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“While the OBBBA’s tax cuts may stimulate the US 
economy in the short run, rising trade tariffs this 
summer could limit gains. The bill also heightens 
medium-term growth risks.” 

“Investors are questioning heavy US 
exposure amid shifting correlations and 

potential USD weakness, driving a rethink of 
hedging strategies and a push for global 

diversification.”

MONICA 
DEFEND
HEAD OF AMUNDI 
INVESTMENT INSTITUTE

VINCENT 
MORTIER
GROUP CHIEF  

INVESTMENT OFFICER
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The One Big, Beautiful Bill Act (OBBBA), signed by President Trump
on 4 July, marks a significant shift in US fiscal policy. Narrowly
passed by Congress, the bill embodies the core of Trump's second-
term agenda, combining substantial tax cuts with unprecedented
cuts to social programmes and increased security spending.

The OBBBA is a patchwork of regressive measures that exacerbate
inequality, impede the energy transition, and significantly increase
US public debt. However, these measures stimulate the US
economy in the short term, by around 0.2pp, because spending
cuts come next year. But much of this could be offset by increased
interest payments on debt and higher tariffs.

However, any short-term economic performance should not
obscure the exorbitant cost of the OBBBA and its adverse social
effects in the medium term. Ultimately, we believe that it poses a
further threat to the future of US economic power.

The tax cuts are estimated to cost $4.5 trillion over ten years, with
only $1.5 trillion in spending savings, which would increase the
debt by more than $3 trillion.

OBBBA: a costly and socially 
regressive fiscal plan

K E Y  T A K E A W A Y S

T O P I C  O F  T H E  M O N T H

A costly undertaking

As expected, the 2017 tax cuts are being made permanent. Additional cuts are
also being introduced, including an exemption on tips and overtime,
deductions for seniors, and an increase in the State and Local Tax (SALT)
deduction cap from $10,000 to $40,000 (this allows households, in particular, to
deduct their property taxes from their federal income tax). These cuts are
scheduled to expire in 2028 or 2029, while spending cuts are expected to
escalate over time, provided that the Republican Party retains its majority in
Congress in the November 2026 midterm elections.

Unsurprisingly, green subsidies are cut under the new multi-year budget,
including the elimination of numerous incentives for renewable energy and the
scrapping of the tax credit for electric vehicle purchases in September 2025, in
favour of measures promoting fossil fuels and nuclear power. In addition,
social assistance is being cut: 12 million people could lose access to Medicaid
and the SNAP food assistance programme.

However, increased spending on security and defence has been allocated for:
$170 billion to border security and $150 billion to defence.

Overall, the tax cuts are estimated to cost $4.5 trillion over ten years, with only
$1.5 trillion in spending savings, which would increase the debt by more than
$3 trillion.

“12 million people 
could lose access 
to Medicaid and 

the SNAP food 
assistance 

programme.” 

A U T H O R S

DIDIER
BOROWSKI

HEAD OF MACRO 
POLICY RESEARCH, 

AMUNDI INVESTMENT 
INSTITUTE
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An unnecessary fiscal boost

Had the 2017 tax cuts not been extended, the US economy would have
experienced a sharp tightening of fiscal policy next year.

By comparing the new situation to a scenario in which no legislation had been
passed, some organisations are overestimating the impact of the OBBBA on
GDP growth. This is because they are reasoning in terms of the difference from
a baseline scenario in which taxes would have increased compared to 2024.
This would have had a recessionary impact. This excessive optimism about the
economic impact is particularly evident in official estimates (from the
Congressional Budget Office or the Council of Economic Advisers). However, all
forecasters had already assumed that past tax cuts would be extended.

In practice, it is difficult to disentangle the impact of the 2017 tax cuts, which
have been made permanent, from that of the additional measures announced.
The latter are very diverse, and macroeconomic models are not designed to
take their effects into account. Ultimately, everything will depend on fiscal
multipliers. As a general rule, fiscal measures targeting lower incomes are
estimated to have a much higher multiplier effect than those targeting higher
incomes.

However, timing is crucial. While tax cuts take effect immediately (with some
even being backdated to 1 January 2025), the planned cuts to social spending
have been postponed until 1 October 2026. This will automatically stimulate
economic activity in H2 2025 and beyond.

The two highest income quintiles, which account for over 60% of household
consumption, will fully benefit from the new measures. The wealthiest
households will mainly benefit from the continuation of tax cuts and the new
SALT measures. The other measures will benefit the middle class more.
Conversely, the lowest-income households will experience significant losses in
benefits, but not before October 2026. Meanwhile, businesses will benefit from
the return of 100% immediate tax relief on investments, which should
temporarily boost investment and employment, particularly among SMEs.

