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A Whiff of 
Stagflation
By Michael Crook, Chief Investment Officer

Economic and financial conditions are favorable for 
risk assets, but markets have already discounted a 
positive outlook. Policy uncertainty makes it chal-

lenging to pinpoint exactly where we are in the market 
cycle, but:

•  Inflation remains stubbornly above 2%, and is no lon-
ger trending downward,

•  The labor market has slowed,

•  Financial conditions remain loose:

■■ 	Global equity markets are at all-time highs,

■■ 	Credit spreads are near all-time lows,

■■ 	The initial public offering (IPO) market is wide 	
open, as are public and private debt markets, and

•  Government spending will be a tailwind to growth in 
the US and Europe for the next four years.

The Federal Reserve faces a tug-of-war between weak-
ening labor markets and sticky inflation. They appear 
ready to support economic growth at the risk of further 
exacerbating inflation, and recent economic data al-
ready has a whiff of stagflation.

We believe the addition of monetary stimulus to current 
conditions will support the risk-on environment, at least 
until rising inflation takes away the punch bowl.

Inflation is too high and the economy is slowing

Half of the Federal Open Market Committee’s (FOMC’s) 
mandate is stable prices, defined as 2% inflation by the 
Personal Consumptions Expenditures Index (PCE). This 
measure of inflation continues to run at 2.5% year-over-
year (Fig. 1, next page). The downward trend in inflation 
ended in fall 2024, and inflation appears to be stuck at 
about 0.5% above the Fed’s target.

Since inflation remains too high, the Fed has leaned on 
labor market weakness to justify cuts. Payroll growth 
has declined significantly this year (Fig. 2, next page) 
and the Bureau of Labor Statistics also recently re-
ported that the April 2024–March 2025 numbers are 
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likely to be reduced by nearly 1 million jobs. However, the 
recent decline in payroll growth comes against a decline 
in net monthly immigration from 250,000 per month to 
50,000 or less, so payroll numbers should be viewed in the 
context of that decrease.

Economists speak in terms of “breakeven” payroll growth, 
which is the level of payroll growth needed to support the 
growth in the labor force. Macro Research Board,1 an inde-
pendent research firm, believes breakeven monthly payroll 
growth has fallen to 55,000 or lower. AEI,2 a policy think 
tank, believes it has fallen to 40,000–70,000 assuming im-
migration enforcement actions continue. 

We don’t put high confidence in any estimates of break-
even payroll growth right now. Net immigration has clearly 
declined, but it’s impossible to know by exactly how much, 
and therefore hard to know what to make of the current la-
bor market. Our trusty lodestar, aggregate income growth 
(monthly growth in total payrolls for the US), has also 
slowed, as we’d expect based on fewer workers entering the 
US economy.

Financial conditions are loose

While economic data might be sending mixed signals, finan-
cial markets are not. Investors are optimistic about the fu-
ture and pricing financial instruments accordingly. 

We can make this point about financial conditions suc-
cinctly. Global equity markets are at all-time highs. Equity 
valuations are near all-time highs (Fig. 3). The IPO market is 
open and back to pre-COVID volume. Ditto for merger and 
acquisition activity. Credit spreads remain very low and gold 
has hit new highs, as has Bitcoin. These are all indications 
of abundant liquidity and optimism that are not commensu-
rate with tight monetary policy or a pending recession.

The animal spirits of markets are frequently wrong, but sig-
nificant pessimism should be balanced against the reality 
that markets are nonplussed and pricing in a constructive 
future. We’ve written multiple times that all-time highs are 
generally good times, not bad times, to put money to work 
in equity markets, and this perspective should function as a 
counterbalance in bearish investors’ minds.

1 MRB Partners, “U.S.: How Does Hiring Stack Up Against the 
Break-Even Rate?,” Aug. 28, 2025.

2 AEI Economic Perspectives, “Immigration Policy and Its Macro-
economic Effects in the Second Trump Administration,” July 2025. 

Source: Bloomberg, Mill Creek. Data as of 8/31/25.

Fig. 1: Year-over-year PCE inflation

Source: Bloomberg, Mill Creek. Data as of 8/31/25. 

Fig. 2: Monthly nonfarm payroll growth (thousands)

Lorem

Source: Bloomberg, Mill Creek. 

