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The financial services industry continues to evolve at pace. In Providence Pulse, we explore the 
regulatory, technological and behavioural shifts shaping financial advice, with practical insights designed 
to support confident, well-informed decision-making.
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Foreword
Hello again, everyone.

Welcome to the third edition of Providence Pulse.

As we enter the second half of 2026, the pace of change 
across financial services shows no signs of slowing. Markets 
continue to navigate geopolitical uncertainty, evolving 
regulation, and rapid technological innovation, while advisers 
are increasingly balancing the demands of compliance with 
clients' expectations for simplicity, transparency and long-term 
value.

Against this backdrop, we continue to see several important 
themes emerging:

•	 Regulation Continues to Evolve: Across international 
financial centres, regulatory quality, consumer protection 
and governance remain firmly in focus. Investors are placing 
greater emphasis not simply on investment performance, 
but on the strength and stability of the jurisdictions in which 
they invest.

•	 The Rise of Digital Assets: Tokenisation is moving from 
concept to reality. As traditional and digital finance 
continue to converge, advisers will increasingly need to 
understand how these developments may reshape wealth 
management over the coming decade. 

•	 Behaviour Matters More Than Ever: Volatile markets 
continue to test investor discipline. Helping clients remain 
focused on long-term objectives rather than short-term 
market movements remains one of the greatest sources of 
value advisers can provide.

While the external environment continues to evolve, our 
priorities at Providence remain unchanged:

•	 Delivering Outstanding Service: We remain committed 
to providing responsive, efficient support for both new 
business and servicing activities, ensuring advisers and 
clients receive the high standards of service they expect.

•	 Continuing to Strengthen Our Proposition: We continue to 
invest in the development of our products and capabilities, 
building solutions that help advisers meet the increasingly 
sophisticated needs of internationally mobile clients.

In this edition of Providence Pulse, we explore four key themes:

•	 Regulatory Update: Comparing Mauritius and the Isle of 
Man through the lens of regulation, consumer protection 
and succession planning.

•	 Megatrends: Examining how tokenisation is reshaping the 
future of wealth planning.

•	 Behavioural Finance: Understanding the behaviour gap and 
helping clients remain invested through periods of market 
volatility.

•	 Investment Outlook: Assessing today's geopolitical 
landscape while identifying the structural growth 
opportunities likely to shape tomorrow's markets.

I hope you enjoy this edition of Providence Pulse. As always, 
your feedback is invaluable and helps shape future editions. 
Please continue to share the topics you would like us to 
explore.

Thank you for your continued partnership, and I look forward 
to working together as we navigate the opportunities and 
challenges that lie ahead.

Dr. Chris Divito
Chief Executive Officer, Providence
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As international investors focus more sharply on regulatory quality, consumer protection and long-term financial security, the 
choice of jurisdiction has become an increasingly important consideration. Investors and advisers are considering a broad 
range of factors when evaluating international financial centres, including regulatory oversight, consumer protection, operational 
efficiency and long-term certainty.

Mauritius: A Favoured Hub for Investor Protection

Mauritius has developed a modern regulatory framework that places significant emphasis on transparency, governance and 
policyholder protection. The Mauritian insurance sector is regulated by the Financial Services Commission (FSC), which continues 
to strengthen prudential oversight through enhanced solvency requirements, governance standards, and risk management 
obligations.

Key Features of the Mauritian Framework

The Isle of Man: Consumer Redress as a 
Consideration

The Isle of Man is a long-established international financial 
centre with a well-developed insurance and wealth 
management sector. Like many established financial 
centres, it continues to develop its legal and regulatory 
framework in response to changing market expectations. 
Developments within the jurisdiction therefore continue 
to attract the attention of investors, advisers and industry 
participants.

One of the most closely watched legal proceedings 
involves a compensation claim estimated at approximately 
£100 million relating to the sale and administration of 
investment-linked insurance arrangements. The litigation 
involves hundreds of investors who allege substantial 
losses arising from underlying investment structures.

The case has attracted industry attention because of the 
time taken to reach a final judicial determination. Public 
reports indicate that more than 700 investors are involved 
and that a number of claimants have passed away while 
the proceedings remain ongoing.

The outcome of the litigation will ultimately be determined 
by the courts, and no conclusions should be drawn before 
that process is complete. However, the proceedings 
illustrate an important consideration for investors and 
advisers alike. When assessing international financial 
centres, investors may wish to consider not only the 
regulatory framework itself, but also the practical operation 
of consumer redress mechanisms where disputes arise.

The 2024 Solvency Rules
Recent regulatory 

developments, including 
the implementation of 

the Insurance (Long-Term 
Insurance Business Solvency) 
Rules 2024, have reinforced 

capital adequacy requirements 
and policyholder safeguards.

Global Reach
Mauritius benefits from a 

well-established international 
financial centre operating 

under internationally 
recognised regulatory 

standards. It maintains a robust 
network of investment, wealth 

management, and fiduciary 
service providers serving 

clients across Africa, the Middle 
East, Asia, and Europe.

