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Geopolitics is no longer a background variable, 
but a key driver of macro outcomes, market 
dispersion, and investment opportunity.

THOMAS MUCHA
Geopolitical Strategist, Wellington Management 
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Geopolitics and Direction of US Exceptionalism
Fragmentation produces dispersion, not collapse

What are the implications 
for asset allocation?

How is the geopolitical 
backdrop evolving today?

What helped develop 
US exceptionalism over 

the last century? 

PAST PRESENT PORTFOLIO



5PCS202602-3158585_2

What does all this military spending give you?
Advantages beyond direct military power

Deep, liquid ,and independent capital 
markets to support 
growth, reward innovation, 
and bolster US currency 
reserve status

World-leading research institutions to 
benefit US 
military & economic  
capabilities, while attracting 
“best and “brightest” globally

Protection of the global commons, trade 
routes & enforcement of “rules-based  
order” that makes globalization possible

Global alliances & unmatched 
combined military, diplomatic 
and economic capabilities to 
promote global stability
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Geopolitics
US dominance hasn’t been accidental

Enabled and supported global 
stability
• Trade
• Capital formation
• Dollar reserve status
• Globalisation

United States 
Unmatched Dominance
• Military and Diplomatic 
• Institutional and 

Economic Capacity

US 
exceptionalism 
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Stability fracturing
Governance Indicators deteriorating 

Source: Wellington Management, Refinitiv | Monthly data from January 2000 – 2025

United States: World governance indicators (percentile ranking)

Control of corruption Government effectiveness Political stability and absence of violence

Rule of law Regulatory quality Voice and accountability
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Investment Insights
Governance Indicators deteriorating 

Sources: International Rescue Committee; ACLED; Caldara & Iacoviello, Board of Governors of the Federal Reserve System. | Views are as of the date indicated, are  based on available information, and are subject to change without notice. Individual portfolio 
management teams may hold different views and may make different investment decisions for different clients. This material is not intended to constitute investment advice or an offer to sell, or the solicitation of an offer to purchase shares or other securities.
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Investment Insights
How will geopolitical risk impact markets?

Sources: International Rescue Committee; ACLED; Caldara & Iacoviello, Board of Governors of the Federal Reserve System. | Views are as of the date indicated, are  based on available information, and are subject to change without notice. Individual portfolio 
management teams may hold different views and may make different investment decisions for different clients. This material is not intended to constitute investment advice or an offer to sell, or the solicitation of an offer to purchase shares or other securities.

ACLED Conflict index
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Geopolitics
Structural backdrop fracturing

F R A G M E N TAT I O N  P R O D U C E S  D I S P E R S I O N ,  N OT  C O L L A P S E

Stable Global Order
• US-led, rules-based system
• Strong global co-operation
• Free flow of trade and innovation
• Structural economic stability

Multipolar & Fragmented System
• Weakened US structural advantage
• Rising geopolitical conflict
• Trade and policy fragmentation
• Elevated volatility, lower predictability



US Exceptionalism – Equity Lens
F R A G M E N TAT I O N  P R O D U C E S  D I S P E R S I O N ,  N O T  C O L L A P S E
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What is ‘US Exceptionalism?’
Why does it matter? 
What does it mean if the future is different than the past?

Sources: Wellington Management, Refinitiv | As of December 2025 | Total excess returns (over US 3m cash) ranked on 1 year rolling basis, where green indicates top rank, red indicates bottom rank | Views are as of the date indicated, are based on available 
information, and are subject to change without notice. Individual portfolio management teams may hold different views and may make different investment decisions for different clients. This material is not intended to constitute investment advice or an offer to 
sell, or the solicitation of an offer to purchase shares or other securities. | Data from 31 January 1997 – 31 December 2025 

Ranked: 1 year rolling asset class excess returns 2009 -- 20??: Untouchable US exceptionalism

US equities

European equities

Japanese equities

EM equities
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DM IG

Global HY

EM debt
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US Exceptionalism – Higher returns and expanding margins
Led by tech, US corporations have expanded returns on an absolute and 
relative basis

Source: Calculated by FactSet, June 2005 – May 2025

US ‘exceptional’ EPS growth…and NOT just tech 
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What makes the US Equity Market unique?
The US’s innovation edge is not limited to public markets

Source: CB Insights, Andrew Barnett/WSJ. Data as at 7 January 2025.  Note: Stripe is headquartered in both Dublin and San Francisco and its value is split between the EU and US; combined values exclude companies valued under US$1 billion

