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United States: difficulties ahead?

The Fed would be ready to act more

The U.S. labor market is showing new signs of trouble, Jerome Powell
warned, hinting that he would be ready to support another interest rate cut
this month.

He said Tuesday in Philadelphia that "downside risks to jobs have
increased,"” a sign that Fed officials have enough evidence to justify
another 25bps cut.

The Fed chair added that in the absence of new data from the Bureau of
Labor Statistics (delayed due to the shutdown), private sector labor market
estimates, as well as Fed studies, provided enough evidence to show that
the labor market was slowing.

The comments suggest that Powell is now taking a more accommaodative
stance on monetary policy, while many economists are concerned that the
Trump administration's tariff policy could cause a new wave of inflation in
the U.S. economy. Nevertheless, there are few signs of broad-based
inflationary pressures at this time.

Jerome Powell said on Tuesday that long-term inflation expectations
remained "in line with our 2% target".

Expectations of Fed rate cuts

rnight Rate (%)
5/Cuts Priced In

Markets are anticipating two 25bp cuts by the end of 2025, one in October

and another in December.
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Figure of the week
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The Fed's Beige Book

The October Beige Book, published on
Wednesday, contained little new information,
with districts reporting conditions broadly similar
to those in September: weakening labor market,

increased pressure on prices and weak
economic growth.
Districts continued to report a decline in

consumer spending, particularly among low- and
middle-income households, and a negative
impact of tariffs on the manufacturing sector.

The analysis of the labour market has shown a
slight weakening over the past six weeks. The
Beige Book noted that “"demand for labor was
generally subdued across all districts and
sectors" and that "more employers reported
reducing their workforce through layoffs and
natural attrition."

While price pressures from tariffs are undeniably
rising across all sectors, not all companies have
yet passed on these increases, protecting
consumers and facilitating further monetary
easing by the Fed — for now.
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The shutdown is costing Americans dearly

Many public services are still at a standstill. Compounding the
economic cost of this shutdown, President Trump's administration
has decided to lay off workers in several departments. Such a
measure is unprecedented: in general, all employees return to
their jobs once the shutdown is over. If these layoffs continue, the
economic impact could be much more pronounced than in
previous episodes.

The Treasury Department estimates that this blockage could cost
up to $15 billion per week in lost economic output, or 0.2
percentage points.

Furious that the Democrats are blocking the budget, Trump said
Tuesday that public servants will not receive all their back pay
when the crisis is resolved. This anxiety-provoking climate is
weighing on household confidence, as shown by the University of
Michigan survey for October.

Unemployment rate in the United States
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Inflation is above target and gently rising, the labour market is
subject to pretty clear downside risks.

Jerome Powell, Fed Chair, 15/10/2025

Market Impact

US 2-year & 10-year rates (%)
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The 2-year and 10-year yields lost 8bp and 7bp respectively when the federal government went into shutdown on

October 1, 2025.
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Beyond the 3-year maturity, rates continue to
steepen. It should be noted that in the space of a
week, US rates have fallen by about 10 bp,
following the dovish statements of the Fed
Chairman.

Source: Amundi, Bloomberg
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IMF Economic Forecasts

The French budgetary situation is worrying. At the IMF's IMF: GDP Growth Projections (%)
autumn meetings, the IMF's economists issued a clear
warning: if no adjustment is implemented, public debt could
be aligned with that of Greece or Italy as a proportion of GDP
by 2030. 35

The deficit could widen further to 5.8% of GDP in 2026 from 3 28 w2024 82025 0202 2
5.4% in 2025, according to the IMF. This projection is far from
the scenario presented by Prime Minister Sébastien Lecornu, 5 21 )
who is counting on a reduction in the deficit to 4.7%.

35

As for the world economy, it is holding up better than 12, iy
expected, growth is expected to be 3.2% instead of 3%. For 1 03 03 0.5 08

2026, the institution maintained global GDP growth at 3.1%. 05
0.2
In addition to lower-than-expected tariffs, global production

was supported by a resilient private sector that concentrated
imports in early April and rapidly reoriented supply chains. 25

05
The IMF's outlook for the United States also remains strong, Us
with growth of 2% estimated in 2025. Its economists forecast

GDP growth of 2.1% in 2026, which is also a slight
improvement from the forecast published in July.
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France | Inflation rate confirmed at 1.2%
(September)

23 October | Publication of the number
° weekly jobless claims American
(if the shutdown ends)

Germany | Inflation rate confirmed at 2.4%

(September) o Oct 24 | S&P Composite PMI Global (Oct)
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This publication is intended for institutional clients only and may not be reproduced, in whole or in part, or communicated to third parties without our permission. Published
by Amundi Asset Management, Société par Actions Simplifiee SAS, with a capital of €1,143,615,555 - 437 574 452 RCS Paris. Asset Management Company approved
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in all countries or available to all customers. The data and information contained in this publication are provided for informational purposes only. Nothing contained in this
publication constitutes an offer or solicitation by any member of the Amundi group to provide investment advice or services or to buy or sell any financial instruments. The
information contained in this publication is based on sources that we believe to be reliable, but we do not warrant that it is accurate, complete, valid or up-to-date and
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