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Trust must be earned
“As US debt and fiscal deficits rise, leading to higher volatility in government

bonds, investors should favour a global approach and explore opportunities in
European bonds.”

\ l Monica Defend
. Head of Amundi Investment Institute

US rating S"des, Rising US government debt is a Moody’s Ratings re.centl.y downgraded the US

. . T T (T government’s credit rating by one notch from AAA (the
Spendlng rises w0 On 30 April 2025, US debt highest possible score from the company) to Aa1. Rising
The US government lost their top-notch =§ 34 reached $36.21 trillion government debt .and interest costs, a high fiscal deficit
AAA rating on their long-term issuer debt & g gexce'ss of expenditure ovgr revenues), and government
recently, from Moody’s Ratings. g inaction to address these issues are the main reasons

ﬁ 22 behind this move. The recent approval of President
The debt trajectory is in focus after the r_:; 16 Trump's tax and spending bill in the House could
House approved the tax and spending 5 negatively affect government finances. It is still pending
bill, which is now moving to the Senate. 10 Senate approval, but it has caused alarm in financial
4 . . . . . markets, with yields on the 30-year Treasuries recently

While US government bonds remain key, 2000 2005 2010 2015 2020 2025 Ccrossing the 5.0% level. Increased volatility in the US
financial and policy issues are leading to market may enhance the appeal of other markets, such as
higher volatility. Source: Us Treasury, Amundi Investment Institute,

Bloomberg as on 22 May 2025. the European bond market, to global investors.

Actionable ideas

;@—_ European bonds <~ Multi asset
¥ European government bonds may benefit from the High government debt and uncertainty around economic

ECB's easing stance. In addition, inflation expectations growth could create volatility in the markets. A balanced

are less of a concern for the ECB than for the Fed. and diversified* approach could help investors navigate
these risks and enhance returns over the long run.

*Diversification does not guarantee a profit or protect against a loss
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Stocks declined following the threats of high tariffs from President

Trump on the EU. Bond yields were mixed, but long-end yields in the

US and Japan rose amid worries over high fiscal deficit and

government debt. In commodities, gold prices rose, but oil fell due to Americas
discussions among OPEC+ members to increase supply.
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| Commodities, FX and short-term rates, levels and weekly changes
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3357,51 61,53 1,14 142,56 1,35 7,18 2,04 4,34

+4,8% -1,5% +1,8% -2,2% +1,9% -0,5%

Source: Bloomberg, data as of 23 May 2025.
Please refer to the last page for additional information on the indices.

US unemployment claims more or less unchanged
The initial jobless claims for the week ended 17 May
declined slightly to 227,000 (vs. 229,000 prior). The
number of people receiving unemployment
insurance as a percentage of the total labour force
stayed at 1.2%. We do not see any evidence in this
data that businesses are getting more aggressive in
laying people off. At this time, we think, a major
deterioration in the labour markets is unlikely, until
there is more clarity on the economic impact of
tariffs.

UK inflation jumped higher in April

UK inflation was higher than expected in April, at
3.5% YoY, with core inflation (inflation excluding food
and energy components) also accelerating to 3.8%.
Services inflation proved to be the strongest
component, driven by regulated price rises and
volatile components such as utilities. We expect the
BoE to stay on hold in June but cut rates later this
year to support weakening domestic demand and
labour market.

Japan core inflation accelerated in April

Core inflation increased by 3.5%, y-o-y, in April (from
+3.2% in March) due to reduced electricity/gas
subsidies and ongoing food price inflation. More
importantly, services prices remain strong,
confirming that higher wages are impacting prices.
Based on these numbers, we maintain our outlook
for a rate hike by the Bank of Japan in July 2025.
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Equity and bond markets (chart)

Source: Bloomberg. Markets are represented by the
following indices: World Equities = MSCI AC World
Index (USD) United States = S&P 500 (USD), Europe =
Europe Stoxx 600 (EUR), Japan = TOPIX (YEN), Emerging
Markets = MSCI Emerging (USD), Global Aggregate =
Bloomberg Global Aggregate USD Euro Aggregate =
Bloomberg Euro Aggregate (EUR), Emerging = JPM
EMBI Global Diversified (USD).

All indices are calculated on spot prices and are gross
of fees and taxation.

Government bond yields (table), Commodities, FX
and short-term rates.

Source: Bloomberg, data as of 23 May 2025. The chart
shows the University of Michigan inflation expectations
over the next year.

Diversification does not guarantee a profit or
protect against a loss.

GLOSSARY

FOMC: Federal Open Market Committee
ECB: European Central Bank

CPI: Consumer Price Index

GDP: Gross domestic product

Fed: Federal Reserve System, the US's central banking
system

OPEC+: A group of major oil-producing countries such
as Saudi Arabia, Russia.

UK: United Kingdom
BoE: Bank of England
YoY: Year on Year

Discover from
the Amundi Investment Institute.
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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 23 May 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: 23 May 2025.

Document ID: 4529402.

The content of this document is approved by Amundi Asset Management, a French société par actions
simplifiée, a portfolio management company approved by the “Autorité des marchés financiers” or “AMF”
under the number GP 04000036 whose registered office is located 91-93 boulevard Pasteur, 75015 Paris -
France -, under the Paris trade register number 437 574 452 RCS - www.amundi.com
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