Holistic Wealth Structuring
For retail investors, the appeal 

extends beyond regulation. 
The jurisdiction offers a range 
of wealth structuring solutions, 

including insurance-based 
investment products, trusts 

and succession planning 
arrangements, which can 
support asset protection 

and intergenerational wealth 
planning.
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Probate and Succession: A Practical 
Comparison

An increasingly important consideration for international 
investors is not only how assets are regulated during their 
lifetime, but how efficiently those assets can be transferred 
to beneficiaries after death. The two jurisdictions adopt 
different approaches to succession planning and estate 
administration, each reflecting its own legal framework.

The Isle of Man Probate Regime

The Isle of Man has a well-established probate regime 
and no inheritance tax. However, where Isle of Man assets 
form part of an estate, a separate local probate process is 
generally required.

Administrative Layers Sliding-Scale Fees

A United Kingdom Grant 
of Probate, for example, 
is not automatically 
recognised. Executors 
must make a separate 
application to the Isle of 
Man Probate Registry 
before assets can be 
administered.

As of 2026, court fees are 
charged based on the gross 
value of the local estate. 
Estates exceeding £1 million 
attract a probate application 
fee of approximately £10,000, 
while estates between 
£500,000 and £1 million 
attract fees of approximately 
£5,000. These fees are 
payable before professional 
adviser costs, legal fees, 
and document certification 
expenses are calculated.

WEALTH 
TRANSFER

Efficient, secure 
and timely transfer 

of wealth to the 
next generation.

CAPITAL 
ADEQUACY

Strong capital and 
solvency standards 
to ensure financial 
stability and ability 

to meet obligations.

CONSUMER 
REDRESS
Effective, 

accessible and 
timely 

mechanisms to 
resolve disputes 

and protect rights.

REGULATION
Clear, robust and 

well-enforced 
rules that promote 

transparency, 
fairness and 

integrity.

POLICYHOLDER 
PROTECTION
Strong safeguards
to ensure 
policyholders' 
interests are 
protected at all 
times.

GOVERNANCE
Sound 
governance, 
accountability and 
risk management 
at the heart of 
every institution.

The Investor 
Protection Pyramid

What Modern 
Investors Should 
Evaluate

AFTER 
INVESTMENT

Ensures your
wealth is 

protected for 
those who 

matter most.

DURING 
INVESTMENT

Protects you 
while your 

investments 
are growing.

BEFORE 
INVESTMENT

Builds the 
foundation 

of trust, 
stability and 
confidence.
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The Mauritius Lifetime Structuring Model

Mauritius presents a different proposition by focusing on 
creating structures that facilitate succession planning 
during the lifetime of the investor, rather than relying solely 
on estate administration processes after death.

Direct Asset Transfer Streamlined Wealth 
Transfer

Through the use of 
regulated insurance 
wrappers, trusts, 
foundations, and 
beneficiary designations, 
wealth transfer 
arrangements can be 
structured to reduce 
probate complexity.

Depending on the legal 
structure adopted and 
the circumstances 
of the investor, these 
arrangements may reduce 
reliance on probate 
processes and facilitate 
a more efficient transfer 
of benefits to intended 
beneficiaries.

At a Glance: Jurisdictional Philosophy

Feature Isle of Man Mauritius

Primary Approach 
to Succession

Relies on established probate procedures 
following death.

Places greater emphasis on lifetime wealth 
structuring and succession planning.

Recognition of 
Foreign Probate

Separate local probate applications are generally 
required for foreign grants.

Certain structures may facilitate the transfer 
of benefits through beneficiary designations, 
depending on the arrangement adopted.

Probate Fee 
Structure (2026)

Probate application fees are based on estate 
value under the published fee schedule.

Lifetime planning structures may reduce the 
need for probate administration in appropriate 
circumstances.

Recent Regulatory 
Developments

Ongoing public legal proceedings have 
highlighted the importance of efficient dispute 
resolution mechanisms.

The Insurance (Long-Term Insurance Business 
Solvency) Rules 2024 further strengthened 
prudential and solvency requirements.

For internationally mobile families, these distinctions may have implications for cost, administration and the efficient transfer of 
assets to beneficiaries. When evaluating international financial centres, investors and advisers may wish to consider a range of 
factors, including regulatory oversight, consumer protection, succession planning and administrative processes throughout the 
investment lifecycle.

References

•	 Mauritius Insurance Act 2005.
•	 Financial Services Commission Mauritius – Insurance (Long-Term Insurance Business Solvency) Rules 2024.
•	 Mauritius International Financial Centre – Insurance & Pensions Sector.
•	 Insurers Association of Mauritius – Regulatory Framework.
•	 Investment International, 'Judgment in £100m Isle of Man investor compensation case delayed again', 2026.
•	 Isle of Man Today, 'Sixteen investors die waiting for verdict in £100m Isle of Man insurance case', 2026.
•	 Isle of Man Today, 'Justice delayed is justice denied: Anger as £100m court ruling delayed again', 2026.
•	 Isle of Man Courts of Justice – Probate Rules and Probate Registry Guidance.
•	 Isle of Man probate fee schedules and estate administration guidance.
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In previous editions of this newsletter, we explored two of 
the most significant trends shaping the future of wealth 
management. First, we examined the rise of Artificial 
Intelligence and its growing influence on advice delivery, 
client engagement and operational efficiency. More 
recently, we considered the Retirement Income Wave – the 
demographic and financial challenge created by ageing 
populations and the increasing need for sustainable 
retirement solutions.