The ‘big beautiful bill’ is projected to increase the US debt by over USD 3tn by 2034

Source: Amundi Investment Institute, CBO. Data as of 1 July 2025.
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“Tax cuts take 
effect immediately, 

while social 
spending cuts are 
delayed until late 
2026, supporting 
economic activity 

through 2025.” 
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“The stimulus would 
only partially offset 

the effect of trade 
tariffs, which could 

be significantly 
increased during 

the summer.” 

Estimated effects of major spending and tax provisions of the amended Senate 
reconciliation bill (with Scott proposal), 2026-2034

Source: Amundi Investment Institute, The Budget Lab at Yale. Estimate universe is nondependent tax units, including non-filers. Income percentile
thresholds are calculated with respect to positive income only. After-tax-and-transfer income is measured as AGI plus: above-the-line deductions, non-
taxable interest, non-taxable pension income (including OASI benefits), non-deductible capital losses, employer-side payroll taxes, inheritances,
Medicaid benefits, and SNAP benefits. AGI percentile thresholds are calculated with respect to positive income only. Data as of 30 June 2025.
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Initially, therefore, there will only be positive multiplier effects. Overall, we
estimate that the additional tax cuts adopted as part of the OBBBA could boost
US GDP by 0.2pp over the next few quarters (H2 2025 and H1 2026), all other
things being equal. Not to mention the possibility of bringing forward certain
security and defence spending ahead of the mid-term elections.

However, this debt-financed fiscal stimulus was misguided. After all, there was
no reason to stimulate an economy that had been operating at full capacity for
the previous two years. That said, the stimulus would only partially offset the
effect of trade tariffs, which could be significantly increased during the
summer.

A highly regressive policy in the medium term

This stimulus will not be sustainable. In the medium term, massive social cuts
will exacerbate inequalities and could lead to the loss of 1.2 million jobs. The
revival in demand will therefore be short-lived; the loss of support for
vulnerable groups will eventually outweigh the increase in demand resulting
from tax cuts. Furthermore, the fiscal cost will be substantial: debt will continue
to rise over the next decade and could reach 130% of GDP by 2034. This
increase in debt threatens to push up the term premium on long-term Treasury
securities, thus tightening financial conditions. Not to mention that
expansionary fiscal policy complicates the Fed's task by giving it fewer reasons
to cut its key rates.

By prioritising short-term 'stimulus' and postponing the implementation of
unpopular measures that have already been approved, the US administration is
making a political calculation. In doing so, it is seeking to maximise its chances
of retaining control of the House of Representatives in November.

However, the strong economic performance should not obscure the exorbitant
cost of the OBBBA and its adverse social effects in the medium term.
Ultimately, we believe that the OBBBA poses a further threat to the future of
US economic power.

Adverse distributional 
effects of the bill on 
low-income segments
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Tariff uncertainty is back with Asia in focus –tariff rates, % GDP loss from +10% tariffs

Source: Amundi Investment Institute, Bloomberg. Data as of 23 July 2025. Note: the implementation of the tariffs announced around the 
beginning of July 2025 has been officially pushed back to 1 August 2025. Note 2: Currently charged tariff exclude sectorial exemptions. 
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Tariff uncertainty looms
ahead of August deadlines

T O P I C  O F  T H E  M O N T H A U T H O R S

ALESSIA 
BERARDI

HEAD OF EMERGING 
MACRO STRATEGY, 

AMUNDI INVESTMENT 
INSTITUTE

In July, the US administration surprised by announcing higher-than-expected
tariffs on some major counterparts—notably 30% on Europe and 50% on
Brazil—while extending the tariff pause until 1 August. Clarity regarding the
administration’s tariff plan with China should instead arrive in mid-August.
Additionally, the recent tariff letters include, explicitly or implicitly, a clause
imposing higher tariffs on transshipping. For example, Vietnamese-origin
cargo considered to be transshipped goods will be subject to a 40% tariff – the
current level applied to China. While final tariff levels remain highly uncertain,
it is worthwhile to begin assessing their impact on growth through trade
channels across countries.

Asia is particularly affected. Despite the challenges in enforcing transshipping
tariffs, medium and small open economies in the region face significant growth
impacts, as they bear among the highest tariff rates in the new letters of intent.
However, the situation remains fluid. Indonesia is a case in point, seeing a tariff
reduction from 32% to 19% on the back of a deal to lower its own tariffs on the
US and reduce its trade surplus. Japan also managed to reach a deal a few days
after its upper house election, lowering the tariff from 25% to 15%.

Regarding Europe, the implementation of higher tariffs from 1 August is likely
to cause a contraction in economic activity, potentially reducing growth by an
additional 0.3% to 0.4% through the trade channel between the second half of
2025 and the first half of 2026.

With the latest tariff letters, the effective average tariff rate in the US is
expected to rise from the current 15% to a range of 17% to 20%. This could
negatively impact US GDP by approximately 0.4% and raise the core Personal
Consumption Expenditures inflation rate by about 0.2%. Concerning global
inflation, in the absence of significant retaliatory measures, persistent supply
chain disruptions, and weak currency trends, price dynamics are expected to
remain subdued due to weaker demand.
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30-year government bond yields at 
their highest in decades

US 30Y monthly dislocation

Source: Amundi Investment Institute, Bloomberg. Data is 
as of 22 July 2025.

