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Beginning of the End?
The more than four-decade bull market for bonds, supported by 
low inflation and declining rates, that provided a tailwind of price 
appreciation on top of income, may finally be coming to an end. 
For bond investors, this is a particularly precarious time given 
heightened rate sensitivity through extended duration levels and still 
low yields, providing little income to offset capital losses as rates rise. 
For the US Federal Reserve, which had enjoyed the luxury of acting 
aggressively when needed amid multiple crises while not stoking 
inflation, the tables have turned. Now due to exogenous factors 
impacting supply—the pandemic and the conflict in Ukraine—inflation 
has spiked higher, forcing the Fed into a battle that it hasn’t had to 
fight in decades. The market seems to agree that the Fed will remain 
steadfast, for now, in its battle against inflation over the course of the 
year. However, the market is saying the Fed could be lowering rates 
as soon as the end of next year, meaning bonds may not be out of 
favor for long.

History Lessons
While the world has been battling to overcome the impacts of a 
global pandemic not seen in decades, we now face new, heightened 
challenges that may similarly have precedence with other periods in 
history. While coronavirus variants have extended supply chain issues 
and stoked higher inflation, expectations just a few months ago were 
that these issues would be transient. Unfortunately, the invasion of 
Ukraine in Europe, the likes not seen since the start of World War II 
in 1939, have exacerbated inflation risks and economic uncertainty. 
The narrative today has quickly turned to fears of “stagflation” with 
comparisons being made to the oil embargo of 1973 in the US that 
served as a catalyst for runaway inflation, unprecedented rate hikes 
and a recession. While the world is very different today and some of 
the challenges are distinct, history can repeat itself. So while stagflation 
is not our base case, the potential for tail risk events is heightened and 
warrants caution.

§ Geopolitical risks and lingering pandemic impacts are weighing on global economic growth expectations while putting upward pressure on
already elevated inflation.

§ Despite moderating growth expectations, developed market central banks are expected to advance tightening policies to fend off decades-
high inflation, with the US Federal Reserve leading with the most aggressive plans. The European Central Bank signaled an accelerated
timeline to ending asset purchases and beginning rate hikes, while the Bank of Japan remains steadfast to policy, taking recent action to keep
rates anchored.

§ Emerging market central banks remain biased towards tightening to fend off inflation and defend currencies, while China policy continues
moving in the opposite direction to stimulate growth.

§ Key risks to global markets include escalating geopolitical concerns, persistent inflation near already high levels, central bank missteps and the
impact of a COVID-19 outbreak in China on global growth and supply chains.
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Positives Negatives

United 
States

	■ Strong corporate and consumer balance sheets 
	■ Pent-up demand for services and capex

	■ Significantly elevated inflation
	■ Fed tightening at a rapid pace
	■ Supply chain issues constraining economic activity
	■ Elevated stock valuations

Europe 	■ Fiscal stimulus increasing
	■ Equity valuations attractive relative to the US

	■ Russia-Ukraine conflict likely to continue to exacerbate 
energy shortages 

	■ Industrial production dampened by supply chain 
challenges and energy shortages

	■ Limited long-term catalysts for earnings growth 
	■ US dollar strength likely to remain a headwind

Japan 	■ Local stock markets continue to be attractive due 
to favorable relative valuation and healthy earning 
expectations.

	■ Domestic fiscal support and easy monetary policy should 
prolong the economic recovery.

	■ A weak Japanese Yen may offset the negative impact of 
oil prices for the exporting sector.

	■ Leading economic indicators continue to be weak due 
to supply shortages and rising input prices. 

	■ The Japanese Yen is reaching levels that may prove a 
headwind to domestic activity.

	■ Inflationary pressures may be under appreciated due 
to rising commodity prices, a weak Japanese Yen, 
communication costs increases and hopeful wage 
negotiations.

Emerging 
Markets

	■ Affirmation of China GDP growth targets suggests more 
supportive policy environment

	■ Equity valuations attractive relative to the US

	■ COVID-19 outbreak in Asia weighing on economic 
activity

	■ Chinese regulatory actions have impacted investor 
confidence

	■ Global trade remains impacted by supply chain issues, 
geopolitical uncertainty and COVID-19 restrictions

	■ Central bank accommodation is fading

China 	■ Policy makers will have to implement larger stimulus 
measures to hit their set growth target.

	■ Depressed sentiment and positioning make Chinese 
stocks an interesting contrarian, medium term investment, 
amidst appealing valuation. 

	■ Issues around the property sector, the foreign listing of 
stocks, regulatory uncertainties and geopolitical risks 
have all been identified and will likely be addressed in the 
near future. 

	■ The COVID outbreaks are challenging the Dynamic 
Clearance policy, severely impacting mobility indicators.

	■ Investors and consumers alike are waiting for more 
actions and fewer talks to re-ignite local sentiment and 
risk appetite.