In this third article in our Megatrend Series, we turn our 
attention to another development that has the potential 
to fundamentally reshape the investment landscape over 
the coming decades: the tokenisation and digitalisation of 
assets.

While much public attention has focused on 
cryptocurrencies such as Bitcoin and Ethereum, these 
represent only one aspect of a far broader transformation. 
At its core, tokenisation is about changing the way assets 
are owned, transferred, administered and accessed. For 
investors, advisers and financial institutions alike, it could 
represent one of the most important structural changes to 
wealth management since the advent of electronic trading 
and online investing.

Understanding Tokenisation and Digitalisation

The terms "digitalisation" and "tokenisation" are often used 
interchangeably, but they refer to different concepts.

Digitalisation is the process of converting traditionally 
paper-based or manually administered assets, records 
and processes into digital formats. This transformation has 
already occurred across much of the financial services 
industry. Statements, share certificates, fund registers 
and investment transactions that once relied on physical 
documentation are now largely managed electronically.

Tokenisation takes this concept a step further. A token is 
a digital representation of ownership or rights associated 
with an underlying asset. That asset may be financial, 
physical or even intangible. Through tokenisation, 
ownership interests can be recorded, transferred and 
administered using distributed ledger technology, often 
referred to as blockchain technology.

In simple terms, tokenisation creates a digital ownership 
certificate that can be securely held, transferred and 
verified electronically. The underlying asset itself does not 
necessarily change. What changes is the way ownership is 
represented and managed.

Digitalisation vs. Tokenisation

Digitalisation
Operational efficiency

Tokenisation
Ownership 
transformation

Converting paper-
based records into 
digital formats (e.g., 
electronic share 
certificates, PDF 
statements, online 
fund registers)

Creating a digital 
representation of 
ownership on a 
distributed ledger 
(blockchain) to 
manage and transfer 
rights

Tokenisation could become one 
of the most significant structural 
changes to wealth management 
since the advent of online investing.
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What Assets Can Be Tokenised?

The answer is increasingly broad. Today, tokenisation is being explored across a wide range of asset classes, including:

What Does This Mean in Practice?

For investors, the practical implications are potentially 
significant. Historically, access to many investment 
opportunities has been restricted by high minimum 
investment levels, administrative complexity or limited 
liquidity.

For example, a commercial property worth £20 million 
may traditionally require substantial capital to participate 
in directly. Through tokenisation, ownership can potentially 
be divided into thousands of smaller interests, allowing 
investors to gain exposure with much lower minimum 
commitments.

Similarly, many private equity, private credit and 
infrastructure investments have historically been available 
only to institutional investors and very wealthy individuals. 
Tokenisation has the potential to broaden access to these 
asset classes.

The technology may also improve operational efficiency. 
Transactions that currently take several days to settle could 
potentially settle almost instantly. Record keeping may 
become more accurate and transparent. Administrative 
costs may reduce. Asset transfers may become more 
streamlined.

Whilst the pace of adoption remains uncertain, the direction 
of travel appears increasingly clear. Financial markets 
are becoming more digital, more accessible and more 
interconnected.

Tokenised
Assets

Traditional
Equities, Bonds

Tangible & Intellectual 
Properties
Fine Art, Collectibles, IP

Alternatives
Real Estate, 

Infrastructure,
Private Equity

Digital
Cryptocurrencies

In theory, almost any asset with an identifiable ownership structure can be tokenised.

Many global financial institutions, asset managers and exchanges are investing heavily in this area because they see tokenisation 
as a means of improving efficiency, reducing costs and broadening investor access. Indeed, several industry observers believe 
that tokenisation may ultimately become the default method by which many assets are owned and administered.
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The Rise of Digital Assets

No discussion of tokenisation would be complete without 
acknowledging the growth of digital assets.

Cryptocurrencies remain among the most visible examples 
of tokenised assets. Over the past decade they have 
evolved from a niche technology interest into an asset class 
attracting institutional participation, regulatory attention 
and increasing investor interest.

Views on cryptocurrencies remain diverse. Supporters 
point to scarcity, decentralisation, technological innovation 
and long-term growth potential. Critics highlight volatility, 
valuation challenges and regulatory uncertainty.

Regardless of where one sits in that debate, it is difficult 
to ignore the fact that digital assets are becoming an 
increasingly established part of the investment landscape. 
Institutional investment firms, pension funds, wealth 
managers and major financial institutions are devoting 
growing resources to understanding this market.