Source Amundi Investment Institute fair value (FV). Data as of 15 
July 2025..
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Bonds face a fiscal reality 
check

T O P I C  O F  T H E  M O N T H

As the One Big, Beautiful Bill Act (OBBBA) takes effect, fixed income markets
face challenges from rising rates, growing debt, and shifting capital flows.
Drawing on insights from the Amundi World Investment Forum (AWIF) and
recent developments, we highlight key themes for bond investors to watch.

Tug of war: secular drivers vs fiscal realities

What drives rates in the long run? The secular drivers have always been
demographics and productivity, and these variables suggest a return to
structurally lower real rates. US real rates before the 2008 financial crisis were
around 1–1.5%, followed by a post-crisis low of 0.5%, and are expected to
revert to pre-GFC levels in the coming decade.

However, this secular narrative faces headwinds. Elevated public debt levels—
projected to reach 113% of GDP in advanced economies and over 80% in
emerging markets by decade’s end—pose a significant upside risk to yields. For
over a decade, central banks suppressed yields through quantitative easing.
But that regime is ending. As quantitative tightening takes hold, investors are
demanding more compensation for inflation and fiscal risk.

A case in point is the US, where the debt-to-GDP ratio is projected to reach
128% by 2030, fuelling concerns over debt sustainability and fiscal discipline.
This has pushed long-term rates higher, resulting in significant dislocation in
30Y Treasury yields versus our own macro fair value model. Beyond
overlooking the $3.3 trillion increase in US debt (offset only marginally by
annual tariff revenues of $200-300 billion), the greater concern is that the US
fiscal policy mix may remain unfavourable, reducing the Federal Reserve’s (Fed)
ability to cap long-term interest rates through balance sheet management.

A U T H O R S

FEDERICO 
CESARINI 

HEAD OF DM FX 
STRATEGY

SILVIA DI SILVIO
SENIOR CROSS ASSET 

STRATEGIST

“Under the new 
fiscal regime, 

investor sensitivity 
to US debt quality 

is here to stay, 
making it 

challenging to 
determine fair 

value for the long 
end of the curve.” 
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Markets are currently focused mainly on the debt impact, but the
Fed’s balance sheet management will be crucial. While actual QE
in the next year may be unlikely, the Fed’s reserves are nearing
the lower bound of what’s considered ‘ample,’ potentially
requiring reserve management purchases by mid-next year,
indirectly helping the debt dynamics. We asked the attendees of
our Fixed Income breakout session at AWIF what they expected
the Fed to do next: the majority expect a slight easing of rates—
still within mildly restrictive territory—and anticipate the Fed
nearing the end of QT, with potential plans to expand its balance
sheet again.

The fiscal lens now applies to developed markets too.

US Treasury yields currently offer historically attractive nominal
and real returns, especially in a world where nominal growth is
expected between 3.5-4.5%, making them a vital income source
for global dollar base investors. However, fiscal credibility is
becoming a critical differentiator. Markets are applying a
sovereign credit lens to developed economies, not just emerging
ones. In our view, yields of governments that appear too fiscally
relaxed (like the UK or US) will continue to see pressure at the
long end of the curve.

Global diversification beyond the US market

Investors are increasingly questioning their heavy US exposure.
In addition, with changing correlation structures and the
potential for a structural weakening in the USD (see box below),
investors are reassessing their hedging strategies. Where hedges
are too expensive, they are increasingly exploring diversification
opportunities instead. The search for global diversification is
driving interest in European sovereigns (as evident also from the
survey at the AWIF), Asia-Pacific and emerging markets.

This environment demands a more active, globally diversified
approach to fixed income: one that balances long-term secular
trends with rising fiscal and currency risks.

As pointed out also in our Mid-Year Outlook, the US dollar’s recent behaviour has defied historical patterns.
Traditionally, high US interest rates and rising term premia have supported a strong dollar, especially
during equity sell-offs. However, since ‘Liberation Day’, the dollar has decoupled from these dynamics,
failing to strengthen amid Treasury selling pressures. Three factors underpin this shift:

1 Rising fiscal risks: The cost of new US debt is increasingly unjustifiable, with more debt generating
less and more concentrated wealth.

2 Abundant USD liquidity: Foreign ownership of USD assets reached $31 trillion in 2024, reducing
scarcity and encouraging capital repatriation or diversification.

3 Increased hedging activity: Low hedge ratios and shifting correlations between the USD and asset
portfolios suggest a need for more hedging, thereby diminishing the dollar’s safe-haven appeal.

USD medium-term view: Whilst acknowledging short-term volatility, we expect a weak USD trend due to
high financing needs and reduced appetite from foreign investors. The current average fair value for DXY
is below 90 (1.23 for EUR/USD), but a more dovish Fed and/or faster reallocation of capital may add further
downward pressure. Historically, the USD has occasionally undershot fair value before rebounding.