Fig. 3: S&P 500 price and valuation, 1995–September 29, 2025

Lorem

https://millcreek.com/perspectives/charts-of-the-week-the-labor-market-is-slowing/
https://millcreek.com/perspectives/we-should-wait-for-a-pullback/
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Are current policy rates restrictive? 

In making a pivot toward lowering policy rates, Fed Chair-
man Jerome Powell said the following at Jackson Hole: 

Our policy rate is now 100 basis points closer to neutral 
than it was a year ago, and the stability of the unemploy-
ment rate and other labor market measures allows us to 
proceed carefully as we consider changes to our policy 
stance. Nonetheless, with policy in restrictive territory, 
the baseline outlook and the shifting balance of risks may 
warrant adjusting our policy stance.

This is a seemingly banal claim with huge implications. Neu-
tral is the average policy rate that results in stable 2% infla-
tion and full employment over the course of an economic 
cycle. The Fed believes it is 2.5% (i.e., a fed funds rate of 
2.5%), which assumes they hit their 2% inflation target. 
We’re at 4–4.25% now, which implies that yes, the Fed is 
restrictive because the actual rate is higher than the neutral 
rate.

But what if neutral isn’t 2.5%? Fed economists are not or-
acles, and the history of the Fed is a history of policy mis-
takes driven by forecasting hubris. Treasury market partici-
pants are pricing neutral at 4.8%, which means, as far as 
“the market” is concerned, the Fed is already accommoda-
tive and potentially adding fuel to the inflation fire by low-
ering the fed funds rate. We can see clues to this effect in 
that gold prices increased after the “Powell Pivot” at Jack-
son Hole (Fig. 4).

Portfolio context

Current economic conditions, coupled with stimulative mon-
etary and fiscal policies, provide a supportive backdrop for 
risk assets over the next 6–12 months. However, ongoing 
policy uncertainty and stretched valuations keep us from 
adding to risk assets, and we believe rising long-term bond 

yields and inflation expectations could become a headwind 
for markets sometime in the next 12 months.

Despite expensive valuations and a slowing labor market, 
we believe there are plenty of opportunities for investors 
in today’s markets. Our target asset allocation strategy re-
mains underweight fixed income, overweight alternative in-
come strategies, and neutral equity. We also believe inves-
tors should allocate to private equity and value add private 
real estate. The coming reduction in short-term policy rates 
bodes well, in particular, for certain real estate strategies.

Within equities we are neutral to the US and international 
versus the MSCI All Country World Index (ACWI), respec-
tively, and have an overweight to mid- and small-cap ver-
sus large-cap within the US. Mike LoCasale’s article (p. 9), 
Emerging Markets in Focus, looks at  some of the reasons for 
recent emerging market outperformance. 

We continue to find opportunities in alternative invest-
ments. For example, the artificial intelligence Cap Ex boom 
has reached farmland. Data center developers are paying 
$75,000 to $200,000 per acre for farmland, a 10-18x multi-
ple of farm acreage prices just a few years ago. Even a limited 
number of sales to data centers would represent a significant 
return to our farmland exposure. 

Industrial outdoor storage (IOS) represents another good ex-
ample. IOS are zoned properties often used for the storage 
of vehicles, heavy construction equipment, building materi-
als and shipping containers. IOS is a highly fragmented mar-
ket with limited institutional ownership. Demand for these 
assets has been growing due to steady rent growth, low va-
cancy, triple net leases, and the ability to acquire IOS assets 
at 100-250 bps spread over traditional industrial assets. Si-
multaneously, supply of IOS assets has been constrained by 
zoning restrictions. Municipalities have limited new develop-
ment due to concerns about truck traffic, lower tax revenue, 
and not-in-my-backyard (NIMBY) community opposition. 
Our target asset allocations can be found on page 4.

Related commentaries

•  Investment Implications of Fiscal Dominance

•  The Labor Market is Slowing

•  Artificial Intelligence is Leading a CapEx Boom

•  Investment Implications of Powell’s Jackson Hole Speech

•  Four Charts that Explain Gold’s Rally

Fig. 4: Gold price (July 1–September 10, 2025)

Source: Bloomberg, Mill Creek.

https://millcreek.com/perspectives/investment-implications-of-fiscal-dominance/
https://millcreek.com/perspectives/charts-of-the-week-the-labor-market-is-slowing/
https://millcreek.com/perspectives/charts-of-the-week-artificial-intelligence-is-leading-a-capex-boom/
https://millcreek.com/perspectives/investment-implications-of-powells-jackson-hole-speech/
https://millcreek.com/perspectives/four-charts-that-explain-golds-rally/
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Tactical Positioning Preferences
60/40 Policy Taxable Private Client (taxable) 60/40 Policy Tax Exempt Institutional (tax-exempt)

