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•	 2025 proved to be a remarkable year for risk 
assets, most notably equities. The seminal 
market moment proved to be the 2nd April tariff 
announcements from US President Donald 
Trump, which led to one of the most volatile 
three day periods in market history. Having 
begun the year strongly due to prospects of tax 
cuts and deregulation from the new US 
administration, equity markets experienced 
bouts of volatility and weakness as the ‘America 
First’ trade policy began to take form. 

•	 The US dollar weakened against key currencies 
such as the Euro as a result, with Gold being a 
key beneficiary. Meanwhile, a Conservative 
victory in the German election preceded a 
reduction in the budget ‘debt brake’ 
mechanism. Similar announcements of 
increased infrastructure and defence spending 
across the continent saw Eurozone equities 
outperform their US counterparts. 

•	 However, the expectation of increased 
spending and therefore debt levels led longer 
dated German government bonds to 
experience a sharp price decline. Concerns on 
government deficits and debt levels across 
developed markets was a persistent theme of 
bond market price action in 2025.  

•	 Strong corporate earnings (particularly from 
Artifical Intelligence (AI)-related companies), 
major trade agreements, and rate cuts from the 
European Central Bank (ECB) and the Federal 
Reserve helped to fuel the market recovery 
and a near uninterrupted rally through to the 
end of the year. However, the end of the year 
saw investors grappling with concerns over 
AI-related valuations, a potential 
Ukraine-Russia peace deal, and the record 
highs seen in Gold and Silver. 

•	 Within respective multi-asset funds, our 
allocation to equities is currently neutral. 
Equities remain close to all-time highs but 
have been underpinned by robust earnings, 
which have been supported by impressive 
margin and therefore profitability figures 
from US corporates. From a top-down 
perspective, fiscal and monetary policy 
remains supportive whilst the AI narrative 
has driven growth at an individual security 
level. Trends are powerful within markets 
and can persist, but there will likely be 
bumps along the road. 

•	 From a geographical perspective, we have a 
preference for the Asia Pacific region, are 
neutral in respect to Japan and Europe, and 
have a slightly underweight allocation to 
North America — whilst continuing to note the 
absolute exposure (75%~) of this region to 
equities overall. From a sectoral perspective, 
we have a preference for sectors such as 
Technology and Industrials and are more 
cautious towards sectors such as Consumer 
Staples and Energy.  

•	 Equity valuations on a global basis are not 
cheap versus long-term averages. The 
forward price-earnings (P/E) for the global 
stock market is approximately 19x which is a 
premium to historical valuations. It has been 
evident for some time now that investors are 
willing to pay a higher multiple for US equities 
(22.7x P/E) versus other regions. This narrative 
is supported by heavier weights in 
Technology and AI related companies 
coupled with the concept of ‘American 
exceptionalism’ and more productive ‘animal 
spirits’.  

•	 Within our Eurozone sovereign bond 
holdings, we prefer periphery issuers over 
core and are moderately short from a 
duration perspective versus the wider 
market. Our fixed income exposure 
continues to be nearly all euro 
denominated.  

•	 Increased debt issuance and muted economic 
growth remain headwinds for Eurozone 
government bonds. We are unlikely to see 
huge capital gains in the year ahead, but yields 
are now firmly in positive territory. In the US, 
concerns in relation to the overall level of 
government debt, the annual budget deficit, 
and the sheer amount of interest payments 
remain present. Overall, on both sides of the 
Atlantic, shorter duration government bond 
issuances look more attractive than medium to 
longer-term offerings. 

•	 We continue to favour credit within our fixed 
income allocations. Eurozone corporate 
bond returns were positive in 2025 — helped 
by a backdrop of reasonable economic 
growth and the ECB rate cutting cycle. 
AI-related debt issuance is a credible market 
risk and has been evident in the Credit 
Default Swap (CDS) levels of some individual 
companies. Overall, spreads versus risk-free 
rates remain tight versus historical averages. 
Within this environment, we maintain core 
allocations to high quality names rather than 
chasing higher returns in lower credit quality 
pockets of the market. There are likely to be 
opportunities within Europe in the form of 
short duration carry trades. 