Marketing material for professional investors only9

Hike interest rates 3%

Keep interest rates on 
hold  for longer, but 
stop QT

37%

Cut interest rates above 
neutral and enact QE 54%

Cut interest rates below 
neutral and enact QE 6%

Do you plan to increase your fixed 
income exposure and where?

What do you expect the Fed to do 
next?

Survey Results
Amundi World Investment Forum

6%

50%5%

39%

Yes, in the US Yes, in Europe

Yes, in Asia Not at all

The US dollar: a structural shift in the making?

https://research-center.amundi.com/article/2025-mid-year-outlook
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G L O B A L  I N V E S T M E N T  V I E W S

VINCENT 
MORTIER
GROUP CIO

MONICA 
DEFEND

HEAD OF AMUNDI 
INVESTMENT 

INSTITUTE

PHILIPPE 
D’ORGEVAL

DEPUTY GROUP CIO

Deal or no deal, prepare for a volatile 
summer
Global equities reached new record levels in July on expectations of
trade deals, easing of US tariff threats and hopes of a short-term boost
to US growth from the One Big Beautiful Bill Act (OBBBA). This has
happened despite US tariffs moving higher (when compared with
before Trump came to power), indicating some complacency in risk
assets. On the other hand, bond yields in the US, the UK, Europe, and
Japan are reflecting concerns over debt sustainability.

We think that, with so much uncertainty over policies, any good
news regarding the economy and decisions on tariffs, such as the
one with Japan, is being welcomed by the markets. However,
Trump’s transactional approach will persist even after agreements with
trading partners are finalised. This policy uncertainty is perhaps most
evident in the USD.

We outline below factors that could cause market turbulence this
summer:

▪ OBBBA – short-term gain, long-term pain, and social
consequences. In theory, the bill will likely boost consumption,
investments and GDP growth in the short term, through front-
loaded tax cuts. However, it would add more than $3 trillion to US
debt over 10 years and is likely to hurt the income of the most
vulnerable households when social spending cuts will take effect in
October 2026. Secondly, cuts to Medicaid mean that people may set
aside additional funds for emergencies, impacting their spending
patterns. Finally, in addition to increasing the deficit, the bill is likely
to put further upward pressure on long-term rates.

US debt to GDP has been rising, and the latest OBBBA will only add to that burden 

Source: Federal Reserve Bank of St. Louis, Amundi Investment Institute. Quarterly data shown above. Latest Q1 2025 data, available as of 26 June
2025.
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▪ US companies or consumers, someone will have to bear the
cost of the higher tariffs. If companies pass on the costs to
consumers, then consumers’ disposable income will be affected.
So far, however, companies and importers are bearing the
brunt. Corporate forward guidance this earnings season should
provide more details on the impact of these tariffs on
profitability, and whether companies are putting their capex
plans on hold. In Europe, the focus is on how the strength of
the EUR/USD exchange rate could affect corporate earnings in
the regional currency. On the consumer side, weakness in
personal consumption expenditure, moderation in real
disposable income growth, and cooling — but not massively
deteriorating — labour markets will make consumers more
discerning with respect to discretionary spending.

▪ Final tariffs and retaliation, if any, will affect growth
expectations. Given the still evolving situation, we will assess
the final tariffs by the US, EU and other countries in estimating
our growth forecasts. Q2 GDP data for the US and the Eurozone
US-EU trade negotiations, particularly on tariffs and retaliation,
will affect our growth projections. Any substantial increase in
import duties raises the downside risks to US growth.

Markets’ expectations for US profits this year have declined,
compared with April, and are now closer to our estimates.
Additionally, trade negotiations, and geopolitical risks could
exacerbate volatility. While liquidity is sufficient in the markets at
the moment, this could change if these risks materialise.
Therefore, we believe investors should refrain from taking up
directional risks in expensive segments. We are moving towards a
more nuanced stance on risk, with scope for ample safeguards.

The rosy scenario 
priced in the 

markets ignores 
any volatility 

stemming from 
Trump following 

through on his tariff 
threats, which may 

weigh on US 
growth.

Amundi Investment Institute: Fed independence, trade negotiations, euro strength

EU-US trade negotiation, along with any retaliation, is a major factor that could affect 
growth and inflation expectations for the region, thereby affecting ECB’s policy decisions.

MONICA DEFEND
HEAD OF AMUNDI INVESTMENT INSTITUTE

Risks around Fed’s independence are increasing again. The Fed would like to wait for clarity 
on tariffs and their inflation impact before taking any decision, and rightly so in our view, but 
pressures from the government to take policy actions may cause the market to question the 
bank’s decisions. For now, we maintain our stance of three rate cuts this year. If inflation does 
stay persistently above the Fed’s comfort level, we will also see a weakening of economic 
growth due to tariffs. The Fed may then choose to ignore inflation and focus on the growth 
part of its mandate. 

