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Northern Trust Asset Management’s Asset Allocation Committee 
tilts its real assets exposure in favor of infrastructure.  The 
committee added 2% to Global Listed Infrastructure (GLI), funded by a 2% 
reduction to Global Real Estate. The trade leaves the total allocation to real 
assets unchanged, but it tilts the sectoral preference even further toward GLI. 
In April, GLI captured only about 65% of the global equity market drawdown. 
Recognizing that it held up relatively well, the committee brought its slight 
overweight to GLI to equal-weight versus the strategic benchmark in order to 
lock in the relative outperformance. Since then, the U.S. equity market – and 
cyclical sectors in particular – have notably rebounded. The committee 
believes it’s a better time to start to rebuild its tactical preference for GLI. It 
started to do so last month, and this month’s moves reflect a continuation of 
that view. It comes at the expense of Global Real Estate, which has less 
Artificial Intelligence (AI) exposure and is more economically sensitive. 

U.S. recession odds are now a coin flip. The committee slightly reduced 
its scenario-implied odds of a U.S. recession to 50/50. When the committee 
last met in May, it assigned 60% odds to a U.S. recession, however, since then 
there have been a few incrementally supportive developments on the policy 
front. Most importantly, the U.S. and China agreed to a 90-day reduction in 
tariffs that lowered the U.S. reciprocal tariff on China imports from 125% to 
10%. This helps reduce the total effective tariff rate from ~27% to ~15%, which 
shaves some left-tail economic risk for now. Separately, Congress also 
released an initial version of its fiscal package, the “One Big Beautiful Bill Act 
of 2025”. The details suggest a boost to economic growth that picks up in 2026 
and 2027 as tax cuts take effect, however, the fiscal impulse is mitigated by 
tariffs, low fiscal multipliers, and the potential for higher yields to compensate 
for inflation risk and fiscal uncertainty. Regarding trade policy, temporary tariff 
reprieves can be backtracked, more sectoral tariffs are likely on the way, and 
uncertainty is likely to remain elevated. Taken together, the committee believes 
recent developments warrant trimming versus reversing the odds of negative 
economic growth, and Supply Restraint remains the highest-odds scenario.

Tech could help investors look past a U.S. growth slowdown. 
Barring a major economic slowdown, which is a possibility given some 
economic supports (e.g., looser financial conditions) and a still very fluid policy 
backdrop, investors may look through near-term economic headwinds. The 
“Magnificent 7” has accounted for over 60% of the second quarter gain in U.S. 
stocks so far, a key reason that the broader U.S. market has recovered 
ground. The committee believes this could continue, but does not feel it is a 
good environment to take a sizeable tactical position in U.S. Equities in either 
direction. Instead, the committee believes GLI can be a good hedge against a 
continued AI-powered rally as the asset class holds data centers, power 
producers, and other companies well-positioned to the AI theme. It is more 
defensive than a pure play through U.S. Equities and it has also been 
screening well from a momentum lens. The committee preferred to fund it with 
Global Real Estate, which the committee expects to underperform versus GLI 
amid heightened economic risk. Plus, Global Real Estate is not expected to 
benefit from tech advancements to the same degree.

Tactical decision: +2% Global Listed Infrastructure, -2% Global Real Estate.

High Level Summary:
Positioning Scenarios
Supply Restraint (40% probability): Supply-
side shocks from higher tariffs in addition to 
broader policy uncertainty weigh on consumer 
and corporate activity while halting the 
disinflationary process until a recession takes 
shape. 

Stagflation (10% probability): Initially similar 
to the Supply Restraint scenario, but the rise in 
inflation is more persistent. As a result of 
slower monetary policy support, the recession 
is deeper and longer.

Soft Landing (35% probability): Global 
growth slows but remains positive via two 
potential paths: i) tariff policy eases; ii) the U.S. 
economy is more resilient than expected and 
avoids a major deterioration in the consumer 
backdrop.

Reflation (15% probability): Policies of the 
U.S. administration have a net stimulative 
effect, leading to above-trend growth, 
persistent inflation and a pause in the Fed 
rate-cutting cycle.
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Risk Assets: For long-term capital appreciation.

Risk Control Assets: For reducing volatility.

NORTHERN TRUST ASSET MANAGEMENT
ASSET ALLOCATION VIEWPOINTS & PORTFOLIO POSITIONING

Unless otherwise noted, the statements expressed herein are solely the opinions 
of Northern Trust. Northern Trust does not make any representation, assurance, 
or other promise as to the accuracy, impact, or potential occurrence of any 
events or outcomes expressed in such opinions.

Source: Northern Trust Investment Strategy
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Equity 85% +2% 68% +2% 51% 51% +2% 32% +2% 7% +2%

U.S. Equities 52% 0% 42% 0% 25.5% 31% 0% 19% 0% 3% 0%

Dev. ex-U.S. 
Equities 24% +2% 19% +2%

25.5%
15% +2% 10% +2% 3% +2%

Emerging Markets 
Equities 9% 0% 7% 0% 5% 0% 3% 0% 1% 0%

Real Assets 7% -2% 9% +1% 8% 7% +1% 4% +1% 1% +1%

Natural Resources 1% -2% 2% 0% 2% 2% 0% 1% 0% 0% 0%

Global Real Estate 0% -3% 1% -2% 3% 0% -2% 0% -1% 0% 0%

Global Listed 
Infrastructure 6% +3% 6% +3% 3% 5% +3% 3% +2% 1% +1%

High Yield Bonds 8% 0% 6% 0% 21% 4% 0% 3% 0% 0% 0%

Investment Grade 
Bonds 0% 0% 14% -5% 19% 34% -5% 56% -5% 85% -5%

U.S. Investment 
Grade 0% 0% 7% -5% 12% 20% -5% 35% -5% 54% -5%

TIPS (Inflation-
Linked Bonds) 0% 0% 7% 0% 7% 14% 0% 21% 0% 31% 0%

Cash & Short-Term 0% 0% 3% +2% 1% 4% +2% 5% +2% 7% +2%
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The Benchmark is a blend of MSCI ACWI and Bloomberg US Aggregate Bond Index. The MSCI ACWI Index is a free float-adjusted market 
capitalization weighted index that is designed to measure the equity market performance of developed and emerging markets. The Bloomberg 
US Aggregate Bond Index is an unmanaged index of prices of US dollar-denominated, fixed rate, taxable, investment grade fixed income 
securities with remaining maturities of one year and longer. An investment cannot be made directly in an index.