The question is no longer whether clients are 
interested in digital assets. Increasingly, the 
question is how best to evaluate, govern and 
accommodate that interest within a broader 
wealth planning framework.

The Growth of Alternative Investments

One of the most important consequences of tokenisation 
is its potential impact on alternative investments. For 
many years, investor portfolios were primarily built around 
listed equities, government bonds, corporate bonds 
and collective investment funds. Today, investors are 
increasingly seeking diversification beyond traditional asset 
classes.

Private equity, private credit, infrastructure, renewable 
energy projects and specialist real assets have all 
become more prominent within sophisticated portfolios. 
Tokenisation may accelerate this trend by making these 
investments easier to access and administer.

As a result, future portfolios may look very different from 
those of previous generations. The traditional 60/40 
portfolio may increasingly sit alongside allocations to 
private markets, digital assets and tokenised real-world 
assets. This evolution presents both opportunities and 
challenges.

Implications for Financial Advisers

As with every major market development, advisers play a 
critical role. New investment opportunities inevitably create 
new responsibilities. Clients will increasingly seek guidance 
on issues such as:

Portfolio Suitability Diversification

Risk Management Asset Allocation

Due Diligence Regulatory 
Considerations

Custody and Security Arrangements

Advisers will need to distinguish between genuine long-
term investment opportunities and speculative market 
activity. They will also need to help clients understand 
that innovation does not eliminate investment risk. Many 
tokenised assets will remain subject to market fluctuations, 
liquidity constraints and valuation uncertainty. Appropriate 
diversification and disciplined investment principles will 
remain just as important as they are today.

In this respect, tokenisation is not a replacement for sound 
financial planning. Rather, it represents a new set of tools 
and opportunities that can potentially be incorporated 
within a well-constructed financial plan.

Fo
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Why This Matters for Wealth Planning

The broader significance of tokenisation extends beyond 
individual investments. Wealth planning has always 
evolved alongside financial innovation. Insurance bonds, 
collective investment schemes, exchange-traded 
funds and discretionary portfolio management were all 
once considered innovative solutions. Today they are 
mainstream components of many investor portfolios.

Tokenisation may follow a similar path. As more assets 
become digitally represented, investors will increasingly 
expect wealth structures that can accommodate a broader 
range of investment opportunities within robust, regulated 
and administratively efficient wrappers.

The ability to access traditional investments, alternative 
assets and selected digital assets through established 
wealth planning structures may become an important 
consideration for both advisers and their clients.

Large Minimum Investment: Requires 
substantial capital to participate.
Manual Administration: Paper-based 
processes, physical records, and administrative 
overhead.
Slow Settlement: Transactions take days or 
weeks (e.g., T+2, T+3).
Limited Access: Restricted to accredited 
investors or specific geographic locations.
Restricted Liquidity: Assets are hard to sell 
quickly; thin markets.

Traditional Investment

Tokenised Investment

Fractional Ownership: Allows for buying 
small fractions of an asset.
Digital Administration: Automated via 
blockchain and code.
Faster Settlement: Near-instant, T+0 or very 
fast transaction times.
Broader Access: Open to a wider audience, 
globally accessible.
Potentially Improved Liquidity: Easier 
trading on secondary markets, wider pool of 
buyers.

Traditional Investment vs. Tokenised Investment

The question is no longer whether 
clients are interested in digital 
assets, but how advisers should 
respond.
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Behavioural
Coaching

Risk
Management

Portfolio
Suitability

Financial
Adviser’s

Role

Custody

Diversification

Due
Diligence

Compliance

Asset
Allocation

Providence Life's Perspective

At Providence Life, we recognise that wealth management 
continues to evolve. Our role is not to chase every 
new development or investment trend. Rather, it is to 
understand emerging market changes and assess 
how they may create long-term value for advisers and 
policyholders. We believe the digitalisation of assets and 
the growth of tokenisation represent developments that 
warrant serious attention.

Whilst adoption is likely to occur gradually and regulatory 
frameworks will continue to evolve, the direction of travel 
is increasingly evident. Investors are seeking broader 
investment choice, greater flexibility and access to a wider 
range of asset classes.

As a provider of unit-linked investment solutions, 
Providence is well positioned to support this evolution. Our 
Polaris portfolio bond has always been designed to provide 
flexibility and access to a broad investment universe. As 
investor demand evolves, we believe it is important that our 
products continue to evolve alongside it.

Accordingly, we are actively exploring how digital assets 
and other emerging investment opportunities may be 
accommodated within our product range, subject always to 
appropriate governance, operational capability, regulatory 
considerations and risk management standards.

Our objective is straightforward; to ensure that advisers 
and their clients continue to have access to wealth planning 
solutions that remain relevant in an increasingly digital 
investment environment.

Looking Ahead

Predicting the precise future of tokenisation is difficult. As 
with any transformative technology, some expectations 
will undoubtedly prove overly optimistic, while other 
developments may exceed current forecasts.

What seems increasingly clear, however, is that financial 
markets are becoming more digital, ownership structures 
are becoming more flexible, and investors are gaining 
access to a broader range of opportunities than ever 
before.