Public Equity 60% 50% 60% 50%

US Large-Cap 32.4% 25.0% 32.4% 25.0%

US Mid- and Small-Cap 6.4% 8.3% 6.4% 8.3%

International Developed 16.7% 13.7% 16.7% 13.7%

International Emerging Markets 4.6% 3.0% 4.6% 3.0%

Fixed Income 40% 22.5% 40% 22.5%

US Investment Grade Taxable 40.0% 22.5%

Short-term Tax Exempt 15.3% 7.2%

Intermediate Tax Exempt 23.6% 8.1%

Long-term Tax Exempt 1.0% 7.2%

Private Alternative Investment — 12.5% — 12.5%

Private Asset-Backed Lending 7.6% 7.6%

US Farmland & Core Real Estate 2.9% 2.9%

Lower Middle Market Direct Lending 1.0% 1.0%

Specialty Finance 1.0% 1.0%

Private Equity — 10% — 10%

Buyout 4% 4%

Growth Equity 0.5% 0.5%

Venture Capital 2% 2%

Coinvest 4% 4%

Private Real Estate — 5% — 5%

Value Add 3.5% 3.5%

Opportunistic 1.5% 1.5%

Note: Estimated returns are based on Mill Creek’s proprietary Capital Market Assumptions. Mill Creek Capital Advisors’ (MCCA) Capital Market Assumptions are forward-looking risk, 
return, and correlation estimates for a range of broad asset classes. They are created using a quantitative and qualitative process that incorporates current global economic and  
financial market conditions, market-derived forecasts, and proprietary forecasts developed by the Mill Creek Investment Strategy Team. Our Capital Markets Assumptions reflect our 
forward-looking views for one market cycle, which MCCA defines as a bull and bear market. The duration of a market cycle has historically ranged from 2-15 years but are typically 
5-10 years in length. The broad asset classes are not representative of any MCCA investment asset allocation strategies and are used to represent general ranges of risk taking.

Source: Information provided by prospective client; Mill Creek Capital proprietary Capital Market Assumptions. Please refer to disclosure for additional assumptions. Net-of-fee  
returns assume estimated fees totaling 60 bps. Efficient frontier depicts estimated gross-of-fee risk and return.



5     Mill Creek Capital Advisors    Quarterly Outlook  

  Artificial intelligence (AI)

AI investment is projected to contribute more to GDP in 2025 than consumer spending  
and represents more than 30% of S&P 500 capex.

■■ 	Over 30% of the exposure in our public equity portfolio is AI related

■■ 	We have invested in energy infrastructure, an important component of the AI buildout, 
in our PE funds

  Fiscal dominance 

Unsustainable federal deficits and debt cost will likely result in subordinating monetary 
policy to fiscal needs. Higher trend inflation is likely.

■■ 	We are underweight fixed income as the bond market has yet to price in future bouts of 
“unexpected” inflation

■■ 	Over 20% of our target portfolio is invested in non-dollar assets

■■ 	Farmland and core real estate, which comprise about 20% of our alternative income 
strategy, are traditional inflation hedges 

  Real estate

The US has a housing shortage of about 3 million homes and higher interest rates  
have made capital-intensive industrial development prohibitive.

■■ 	We are allocating to niche strategies like build-to-rent that will benefit from supply  
scarcity in 2026–2029

■■ 	Value-add industrial strategies are also attractive, as the bulk of committed capital  
is flowing to mega-cap AI infrastructure

   Banking retreat 

	US Treasury bonds trade at a 20% discount (loss) to their issued par values, forcing  
holders like banks to pull back on lending.	

■■ 	Approximately 10% of our target portfolio is allocated to high-quality private lending  
opportunities that offer attractive yields

Thematic Opportunities
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Third Quarter 2025: Market Review

Source:  Bloomberg, Mill Creek. Returns for periods greater than one year are annualized. Index rates are yield to worst. As of 09/30/2025 unless otherwside stated.

