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Diversify
away from
the obvious 
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Head of Multi Asset 

Multi asset 
Diversify away from the obvious 
hot spots to seek value and 
improve portfolio resilience 
The world economy is enjoying moderate, if 
patchy, growth with relatively low infation when 
compared to recent years. This is the Recovery 
phase of the Investment Clock that has 
historically seen the best stock market returns 
(see Chart 1 overleaf). America’s trade wars 
and sudden policy swings grab the attention, 
but in the background central banks have 
been steadily cutting interest rates and this 
bodes well for growth in 2026. Governments 
are heavily indebted, but the corporate 
sector is in good health with technology-
related earnings particularly strong. 

Stretched valuations on Wall Street and in 
parts of the global credit market raise the 
risk of disappointment should things turn 
out diferently. We’re tactically positive on 
global equities, including the US technology 
sector, but our broadly diversifed and 
active approach to asset allocation balances 
exposure to the obvious hot spots with 
value plays in government bond markets, 
UK real assets and commodities. 

Business cycle indicators have been moving 
rapidly in recent months. It’s not beyond 
the realms of possibility that growth and 
infation both end up stronger than expected 
in 2026. This would move the Clock into 
commodity-friendly Overheat. A shift from 
monetary easing to monetary tightening would 
strengthen the parallel with the later stages 
of the dotcom bubble of the late 1990s. 
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Chart 1: Investment Clock is in Recovery, but moving fast 
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Source: Royal London Asset Management. As at November 2025. For illustrative purposes only. Trail shows monthly 
readings based on global growth and infation indicators. 

Lessons from the past 
History never repeats itself, but sometimes 
it sure does rhyme. Technology companies 
are once again engaged in an arms race to 
become the biggest and best with investors 
cheering them on. Traditionally cash-generative 
businesses are suddenly having to raise capital 
to fund eye-watering investments in artifcial 
intelligence infrastructure. Wall Street is willing 
to provide cheap fnance via generous stock 
market valuations and opaque private debt 
structures. We saw the same in the late 1990s, 
though the telecommunications and media 
sectors ofer a better comparator for today’s 
technology giants than the frothy internet start-
ups, most of which had never turned a proft. 

Is this a boom or a bubble? History suggests 
probably a bit of both. Artifcial intelligence 
is undoubtedly a game changer. But as 
a comparison, few could dispute the 
transformative impact of the internet on 
business over the last quarter century and 
yet equity investors lost half their money in 
the three-year bear market after the bubble 
burst. Losses in the technology, media and 
telecommunication sectors were larger. 
For now, we remain tactically positive on 
US equities and technology, but with US 
stock valuations at their highest level since 
1999/2000 and credit spreads tight, we think 
it makes sense to diversify more broadly, and 
we’ve further reduced our strategic exposure 
to US equities. 
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Looking at the bigger picture 
Outside of technology, the world economy 
faces some serious challenges. Country-
specifc risk under the second Trump 
presidency has risen signifcantly, posing a 
challenge to the dollar. War continues to rage 
on Europe’s eastern fank. Government debt 
levels are high the world over. The surge in 
the price of gold suggests investor disquiet 
isn’t far below the surface. This all speaks to 
diversifcation to reduce risk. 

Country-specifc risk 
under the second 
Trump presidency 
has risen signifcantly, 
posing a challenge to
the dollar. 

Diversifcation in practice 
We believe that value and resilience can be 
improved by adding government bonds, UK real 
assets and commodities to a global portfolio. 
In late 2021, 10-year gilts were yielding 0%, 
with index linked gilts ofering a real yield of 
minus 2%. We were paying to lend money to 
governments with the risk of capital losses if 
and when yields normalised. The 2022 bond 
market crash was a major reset. Now real yields 
are closer to plus 2%. This makes life harder for 
fnance ministers, but government bonds are 
paying their way once more and could provide 
portfolio resilience in a defationary shock. 

UK equities remain good value, with cycle-
adjusted valuations around half the level of 
the US market. The FTSE’s low exposure to 
growth sectors could make it resilient in a tech 
shake out. Indeed, the UK was one of the best 
performing major stock markets in 2022. 

Real assets also have a place. Commercial 
property has recovered from the interest 
rate shock of 2022 and the asset class ofers 
a decent yield with steady total returns. UK 
property was hit hard in the fnancial crisis of 
2008 but it’s worth remembering that it sailed 
through the dotcom crash, posting good returns 
in each year of the bear market. 