For advisers and investors alike, understanding these 
developments will become an important component of 
future wealth planning.

At Providence Life, we will continue to monitor these trends 
closely and develop our solutions in a manner that balances 
innovation with the governance, oversight and long-term 
perspective that successful wealth planning demands.

The digitalisation of assets may still be in its early stages, 
but its potential to reshape the investment landscape is 
already becoming apparent. As with Artificial Intelligence 
and the Retirement Income Wave before it, tokenisation is a 
trend that is likely to influence our industry for many years 
to come.Alternative investments continue 

to grow as investors seek
greater diversification.
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Did You Know?

Gold is older than the Earth.
Scientists believe that most of the gold on Earth was formed during collisions 
between neutron stars billions of years before our planet existed. Every gold coin, 
bar or piece of jewellery ultimately contains material forged in some of the most 
powerful events in the universe.



Page 17 of 32

July-September 2026Providence Pulse

Behavioural
Finance

Page 17 of 32

July-September 2026Providence Pulse



Page 18 of 32

July-September 2026Providence Pulse

Page 18 of 32

July-September 2026Providence Pulse

The 
Behaviour 
Gap
Helping Clients 
Stay Invested 
When Markets Turn 
Against Them

The 
Behaviour 
Gap
Helping Clients 
Stay Invested 
When Markets Turn 
Against Them



Page 19 of 32

July-September 2026Providence Pulse

In this latest edition of our behavioural finance series, we focus on one of the most important challenges facing 
investors—and one of the greatest opportunities for advisers to add value: helping clients remain invested when markets 
become volatile.

Why Investors React Emotionally to Market Falls

Market volatility is an unavoidable feature of investing, yet 
behavioural finance demonstrates that investors often find 
market declines far more difficult to tolerate than traditional 
financial theory suggests. Rather than responding rationally 
to changing market conditions, individuals frequently make 
decisions influenced by emotion, particularly during periods 
of uncertainty.

The Psychology of a Downturn

Loss Aversion

First identified by Daniel 
Kahneman and Amos 
Tversky, this principle 
shows that people 
experience the pain 
of losses significantly 
more intensely than the 
pleasure associated 
with equivalent gains. 
Consequently, a 
temporary decline 
in portfolio value 
can generate a level 
of anxiety that is 
disproportionate to its 
long-term significance.

Recency Bias

Investors naturally place 
greater emphasis on 
recent events than on 
long-term historical 
evidence. When markets 
fall sharply, many 
assume that further 
declines are inevitable 
and that current 
conditions will persist 
indefinitely.

Market
Decline

Fear
Anxiety

Emotional 
Decision

Sell 
Investments

Market 
Recovery

Missed
Gains

Market
Decline

Adviser 
Guidance

Stay 
Disciplined

Remain 
Invested

Market 
Recovery

Long-Term 
Growth

The Behaviour Gap Journey

The Disciplined Investor Journey
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A Key Distinction: History repeatedly demonstrates that 
market downturns, while uncomfortable, are a normal 
and recurring part of the investment cycle. Every major 
correction has felt different at the time, but markets have 
consistently recovered and rewarded patient investors over 
longer periods.

The challenge for advisers is recognising that these 
reactions are not signs of poor judgement; they are simply 
part of being human. Investors do not experience market 
volatility as a statistical probability. They experience it 
emotionally. A declining market rarely destroys a financial 
plan. More often, it is the investor’s reaction to the declining 
market that causes lasting damage.

Why Market Timing Rarely Works

When markets become volatile, many investors feel 
compelled to act. Selling investments and moving to cash 
can create a false sense of control at a time when markets 
appear unpredictable. Unfortunately, behavioural finance 
and decades of market evidence suggest that such actions 
frequently undermine long-term performance.

Successfully timing markets requires investors to make two 
correct decisions: knowing when to exit and knowing when 
to return. While the first decision is difficult, the second is 
often even harder. Confidence typically returns only after 
markets have already recovered significantly.

The Cost of Emotional Trading

Research consistently demonstrates the cost of poorly 
timed investment decisions. Studies by Morningstar and 
DALBAR have shown that investor returns often lag the 
returns generated by the investments they own because of 
behavioural mistakes and poorly timed trading decisions.

Metric The Reality of Market Timing

Underper-
formance 
Cause

Investors rarely underperform because 
they select unsuitable investments; 
they underperform because they 
abandon suitable investments at the 
wrong time.

The Risk 
of Missing 
Recovery

Some of the strongest market recovery 
days occur during periods of maximum 
uncertainty. Investors who move to 
the sidelines can miss these critical 
periods.

Long-Term 
Impact

Missing only a handful of the market’s 
best-performing days can materially 
reduce long-term wealth accumulation.

Ultimately, time in the market has historically proved far 
more reliable than attempting to time the market.

The Adviser as a Behavioural Coach

While investment selection, asset allocation, and portfolio 
construction remain important components of financial 
planning, behavioural coaching has increasingly become 
one of the most valuable aspects of professional advice. 
During periods of market stress, clients frequently need 
reassurance, perspective, and discipline more than they 
need changes to their portfolios. This is where advisers 
make a significant difference.

