

communication is provided for informational purposes only and is not an offer, recommendation or solicitation to buy or 

sell any security. Unless otherwise cited, market and economic statistics come from data providers Bloomberg and 

FactSet. This communication does not constitute, nor should it be regarded as, investment research or a research report 

or securities recommendation and it does not provide information reasonably sufficient upon which to base an investment 

decision. This is not a complete analysis of every material fact regarding any company, industry or security. Additional 

analysis would be required to make an investment decision. This communication is not based on the investment 

objectives, strategies, goals, financial circumstances, needs or risk tolerance of any particular client and is not presented 

as suitable to any other particular client. Investment involves risk. You should review the prospectus or other offering 

materials for an investment before you invest. You should also consult with your financial advisor to assist you with your 

analysis, risk evaluation, and decision-making regarding any investment.  

 

The performance and other information presented in this communication is not indicative of future results. The information 

in this communication has been obtained from sources we consider to be reliable, but we cannot guarantee its accuracy. 

The information is current only as of the date of this communication and we do not undertake to update or revise such 

information following such date. To the extent that any securities or their issuers are included in this communication, we 

do not undertake to provide any information about such securities or their issuers in the future. We do not follow, cover 

or provide any fundamental or technical analyses, investment ratings, price targets, financial models or other guidance 

on any particular securities or companies. Further, to the extent that any securities or their issuers are included in this 

communication, each person responsible for the content included in this communication certifies that any views 

expressed with respect to such securities or their issuers accurately reflect his or her personal views about the same 

and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations 

or views contained in this communication. This communication is provided on a “where is, as is” basis, and we expressly 

disclaim any liability for any losses or other consequences of any person’s use of or reliance on the information contained 

in this communication. 

 

Strategas Securities, LLC is affiliated with Robert W. Baird & Co. Incorporated (“Baird”), a broker-dealer and FINRA 

member firm, although the two firms conduct separate and distinct businesses. A complete listing of all applicable 

disclosures pertaining to Baird with respect to any individual companies mentioned in this communication can be 

accessed at http://www.rwbaird.com/research-insights/research/coverage/third-party-research-disclosures.aspx. You 

can also call 1-800-792-2473 or write: Baird PWM Research & Analytics, 777 East Wisconsin Avenue, Milwaukee, WI 

53202. 

 

https://en.wikipedia.org/wiki/Bond_credit_rating
https://en.wikipedia.org/wiki/Par_value
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