Privately held technology companies valued over $1 billion

U.S., 90 Companies
Combined value: $2.53 trillion

China, 162 companies
Combined value: $702.46 billion

EU, 107 companies
Combined value: $333.38 billion

Valuation
$200B

$100B
$50B
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US Exceptionalism - US market composition increasingly attractive
Innovation + high FCF = Excess returns

Source: Haver Analytics, FactSet, Bofa US equity & Quant Strategy (asset light/innovation – tech, Comm. Services ex – telecom & Health care, 
Consumer – staples/discretionary, manufacturing/asset intensive/capex = industrials, materials, energy utilities, telecom)

Composition of S&P 500 have evolved dramatically over past 55 Ayears

Exhibit 21: S&P = 50% asset light vs. 70% manufacturing in 1980

% of S&P 500 market cap by sector
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US Exceptionalism - US market composition increasingly attractive
Innovation + high FCF = Excess returns

Source: Chart 1: Bank of America, Haver Analytics, Calculated by FactSet as of 31 October 2025. Chart 2: Goldman Sachs Investment Research, Datastream, Worldscope as of May 2025 Source: Chart 3: Calculated by FactSet as of 31 October 2025. 

Capital light consistently outperforms capital intensive

5 big tech companies plan on spending $500+ 
billion on capex in 2026
and we expect result to be even higher
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US Exceptionalism - US equities have become THE game in town
…but did we hit peak exceptionalism at the start of 2025???

Sources: FactSet, MSCI

Exhibit 3: MSCI USA as % of MSCI all Country World index 

MSCI USA as % of MSCI AC World

???
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US Exceptionalism – Is there a wider opportunity set
Is market leadership changing?

Sources: Wellington Management, Refinitiv, IBES | Trailing annualized EPS growth from 31 December 2022 through 31 December 2025 from IBES. Next 12-month forward EPS growth from December 2025 from IBES | Indices: MSCI USA, MSCI Europe, MSCI Japan, 
MSCI Emerging Markets, Russell 2000. All in USD except Japan which is only available in local currency | Views are as of the date indicated, are  based on available information, and are subject to change without notice. Individual portfolio management teams may 
hold different views and may make different investment decisions for different clients. This material is not intended to constitute investment advice or an offer to sell, or the solicitation of an offer to purchase shares or other securities

Equity markets: Realized and forecast earnings growth (% annualized)
A S S E T  A L L O C AT I O N  
C O N S I D E R AT I O N S

• US and Global Small Caps

• Emerging markets and 

European equities

• Private Equity focused on 

Technological Innovation 

globally



US Exceptionalism – Fixed Income Lens
F R A G M E N TAT I O N  P R O D U C E S  D I S P E R S I O N ,  N O T  C O L L A P S E
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Diversification ≠ dethronement: USD remains 
the core reserve asset

Sources: Wellington Management, International Monetary Fund (IMF), Currency Composition of Official Foreign Exchange Reserves (COEFR), Quarterly Data. 

Global FX reserve composition by quarter
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Things are afoot underneath the surface…

Source: Council of Foreign Affairs
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Laying the infrastructure

Source: Council of Foreign Affairs

China Swap Lines
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Need more debt…
The US provides a depth and liquidity that’s difficult to replicate

Sources: BIS as of YE 2024, LSEG Data & Analytics; Board staff calculations
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Implications for Fixed Income Portfolios
Lean into dynamic allocations that can exploit dispersion

1Versus duration-equivalent US Treasuries | Source: Wellington Management | The team simulates forward-looking excess return and volatility expectations based on an analysis of historical return and volatility characteristics. The resulting forecasts are considered 
along with other fundamental and technical data points to determine which sectors appear attractive. | Wellington Management determined the outlook above based on its views and not necessarily based on objective market data. There can be no assurance that 
such information has been correctly determined and nothing herein is intended to be a projection or assurance of performance of any portfolio, market or asset class. | For illustrative purposes only. Not representative of an actual investment. | Results are 
presented gross of any fees and expenses as these are not products managed or proposed to be managed by Wellington. PAST INDEX OR THIRD PARTY PERFORMANCE DOES NOT PREDICT FUTURE RETURNS. | Please refer to the ‘Fixed income sector outlook -
additional disclosure” page for further information.