Indices used to represent periodic capital markets returns include: MSCI ACWI (Global equities), Russell 3000 (US equities), Russell 1000 (Large Cap US), Russell Mid Cap US  
(Mid Cap US), Russell 2000 (Small Cap US), Russell 3000 Growth (US Growth), Russell 3000 Value (US Value), MSCI EAFE (International Developed), MSCI Emerging Markets Index 
(Emerging Markets Equities), Bloomberg Aggregate Bond Index (US Taxable Bonds), Bloomberg 1–10 Year Municipal Bond Index (US Municipal Bonds), HFRX Global Hedge Fund  
Index (Hedge Funds), Bloomberg Commodity Index TR (Diversified Commodities), Bloomberg Buyout PE Index (Private Equity), and Bloomberg Private Debt Index (Private Credit).

The historical index performance results are provided exclusively for comparison purposes over various time periods only. It is not possible to invest directly in an index. Index performance 
does not reflect any management fees, transaction costs, or other expenses that would be incurred by a portfolio or fund, or transactions in fund shares. Such fees, expenses, and commis-
sions would reduce returns. It should not be assumed that any account holdings will correspond directly to any comparative index reflected herein. Data as of September 30, 2025.

•  	 The global trade picture gained some clarity early in the quarter. The US 
struck deals with many of its largest trading partners prior to the early Au-
gust deadline for the White House’s initial pause on “reciprocal” tariffs. 

•  	 These trade developments, along with strong corporate performance in 
Q2 (reported in Q3), caused equity markets to continue their rally from 
early April lows. Domestic small-cap equities were the top-performing 
segment of the market, posting double-digit gains; however, all segments 
ended the quarter with positive returns.

•  	 Fixed income returns were modestly positive, with investment-grade tax-
able and tax-exempt bonds producing low single-digit returns. Interest 
rates remained volatile during the quarter, with the benchmark 10-year 
Treasury yield trading in a range of roughly 50 basis points.

•  	 US economic growth is expected to remain strong during the quarter, 
with the Federal Reserve estimating Q3 GDP growth of 3.9%. This is con-
sistent with recent revisions to Q2 GDP growth, which depicted an econ-
omy that grew at an annualized rate of 3.8% last quarter.

•  	 Personal Consumption Expenditures (PCE) inflation increased during the 
quarter, with August inflation (most recent) coming in at 2.7% year-over-
year, relative to 2.3% in Q2.

•  	 The US labor market showed some signs of incremental weakening dur-
ing the quarter, with the unemployment rate increasing slightly to 4.3% in 
August (most recent) from 4.2% at the end of Q2. This comes alongside 
payroll growth which has slowed considerably in recent months, although 
it is difficult to determine how much of this slowing has been caused by 
the closing of the Southern Border (and therefore by lower immigration).

•  	 The Federal Reserve lowered its benchmark rate by 25bps in Septem-
ber, to a range of 4–4.25%, indicating a focus on the aforementioned 
labor market conditions rather than the picture of inflation and eco-
nomic growth. Markets are currently pricing in another 25bps cut before 
year-end.

Index Returns (as of Sept. 30, 2025) Q3 2025 YTD 2024 2023 2022 2021 1 Year 3 Years 5 Years 10 Years

Global Equities 7.6% 18.4% 17.5% 22.2% -18.4% 18.5% 17.3% 23.1% 13.5% 11.9%

US Equities 8.2% 14.4% 23.8% 26.0% -19.2% 25.7% 17.4% 24.1% 15.7% 14.7%

Large Cap US 8.0% 14.6% 24.5% 26.5% -19.1% 26.5% 17.7% 24.6% 16.0% 15.0%

Mid Cap US 5.3% 10.4% 15.3% 17.2% -17.3% 22.6% 11.1% 17.7% 12.7% 11.4%

Small Cap US 12.4% 10.4% 11.5% 16.9% -20.4% 14.8% 10.8% 15.2% 11.6% 9.8%

US Growth 10.4% 16.8% 32.5% 41.2% -29.0% 25.8% 24.8% 30.8% 17.0% 18.3%

US Value 5.6% 11.5% 14.0% 11.7% -8.0% 25.4% 9.3% 16.8% 13.9% 10.6%

Int’l Developed Equities 4.8% 25.1% 3.8% 18.2% -14.5% 11.3% 15.0% 21.7% 11.2% 8.2%

Emerging Market Equities 10.6% 27.5% 7.5% 9.8% -20.1% -2.5% 17.3% 18.2% 7.0% 8.0%