Tools for Maintaining Discipline

I Behavioural Pre-Commitment

A well-constructed financial plan serves as a 
structural shield. By establishing investment 
objectives, risk tolerances, and time horizons 
before periods of volatility occur, advisers and 
clients create a framework that can guide 
decision-making when emotions are elevated.

II Objective Reframing

Rather than reacting to headlines, clients can 
assess whether their underlying goals have 
genuinely changed. In most cases, retirement 
objectives, income requirements, and long-term 
aspirations remain exactly as they were before 
the market decline began.
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III Proactive Communication

Clients who hear from their adviser during 
periods of uncertainty are often more confident 
and less likely to make impulsive decisions. 
Advisers can help clients reframe volatility, not 
as evidence that something has gone wrong, 
but as a normal and necessary feature of long-
term investing.

Successful investing is rarely determined by the ability to 
predict markets. More often, it is determined by the ability 
to remain invested through them. The greatest value an 
adviser provides is not selecting investments, but helping 
clients stay committed to a sound strategy when it matters 
most.

Further Reading

•	 Prospect Theory – Kahneman & Tversky (1979)
•	 Myopic Loss Aversion and the Equity Premium Puzzle – Benartzi & Thaler
•	 Trading Is Hazardous to Your Wealth – Barber & Odean
•	 Morningstar: Mind the Gap
•	 DALBAR: Quantitative Analysis of Investor Behavior
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Markets are unpredictable, your 
responses don't have to be.

Discipline today leads to growth 
tomorrow.
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In our third Providence Pulse Investment Outlook, the global investment environment continues to be shaped by a combination of 
geopolitical uncertainty, structurally higher inflation volatility, and the ongoing transformation driven by artificial intelligence and 
digital infrastructure investment.

As with previous editions, what follows is not ‘investment advice’ but rather a balanced summary of themes, opportunities and 
risks being highlighted by some of the world’s largest investment management businesses. In this edition, we have refreshed our 
outlook to reflect anticipated developments during the second half of 2026, including ongoing tensions in the Middle East, the 
evolution of the AI investment cycle, and the increasingly fragmented nature of the global economy.

This outlook will focus primarily on three specific markets:

Plus a dip into:

U.S. Equities
Non-U.S.

Developed
Equities

(Europe and Japan)

High-quality
Fixed Income
(U.S. and Global)

Gold Global
Small-Cap

Emerging 
Markets

Alternatives and 
Infrastructure

Geopolitical Backdrop: Fragmentation, 
Energy and Resilience

Geopolitical developments remain one of the defining 
influences on global markets entering Q3 2026. The 
conflicts in the Middle East, alongside broader tensions 
between the United States and China, continue to 
reinforce the view that the world is entering a more 
fragmented and strategically competitive era.

Energy markets remain central to this theme. While 
fears surrounding severe disruption to global oil 
supplies have moderated somewhat, investors remain 
highly sensitive to any developments affecting key 
energy transit routes and supply chains. Elevated 
energy prices continue to present upside risks to 
inflation and interest rates, particularly within Europe 
and other energy-importing regions.

At the same time, global economies have 
demonstrated greater resilience than many investors 
initially feared. Governments and corporations 
have spent recent years diversifying supply chains, 
strengthening infrastructure resilience, and increasing 
strategic investment into domestic industries, defence, 
and energy security.

For investors, this environment reinforces the 
importance of diversification, portfolio resilience, and 
selective exposure to long-term structural themes. 
Periods of geopolitical volatility are likely to remain a 
feature of markets, although the longer-term drivers 
of productivity growth, corporate earnings, and 
innovation continue to provide support for risk assets 
over time.
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Positive Drivers Underpinning This View

Continued investment into artificial intelligence, 
semiconductors, data centres, and digital infrastructure

Strong corporate profitability and resilient economic 
growth

Potential productivity gains from AI adoption across 
multiple industries

Broadening market leadership beyond mega-cap 
technology stocks

Expectations that monetary policy may gradually ease 
over time as inflation stabilises

Potential Hurdles and Risks

Elevated valuations in parts of the technology and AI 
ecosystem

Risks that AI-related capital expenditure may outpace 
short-term profitability gains

Persistent inflation pressures linked to energy prices 
and geopolitical disruption

Ongoing geopolitical fragmentation and trade tensions, 
particularly involving China

Increased market volatility driven by shifting interest-
rate expectations

U.S. Equities
The broad outlook for U.S. equities remains 
constructive, although investor sentiment 
has become increasingly selective. Artificial 
intelligence, infrastructure investment, 
and strong corporate earnings continue 
to underpin the market, while broader 
participation across sectors has reduced 
some dependence on the largest 
technology companies alone.