US HY

US Bank Loans EM HY Corporates

European High Yiled

US BB Corporates

CDX HY

Preferreds/Hybrids

CoCos

iTraxx XO

US BB Bank Loans

US Short HY
BB CLOs

EMD Sovereigns
BBB CLOs

Aircraft ABS

Asia HY

EMBI GD BB/B

US CCC Corporates

Convertibles

CRT M2
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A S S E T  A L L O C AT I O N  
C O N S I D E R AT I O N S

• Increased Global Bond Exposure

• Consider EM Hard and Local Ccy 

Debt Exposure

• Macro Hedge Fund Exposure –

Rates/FX RV

• Dynamic Unconstrained 

Fixed Income
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US Exceptionalism: Implications for Our Clients

Source: Wellington Management | For illustrative purposes only. Views are based on available information, and are subject to change without notice. Individual portfolio management teams may hold different views and may make different investment decisions for 
different clients. This material is not intended to constitute investment advice or an offer to sell, or the solicitation of an offer to purchase shares or other securities.

I M P L E M E N TAT I O NS O L U T I O NU S  E X C E P T I O N A L I S M

• Emerging Market Equities and 
European Equities

• US Small Cap equities 

• Global Fixed Income

• Commodities / Gold

• Defense/national security

• Underweight Dollar Assets

• Diversify outside of US Mega-cap Tech

• Increase Developed and EM Allocations

• Us exceptionalism is waning

• US equities – Private / Small Cap

• Technology equities

• Maintain US exposure to innovation – Private and Public

• Increase Exposure to Beneficiaries of Capital Flow

• Us exceptionalism is intact

• Emerging Market Equities  and Global Small Caps

• Long Short Equity and Multi-Sector Hedge Funds

• Dynamic Fixed Income / Credit

• Increase uncorrelated return streams

• Leverage wider opportunity

• Compelling allocations in both scenarios



Appendix
F R A G M E N TAT I O N  P R O D U C E S  D I S P E R S I O N ,  N O T  C O L L A P S E
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2026 Outlook Polling: Emerging Markets Outrank the US
Across retail and institutional audiences, EM equities received the top vote share

Sources: Hartford Funds 2026 Outlook Webcast (n=304) and Wellington Institutional Webinar (n=184; multi-select)
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Central banks are no longer the buyer of last resort

Sources: Datastream, global central banks, Wellington Management. | PAST PERFORMANCE DOES NOT PREDICT FUTURE RETURNS. | Data as of 30 September 2024.
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US Exceptionalism – Higher returns and expanding margins
Led by tech, US corporations have expanded returns on an absolute and 
relative basis

Source: Chart 1: Calculated by Factset June 2005 – May 2025. Chart 2: Source: Calculated by Factset. 1 January 1990 – 14 January 2026 

US ROE is >7 pp higher than other developed markets 
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Conflicts Globally
Heightened conflict and its fallout continue to pose a major risk to activity in 
all regions

Source: World Bank Global Outlook June 2025
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Need more debt…
The US provides a depth and liquidity that’s difficult to replicate

Sources: LSEG Data & Analytics; Board staff calculations
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“Be fearful when others are greedy, and greedy when others 
are fearful”
We see a buying opportunity in the US market

Sources: Economic Policy Uncertainty, Wellington Management. Data from January 1995 to March 2025. Title quote from Warren Buffett
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Important disclosures
Data sources
Bloomberg Finance L.P. – BLOOMBERG® and any Bloomberg Index are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the indices 
(collectively, “Bloomberg”) and have been licensed for use for certain purposes by Wellington Management. Bloomberg is not affiliated with Wellington Management, and Bloomberg does not approve, endorse, review, 
or recommend any Wellington Management product. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to Wellington Management products.

Bloomberg Index Services Limited – BLOOMBERG is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). BARCLAYS is a trademark and service mark of Barclays Bank PLC 
(collectively with its affiliates, “Barclays”), used under license. Bloomberg or Bloomberg’s licensor’s, including Barclays, own all proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays 
approves or endorses this material, or guarantees accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent 
allowed by law, neither shall have any liability or responsibility for injury or damages arising in connection therewith.

FTSE/Russell – Source: London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). © LSE Group. FTSE Russell is a trading name of certain of the LSE Group companies. All rights in the 
FTSE Russell indices or data vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor its licensors accept any liability for any errors or omissions in the indexes or data and no party 
may rely on any indexes or data contained in this communication. No further distribution of data from the LSE Group is permitted without the relevant LSE Group company’s express written consent. The LSE Group does 
not promote, sponsor or endorse the content of this communication.