The ECB appears comfortable with inflation but will likely be vigilant on tariffs. 
Additionally, the bank will monitor the euro’s strength (and the speed of appreciation), which, 
together with tariffs on exports to the US, could affect European competitiveness. For now, we 
keep our projection of two rate cuts this year but may re-evaluate if the US and EU settle on 
higher tariffs. In the UK, we are keeping a close eye on how the Bank of England responds to 
slowing growth, which may force it to ease more than our current expectation of reducing 
rates twice.
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While profit forecasts remain volatile and valuations stretched, we
don’t see a case for structural de-risking but focus on adding
hedges to navigate any volatility during the summer.

▪ In fixed income, attractive carry, a no-recession scenario,
and central banks in easing mode allow us to be positive on
corporate credit. While liquidity in the market is ample at this
stage, this could change amid any pressures from higher tariff
rates. Thus, we focus on carry and quality in credit. Tactically,
we are now close to neutral on overall duration.

▪ US and European stocks rebounded from April lows, but
during that time policy uncertainty has increased. In both
cases though, market breadth is narrow. We are keen to
identify resilient business models less impacted by tariffs and
focus on quality through balance sheet strength. In particular,
we prefer Europe over the US, and we like Japan and the UK.

▪ Emerging markets have been resilient and economic
growth robust. Tariff and trade negotiations could create
volatility, leading us to be more selective. We like EM bonds
with attractive real yields. In equities, we favour franchises that
can capitalise on domestic demand and look for geographic
diversification - emerging Europe, UAE, Latin America, India.

▪ In multi asset, we remain slightly positive on equities and
risk assets. We combine this view by enhancing and
maintaining dynamic safeguards that take into account sharp
market movements. In FX, we stay cautious on the dollar, but
acknowledge a potential for some near-term consolidation. At
the other end, we are constructive on US and EU duration, and
on commodities such as gold.

Uncertainty from 
geopolitics and/or 
trade negotiations 

and disappointment 
on earnings could 

trigger a correction 
in areas that are 
more expensive.

Overall risk sentiment 

Changes versus previous month 

▪ Fixed income: neutral on duration overall.

▪ Multi asset: We see a greater need for strengthening hedges on US equities. In addition, we 
refined our FX views but remain cautious on the USD. In EM, we downgraded AUD/TWD.

▪ FX: slightly cautious on the GBP, and less pessimistic on CNY.

Risk off                          Risk on We think investors should be mildly positive on risk assets 
that offer a good combination of attractive valuations and 
earnings potential. This should be balanced with adequate 
portfolio stabilisers.

Overall risk sentiment is a qualitative view towards risk assets (credit, equity, commodities) expressed by the various investment
platforms and shared at the global investment committee. Our stance may be adjusted to reflect any change in the market and
economic backdrop.

ECB= European Central Bank, DM= Developed Markets, EM = Emerging Markets, CBs = central banks, IG = investment grade, HY =
high yield, HC = Hard Currency, LC = Local Currency. For other definitions see the last page of this document.
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BBB and BB rated debt offer a good balance between yield and quality in EU credit

Source: Amundi Investment Institute, Bloomberg, as of 22 July 2025. Yield to worst shown for the ICE BOFA EU IG and EU HY indices. *Barbell
strategy explores opportunities across the yield curve, mainly through short-term and long-term bonds in order to get higher yields and limit
interest rate risk.

US macro data is holding well, and due to declining inflation, central
banks such as the ECB and the BoE are on an easing trajectory. Even
the Fed will eventually resume easing. At the same time, our base case
is one of no recession in the US and Europe. However, exacerbated by
uncertainties around international trade, growth will likely slow down.
The fiscal lever becomes important in this context, with its aim to
boost spending and security ambitions for instance in Germany.

Balance carry and quality in credit

F I X E D  I N C O M E A U T H O R S

AMAURY 
D’ORSAY

HEAD OF 
FIXED INCOME

This implies that the pressure on the long end of the curve will persist, creating steepening
opportunities. Another key area to enhance income is carry in credit. We prefer to do this through
the quality segments better equipped to withstand pressures from the economy and geopolitics.

Duration and yield curves Corporate credit FX

▪ Tactically, we moved close 
to neutral on duration 
overall. This stance is 
mainly reflected through 
neutrality on the US and the 
EU. In the US, term 
premium and fiscal risks 
are getting more attention.

▪ However, we are 
constructive on Italian 
BTPs, and on UK duration 
amid a dovish BoE. We are 
also exploring the potential 
for barbell strategies along 
the UK curve.*

▪ On Japan duration, we 
remain cautious.

▪ In an environment of 
generally sufficient liquidity 
and decent corporate 
fundamentals, we are 
constructive on credit, 
primarily EU IG (carry is 
attractive vs. sovereign 
yields) and sub. debt.