As we enter 2026, we are positioned broadly neutral within respective equity ranges across our multi-asset funds. We favour 
credit over sovereign bonds within our fixed income allocations. From a Eurozone sovereign bond perspective, we prefer 
periphery issuers over core and are short from a duration perspective versus the wider market. A material overweight position 
in Gold was reduced the week before Christmas; however, we continue to see the structural supports in Gold in place. Overall, 
we are marginally overweight across Alternatives as a whole. 

For the Equity Bulls                                                     For the Equity Bears                                                     

1.	 AI monetisation quells market scepticism and supports equity 
prices 

2.	 US inflation falls and stabilises at lower levels, while consumer 
confidence rebounds 

3.	 Trade tariff tensions to dissipate further as more trade deals are 
signed 

4.	 Increased infrastructure spending spurs Eurozone growth 
higher

1.	 A new, politically aligned chair erodes the Fed’s independence 
and credibility 

2.	 Overexuberance in AI leads to overspending 

3.	 Trade tensions re-emerge, destabilising the global economic 
outlook 

4.	 Germany’s fiscal stimulus plan fails to deliver on high 
expectations 

5.	 Geopolitical tensions persist, while the US-Venezuela situation 
becomes more problematic 

Steady Course? 
Investment Outlook 2026



Warning: Past performance is not a reliable guide to future performance.
Warning: The value of your investment may go down as well as up.
Warning: Benefits may be affected by changes in currency exchange rates. 
Warning: If you invest in this product you may lose some or all of the money you invest.

Notes: Annual management charges (AMC) apply. The fund performance shown is before the full AMC is applied on your policy. Returns are based on offer/offer performance 
and do not represent the return achieved by individual policies linked to the fund.

Source: Zurich Life as at 02/01/26.

Calendar Year Historic Performance 
2025 2024 2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Prisma Low 2.0 4.3 5.4 -5.8

