
Franklin Templeton Investment Solutions translates a wide variety of investor goals into portfolios powered by 

Franklin Templeton’s best thinking around the globe. We calibrate firmwide views with original analysis from our 

dedicated teams, which include both fundamental and quantitative research professionals.

Timely investment positioning (TIP)
Views reflect a 12-month time horizon for 
dynamic positioning
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Bearish Bullish

Our dynamic view (legend)
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Equities
We remain slightly bullish due to economic resilience, supplemented by easier monetary policy from some major central 

banks. Across most markets, positive earnings revisions and guidance reflect robust corporate fundamentals, 

supporting momentum. Further labor market weakness and over-optimism on artificial intelligence (AI) pose key risks. 

Fixed Income
Quantitative tightening on the part of the Federal Reserve (Fed) is planned to end on December 1, which could steepen 

the yield curve. Investors are concerned over fiscal deficits and uncertainties regarding the independence of the Fed. 

Furthermore, inflation remains above central-bank targets in most developed economies. 

Cash
Despite the defensive features of cash and attractive yields, we believe reinvestment risk is high.
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Canada
Exemptions mean that Canada has the lowest effective tariff rate among our investable regions. However, continued 

economic strength is dependent on trade certainty. Potentially further monetary support and fiscal policy stimulus 

should backstop economic growth. We are cautiously bullish.

United States
Growth has held up well despite some weakness in the labor market, while enthusiasm for AI is supporting some large-

cap growth names. Third-quarter earnings have been strong, while corporate guidance has improved despite lofty 

expectations. The trade framework between the United States and China is positive for both markets, in our view.  

International Developed
Europe ex UK: Manufacturing activity has contracted, impacted by structural weaknesses in Germany, including high 

energy costs, labor shortages and regulatory burdens. Political instability in France is also a potential headwind. A 

weaker domestic macro backdrop could weigh on eurozone equities; we are already seeing this reflected in trailing and 

forward earnings growth revisions for the next 12 months. Europe’s strong links to China leave it vulnerable to slowing 

Chinese demand, while a strong euro has compounded the earnings drag for exporters. Japan: The new government 

coalition is likely to push ahead with fiscal policy stimulus, despite elevated inflation. The Bank of Japan held rates 

steady in October, but markets are roughly pricing in 50% odds of a hike in December. Forward earnings revisions have 

begun to improve as have equity market breadth and momentum. Corporate governance reform has provided support. 

Emerging Markets
Emerging markets ex China: The macro backdrop is encouraging; growth is supportive, inflation is falling, and policy 

is broadly easing. Earnings expectations are rising rapidly across the region, and we have seen upticks in momentum 

and breadth. A potential floor is in sight for the non-AI exposed segment of the semiconductor market reinforces our 

bullish outlook. China: Macro and corporate fundamentals remain weak, but markets are looking past this as China’s 

leading tech companies continue to surprise to the upside amid AI developments. Also, retail investors, armed with 

household savings, continue to support the equity market. 
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Governments
The Canadian economy is weakening but fiscal and monetary policy should provide support. There is a chance of more 

rate cuts than the market expects which would support government bonds. Inflation in Canada appears to be relatively 

subdued, allowing the Bank of Canada to continue with its rate-cutting cycle if required. Long-end supply-demand 

concerns remain.

Investment Grade
Corporate fundamentals have been resilient, in our view. However, credit spreads remain narrow, making the risk/return 

profile less attractive to us, despite looser financial conditions. 

High Yield 
Higher income (carry advantage) and resilient macro indicators are supportive. However, cooling employment and 

stubborn inflation have put the Fed in a difficult position with limited government data available. While spreads are tight 

versus history, yields are more in line with average levels, which is attractive to yield-hungry investors.

Emerging Markets
Emerging market (EM) debt should benefit from easier monetary policy if US tariffs act as a drag on growth. However, 

hard currency EM debt spreads are tight and appear to be underpricing recession risks and trade-induced volatility. 