The Growth with Enhanced Income benchmark includes a 15% allocation to the Bloomberg US High Yield 2% Issuer Cap, which is an issuer-
constrained version of the Bloomberg US Corporate High Yield Index that measures the market of US dollar-denominated, noninvestment-
grade, fixed rate, taxable corporate bonds. The index limits the exposure of each issuer to 2% of the total market value.

Portfolio Weight represents the current target weights, given our most recent outlook for the capital markets over the next twelve months. 
These weights are subject to change. Actual client account weights may vary.

Over/Underweight represents the portfolio weight  relative to the strategic asset allocation weights, which form the baseline portfolio 
allocations. The portfolio weights for Growth with Enhanced Income follow a slightly different allocation process.

ASSET ALLOCATION WEIGHTS
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IMPORTANT DISCLOSURES
Northern Trust Investments, Inc. (NTI) is an investment adviser registered with the Securities Exchange Commission under the Investment 
Advisers Act of 1940. The company manages a variety of portfolios utilizing stocks, bonds, and exchange-traded funds (ETFs). 

This document may not be edited, altered, revised, paraphrased, or otherwise modified without the prior written permission of Northern 
Trust Asset Management (NTAM). The information contained herein is intended for use with current or prospective clients of Northern Trust 
Investments, Inc (NTI) or its affiliates. The information is not intended for distribution or use by any person in any jurisdiction where such 
distribution would be contrary to local law or regulation. Northern Trust Asset Management’s (NTAM)  and its affiliates may have positions in 
and may effect transactions in the markets, contracts and related investments different than described in this information. This information 
is obtained from sources believed to be reliable, its accuracy and completeness are not guaranteed, and is subject to change. Information 
does not constitute a recommendation of any investment strategy, is not intended as investment advice and does not take into account all 
the circumstances of each investor. This report is provided for informational purposes only and is not intended to be, and should not be 
construed as, an offer, solicitation or recommendation with respect to any transaction and should not be treated as legal advice, investment 
advice or tax advice. Recipients should not rely upon this information as a substitute for obtaining specific legal or tax advice from their own 
professional legal or tax advisors. References to specific securities and their issuers are for illustrative purposes only and are not intended 
and should not be interpreted as recommendations to purchase or sell such securities. Indices and trademarks are the property of their 
respective owners. Information is subject to change based on market or other conditions.

All securities investing and trading activities risk the loss of capital. Each portfolio is subject to substantial risks including market risks, 
strategy risks, advisor risk, and risks with respect to its investment in other structures. There can be no assurance that any portfolio 
investment objectives will be achieved, or that any investment will achieve profits or avoid incurring substantial losses. No investment 
strategy or risk management technique can guarantee returns or eliminate risk in any market environment. Risk controls and models do not 
promise any level of performance or guarantee against loss of principal. Any discussion of risk management is intended to describe 
NTAM’s efforts to monitor and manage risk but does not imply low risk. 

Past performance is not a guarantee of future results. Performance returns and the principal value of an investment will fluctuate. 
Performance returns contained herein are subject to revision by NTAM. Comparative indices shown are provided as an indication of the 
performance of a particular segment of the capital markets and/or alternative strategies in general. Index performance returns do not reflect 
any management fees, transaction costs or expenses. It is not possible to invest directly in any index. Net performance returns are reduced 
by investment management fees and other expenses relating to the management of the account. Gross performance returns contained 
herein include reinvestment of dividends and other earnings, transaction costs, and all fees and expenses other than investment 
management fees, unless indicated otherwise. For additional information on fees, please refer to Part 2A of the Form ADV or consult an 
NTI representative.

During the periods shown herein, NTI did not necessarily manage any investment portfolio with an allocation similar to that of the 
hypothetical portfolio.  The hypothetical portfolio is not indicative of the future performance of any actual investment portfolio.

Forward-looking statements and assumptions are NTAM’s current estimates or expectations of future events or future results based upon 
proprietary research and should not be construed as an estimate or promise of results that a portfolio may achieve.  Actual results could 
differ materially from the results indicated by this information. 

This information is intended for purposes of NTI and/or its affiliates marketing as providers of the products and services described herein 
and not to provide any fiduciary investment advice within the meaning of Section 3(21) of the Employee Retirement Income Security Act of 
1974, as amended (ERISA). NTI and/or its affiliates are not undertaking to provide a recommendation or give investment advice in a 
fiduciary capacity to the recipient of these materials, which are for marketing purposes and are not intended to serve as a primary basis for 
investment decisions. NTI and/or its affiliates may receive fees and other compensation in connection with the products and services 
described herein as well as for custody, fund administration, transfer agent, investment operations outsourcing, and other services 
rendered to various proprietary and third-party investment products and firms that may be the subject of or become associated with the 
services described herein.

Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, Northern 
Trust Fund Managers (Ireland) Limited, Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 South Capital Advisors, 
LLC, , Northern Trust Asset Management Australia Pty Ltd, and investment personnel of The Northern Trust Company of Hong Kong 
Limited and The Northern Trust Company. 

NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE
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