US Taxable Bond Market 2.0% 6.1% 1.3% 5.5% -13.0% -1.5% 2.9% 4.9% -0.4% 1.8%

US Municipal Bond Market 2.3% 4.1% 0.9% 4.6% -4.8% 0.5% 3.1% 4.3% 1.2% 2.1%

Diversified Commodities 3.6% 9.4% 5.4% -7.9% 16.1% 27.1% 8.9% 2.8% 11.5% 4.0%

Hedge Funds 3.1% 7.4% 11.1% 7.8% -6.9% 9.7% 8.5% 9.6% 7.4% 5.4%

Private Asset Index Returns  
(as of Sept. 30, 2025)

YTD 2024 2023 2022 2021 1 Year 3 Years 5 Years 10 Years

Global Equities -1.3% 17.5% 22.2% -18.4% 18.5% 7.2% 6.9% 15.2% 8.8%

Private Equity 2.1% 7.5% 8.2% -0.3% 36.1% 7.7% 5.5% 16.3% 13.7%

US Taxable Bond Market 2.8% 1.3% 5.5% -13.0% -1.5% 4.9% 0.5% -0.4% 1.5%

Private Credit 1.5% 11.2% 8.6% 1.4% 18.2% 8.6% 6.6% 10.2% 7.6%

Key Rates (as of stated date) Sep-2025 Dec-2024 Dec-2023 Dec-2022 Dec-2021 Dec-2020 Dec-2018 Dec-2017 Dec-2016 Dec-2015

US 10-Year Treasury 4.2% 4.6% 3.9% 3.9% 1.5% 0.9% 2.7% 2.4% 2.4% 2.3%

Barclays Aggregate Bond Index 4.4% 4.9% 4.5% 4.7% 1.8% 1.1% 3.3% 2.7% 2.6% 2.6%

BBarc Muni 1-10 Yr Blend (1-12) Index 3.0% 3.4% 2.8% 3.0% 0.7% 0.6% 2.2% 2.0% 2.1% 1.6%
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Keeping pace with the speed at which artificial intel-
ligence (AI) is reshaping the landscape is no small 
task. One of our credit managers recently shared that 

he travels to Silicon Valley every month, fitting in 40 meet-
ings over just three days to stay close to the main actors in 
this space. At Mill Creek, we’ve begun testing platforms that 
enhance our research and data retention capabilities. While 
this type of innovation presents meaningful opportunity, it 
also introduces uncertainty, something we keep top of mind 
when allocating to private debt strategies.

How is AI impacting our portfolio construction 
decisions?

One sector we’ve intentionally deemphasized in our private 
credit portfolio is technology. At first glance, this may seem 
counterintuitive given its extraordinary growth over the past 
decade (Fig. 1). But our reasoning is twofold:

First, clients have organically gained/increased their expo-
sure to technology through higher valuations and market 
capitalization in the equity markets. Today, technology and 
communication services represent nearly 45% of the S&P 
500, up from roughly 25% in 2015. A well-diversified in-
vestment portfolio already carries a much larger weighting 
to the sector than in prior years, so reducing exposure in 
our private credit program and prioritizing diversifying strate-
gies helps create a healthier balance across risk factors.

Artificial Lend-telligence
By Nora Pickens, Partner, Investment Strategy Second, in the early innings of any disruptive technology, 

the winners and losers are hard to identify, creating height-
ened levels of dispersion. Some companies capture out-
sized market share, while others ultimately shut down. We 
believe software companies sit at the epicenter of this bifur-
cation. Historically, private credit managers were keen on 
lending to software companies because of the steady cash 
flow provided from recurring subscription-based contracts. 
As of 6/30/25, they represent 10% of the private debt uni-
verse (Fig. 2). Today, several AI-native platforms, such as 
Lovable.dev, Replit, and Claude, can already replicate or 
improve upon existing software in a matter of days. Their 
speed and cost efficiency will likely accelerate. For many 
incumbents, this poses a direct threat to their business 
model. Rather than trying to predict winners and losers in 
such a rapidly changing landscape, we prefer to limit our 
exposure to the sector for now and focus on areas where  
we have greater conviction. 

How are our managers using AI?

We have spoken with several of our managers about their 
experiences with AI to date. Most are still in the experimen-
tation stage, deploying AI tools for repetitive tasks such as 
preliminary legal document review, contract comparisons, 
and marketing material drafting. These use cases improve 
efficiency but still require human oversight.