▪ We explore businesses with 
low debt, medium-term 
maturities and BBB and BB-
rated debt in the EU.

▪ Higher tariffs could lead to 
deterioration in 
fundamentals, leading us to 
focus on quality. 

▪ We have downgraded GBP 
slightly following its strong 
performance. UK macro 
data and its potential 
impact on the Bank of 
England are important 
factors for us to monitor.

▪ We are less pessimistic on 
the CNY, given that the US 
tariffs on China (so far) 
have been better than we 
expected. We remain 
vigilant as the country 
navigates domestic issues 
and volatility on the trade 
front.
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Technology accounted for around half of S&P 500 returns this year*

Source: Amundi Investment Institute, Bloomberg. Calculations based on the % share of sectors in the S&P 500 index, as on 17 July 2025. *YTD
returns as on 17 July 2025.

While markets reached record levels in July, the returns this year have
been driven by a handful of stocks in the US, as well as in Europe. This
increases concentration risks, but on the other hand, it signals that
there are market segments that have lagged behind. We are on the
look-out for such segments and believe the main push to these
businesses could come from how well they are able to maintain
earnings resilience.

Focus on resilient market segments

E Q U I T I E S A U T H O R S

BARRY GLAVIN
HEAD OF EQUITY 

PLATFORM

In addition, even though valuations in Europe are better vs. the US, the big question is how these
valuations can be sustained in the face of tariff risks. And if volatility persists, our approach will be
to focus on selection and diversify away from expensive areas in the US. We also aim to take
advantage of such volatility with a focus on balance sheet strength of companies for example in
Japan and Europe.

Global convictions Sector and style convictions

▪ We believe over the past months there has 
been a lot of noise on the tariff fronts. As a 
result, many quality names have de-rated, 
leading us to enhance our views on these, 
underlining the role of selection.

▪ We maintain our barbell views, and are 
constructive on Europe, particularly small 
and mid-caps. Some European businesses 
should be able to adjust to a trade war with 
the US, given the diversification of their 
revenues. We also like UK stocks due to the 
high dividends on offer.

▪ We are positive on Japan where valuations 
are very attractive. The recently concluded 
trade agreement with the US only adds to 
this sentiment. Japan is also home to high-
quality international companies. 

▪ We are positive on defensive sectors such 
as consumer staples and pharmaceuticals. 
On the latter, we turned slightly more 
positive through some quality opportunities 
in the personal care business available at 
attractive prices. On the other hand, we 
also explore quality cyclical businesses in 
the industrials and materials sectors. 
Overall, we tend to maximise idiosyncratic 
risks.

▪ In the US, we see high dispersion and the 
premium for the Mag 7 as too high. Hence, 
we stay cautious on US growth and tech 
names as we believe they are driven more 
by sentiment and less by fundamentals.
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Global trade has remained strong in the first half of the year, and
we’ve witnessed front-loading in exports to the US because of tariffs.
Looking ahead, stronger EM growth (vs. DMs) will likely persist amid a
generally contained inflationary backdrop, but tariff-related newsflow
with respect to any US trade deals with EMs (for instance with
Indonesia) and new announcements by the US could create volatility.

EM strength tested by trade volatility

E M E R G I N G  M A R K E T S A U T H O R S

YERLAN 
SYZDYKOV

GLOBAL HEAD OF 
EMERGING MARKETS

Hence, trade deals are important but we also take into account market liquidity, domestic
consumption environment and the fiscal strength of these countries to form our views across EMs.
For instance, while we are seeing that Chinese GDP growth was better than expected and indicates
the country may meet government’s growth target this year, domestic consumption issues persist.

EM bonds EM equities

▪ In general, we are constructive on 
corporate credit and are mindful of 
earnings outlook which may be affected by 
macro uncertainty. HY offers opportunities 
but we are selective across countries.

▪ We are also positive on HC debt, but prefer 
HY over IG, with a selective stance in 
markets in Sub-Saharan Africa, emerging 
Europe and Latin America.

▪ Expectations of a weakening dollar and 
under-control inflation provide a 
constructive anchor for LC debt. In 
particular, we like LatAm countries such as 
Brazil, Mexico, Peru and Colombia. 

▪ We are mindful of volatility due to trade 
negotiations and based our stance on 
domestic, country-specific, and 
idiosyncratic factors. 

▪ For example, while we are generally 
cautious on the MENA region, we are 
positive on the UAE, where we see 
attractive, reasonably priced businesses. 
We are also positive on emerging Europe.

▪ In Asia, we believe the Indian markets and 
the technology sector in Taiwan are likely 
to perform well, although trade 
negotiations with the US could act as a 
near-term dampener.

Main convictions from Asia

Asian markets have weathered the Middle-East conflicts, US fiscal uncertainties and 
renewed tariff scares, well so far. Both domestic and international factors provided 
anchoring for markets. Domestically, Asian economies have been resilient, with export 
growth holding up thanks to receding tariffs, while domestic demand was supported by 
incremental policy easing. Externally, buoyant global risk sentiment and dollar depreciation 
have kept financial conditions easy, supporting a re-rating of Asian assets.