Our equity and fixed income sub-asset class views reflect relative sentiment within the asset class. Arrows, if included, denote a month-over-month change 

in a given view.
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Our dynamic view (legend) 

Asset 
Classes

We remain slightly bullish due to economic resilience, supplemented by easier monetary policy 
from some major central banks. Across most markets, positive earnings revisions and guidance 
reflect robust corporate fundamentals, supporting momentum. Further labor market 
weakness and over-optimism on artificial intelligence (AI) pose key risks. Quantitative tightening on the part of the Federal Reserve (Fed) is planned to end on December 
1, which could steepen the yield curve. Investors are concerned over fiscal deficits 
and uncertainties regarding the independence of the Fed. Furthermore, inflation remains 
above central-bank targets in most developed economies. Despite the defensive features of cash and attractive yields, we believe reinvestment risk is 
high. 

Equities 

Exemptions mean that Canada has the lowest effective tariff rate among our investable regions. 
However, continued economic strength is dependent on trade certainty. Potentially further 
monetary support and fiscal policy stimulus should backstop economic growth. We are 
cautiously bullish. Growth has held up well despite some weakness in the labor market, while enthusiasm for AI 
is supporting some large- cap growth names. Third-quarter earnings have been strong, while 
corporate guidance has improved despite lofty expectations. The trade framework between 
the United States and China is positive for both markets, in our view. Europe ex UK: Manufacturing activity has contracted, impacted by structural weaknesses in Germany, including 
high energy costs, labor shortages and regulatory burdens. Political instability in France is also a potential 
headwind. A weaker domestic macro backdrop could weigh on eurozone equities; we are already seeing 
this reflected in trailing and forward earnings growth revisions for the next 12 months. Europe�s strong 
links to China leave it vulnerable to slowing Chinese demand, while a strong euro has compounded the 
earnings drag for exporters. Japan: The new government coalition is likely to push ahead with fiscal policy 
stimulus, despite elevated inflation. The Bank of Japan held rates steady in October, but markets are roughly 
pricing in 50% odds of a hike in December. Forward earnings revisions have begun to improve as have 
equity market breadth and momentum. Corporate governance reform has provided support. 
Emerging markets ex China: The macro backdrop is encouraging; growth is supportive, inflation 
is falling, and policy is broadly easing. Earnings expectations are rising rapidly across 
the region, and we have seen upticks in momentum and breadth. A potential floor is in 
sight for the non-AI exposed segment of the semiconductor market reinforces our bullish outlook. 
China: Macro and corporate fundamentals remain weak, but markets are looking past 
this as China�s leading tech companies continue to surprise to the upside amid AI developments. 
Also, retail investors, armed with household savings, continue to support the equity 
market. Fixed 

Income 

The Canadian economy is weakening but fiscal and monetary policy should provide support. There 
is a chance of more rate cuts than the market expects which would support government 
bonds. Inflation in Canada appears to be relatively subdued, allowing the Bank of 
Canada to continue with its rate-cutting cycle if required. Long-end supply-demand concerns 
remain. 
Corporate fundamentals have been resilient, in our view. However, credit spreads remain narrow, 
making the risk/return profile less attractive to us, despite looser financial conditions. 
Higher income (carry advantage) and resilient macro indicators are supportive. However, cooling employment 
and stubborn inflation have put the Fed in a difficult position with limited government data available. 
While spreads are tight versus history, yields are more in line with average levels, which is attractive 
to yield-hungry investors. Emerging market (EM) debt should benefit from easier monetary policy if US tariffs act as a drag on growth. However, 
hard currency EM debt spreads are tight and appear to be underpricing recession risks and trade-induced 
volatility. Our equity and fixed income sub-asset class views reflect relative sentiment within the asset class. Arrows, 

if included, denote a month-over-month change in a given view.
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Capitalization

Small-cap companies face quality concerns and tariff-related challenges compared to large caps. 

Furthermore, small caps have little lobbying power, less pricing power, minimal margin capacity to absorb 

higher input costs, and high exposure to imported intermediate goods. 