ICE Data Indices, LLC (“ICEDATA”) – ICE data, its affiliates and their respective third party suppliers disclaim any and all warranties and representations, express and/or implied, including any warranties of merchantability 
or fitness for a particular purpose of use, including the indices, index data and any data included in, related to, or derived therefrom. Neither ICE data, its affiliates nor their respective third party suppliers shall be subject 
to any damages or liability with respect to the adequacy, accuracy, timeliness or completeness of the indices or the index data or any component thereof, and the indices and index data and all components thereof are 
provided on an “as is” basis and your use is at your own risk. ICE data, its affiliates and their respective third party suppliers do not sponsor, endorse, or recommend Wellington Management Company LLP, or any of its 
products or services.

J.P Morgan – Information has been obtained from sources believed to be reliable but J.P Morgan does not warrant its completeness or accuracy. The index is used with permission. The index may not be copied, used, or 
distributed without J.P Morgan’s prior written approval. 

MSCI – Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied warranties or representations with respect to such data (or the results to 
be obtained by the use thereof), and all such parties herby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. 
Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct, indirect, special, 
punitive, consequential or any other damages (including loss of profits) even if notified of the possibility of such damages. No further distribution or dissemination of the MSCI data is permitted without MSCI’s express 
written consent.

Refinitiv – Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written consent of Refinitiv. Refinitiv is not liable for any errors or delays in Refinitiv 
content, or for any actions taken in reliance on such content. Refinitiv’s logo is a trademark of Refinitiv and its affiliated companies.

Standards & Poor (S&P) – S&P indices are a product of S&P Dow Jones Indices LLC or its affiliates (“SPDJI”). Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”); 
Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”).
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Wellington Management Company LLP (WMC) is an independently owned investment adviser registered with the US Securities and Exchange Commission (SEC). WMC is also registered with the US Commodity Futures Trading 
Commission (CFTC) as a commodity trading advisor (CTA) and commodity pool operator (CPO). WMC serves as a CTA to certain clients including commodity pools operated by registered commodity pool operators. WMC
provides commodity trading advice to all other clients in reliance on exemptions from CTA registration. WMC serves as a CPO to Wellington sponsored pooled vehicles. WMC, along with its affiliates (collectively, Wellington 
Management), provides investment management and investment advisory services to institutions around the world. Wellington Management Group LLP (WMG), a Massachusetts limited liability partnership, serves as the 
ultimate parent holding company of the Wellington Management global organization. All of the partners are full-time professional members of Wellington Management. Located in Boston, Massachusetts, Wellington 
Management also has offices in Chicago, Illinois; New York, New York; Radnor, Pennsylvania; San Francisco, California; DIFC, Dubai; Frankfurt; Hong Kong; London; Luxembourg; Madrid; Milan; Shanghai; Singapore; Sydney; 
Tokyo; Toronto; and Zurich.  This material is prepared for, and authorized for internal use by, designated institutional and professional investors and their consultants or for such other use as may be authorized by Wellington 
Management. This material and/or its contents are current at the time of writing and may not be reproduced or distributed in whole or in part, for any purpose, without the express written consent of Wellington Management. 
This material is not intended to constitute investment advice or an offer to sell, or the solicitation of an offer to purchase shares or other securities. Investors should always obtain and read an up-to-date investment services 
description or prospectus before deciding whether to appoint an investment manager or to invest in a fund. Any views expressed herein are those of the author(s), are based on available information, and are subject to change 
without notice. Individual portfolio management teams may hold different views and may make different investment decisions for different clients. While any third-party data used is considered reliable, its accuracy is not 
guaranteed. Forward-looking statements should not be considered as guarantees or predictions of future events. Past results are not a reliable indicator of future results. Wellington assumes no duty to update any information 
in this material in the event that such information changes.