	■ Earnings momentum hasn’t yet bottomed given the 
uncertain environment.

REGIONAL BACKDROP As of 31 March 2022

As of 31 March 2022
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	§ While valuations are off recent peaks, we remain underweight equities given a moderating growth and earnings outlook amid an active 
Fed and lingering inflation concerns. Within fixed income, we remain overweight cash.

	§ Within equities, we added to real assets-related equities from global equities to provide a hedge should inflationary pressures persist 
longer than expected given heightened uncertainty.

	§ Within fixed income, we moderated our underweight to long-term US Treasuries following recent moves higher in rates to provide 
portfolio ballast in a risk-off scenario.

	§ We continue to favor shorter-duration and higher-yielding sectors through overweights to short-term TIPS, floating rate loans and high 
yield bonds supported by our still supportive outlook on fundamentals while keeping a cautious eye on liquidity amid higher volatility.

PORTFOLIO POSITIONING4
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ASSET ALLOCATION POSITIONING As of 31 March 20225

Equities

Bonds

Valuations o� recent peaks but remain vulnerable to further rerating amid Fed tightening 
policy, potential for economic weakness and lingering in�ation concerns.

Rates biased higher amid central bank tightening and elevated in�ation. Further upside 
may be limited on growth outlook favoring short duration. Credit fundamentals 
supportive but could remain volatile.

Elevated valuations are o� recent peaks but remain challenged by Fed tightening, 
persistent in�ation and geopolitical risks. Growth orientation of the US market makes it 
more susceptible should rates rise further.

Valuations are attractive, but the Russia-Ukraine con�ict poses a signi�cant risk, due to 
rising energy costs and the impact of �nancial sanctions.

Small-cap stocks o�er attractive relative valuations and still strong earnings growth. 
However, elevated input costs, wage pressures, and heightened market volatility could 
challenge performance. Higher quality bias is warranted.

Value stocks remain attractive but are facing weaker cyclical tailwinds and higher 
geopolitical risks. While growth stocks’ valuations have become less challenging, they 
will continue to be pressured by potentially rising rates and slowing earnings.

Shorter rates to move higher with central bank tightening as longer rates balance the 
impact of high but slowing growth, sticky in�ation, and geopolitical con�ict. Ukraine 
con�ict has created growth concerns which  may weigh on rates. USD supported by Fed 
tightening and safe haven trade.   

Real assets o�er an attractive hedge against rising in�ation. Commodity valuations are 
elevated, but supply shortages are likely to endure over the near to medium term. Real 
estate remains attractive in the context of rising wages but could be somewhat 
vulnerable to rising rates.

Credit fundamentals remain strong, default risk remains low and elevated commodity 
prices remain supportive. However, spread volatility is expected to continue due to 
geopolitical, in�ationary and growth concerns.

TIPS should o�er a hedge if geopolitical risks and supply chain issues persist and Fed 
tightening fails to bring in�ation down.

Attractive valuations, recent �scal stimulus, supportive monetary policy and improving 
corporate governance should provide tailwinds. Japanese Yen weakness has been a 
headwind to performance but may stabilize from here.

Regions

U.S.

Europe

Japan

China

Emerging Markets (EM)
ex-China

Style & Market Capitalization

More stimulus policies expected to support the ambitious GDP growth target; valuation 
remains attractive.

Escalation of the Russia-Ukraine con�ict adds in�ationary pressure on food and energy 
price, while the re-opening thesis still holds.

Pent-up demand, particularly in leisure and travel, provides short-term tailwind as most 
Asian countries relaxing border controls and social distancing measures. In�ation less of 
a concern compared to other regions. 

Relatively solid �scal and external bu�ers in a period of tighter �nancial conditions 
compared to the rest of EM. In China signs of further easing continue to gather pace 
against the headwinds of still weak housing markets and potential spread of Omicron.

Asia ex-Japan

U.S. Small vs. Large-Cap1

Global Growth vs. Value1

Real Assets Equities

Global 
Investment Grade (IG)

Global High Yield

Asia Credit

In�ation-Linked

Underweight Overweight
Neutral
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These views are informed by a subjective assessment of the relative attractiveness 
of asset classes and subclasses over a 6- to 18-month horizon.

 or  Month-Over-Month Change

1 For pairwise decisions in style & market capitalization, positioning within boxes represent positioning in the first mentioned asset class relative to the second asset class.
The asset classes across the equity and fixed income markets shown are represented in our Multi-Asset portfolios. Certain style & market capitalization asset classes are represented as 
pairwise decisions as part of our tactical asset allocation framework.
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Important Information
Any specific securities identified and described are for informational purposes only and do not represent recommendations.

