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“A sustained rise in oil prices could complicate central banks' efforts to tame
inflation and manage growth, given the already uncertain environment

The conflict between Israel and Iran has brought to the
fore the market's concerns about oil supply, causing prices
to jump sharply to their highest level since January. Apart
from the human cost, this conflict further complicates the
global economic environment. Central banks such as the
Fed are trying to, and have so far been successful in,
controlling inflation. However, such conflicts, ambiguous
tariffs, and lengthy trade negotiations complicate the
outlook. The Fed's decision to keep rates unchanged is an
acknowledgement of these uncertainties, including the
effect of tariffs on inflation. It will likely resume rate cuts
later this year, as inflation subsides. There is one caveat,
though - sustained high oil prices (not our base case) and
the conflict expanding may reignite inflationary pressures.
In any case, investors should stay diversified* and vigilant.
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“¥" Precious metals such as gold may provide potential We believe an uncertain growth environment coupled

stability to portfolios in times of geopolitical conflicts with risks around global conflicts may underline the
and potential risks around inflation. importance of government bonds in Europe and the UK.

*Diversification does not guarantee profit or protect against a loss.
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Most global equities declined following the escalation of the conflict in

the Middle East and the US strikes. Oil prices increased amid concerns

over supply. Bond yields in most developed markets fell in this

environment. Earlier in the week, the Fed downgraded US economic Americas
growth forecasts for the year.
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US retail sales show signs of weakness in May

US retail sales fell 0.9%, month-on-month, in May. If
we exclude the volatile and discretionary spending (a
better proxy of core consumer spending), the number
was up 0.4%, slightly stronger than expected by
consensus. There was also some weakness in
restaurant sales. We think, the impact of tariffs is still
not evident on prices. Once that happens, we believe
consumer spending will be affected.

Eurozone inflation decelerated in May

The pace of inflation declined to 1.9%, year-on-year, in
May. The services component is the main contributor
to eurozone inflation. Looking ahead, we think
services inflation should moderate as wage growth
slows. Therefore, we believe it should not be a
concern for the European Central Bank. We expect
overall disinflation to continue gradually, provided
the shock to oil prices remains limited in scope and
time.

Bank of Japan slows its bond tapering

The Bank of Japan held its policy rate unchanged at
0.5% as expected, signalling a cautious approach to
future rate hikes, due to the need to monitor US tariff
impacts and heightened global trade uncertainty. The
bank also decided it will continue to reduce its bond
purchases but will decelerate the pace from ¥400bn
to ¥200bn each quarter, starting April 2026.
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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 20 June 2025. The chart
shows US monthly CPI against the Bloomberg
consensus of economists.

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

GLOSSARY
ECB: European Central Bank
EZ: Eurozone

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

PMI: Purchasing Managers Index

UK: United Kingdom

USPCE: US Personal Consumption Expenditures
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 20 June 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 June 2025.

Document ID: 401690.

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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