Style

We have seen a broadening out of earnings growth, and we expect a lift in earnings expectations across 

value and growth. Thus, our outlook is for the earnings of both to converge. 
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Duration

The yield curve could steepen again in the short-term on potential inflationary pressures, the end of 

quantitative tightening, and fiscal deficit concerns. While the Treasury’s plan to supply short-term issuance 

could limit demand for longer-dated securities and weigh on yields, there are risks to this plan. 

This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or solicitation to buy, sell or hold any security or to adopt any 

investment strategy. It does not constitute legal or tax advice. The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication date 

and may change without notice. The information provided in this material is not intended as a complete analysis of every material fact regarding any country, region or market. Franklin Templeton 

accepts no liability whatsoever for any loss arising from use of this information and reliance upon the comments, opinions and analyses in the material is at the sole discretion of the user. 

All investments involve risk, including loss of principal. Equity securities are subject to price fluctuation and possible loss of principal. Small- and mid-cap stocks involve greater risks and 

volatility than large-cap stocks. International investments are subject to special risks, including currency fluctuations and social, economic and political uncertainties, which could increase volatility. 

These risks are magnified in emerging markets. Fixed income securities involve interest rate, credit, inflation and reinvestment risks; and possible loss of principal. As interest rates rise, the value of 

fixed income securities falls. High-yield bonds are subject to greater price volatility, illiquidity and possibility of default. Alternative investments are often complex and speculative, entail significant 

risk, may provide for only limited liquidity, and should not be considered a complete investment program. Financial derivative instruments are often used in alternative investment strategies and 

involve costs and can create economic leverage, which may result in significant volatility and cause losses (as well as gains) in an amount that significantly exceeds the initial investment. Commodity-

related investments are subject to additional risks such as commodity index volatility, investor speculation, interest rates, weather, tax and regulatory developments. 

An investment in private securities (such as private equity or private credit) or vehicles which invest in them, should be viewed as illiquid and may require a long-term commitment with no 

certainty of return. The value of and return on such investments will vary due to, among other things, changes in market rates of interest, general economic conditions, economic conditions in 

particular industries, the condition of financial markets and the financial condition of the issuers of the investments. There also can be no assurance that companies will list their securities on a 

securities exchange, as such, the lack of an established, liquid secondary market for some investments may have an adverse effect on the market value of those investments and on an investor’s 

ability to dispose of them at a favorable time or price.

Franklin Templeton Investment Solutions (FTIS) is a global investment management group dedicated to multi-strategy solutions and is comprised of individuals representing various registered 

investment advisory entity subsidiaries of Franklin Resources, Inc., a global investment organization operating as Franklin Templeton.

Franklin Templeton Canada is a business name used by Franklin Templeton Investments Corp.
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* Commentary as of September 2025. 

Please visit our website to read additional insights from Franklin Templeton Investment Solutions.

Please visit our website to 

read additional insights 

from Franklin Templeton 

Investment Solutions.

A
lt

er
n

at
iv

es

Private Equity
Private equity (PE) activity and exits show signs of picking up meaningfully in late 2025, despite lingering macro risks. The 

large backlog of exit candidates will take time to work through, and the outlook for large buyouts remains challenged, but 

opportunities are more attractive in the middle market and for secondaries including single-asset continuation vehicles.

Private Credit
Tight spreads and a near-term excess of capital available to finance new PE deals lead to a cautious outlook. We continue 

to watch trends related to borrower health. Opportunities persist in real estate credit and other overlooked sub-sectors. 

Real Assets

Private Real Estate: Property prices have stabilized after a multi-year decline, helping returns turn positive for the past few 

quarters. Transaction volume remains muted by historical standards, and it may take a few more quarters for sentiment to 

turn decisively positive, but the longer-term outlook remains strong for key real estate sectors based on supply-demand 

imbalances. Commodities: We have a constructive outlook, supported by positive roll yields, a weaker US dollar, and a 

resilient growth backdrop even in the face of tariff uncertainty. Gold retains structural support from elevated central-bank 

purchases and ongoing geopolitical risks, enhancing its safe-haven role. Industrial metals are positioned well as supply 

disruptions and infrastructure demand drive tighter balances. Meanwhile, energy markets face oversupply challenges, but 

we see this risk as largely priced in. Importantly, commodities can serve as a valuable allocation amid inflation uncertainty, 

particularly as goods prices remain sticky.