Lastly, we continue to allocate to commodities, 
including gold, as a hedge against unexpected 
infation and geopolitical risk. One thing you can 
say for sure about AI is that it’s resource hungry. 
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Important information 

Investment risks 

Past performance is not a guide to future performance. The value of investments and the income
from them is not guaranteed and may go down as well as up and investors may not get back the amount originally
invested. Changes in currency exchange rates may afect the value of these investments. 

Important information 

For professional clients/qualifed investors/wholesale investors only, not suitable for retail investors. 
This is a marketing communication. 

This is a fnancial promotion and is not investment advice. Telephone calls may be recorded. 
For further information please see our Privacy policy at www.rlam.com 

The views expressed are those of Royal London Asset Management at the date of publication unless otherwise indicated, 
which are subject to change, and is not investment advice. 

This document is private and confdential and only for use by “permitted clients” in Canada. This document is for information 
purposes only and is not intended as an ofer or solicitation to invest. This document does not constitute investment advice 
and should not be relied upon as such. Royal London Asset Management Limited is authorized to provide investment 
services in Canada under the International Adviser Exemption. Royal London Asset Management’s principal place for 
business is in the United Kingdom, and it is not registered as a manager in the provinces of Alberta, British Columbia, 
Ontario, and Québec. 

Issued in December 2025 within Europe (ex-Switzerland) by FundRock Distribution S.A. (“FRD”) the EU distributor for 
Royal London Asset Management Limited. FRD is a public limited company, incorporated under the laws of the Grand 
Duchy of Luxembourg, registered ofce at Airport Center Luxembourg, Level 2, 5 Heienhaf, L-1736 Senningerberg, 
Luxembourg, and registered with the Luxembourg trade and companies register under number B253257. FRD is 
authorized as distributor of shares/units of UCIs without making or accepting payments (within the meaning of Article 
24-7 of the 1993 Law), as updated from time to time. FRD is authorised and regulated by the Commission de Surveillance 
du Secteur Financier (CSSF). Portfolio management activities and services are undertaken by Royal London Asset 
Management Limited, 80 Fenchurch Street, London, EC3M 4BY, UK. Authorised and regulated by the Financial Conduct 
Authority in the UK, frm reference number 141665. A subsidiary of The Royal London Mutual Insurance Society Limited. 

For Switzerland: Copies of the Memorandum and Articles of Association,the Prospectus, KIIDs and the annual and semi-
annual reports of the fund may be obtained free of charge from the fund’s representative 
in Switzerland, ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich. The Paying Agent 
in Switzerland is Banque Cantonale Vaudoise, Place St François 14, CH-1003 Lausanne. 

For Australia: For Wholesale clients only. Royal London Asset Management Limited is exempt from the requirement to 
hold an Australian fnancial services licence under the Corporations Act (as a result of the operation of ASIC Class Order 
03/1099 as amended by the ASIC Corporations (Repeal and Transitional) Instrument 2016/396 and extended by ASIC 
Corporations (Amendment) Instrument 2020/200) in respect of the fnancial services it provides to wholesale clients in 
Australia and is regulated by the Financial Conduct Authority under UK laws which difer from Australian laws. 

Issued in December 2025 within Switzerland, Australia and the UK by Royal London Asset Management Limited, 
80 Fenchurch Street, London, EC3M 4BY. Authorised and regulated by the Financial Conduct Authority, 
frm reference number 141665. A subsidiary of The Royal London Mutual Insurance Society Limited. 
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Contact us 

For more information about our range of products and services, please contact us. 
Royal London Asset Management, 80 Fenchurch Street, London, EC3M 4BY 

UK 
For advisers and wealth For institutional client 
managers queries 

bdsupport@rlam.co.uk institutional@rlam.co.uk 
+44 (0)20 3272 5950 +44 (0)20 7506 6500 

Switzerland 
For all investors: 

john.parkin@rlam.com 
+44 (0)20 3272 5912 

Germany 
For all investors: 

immo.gatzweiler@fundrock.com 
+49 151 54 72 5296 

FundRock provide EU Management Company services to RLAM. 

Spain 
For all investors: 

mrona@altamarcam.com| 
+34 91 290 07 28 

Proud to partner with Altamar Capital to serve clients in Spain. 

All other EEA investors 
For all investors: 

arnaud.gerard@fundrock.com 
+352 691 992 088 

FundRock provide EU Management Company services to RLAM. 

Australia 
For all investors: 

kevin.haran@rlam.com 
+61 (0)413 138 055 
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