Despite this resiliency, we see some risks for Asian economies in H2. An uncertain trade 
outlook, coupled with slowing end-demand from the US and China, will likely keep Asian 
central bankers’ fingers on the easing button. We stay constructive on Asian rates in general 
but see opportunities to benefit from price movements. Asia credit continues to offer 
selective opportunities, where financials companies in Hong Kong, India and Australia are 
particularly attractive owing to their valuations.

Asian equities rebounded strongly together with global markets recently. The 
impressive re-rating has, however, brought valuations back to rich levels, making us a bit 
more selective. This is particularly true for Korea. India remains supported by solid 
fundamentals, but valuations, too, have become a hurdle. We continue to seek selective 
opportunities in China but keep the overall stance as neutral.
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Even as US economic activity is decelerating, there are many sources
of volatility coming from trade, consumption and Trump’s policies on
tariffs. On the other hand, the recently approved OBBBA and any
resilience in US data could provide a near-term fillip to risk assets. In
the Eurozone (EZ), growth will be heterogeneous and supported by the
German fiscal boost. With this in mind, we maintain our slightly
constructive stance on risk assets, but acknowledge the need for
dynamic protections and fine-tuned our FX views.

Equities are displaying strong momentum on the back of tailwinds in
the form of a dovish Fed and an improving manufacturing sector in
the EZ. This allows us to be positive on the asset class and we remain
diversified. We like US, European and UK equities. We also see greater
need for strengthening of protections in the US amid an earnings
season that could be volatile. The UK offers a good diversification
benefit in the broader European region, along with attractive
valuations and a defensive market. In EMs, we stay positive on China
owing to a combination of tech-related and quality opportunities.

In fixed income, we stay optimistic on US 5Y, and on European
duration due to continued disinflation. A small positive stance is also
maintained on UK gilts, given weak growth and a supportive BoE,
although we are pessimistic on Japanese bonds. In EU IG, strong
corporate fundamentals indicate decent outlook for the asset class,
while EM spreads offer a good carry at this stage.

We are monitoring any consolidation in the USD but maintain our
negative stance. We reduced our positive views on the EUR/USD, and
are no longer optimistic on the USD/CHF. At the same time, we raised
our conviction on NOK/USD. The NOK depreciated excessively recently
owing to a dovish central bank, and, we see space for a tactical
rebound. In EM, we no longer like the AUD/TWD due to low carry and
high volatility.

Positive on risk, mindful of Trump factor

“We think investors 
should consider taking 

advantage of low 
volatility to strengthen 

safeguards, 
particularly on US 

equities.”

M U L T I - A S S E T A U T H O R S

FRANCESCO 
SANDRINI

HEAD OF MULTI-ASSET 
STRATEGIES

JOHN 
O’TOOLE

HEAD OF MULTI-ASSET 
INVESTMENT 

SOLUTIONS

Amundi Multi Asset Investment Views*

Source: Amundi, as of 17 July 2025.
Changes M-1 include from previous
month. The table represents the main
investment convictions (including
hedging) of the Multi Asset Platforms.
*The views are expressed relative to a
Reference Asset Allocation (with
benchmark 45% equity, 45% bonds, 5%
commodities, 5% cash) with “=“ being
neutral. The + and – may not sum-up due
to potential use of derivatives in the
implementation. This is an assessment at
a specific time, and it can be subject to
change at any time. This information is
not intended to be a forecast of future
results and should not be relied upon by
the reader as research, investment
advice or a recommendation regarding
any fund or any security in particular.
This information is for illustrative
purposes and does not represent the
actual current, past or future asset
allocation or portfolio of any Amundi
product.

Cross asset allocation 
views net of hedges

Change 
vs M-1

Cash
Duration
Credit

IG credit
HY credit

EM Bonds
Equity 

US 

DM ex US

EM
Gold
Oil

Downgrade vs previous month
Upgrade vs previous month 
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Amundi views by asset classes

Source: Summary of views expressed at the most recent global investment committee (GIC) held 17 July 2025. The table shows absolute views
on each asset class and are expressed on a 9 scale range, where = refers to a neutral stance. This material represents an assessment of the
market at a specific time and is not intended to be a forecast of future events or a guarantee of future results. This information should not be
relied upon by the reader as research, investment advice or a recommendation regarding any fund or any security in particular. This
information is strictly for illustrative and educational purposes and is subject to change. This information does not represent the actual current,
past or future asset allocation or portfolio of any Amundi product. FX table shows absolute FX views of the GIC.

