Weekly Market Directions

L Monica Defend
_ Head of Amundi Investment Institute

Inflation in focus ahead
of Trump’s inauguration 10 ;

US inflation in focus

% "Amundi

Investment Solutions

Trust must be earned

“In the Trump 2.0 administration, the fiscal outlook and inflation
expectations will be the main market themes to watch”:

Inflation news has been a key market driver over the past week,
with core CPI (inflation excluding food and energy prices)
increasing by only 0.2% in December, lower than both the
previous month and below expectations.

More than indicating continued slow progress on reducing
inflation, the main impact has been to reduce recent pressure
on bond yields and leading to a strong repricing in market
expectations on the Fed, with equities also benefitting.

Latest job market data and retail sales confirmed that the US
economy remains in a good shape. All eyes will now be on
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We expect uncertainty to remain high
entering the Trump 2.0 administration.

Source: Amundi Investment Institute, Bloomberg, as of 17

January 2025.

Actionable ideas

Q Multi asset investing to navigate uncertainty
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With rising uncertainty on economic policies, a diversified*

cross asset allocation may potentially benefit from

appealing yield levels and still benign growth dynamics.

Trump’s policies implementation, which, together with inflation,
remain the main theme on the market.

For investors, this calls for keeping a diversified* and balanced
allocation, as market swings are likely to increase.

Go global in equities and focus on pricing power
Diversification* is key in this phase, hence investors

should potentially look at global opportunities and focus
on companies with pricing power.

*Diversification does not guarantee a profit or protect against losses.
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This week at a glance

Equity markets gained in particular after the US inflation number release.
This helped recover previous losses and bring the YTD performance into

positive territory. Bond yields edged lower, while in the commodity space,

oil prices rose, driven by wider sanctions on Russia.
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US retail sales confirm strong consumption momentum
December US retail sales increased by 0.4% MoM in nominal
terms, slowing their pace of growth from November. Gas
stations sales rose by 1.5% MoM, mostly price-related.
Despite the slowdown, the figures still point to robust
consumer spending. In real terms, the trend appears less
bright, as real retail sales ticked down in December, led by
services consumption. All in all, this data confirms solid
consumption at end-2024, bringing strong momentum into the
new year.

UK inflation surprises on the downside

UK service sector inflation declined substantially in
December, from 5.0% YoY in November to 4.4%, the
largest decline since March 2024. This was more
significant than the decline in headline inflation, from
2.6% to 2.5% YoY. The market moved from pricing only
one rate cut this year to two cuts and long-end yields
declined by over 15bp. We expect three 25bp cuts this
year, one more cut than the market.

China’s growth rebounds thanks to policy support
China'’s growth rebounded strongly in Q4, to 5.4% YoY from
4.6% in Q3. Policy supports played a critical role in this
recovery, with a notable acceleration of issuance of public
bonds, leading to a pick-up in industrial production. The
consumer goods trade-in subsidies have also boosted retail
sales. We expect the policy supports to continue into Q1 and
fiscal policy to stay expansionary for 2025.

Japan Inflation, BOJ
decision
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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 17 January 2025. The chart
shows US CPI YoY growth.

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

GLOSSARY

Fed (Federal Reserve): The central banking system of the
United States.

CPI: consumer price index is an inflation indicator.

Core inflation: change in prices of goods and services,
except for those from the food and energy sectors.

BOJ: the central bank of Japan
MoM: Month-on-Month
YoY: Year-on-Year
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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 17 January 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: 20 January 2025.

Document ID: 4167991.

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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