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Overview

« Current US government shutdown is driven by healthcare and Medicaid disputes amid slowing growth and
elevated inflation, contrasting with the 2018-19 shutdown over border wall funding amid late-cycle strength.

« Likely absence of key labour data may increase volatility across equities, FX, and rates. The Fed could lean
dovish at its Oct 28-29 meeting. Equities could swing before rebounding on ramping Fed rate-cut
expectations.

+  Markets have rallied strongly since April 2025. Historical backtests suggest that five-month winning streaks
often lead to continued gains over the next 6 to 12 months, though short-term volatility is expected.

+  While Mag7 remain viable, chasing them now is risky. Consider diversifying into the large-cap “Next 20" and
global equities. Fixed income and private assets offer stability, while gold’s near-term risk/reward has

worsened.

Executive summary

The last US government shutdown (22 Dec 2018 - 25
Jan 2019) lasted 35 days—the longest ever—triggered
by a border wall funding impasse. The current
shutdown (began 1 Oct 2025) stems from disputes
over healthcare tax credits and Medicaid cuts.

In 2018-2019, the macro backdrop was late-cycle
strength: GDP growth at +2.9%, unemployment at
3.9%, and rising rates. In contrast, 2025 shows
slowing growth, elevated inflation, and a Fed easing
cycle in a more fragile macro environment.

The likely absence of US non-farm payrolls on 3 Oct
clouds investor visibility. Without this key labour
signal, volatility across equities, FX, and rates could
be expected. The Fed, lacking critical input before its
Oct 28-29 meeting, may lean dovish. Equities could
swing before rebounding on ramping rate-cut
expectations. Investors will pivot to alternative data
(ADP, jobless claims), though these lack BLS
credibility. Meanwhile, the dollar may weaken amid
data gaps and political dysfunction.

Figure 1: US Government shutdown comparison
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To compound complexities, markets have rebounded
hard from Liberation-Day lows in Apr 2025. S&P500
gained for five consecutive months, bucking the trend
for historically negative months of Aug and Sep.

In a backtest of the last nine episodes, it showed that
a five-month market-winning streak can lead to
continued gains over the next 6 to 12 months.
Although the following three months may be volatile
(i.e., average price return of +1.32%), momentum
typically resumes, with average returns of +2.92% in
the next six months and +7.43% in the following
twelve months—indicating a strong underlying trend,
though not guaranteed.

A key driver of recent rallies has been the Federal
Reserve. Post-2008 and post-2020 bull markets were
fuelled by stimulus and low interest rates. More
recent rallies (2023-2025) were shaped by investor
reactions to Fed policy and inflation management,
creating a feedback loop where monetary
intervention spurs rallies, and subsequently raises
concerns about inflation and volatility.

While monetary intervention could be unhealthy for
markets in the medium term, the Fed's dovish tone
could “run the market hotter than usual” in the near
term despite big gains since Liberation Day. Chasing
Mag7 now appears risky and would consider
diversifying in other large caps (Next 20) and going
global. We would only add to existing Mag7 positions
on pullbacks. Profit-taking is fine, but investors must
stay disciplined with re-entry levels to avoid missing
market rebounds. Structured products tied to Mag7
remain viable if focused on the right stocks.
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Fixed income spreads are tight but are still adequate
portfolio stabilisers on a "total yield" basis. Private
assets should be considered for  further
diversification. Finally, while gold remains a must-
have in portfolios, its recent move implies risk/reward
has worsened in the near term.

Figure 2: SPX performance after 5 months of gains

Streak End Date Streak Gain 3m Return ém Return 12m Return
Ongoing 18.7% 27? ? 2?
Aug-2024 7.5% 6.8% 5.4% 14.4%
Aug-2021 13.8% 1.0% -3.3% -12.6%
Aug-2020 35.4% 3.5% 8.9% 29.2%
Jan-2018 14.3% -6.2% -0.3% -4.2%
May-2013 8.9% 0.1% 10.7% 15.5%
Mar-2012 13.0% -3.3% 2.3% 11.4%
Feb-2011 16.3% 1.4% -8.2% 2.9%
Aug-2009 27.9% 7.4% 8.2% 2.8%
Average 17.3% 1.3% 29% 7.4%

Source: Bloomberg, UOB Private Bank
Figure 3: Gains after Liberation Day lows (8 Apr)
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Figure 4: Credit spreads are very tight
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Figure 5: USD seems to be holding steady
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Figure 6: UOB Fed rates forecast
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Figure 7: Small caps vs large caps
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Figure 8: Emerging Market Bonds doing well
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Figure 9: Margin debt hits new highs
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Disclaimer

General
This document contains material based on publicly-available information. Although every reasonable care has been taken to

ensure the accuracy and objectivity of the information contained in this document, United Overseas Bank Limited (“UOB") makes no
representation or warranty as to, neither has it independently verified, the accuracy or completeness of such information (including
any valuations mentioned). UOB neither represents nor warrants that this document is sufficient, complete or appropriate for any
particular purpose. Any opinions or predictions reflect the writer's views as at the date of this document and may be subject to
change without notice.