Global Factors Change vs M-1 --- -- - -/= = =/+ + ++ +++

Growth 

Value 

Small Cap 

Quality 

Equity Views

Fixed Income Views

Downgrade vs previous month
Upgrade vs previous month 

Equities Change vs M-1 --- -- - -/= = =/+ + ++ +++

US 

US Growth 

US Value 

Europe 

Europe SMID 

Japan 

EM 

Duration Change vs M-1 --- -- - -/= = =/+ + ++ +++

US 

EU 

UK 

Japan 

Overall  

Credit Change vs M-1 --- -- - -/= = =/+ + ++ +++

US IG 

US HY 

EU IG 

EU HY 

Overall 

FX Change vs M-1 --- -- - -/= = =/+ + ++ +++

USD 

EUR 

GBP  

JPY 

CNY  
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Source: Summary of views expressed at the most recent global investment committee (GIC) held 17 July 2025.

Downgrade vs previous month
Upgrade vs previous month 

Emerging Markets Views

EM Bonds Change vs M-1 --- -- - -/= = =/+ + ++ +++

China govt. 

India govt. 

EM HC 

EM LC 

EM corp. 

EM Equity Change vs M-1 --- -- - -/= = =/+ + ++ +++

EM 

EM Asia 

Latin America 

Emerging EMEA 

EM-ex China 

China 

India 

DEFINITION ABBREVIATIONS

Currency abbreviations: USD – US dollar, BRL – Brazilian real, JPY – Japanese yen, GBP – British pound sterling, EUR – Euro, CAD – Canadian
dollar, SEK – Swedish krona, NOK – Norwegian krone, CHF – Swiss Franc, NZD – New Zealand dollar, AUD – Australian dollar, CNY –
Chinese Renminbi, CLP – Chilean Peso, MXN – Mexican Peso, IDR – Indonesian Rupiah, RUB – Russian Ruble, ZAR – South African Rand,
TRY – Turkish lira, KRW – South Korean Won, THB – Thai Baht, HUF – Hungarian Forint.
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SENIOR CROSS ASSET STRATEGIST

FEDERICO CESARINI 
HEAD OF DM FX STRATEGY

A I I *  C O N T R I B U T O R S

* Amundi Investment Institute

IMPORTANT INFORMATION 

This document is solely for informational purposes. 
This document does not constitute an offer to sell, a solicitation of an offer to buy, or a recommendation of any security or
any other product or service. Any securities, products, or services referenced may not be registered for sale with the
relevant authority in your jurisdiction and may not be regulated or supervised by any governmental or similar authority in
your jurisdiction.

Any information contained in this document may only be used for your internal use, may not be reproduced or redisseminated in any form
and may not be used as a basis for or a component of any financial instruments or products or indices.

Furthermore, nothing in this document is intended to provide tax, legal, or investment advice. 

Unless otherwise stated, all information contained in this document is from Amundi Asset Management SAS and is as of 22 July
2025. Diversification does not guarantee a profit or protect against a loss. This document is provided on an “as is” basis and the
user of this information assumes the entire risk of any use made of this information. Historical data and analysis should not be
taken as an indication or guarantee of any future performance analysis, forecast or prediction. The views expressed regarding
market and economic trends are those of the author and not necessarily Amundi Asset Management SAS and are subject to
change at any time based on market and other conditions, and there can be no assurance that countries, markets or sectors
will perform as expected. These views should not be relied upon as investment advice, a security recommendation, or as an
indication of trading for any Amundi product. Investment involves risks, including market, political, liquidity and currency risks.
Furthermore, in no event shall any person involved in the production of this document have any liability for any direct, indirect, special,
incidental, punitive, consequential (including, without limitation, lost profits) or any other damages.

Date of first use: 22 July 2025.
Document ID: 4684150 

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of €1,143,615,555 - Portfolio manager 
regulated by the AMF under number GP04000036 – Head office: 90-93 boulevard Pasteur – 75015 Paris – France – 437 574 452 RCS Paris –
www.amundi.com
Photo credit: ©iStock/Getty Images Plus - Doug Armand
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Amundi Investment Institute

Get the latest updates on: 

Geopolitics

Economy and Markets 

Portfolio Strategy

ESG Insights

Capital Market Assumptions

Cross Asset Research

Real and Alternative Assets

Visit us on

This environment spans across economic, financial, geopolitical, societal and environmental dimensions. To help
meet this need, Amundi has created the Amundi Investment Institute. This independent research platform
brings together Amundi’s research, market strategy, investment themes and asset allocation advisory activities
under one umbrella; the Amundi Investment Institute. Its aim is to produce and disseminate research and
Thought Leadership publications which anticipate and innovate for the benefit of investment teams and clients
alike.

In an increasing complex and changing world, investors need to better
understand their environment and the evolution of investment
practices in order to define their asset allocation and help construct
their portfolios.

Visit the Research Center

Visit the Research Center

https://research-center.amundi.com/
https://research-center.amundi.com/article/2025-mid-year-outlook

	Slide 1: Summer Twists:  Tax Cuts, Tariffs,  and Treasuries
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21

