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We are downgrading US Equities to NEUTRAL from our 

earlier OVERWEIGHT. We are adopting a more cautious stance, 

driven by mounting macroeconomic headwinds, deteriorating 

earnings visibility, and early signs of stress in credit markets. 

What has changed? 

Technically, the S&P500 bounced +11.7% from a oversold 

position of 4,835 to close at 5,405 levels on 15/03/24. Like 

previous cycles, this resembles a “dead cat bounce” or technical 

bounce which may not be sustainable. We believe the risk to 

reward is not attractive at current levels based on our 

year-end target level stands at 5500 (pegged to 21x, 6% 

earnings growth). 

 
Figure 1: S&P500 Target Sensitivity table 

 

Source: Bloomberg, CIMB CIO Office 

 
What are potential concerns? 

1. Economy: The escalation of trade tensions, particularly 

with China, is clouding the US' and global economic 

outlook. Despite a temporary 90-day pause in reciprocal tariffs, 

a blanket 10% tariff remains in place, adding pressure to 

global trade and investment decisions. Both US and China's 

current reluctance to engage in constructive dialogue 

further amplifies the uncertainty. 

The downstream effects are already visible i.e. leading 

indicators such as the University of Michigan sentiment 

indices are weakening whilst business and consumer confidence 

continue to erode. Risks to employment and inflation are rising. 

All these factors suggest that US' growth is set to slow further, 

and recession risks—while not our base case—are increasing. 

2. Earnings: Bloomberg's S&P 500 earnings growth 

expectations have been revised down to 7.8%. This 

downward revision reflects a broader pattern of uncertainty. 

To give some sense, as of 11th April, 6 companies have reported 

its 1Q25 earnings whilst providing mixed 2Q25 guidance - 4 

issued negative guidance whilst 2 maintained previous guidance 

citing uncertainties ahead. Meanwhile, technology bell weathers 

Nvidia and ASML issued negative forward-looking statements, 

signaling potential downgrades in the tech sector. Further 

earnings pressure, particularly from the tech sector, could 

act as a catalyst for broader market repricing. 

Figure 2: Earnings growth expectations are lower 
 

Source: Bloomberg, CIMB CIO Office 

 
3. Credit Markets: Whilst we are not seeing crisis-level 

stress in the credit markets, recent sharp spike in bond yields 

and wider credit spreads warrant careful monitoring as these 

are early signals of tighter market conditions ahead. 

Historically, equity market downturns are often preceded 

by dislocations in credit markets. 

What should investors do? 

Given the current environment, we recommend a more 

cautious and selective approach to US equities: 

 Take profits: Should an investor sit on gains, consider 

locking in profits on a technical bounce. 

 Wait for Better Entry Points: For those looking to build 

exposure, consider staggered buying in the 4,800– 5,000 

range, with 4,400–4,600 as potential lower entry levels in 

a downside scenario. 

 Focus on Quality: Stick with high-quality names from 

our recommended list (or refer to our report "US Equities: 

A Pause in Reciprocal Tariffs" dated 14 April 2025)— 

companies with strong balance sheets, resilient cash flows, 

and defensible market positions. 
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Please read carefully the disclaimer at the end of this report. 



Disclaimer 

 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or 
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 

 
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and 
agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law. This publication is being 
supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form 
by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of 
CIMB Bank Berhad and CIMB Investment Bank Berhad (collectively, “CIMB Bank”). 

 
CIMB Bank, its affiliates and related companies (collectively, “CIMB Group”) and their respective directors, associates, connected parties and/or employees may own 
or have positions in securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of, or 
may be materially interested in, any such securities. Further, CIMB Group may do and may seek to do business with the company(ies) covered in this research report 
and may from time to time act as market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them 
from customers on a principal basis and may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such 
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately 
reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or 
indirectly related to the inclusion of specific recommendations(s) or view(s) in this report. CIMB Bank prohibits the analyst(s) who prepared this research report from 
receiving any compensation, incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a 
particular company. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or 
the performance of his/their recommendations and the research personnel involved in the preparation of this report may also participate in the solicitation of the 
businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing, among other things, may give rise to 
real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

 
i. As of 18 April 2025, CIMB Investment Bank Berhad has a proprietary position in the following securities in this report: 

Nil. 

 
ii. As of 18 April 2025, the analyst, Moey Su-En, does not have an interest in the securities in the company or companies covered or recommended in this report. 

 
This report has been produced for information purposes with the information contained in this report, believed to be correct at the time of issue and does not purport 
to contain all the information that a prospective investor may require. CIMB Group makes no express or implied warranty as to the accuracy or completeness of any 
such information and opinion contained in this report. Nothing in this report is intended to be, or should be construed as an invitation by any company within CIMB 
Group to buy or sell, or as an invitation to subscribe for, any securities. The price and value of any investments and indicative incomes herein contained may 
fluctuate either positively or negatively. All references to past performances is not a guide to any future performance. It should be noted that investments in emerging 
markets are subject to increased levels of volatility than more established markets. Some of the reasons for this volatility relates to the respective economy, political 
climate, credit worthiness, currency and general market within that country. When investing in investments denominated in a foreign currency these transactions are 
also subject to fluctuation in exchange rates. 

 
The information in this report is subject to change without notice by CIMB Bank. Neither CIMB Bank nor any of its affiliates or related companies, advisers or 
representatives are obliged to update any such information subsequent to the date hereof. Because it is not possible for CIMB Bank to have regard to the investment 
objectives, financial situation and particular needs of each person who reads this report, the information contained in it may not be appropriate for all persons. CIMB 
Bank is not acting as an advisor or agent to any person to whom this report is directed in respect of its contents. You, the recipient of this report must make your own 
independent assessment of the contents of this document, and should not treat such content as advice relating to legal, accounting, taxation, technical or investment 
matters. Please contact your Private Banker, Relationship Manager or walk into your nearest CIMB Branch to discuss any information contained within or prior to 
acting in reliance of any information contained within this report. 

 
Neither CIMB Group nor any of their directors, employees or representatives are to have any liability (including liability to any person by reason of negligence or 
negligent misstatement) whether pecuniary or not from any statement, opinion, information or matter (express or implied) arising out of, contained in or derived from 
or any omission from the report, except liability under statute that cannot be excluded. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 