Where adoption remains limited is in core investment pro-
cesses. For instance, no team we spoke with has found an 
AI model capable of “spreading numbers” (extracting and 
structuring financial data) with the accuracy and reliability 

Fig. 2: Private debt industry composition

Source: Cliffwater, Mill Creek. As of 6/30/25.

Fig. 1: Weight of technology sector within S&P 500

Source: Morningstar Direct, Mill Creek. 2025 as of August 31, all other years as of 
December 31.



8     Mill Creek Capital Advisors    Quarterly Outlook  

required for decision-making. Managers are also hypervigi-
lant about operational risks. One team described its “four-
eye” policy for cash movements: any transfer must be ap-
proved by both the investment and operations teams. They 
were clear that AI-based alerts alone would never suffice.

Looking ahead five years, we believe AI will play a dominant 
role in screening borrowers and analyzing their financial 
standing. Used correctly, AI could help catch unintended 
portfolio risks by capturing a more complete picture of an 
issuer and augmenting the work of investment teams. The 
managers best positioned to capitalize will be those who 
organize and structure their proprietary datasets, built over 
decades, into research platforms that harness AI to sys-
tematize insights. Combining internal records with external 
resources such as EDGAR filings, Bloomberg, and other 
alternative data feeds could allow managers to identify, un-
derwrite, and monitor opportunities more effectively than 
before.

Where will the true edge remain?

As AI becomes embedded in every aspect of the investment 
process, the true differentiator will not be access to technol-
ogy but the quality of relationships and networks built over 
time. In private credit, sourcing is a cornerstone of building 
a successful program. Much of our due diligence already 
centers on evaluating a manager’s sourcing channels - 
whether they generate proprietary deal flow, maintain differ-
entiated lending relationships, or enjoy strong rapport with 
borrowers. These intangible dynamics are often the hardest 
to measure, but in our view, among the most critical.

Looking ahead five years, we believe AI will play a dominant 
role in screening borrowers and analyzing their financial stand-
ing. Used correctly, AI could help catch unintended portfolio 
risks by capturing a more complete picture of an issuer and  
augmenting the work of investment teams.

AI can help systematize research, streamline underwrit-
ing, and enhance portfolio monitoring. What it cannot easily 
replicate, however, is the credibility, trust, and human judg-
ment that drive access to the best opportunities. We believe 
the most successful private credit firms will be those that 
use AI to maximize efficiency and portfolio insights, while 
doubling down on interpersonal networks and long-standing 
relationships that ultimately separate good performers from 
great ones.
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Over a particularly eventful past 12 months, an under-
the-radar development within the global equity market 
has been the performance of emerging market (EM) 

equities. In US dollar terms, emerging markets have been 
the top-performing geographic segment, outpacing their de-
veloped market counterparts by over 5% (Fig. 1). Below, we 
take a look at a few reasons for this strong performance.

Valuations: From a geographic perspective, investors fo-
cused on identifying attractively priced companies have 
generally had to look outside the US over the past few 
years. To this end, emerging market equities have offered 
reasonable valuations on both an absolute and relative ba-
sis. While EM equities tend to trade at a discount compared 
to developed markets, this discount has become extended 
over recent years (Fig. 2).

Earnings Growth: At the same time, earnings growth for 
emerging market companies is expected to outpace that of 
developed markets. While the two have similar expectations 
over the next 12 months, longer-term earnings-per-share 
(EPS) growth within emerging markets is projected to ex-
ceed that of developed markets by a significant margin over 
the next two to three years (Fig. 3).

Emerging Markets in Focus
By Michael LoCasale, Director, Investment Strategy

Sources: Bloomberg, Mill Creek. As of 9/12/2025.

Fig. 1: Trailing 12-month performance by geographic segment

Lorem

Sources: Bloomberg, Mill Creek. As of 8/29/2025. Emerging markets represented by 
MSCI Emerging Markets Index; developed markets represented by MSCI World Index.

Fig. 2: Emerging Markets P/E vs. Developed Markets P/E, rolling 
12-month average

Lorem

Sources: Bloomberg, Mill Creek. As of 9/12/2025. Emerging markets represented by 
MSCI Emerging Markets Index; developed markets represented by MSCI World Index.

Fig. 3: Consensus EPS Growth, Emerging Markets vs. Developed 
Markets

Lorem
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Easing Monetary Policy: While the current monetary 
easing cycle is a global phenomenon (Fig. 4), emerging 
economies stand to benefit as they tend to be dispropor-
tionately impacted by changes to rates in developed econ-
omies (and within the US, in particular). Lower rates within 
developed markets tend to lead to increased capital flows 
into emerging market economies as investors seek higher 
yields. 