In Canada, this material is provided by Wellington Management Canada ULC, a British Columbia unlimited liability company registered in the provinces of Alberta, British Columbia, Manitoba, New Brunswick, 
Newfoundland and Labrador, Nova Scotia, Ontario, Prince Edward Island, Quebec, and Saskatchewan in the categories of Portfolio Manager and Exempt Market Dealer.  In Europe (excluding the United Kingdom and 
Switzerland), this material is provided by the marketing entity Wellington Management Europe GmbH (WME) which is authorized and regulated by the German Federal Financial Supervisory Authority (Bundesanstalt für 
Finanzdienstleistungsaufsicht – BaFin). This material may only be used in countries where WME is duly authorized to operate and is only directed at eligible counterparties or professional clients as defined under the 
German Securities Trading Act. This material does not constitute investment advice, a solicitation to invest in financial instruments or information recommending or suggesting an investment strategy within the meaning 
of Section 85 of the German Securities Trading Act (Wertpapierhandelsgesetz).  In the United Kingdom, this material is provided by Wellington Management International Limited (WMIL), a firm authorized and regulated 
by the Financial Conduct Authority (FCA) in the UK (Reference number: 208573). This material is directed only at eligible counterparties or professional clients as defined under the rules of the FCA.  In Switzerland, this 
material is provided by Wellington Management Switzerland GmbH, a firm registered at the commercial register of the canton of Zurich with number CH-020.4.050.857-7. This material is directed only at Qualified 
Investors as defined in the Swiss Collective Investment Schemes Act and its implementing ordinance.  In Dubai, this material is provided by Wellington Management (DIFC) Limited (WM DIFC), a firm registered in the DIFC
with number 7181 and regulated by the Dubai Financial Services Authority (“DFSA”). To the extent this document relates to a financial product, such financial product  is not subject to any form of regulation or approval by 
the DFSA. The DFSA has no responsibility for reviewing or verifying any prospectus or other documents in connection with any financial product to which this document may relate. The DFSA has not approved this 
document or any other associated documents nor taken any steps to verify the information set out in this document, and has no responsibility for it. Any financial product to which this document relates may be illiquid 
and/or subject to restrictions on its resale. Prospective purchasers should conduct their own due diligence on any such financial product. If you do not understand the contents of this document you should consult an 
authorised financial adviser. This document is provided on the basis that you are a Professional Client and that you will not copy, distribute or otherwise make this material available to any person.  In Hong Kong, this 
material is provided to you by Wellington Management Hong Kong Limited (WM Hong Kong), a corporation licensed by the Securities and Futures Commission to conduct Type 1 (dealing in securities), Type 2 (dealing in 
futures contracts), Type 4 (advising on securities), and Type 9 (asset management) regulated activities. By accepting this material you acknowledge and agree that this material is provided for your use only and that you 
will not distribute or otherwise make this material available to any person. Wellington Private Fund Management (Shanghai) Limited (WPFM), which is an unregulated entity incorporated in China, is a wholly-owned 
subsidiary of WM Hong Kong. Wellington Global Private Fund Management (Shanghai) Limited (WGPFM) is a wholly-owned entity and subsidiary of WPFM and is registered as a private fund manager with Asset 
Management Association of China to conduct qualified domestic limited partnership and management activities. In mainland China, this material is provided for your use by WPFM, WGPFM, or WMHK (as the case may 
be).  In Singapore, this material is provided for your use only by Wellington Management Singapore Pte Ltd (WM Singapore) (Registration Number 201415544E). WM Singapore is regulated by the Monetary Authority of 
Singapore under a Capital Markets Services License to conduct fund management activities and deal in capital markets products, and is an exempt financial adviser. By accepting this material you represent that you are a 
non-retail investor and that you will not copy, distribute or otherwise make this material available to any person.  In Australia, Wellington Management Australia Pty Ltd (WM Australia) (ABN 19 167 091 090) has 
authorized the issue of this material for use solely by wholesale clients (as defined in the Corporations Act 2001). By accepting this material, you acknowledge and agree that this material is provided for your use only and 
that you will not distribute or otherwise make this material available to any person.  In Japan, Wellington Management Japan Pte Ltd (WM Japan) (Registration Number 199504987R) has been registered as a Financial 
Instruments Firm with registered number: Director General of Kanto Local Finance Bureau (Kin-Sho) Number 428. WM Japan is a member of the Japan Investment Advisers Association (JIAA), the Investment Trusts 
Association, Japan (ITA) and the Type II Financial Instruments Firms Association (T2FIFA).WM Hong Kong and WM Japan are also registered as investment advisers with the SEC; however, they will comply with the 
substantive provisions of the US Investment Advisers Act only with respect to their US clients.

©2025 Wellington Management LLP. All rights reserved. | As of 1 July 2025

Important Notice
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