The information contained in this document, including any data, projections and underlying assumptions, are based on
certain assumptions, management forecasts and analysis of known information and reflects prevailing conditions as of the
date of publication, all of which are subject to change at any time without notice. Past performance figures are not indicative
of future results.

Not an offer or solicitation to any particular person

This document should not be regarded as an offer or solicitation to any particular person to transact in any product mentioned.
Before deciding to invest in any product mentioned, please seek advice from your financial, legal, tax or other appropriate
advisers on the suitability of the product for you, taking into account your specific investment objectives, financial situation or
particular needs (to which this document has no regard). If you do not wish to seek such advice, please consider carefully whether
any product mentioned is suitable for you.

Risks

An investment in any product mentioned in this document may carry different risks of varying degrees, including credit, market,
liquidity, legal, cross-jurisdictional, foreign exchange and other risks (including the risks of electronic trading and trading in
leveraged products). Nothing in this publication constitutes personalised accounting, legal, regulatory, tax, financial or other
advice that regards the personal circumstances of a particular recipient. Please speak to your financial, legal or other appropriate
adviser to understand the risks involved and whether it is appropriate for you to assume such risks before investing in any product.

Any description of investment products is qualified in its entirety by the terms and conditions of the investment product and if
applicable, the prospectus or constituting document of the investment product.

Valuation

Product valuations in this document are only indicative and do not represent the terms on which new products may be entered
into, or existing products may be liquidated or unwound, which could be less favourable than the valuations indicated herein.
These valuations may vary significantly from those available from other sources as different parties may use different assumptions,
risks and methods.

No liability

To the fullest extent permitted under applicable laws and regulations, UOB and its affiliates shall not be liable for any loss or
damage howsoever arising as a result of any person acting or refraining from acting in reliance on any information, opinion,
prediction or valuation contained herein.

UOB and its affiliates involved in the issuance of this document may have an interest in the products mentioned in this document
including but not limited to, marketing, dealing, holding, acting as market-makers, performing financial or advisory services,
acting as a manager or co-manager of a public offering, of persons mentioned in this document. UOB and its affiliates may also
have alliances, contractual agreements, or broking, investment banking or any other relationships for the provision of financial
services, with any product provider mentioned in this document. UOB and its affiliates may have issued other reports, publications
or documents expressing views which are different from those stated in this document and all views expressed in all reports,
publications and documents are subject to change without notice.

Others

Unless you are notified otherwise by UOB, UOB deals as a principal in any transaction which UOB has been instructed to
effect, other than transactions relating to securities traded on an exchange, unit trusts and funds on your behalf where UOB acts
as your agent.

Singapore. This document and its contents are intended for Accredited Investors (as defined in Section 4A of the Singapore
Securities and Futures Act (Chapter 289)).

Hong Kong. This document and its contents are intended for “professional investors” (as defined in the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO") and its subsidiarity legislation) ("Professional Investors”). Shares
or debentures in a company may not be offered or sold in Hong Kong, by means of any document, other than (i) to Professional

Investors; or (ii) in other circumstances which do not result in the document being a “prospectus” within the meaning of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong)(the "CWUMPQO") or
which do not constitute an offer to the public within the meaning of the CWUMPO. Unless permitted to do so under the laws of
Hong Kong, no person may issue or have in his/her possession for the purpose of issue, or will issue, or have in his/her possession



for the purposes of issue, any advertisement, invitation or document relating to the securities, structured products or interests
in collective investment schemes whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely
to be accessed or read by, the public of Hong Kong, other than with respect to the securities, structured products or interests
in collective investment schemes that are or are intended to be disposed of only to persons outside Hong Kong, or only to
Professional Investors.

WARNING: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised
to exercise caution in relation to this document. If you are in any doubt about any of the contents of this document, you should
obtain independent professional advice.

This document may only be distributed in countries where its distribution is legally permitted. This document is not directed to any
person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such publications are prohibited
This document may contain proprietary information of UOB (or its product providers) and may not be reproduced or disseminated
in whole or in part without UOB's prior consent.

If there is any inconsistency, or any difference in meaning between the English version and any translation of this document, the
English version shall apply and prevail.

United Overseas Bank Limited. Co. Reg. No. 1935000267
United Overseas Bank Limited is a licensed bank in Hong Kong and is a registered institution in respect of Types 1 (Dealing in
Securities) and 4 (Advising on Securities) regulated activities under the SFO.
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