The U.S. economy continues to demonstrate 
resilience. Consumer spending remains 
relatively healthy, labour markets have 
softened only modestly, and ongoing 
investment into AI-related infrastructure 
and digital transformation continues to 
support business activity. Importantly, 
many investment houses now believe that 
AI-driven productivity gains may begin to 
broaden beyond the technology sector 
into industrials, financials, utilities, and 
healthcare.

While market returns may become more volatile and selective, the longer-term outlook for U.S. equities remains supported by innovation, earnings growth, and structural investment themes.
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Non-U.S. Developed 
Equities
(Europe & Japan)
Non-U.S. developed markets continue to 
attract increasing investor attention as 
global equity leadership broadens beyond 
the United States. Europe and Japan are 
benefiting from improving industrial activity, 
attractive relative valuations, and increased 
policy support.

In Europe, governments continue to increase 
spending on infrastructure, defence, and 
energy security, helping support industrial 
and manufacturing sectors. However, 
structural economic challenges remain, 
particularly around demographics, fiscal 
pressures, and energy dependency.

Japanese equities continue to benefit from 
improving corporate governance, stronger 
shareholder return policies, and increasing 
exposure to automation, robotics, and 
industrial modernisation themes. Japan is 
also increasingly viewed as a beneficiary 
of broader global manufacturing and AI 
supply-chain investment.

Positive Drivers Underpinning This View

More attractive relative valuations compared with U.S. 
equities

Increased government spending on defence, 
infrastructure, and industrial policy

Improving shareholder returns and governance 
reforms, particularly in Japan

Manufacturing recovery and broader industrial growth

Continued demand linked to automation and AI 
infrastructure

Potential Hurdles and Risks

Ongoing energy-related pressures and structural 
growth challenges within Europe

Sensitivity to global trade conditions and currency 
fluctuations

Fiscal concerns linked to rising government debt levels

Political fragmentation and policy uncertainty within 
parts of Europe

Dependence on external demand within export-
oriented economies

Overall, many investment managers continue to view Europe and Japan as increasingly important portfolio diversifiers with improving medium-term prospects.
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High-Quality Fixed 
Income
(U.S. and Global)
High-quality fixed income continues to 
play an important role within diversified 
portfolios. With yields remaining significantly 
higher than during the ultra-low-rate 
environment of the previous decade, bonds 
once again offer investors meaningful 
income and portfolio stability.

Many large investment managers now view 
high-quality credit as particularly attractive 
on a risk-adjusted basis, especially within 
medium-duration segments. At the same 
time, persistent inflation risks and elevated 
sovereign debt issuance continue to create 
periods of interest-rate volatility.

Positive Drivers Underpinning This View

Higher starting yields providing stronger income 
opportunities

Improved portfolio diversification benefits relative to 
recent years

Strong corporate balance sheets supporting 
investment-grade credit

The stabilising role of bonds during periods of equity-
market volatility

Attractive opportunities within select emerging market 
debt strategies

Potential Hurdles and Risks

Persistent inflation and energy-price volatility

Elevated government borrowing requirements and 
sovereign debt issuance

Ongoing uncertainty surrounding the timing and pace 
of central-bank rate adjustments

Potential for higher bond-market volatility during 
geopolitical events

Despite these risks, high-quality fixed income is increasingly viewed as once again providing meaningful income generation and diversification benefits within balanced portfolios.
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Equity Leadership Broadening

Mega-Cap Tech 
Dominance

High concentration 
in tech giants
Strong earnings 
from leading firms
Major market index 
influence

Broader U.S. 
Participation

High Performance 
spreads beyond 
tech
Small & mid-cap 
companies join
Diversified sector 
growth

Europe Recovery

Improved economic 
outlook
Undervalued sectors 
gaining interest
Stimulus and policy 
support

Japan 
Governance-Led 
Growth

Better corporate 
governance 
practices
Increased 
shareholder returns
Operational 
efficiency 
improvements

Dominance 
Emerging markets 
Supply Chain Role

Vital part of global 
manufacturing
Sourcing for key 
industries
Growth tied to global 
demand
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Other Asset Classes
While equities and fixed income remain the core drivers of long-term portfolio returns, 
several additional asset classes continue to attract increased investor attention.

Gold and Other Defensive Assets

Gold continues to benefit from heightened geopolitical 
uncertainty, concerns regarding sovereign debt levels, 
and central-bank diversification away from traditional 
reserve assets. Many investors continue to view gold as 
a useful portfolio hedge during periods of market stress 
and inflation volatility.

Global Small-Cap Equities

Global small-cap companies continue to attract interest 
given their relatively attractive valuations and sensitivity 
to improving manufacturing and industrial activity. 
However, selectivity remains important, as financing 
conditions and economic uncertainty continue to create 
significant performance dispersion across the sector.

Emerging Markets

Emerging markets continue to benefit from improving 
macroeconomic fundamentals, attractive valuations, 
and increasing strategic importance within global 
supply chains. Demand linked to artificial intelligence 
infrastructure, semiconductors, industrial metals, and 
energy transition themes may continue to support 
earnings growth across several emerging economies.