This material is being furnished for general informational purposes only. The material does not constitute or undertake to give advice of any nature, including fiduciary investment 
advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent legal, financial and tax advice before 
making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products 
and services. Past performance is not a reliable indicator of future performance. The value of an investment and any income from it can go down as well as up. Investors may get 
back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to conduct any 
particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy or 
completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject to change without notice; these 
views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be copied or redistributed 
without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon specific 
request.  

It is not intended for distribution to retail investors in any jurisdiction.

Australia—Issued in Australia by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, Suite 50B, Sydney, NSW 
2000, Australia. For Wholesale Clients only.

Brunei—This material can only be delivered to certain specific institutional investors for informational purpose upon request only. The strategy and/or any products associated with the 
strategy has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.

Mainland China —This material is provided to specific qualified domestic institutional investor or sovereign wealth fund on a one-on-one basis. No invitation to offer, or offer for, or sale 
of, the shares will be made in the mainland of the People’s Republic of China (“Mainland China”, not including the Hong Kong or Macau Special Administrative Regions or Taiwan) or by 
any means that would be deemed public under the laws of the Mainland China. The information relating to the strategy contained in this material has not been submitted to or approved 
by the China Securities Regulatory Commission or any other relevant governmental authority in the Mainland China. The strategy and/or any product associated with the strategy may 
only be offered or sold to investors in the Mainland China that are expressly authorized under the laws and regulations of the Mainland China to buy and sell securities denominated in a 
currency other than the Renminbi (or RMB), which is the official currency of the Mainland China. Potential investors who are resident in the Mainland China are responsible for obtaining 
the required approvals from all relevant government authorities in the Mainland China, including, but not limited to, the State Administration of Foreign Exchange, before purchasing the 
shares. This document further does not constitute any securities or investment advice to citizens of the Mainland China, or nationals with permanent residence in the Mainland China, or to 
any corporation, partnership, or other entity incorporated or established in the Mainland China.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong Limited is licensed and 
regulated by the Securities & Futures Commission. For Professional Investors only.

Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no circumstances should the 
material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No distribution of this material to members of the public 
in any jurisdiction is permitted.

Korea—This material is intended only to Qualified Professional Investors upon specific and unsolicited request and may not be reproduced in whole or in part nor can they be transmitted 
to any other person in the Republic of Korea.

Malaysia—This material can only be delivered to specific institutional investor upon specific and unsolicited request. The strategy and/or any products associated with the strategy has 
not been authorised for distribution in Malaysia. This material is solely for institutional use and for informational purposes only. This material does not provide investment advice or an 
offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into, an agreement for or with a view to acquiring, disposing of, subscribing for 
or underwriting securities. Nothing in this material shall be considered a making available of, solicitation to buy, an offering for subscription or purchase or an invitation to subscribe for or 
purchase any securities, or any other product or service, to any person in any jurisdiction where such offer, solicitation, purchase or sale would be unlawful under the laws of Malaysia. 

New Zealand—Issued in New Zealand by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, Suite 50B, Sydney, 
NSW 2000, Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New Zealand, nor may any offering 
document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is no contravention of the Financial Markets 
Conduct Act 2013.

Philippines—THE STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING OFFERED OR SOLD HEREIN HAVE NOT BEEN REGISTERED WITH THE 
SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY AND/ OR ANY SECURITIES IS 
SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT TRANSACTION.

Singapore—Issued in Singapore by T. Rowe Price Singapore Private Ltd. (UEN: 201021137E), No. 501 Orchard Rd, #10-02 Wheelock Place, Singapore 238880. T. Rowe Price 
Singapore Private Ltd. is licensed and regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only.

Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be considered a solicitation to buy, or an offer to sell, a security, or any other product 
or service, to any person in the Republic of China.

Thailand—This material has not been and will not be filed with or approved by the Securities Exchange Commission of Thailand or any other regulatory authority in Thailand. The material 
is provided solely to “institutional investors” as defined under relevant Thai laws and regulations.  No distribution of this material to any member of the public in Thailand is permitted. 
Nothing in this material shall be considered a provision of service, or a solicitation to buy, or an offer to sell, a security, or any other product or service, to any person where such provision, 
offer, solicitation, purchase or sale would be unlawful under relevant Thai laws and regulations. 
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Additional Disclosures
Certain numbers in this report may not equal stated totals due to rounding.
Source: Unless otherwise stated, all market data are sourced from FactSet. Financial data and analytics provider FactSet. Copyright 2022 FactSet. All Rights Reserved.
“Bloomberg®” and Bloomberg Indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the index 
(collectively, “Bloomberg”) and have been licensed for use for certain purposes by T. Rowe Price. Bloomberg is not affiliated with T. Rowe Price, and Bloomberg does not approve, 
endorse, review, or recommend Global Asset Allocation Viewpoints. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to 
Global Asset Allocation Viewpoints.




