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Key support 2: Valuations for both US equities and the US dollar have run 
up and remain near all-time highs. In contrast, relative valuations for global 
ex US equities and currencies remain low, which should help to mitigate 
some downside risks. While the rally in 2025 left global ex US equities 
stretched on a momentum basis, the sell-off and underperformance since 
February has removed this overbought condition. History suggests non-US 
outperformance and currency strength have more room to run as 
demonstrated by past weak dollar cycles, such as between 1971–78, 1985–
95, and 2002–11. 

Key risks: Elevated oil prices have hit non-US currencies harder than the US, 
given most countries are net oil importers. While this complicates the near-
term outlook for non-US equities, we view this as temporary and likely to 
reverse once oil prices stabilize. Global ex US equities are also underweight
the technology sector. Any rebound in US tech leadership could see non-US 
equities underperform. Nevertheless, elevated valuations for these sectors 
imply they are more vulnerable to downside shocks and underperformance 
versus expectations.

Overweight Global ex US Equities/Underweight US Equities

Investment thesis: We expect global ex US equities will outperform US 
equities amid resumed US dollar weakness. Relative valuations for global 
ex US equities remain very low, while relative performance and currency 
strength has more room to run as demonstrated in past episodes of USD 
weakness. While the rise in oil prices resulting from the Iran War has seen 
the US dollar and US equities outperform, we believe this is temporary.

Key support 1: Global ex US equities have historically outperformed US 
equities in weak dollar cycles as non-US currencies strengthen. We 
expect the dollar to continue to weaken over our tactical horizon as 
slowing growth, asset overvaluation, and US policy uncertainty continue 
to weigh on the demand for US assets and place downward pressure on 
the dollar. 
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