Alternatives and Infrastructure

Alternative assets, infrastructure, and private markets 
are increasingly being viewed as important components 
of diversified portfolios. Investment themes linked to AI 
infrastructure, energy security, defence spending, and 
data-centre expansion continue to create opportunities 
across private capital, infrastructure, and real assets.
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LOW

Steady Growth

Attractive return potential
with moderate risk

Growth &
High Return

Higher return potential
with higher risk

Preservation & Income

Lower risk with a focus on 
capital preservation and
income

Speculative

Higher risk with limited
return potential
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Risk vs. Opportunity Matrix
Diversification matters because a balanced portfolio across 
different quadrants can help manage risk and improve long-term 
outcomes.

How to read:

Moving up the matrix indicates higher potential returns.
Moving right indicates higher risk.

For informational purposes only. Not investment advice or a recommendation 
to buy or sell any security.
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Providence House View 
Asset Class View Q3 2026 Rationale
EQUITIES

US US equities continue to benefit from resilient earnings growth, AI-driven productivity gains and strong capital expenditure trends, particularly across technology and communications. While valuations remain elevated 
and geopolitical risks persist, the broader AI ecosystem, infrastructure investment and improving corporate profitability continue to support a constructive outlook.

Europe European equities are supported by increased defence and infrastructure spending, attractive relative valuations and improving industrial activity. However, structural growth challenges, energy dependency and 
political fragmentation continue to temper the outlook relative to other developed markets.

UK The UK market continues to offer attractive dividend income and defensive characteristics, although economic growth remains modest and inflationary pressures continue to constrain monetary flexibility. Select 
opportunities remain within energy, financials and globally diversified companies.

Japan Japan continues to benefit from improving corporate governance, shareholder-friendly reforms and strong exposure to automation, robotics and industrial recovery themes. A supportive domestic backdrop and 
participation in global AI supply chains reinforce the positive medium-term outlook.

Emerging Markets & Asia Emerging markets and Asia remain well positioned amid improving fundamentals, attractive valuations and continued investment into AI infrastructure and manufacturing capacity. Select markets across Asia and 
Latin America are benefitting from supply chain diversification, commodity demand and increasing strategic importance in a more fragmented global economy.

FIXED INTEREST

Government Bonds Government bond yields are expected to remain volatile but broadly range-bound as central banks balance moderating growth against stickier inflation risks linked to energy prices and geopolitical developments. 
Bonds continue to offer diversification benefits, although return expectations remain moderate.

Investment Grade Bonds Investment grade credit continues to provide attractive yields and portfolio resilience, particularly in medium-duration segments. High-quality corporate balance sheets and stable income characteristics support a 
favourable risk-adjusted outlook despite relatively tight spreads.

High Yield Bonds High yield credit fundamentals remain broadly supported by resilient economic activity and healthy corporate earnings, although tighter spreads and later-cycle conditions justify a selective approach focused on 
quality and diversification.

Emerging market Debt Emerging market debt continues to offer attractive income opportunities, supported by improving macroeconomic fundamentals, higher real interest rates and stronger external balances across many developing 
economies. Select local currency and USD-denominated strategies remain attractive.

ALTERNATIVES

Overview Alternatives remain increasingly important within diversified portfolios as investors navigate higher geopolitical uncertainty and structurally higher inflation volatility. Opportunities remain compelling across 
infrastructure, private markets, commodities, hedge funds and gold, particularly where linked to AI, energy security and defence investment themes.

CASH

Overview Although elevated short-term yields continue to provide some support for cash holdings, inflation risks and the improving medium-term outlook for risk assets suggest that excessive cash allocations may limit long-
term portfolio growth potential.

Note:

(Overweight ) Favourable view of the asset class in the short-term and prefer a higher allocation relative to long-term strategic asset allocation

(Neutral) Balanced view of the asset class in the short-term and would hold comparable allocation to long-term strategic asset allocation.

(Underweight) Less favourable view of the asset class in the short-term and prefer a lower allocation relative to long-term strategic asset allocation.

Providence is not permitted to offer investment advice  and does not accept any responsibility for the investment choices of any investor.
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Important Information

Providence is the business name of Providence Life Limited, PCC. The Company does not offer advice. The Company is not authorised to offer insurance products for sale in the United States. Materials are not intended as an offer of insurance and do not 
constitute an offer or a solicitation of an offer to buy insurance in any other country or other jurisdiction in which it is unlawful to make such an offer or solicitation.
Providence Life Limited, PCC is incorporated as a Protected Cell Company in the Republic of Mauritius, is granted a Category 1 Global Business License pursuant to section 72(6) of the Financial Services Act and issues linked long term insurance products under 
the license Long-Term Insurance Business Licence No. C109007268 pursuant to Section 11 of the Insurance Act 2005 and the Financial Services (Consolidated Licensing and Fees) Rules 2008.
Registered office: Providence Life Limited PCC, Level 4, Mindspace SBI Tower, Cybercity, Ebene, Mauritius.
Telephone: +230 466 7070 | Fax: +230 465 0077 | Email: admin@providence.life
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