Hedge Strategies

We are neutral long/short equity, with a preference for select international markets. We are neutral event-driven strategies, 

with a favorable view toward activism and special situations investing. The outlook for global macro managers appears 

positive, with central-bank policy changes and divergences taking a lead role in asset class returns. Our outlook for 

commodity managers is positive, especially for relative value approaches, as commodity relationships and price moves 

recover from recent bouts of volatility.

Periodic* insights on alternative asset classes

Arrows, if included, denote a month-over-month change in a given view. 

Small Large

Value Growth

Short Long

Asset class insights (continued) Please visit our website to 
read additional insights 
from Franklin Templeton 
Investment Solutions. 

US equity and fixed income factors 

Equities 
Small-cap companies face quality concerns and tariff-related challenges compared to 
large caps. Furthermore, small caps have little lobbying power, less pricing power, 
minimal margin capacity to absorb higher input costs, and high exposure to imported 
intermediate goods. 
We have seen a broadening out of earnings growth, and we expect a lift in earnings 
expectations across value and growth. Thus, our outlook is for the earnings 
of both to converge. 

Fixed 
Income

The yield curve could steepen again in the short-term on potential inflationary pressures, the end of 
quantitative tightening, and fiscal deficit concerns. While the Treasury�s plan to supply short-term 
issuance could limit demand for longer-dated securities and weigh on yields, there are risks 
to this plan. Arrows, if included, denote a month-over-month change in a given view.

Periodic insights on alternative asset classes 

Alternatives 

Private Equity Private equity (PE) activity and exits show signs of picking up meaningfully in late 2025, despite lingering 
macro risks. The large backlog of exit candidates will take time to work through, and the 
outlook for large buyouts remains challenged, but opportunities are more attractive in the middle 
market and for secondaries including single-asset continuation vehicles. Private Credit 
Tight spreads and a near-term excess of capital available to finance new PE deals lead to a cautious 
outlook. We continue to watch trends related to borrower health. Opportunities persist in 
real estate credit and other overlooked sub-sectors. 

Real Assets 

Private Real Estate: Property prices have stabilized after a multi-year decline, helping returns turn 
positive for the past few quarters. Transaction volume remains muted by historical standards, 
and it may take a few more quarters for sentiment to turn decisively positive, but the longer-term 
outlook remains strong for key real estate sectors based on supply-demand imbalances. 
Commodities: We have a constructive outlook, supported by positive roll yields, a weaker 
U.S. dollar, and a resilient growth backdrop even in the face of tariff uncertainty. Gold retains 
structural support from elevated central bank purchases and ongoing geopolitical risks, enhancing 
its safe-haven role. Industrial metals are positioned well as supply disruptions and infrastructure 
demand drive tighter balances. Meanwhile, energy markets face oversupply challenges, 
but we see this risk as largely priced-in. Importantly, commodities also generally serve 
as a valuable allocation amid inflation uncertainty, particularly as goods prices remain sticky. 

Hedge Strategies 
We are neutral long/short equity, with a preference for select international markets. We are neutral 
event-driven strategies, with a favorable view toward activism and special situations investing. 
The outlook for global macro managers appears positive, with central bank policy changes 
and divergences taking a lead role in asset class returns. Our outlook for commodity managers 
is positive, especially for relative value approaches, as commodity relationships and price 
moves recover from recent bouts of volatility. 

Commentary as of September 
2025.

(800) 387-0830 
franklintempleton.ca ﾩ 2024 Franklin Templeton. All rights reserved. 


	FTIS_TIPCA_1125.pdf
	Timely investment positioning (TIP) Views reflect a 12-month time horizon for dynamic positioning November 1, 2025
	Asset Classes
	Equities 
	Fixed Income 
	US equity and fixed income factors 
	Equities 
	Fixed Income

	Periodic insights on alternative asset classes 
	Alternatives 