Prisma 2  2.0 4.9 5.6 -5.6 2.6 1.7 3.1 -1.3 0.3 1.6 1.0 3.3

Prisma 3  3.4 8.7 8.6 -8.6 7.6 3.4 8.3 -2.4 2.2 4.1 2.6 7.1

Prisma 4  5.0 14.6 13.5 -13.3 16.8 6.9 17.8 -4.6 5.7 8.5 4.9 14.2

Prisma 5  7.4 22.4 18.3 -16.7 23.9 10.9 26.5 -6.2 7.7 11.3 6.2 16.0

Prisma Max  6.2 25.4 21.3 -19.1 25.3 13.7 28.1 -5.4 8.7 9.8 7.9 7.4

Active Asset Allocation 5.6 14.3 12.9 -12.2 18.6 7.4 19.0 -4.9 5.9 8.1 4.9 14.6

Balanced 3.6 17.7 16.8 -17.0 18.0 12.3 19.8 -3.6 6.3 6.7 10.0 15.3

Performance 4.3 21.9 19.4 -17.9 23.0 13.9 24.1 -4.3 8.3 6.9 10.9 16.1

Dynamic 4.5 24.5 21.0 -18.5 24.6 14.4 26.9 -4.9 8.8 7.4 11.8 15.8

Cautiously Managed 1.9 10.9 13.0 -12.3 11.5 7.1 11.8 -2.6 3.9 5.1 6.3 18.6

55 Americas 1.8 37.0 28.0 -24.9 35.5 23.3 33.6 1.5 2.1 14.1 11.8 28.8

55 Asia Pacific 10.1 14.3 10.2 -2.7 9.6 8.9 21.8 -10.8 23.8 10.4 5.7 9.2

55 Europe 17.5 10.9 18.9 -10.3 24.2 3.1 31.5 -12.2 16.4 4.8 17.5 8.6

55 Global 6.5 32.3 22.3 -19.0 29.1 18.4 28.7 -6.3 11.6 4.5 13.3 13.3

Active Fixed Income -1.9 0.2 7.1 -15.0 -3.8 3.2 5.4 0.4 -1.1 4.7 1.0 20.3

Asia Pacific Equity 9.6 12.6 7.7 -1.5 10.3 5.8 20.5 -8.7 21.8 11.4 0.8 10.5

Long Bond -4.0 -1.0 8.7 -27.2 -6.6 8.5 11.5 1.3 -1.7 6.3 1.8 28.2

Cash 1.8 3.2 2.7 -1.0 -0.9 -1.0 -0.8 -0.9 -0.8 -0.8 -0.5 -0.3

Short Duration Corporate Bond 2.9 4.2 4.4

Medium Duration Corporate Bond 2.9 4.4 8.9

Dividend Growth 5.9 15.3 12.3 -4.6 35.1 -16.1 28.5 -10.8 3.1 17.3 6.0 18.0

International Equity 5.9 27.9 22.8 -19.7 26.1 15.4 28.9 -5.5 9.3 10.0 10.7 17.7

Eurozone Equity 24.7 11.0 20.6 -13.1 23.4 5.0 26.0 -12.1 14.3 5.0 11.7 4.3

Indexed Australasia Property 15.4 -4.7 -5.9 -7.9 13.4 -16.7 17.3 2.7 3.5 11.0 2.4 26.1

Indexed European (Ex-UK) Property 8.1 -1.2 17.4 -37.6 8.6 -9.3 23.8 -6.6 14.4 3.9 16.6 20.6

Indexed Global Energy and Metals 13.3 14.4 -13.3 19.9 38.7 -11.4 12.4 -4.1 -5.7 21.5 -20.2 -12.4

Gold 47.6 33.2 9.4 5.7 3.6 13.0 19.7 3.0 -2.6 12.3 -2.3 12.8

Indexed Inflation Linked Bond 0.3 -0.3 5.1 -10.4 6.0 2.3 6.0 -2.2 0.6 3.4 0.1 4.6

Protected 70 0.3 17.2 10.3 -15.8 17.9 4.1 17.7 -6.1 4.7 1.4 6.4 10.4

Protected 80 -0.2 12.7 6.8 -12.1 12.4 1.3 10.4 -5.1 2.2 -0.3 4.2 7.1

Global Corporate Bond (J.P Morgan) 4.1 2.2 6.0 -16.3 -2.8 6.8 9.4 -5.2 3.5 3.2 -0.7 7.2

Global Government Bond (J.P Morgan) 1.5 -0.5 3.1 -14.0 -4.1 4.9 3.9 -1.0 0.1 1.3 0.6 8.1

Emerging Market Opp (J.P Morgan) 21.8 11.1 2.3 -21.3 0.8 8.7 27.6 -9.7 28.6 17.1 -11.5 12.5

Dynamic Diversified Growth (Blackrock) 10.7 6.0 4.6 -11.2 3.6 7.4 9.2 -4.4 6.8 -2.5 -1.7 5.1

American Select (Columbia Threadneedle) -2.7 27.3 19.0 -18.5 30.9 14.9 36.2 -1.3 6.3 17.5 9.9 21.3

European Select (Columbia Threadneedle) 5.1 6.8 22.0 -21.8 26.2 9.3 33.7 -11.0 13.9 0.1 13.9 12.9

Global Select (Columbia Threadneedle) 0.3 26.2 23.7 -20.3 22.3 11.1 38.9 -7.5 14.1 9.0 12.1 17.1

Indexed TopTech 100 6.5 34.6 49.8 -30.5 39.5 34.6 41.0 3.9 15.9 9.8 21.4 34.7

Indexed Commodities 3.6 10.7 -11.1
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