Weakening US Dollar: Finally, no discussion of recent for-
eign equity performance would be complete without men-
tion of the decline in the value of the USD (Fig. 5). Fun-
damentally, a weaker dollar generally serves as a tailwind 
to emerging economies and corporations, many of which 
issue USD-denominated debt (the interest burden of this 
debt lessens as the USD weakens relative to their local cur-
rency). Further, many emerging economies are commodity 
exporters, and commodity prices tend to increase as the 
dollar weakens. From a more technical perspective, US-
based investors have additionally benefited from the dol-
lar’s decline as a weakening domestic currency increases 
the return on assets denominated in foreign currencies.

Sources: Bloomberg Economics, Mill Creek. As of 9/12/2025. Future data points are 
projections.

Fig. 4: Actual and projected policy rates

Lorem

Sources: Bloomberg, Mill Creek. As of 8/29/2025.

Fig. 5: US Dollar Index (DXY)

Lorem
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Disclosure
Past performance is no assurance of future results. This publication has been prepared by 
Mill Creek Capital Advisors, LLC (“MCCA”) and is provided for information purposes only. Mill 
Creek Capital Advisors, LLC (“MCCA”) is an investment adviser registered with the Securities 
and Exchange Commission under the Investment Advisers Act of 1940. Registration as an in-
vestment adviser does not imply a certain level of skill or training. This content is not intended 
to provide any investment, financial, legal, regulatory, accounting, tax or similar advice, and 
nothing should be construed as a recommendation by MCCA, its affiliates, or any third party, 
to acquire or dispose of any investment or security, or to engage in any investment strategy 
or transaction. An investment in any strategy involves risk and there is always the possibility 
of loss, including the loss of principal. This content should not be considered as an offer or 
solicitation to purchase or sell securities or other services. Any of the securities identified and 
described herein are for illustrative purposes only. Their selection was based upon nonper-
formance-based objective criteria. The information contained in this publication has been 
obtained from sources that MCCA believes to be reliable, but MCCA does not represent or 
warrant that it is accurate or complete. The views in this publication are those of MCCA and 
are subject to change, and MCCA has no obligation to update its opinions or the information 
in this publication. More information about our Capital Market Assumptions is available upon 
request. While MCCA has obtained information believed to be reliable, neither MCCA nor 
any of its respective officers, partners, or employees accepts any liability whatsoever for any 
direct or consequential loss arising from any use of this publication or its contents. Unless 
otherwise noted, all market and price data are through September 30, 2025. Disclosure for 
third-party websites: This presentation may contain links to other websites, including links 
to the websites of companies that provide related information, products and services. Such 
external Internet addresses contain information created, published, maintained or otherwise 
posted by institutions or organizations independent of MCCA. These links are solely for the 
convenience of readers to this presentation, and the inclusion of such links does not neces-
sarily imply an affiliation, sponsorship or endorsement. MCCA does not endorse, approve, 
certify or control these external Internet addresses and does not guarantee or assume re-
sponsibility for the accuracy, completeness, efficacy, timeliness or correct sequencing of in-
formation located at such addresses. Use of any information obtained from such addresses 
is voluntary, and reliance on it should only be undertaken after an independent review of its 
accuracy, completeness, efficacy and timeliness. 

Certain statements set forth in this commentary constitute “forward-looking statements.” All 
such forward-looking statements involve risks and uncertainties, and there can be no as-
surance that the forward-looking statements included in this commentary will prove to be 
accurate. In light of the significant uncertainties inherent in the forward-looking statements 
included herein, the inclusion of such information should not be regarded as representa-
tions or warranties of MCCA and that the forward-looking statements will be achieved in any 
specified time frame, if at all.

This information is neither an offer to sell nor a solicitation of an offer to purchase any private 
securities. Such an offer will only be made to qualified purchasers by means of a confidential 
private placement memorandum and related subscription documents.

© 2025, Mill Creek Capital Advisors, LLC. All rights reserved. Trademarks “Mill Creek,” “Mill 
Creek Capital” and “Mill Creek Capital Advisors” are the exclusive property of Mill Creek Capital 
Advisors, LLC, are registered in the U.S. Patent and Trademark Office, and may not be used 
without written permission.
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