
US
Domestic demand remained strong 
in Q1 despite gloomy surveys

Core inflation weakens slightly

Trade policy uncertainty renewed 
by court battle on tariffs

Budget draft implies a higher 
federal deficit

Despite strong Q1 GDP 
tariffs are expected to slow 
down growth

Inflation remains among 
the highest in G-7 
countries...

…but growth concerns 
will lead the BoJ to delay 
to Q1 2026 the next rate 
hike

JAPAN
CHINASurprisingly strong growth in 

Q1...

… but indicators imply cooling 
in Q2

Disinflation, better 
manufacturing outlook  

ECB cut to 2% but signal that 
easing cycle is close to the 
end 

Topics to watch

Positive

Negative

EMs supported by the trade truce

EMs assets keep performing well

Growth to slowdown with lower trade volume

EMERGING MARKETS (EM)

MARKET OUTLOOK

•	 The economic fallout of Trump’s tariffs has still to show up in the hard data. But peak 
trade uncertainty is probably behind us. Trump’s blinking and recent court challenges 
to the tariffs’ legitimacy have curbed the likelihood of a worst-case scenario that would 
have included a US recession.

•	 Investors are still cautiously positioned on risk assets and may react more favorably to 
further aspects of Trump’s agenda, notably on deregulation.

•	 We favour a slight tactical long duration in euro area fixed income given further 
European Central Bank rate cuts (ECB). Fiscal worries entail more two-sided risks for 
US debt, even though current United States Treasury (UST) yields are not far away from 
interesting entry points. The US dollar is set to weaken further, though.
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Market Compass

EUROZONE

Slowing down after a strong 
Q1

Tariffs easing to support 
sentiment but uncertainty to 
remain

Room for more fiscal and 
monetary support



•	 Positive trends in money supply and Fed’s reserves and good 
market technicals.

•	 Slight OW due to risks: lingering discussions about tariffs, high 
policy uncertainty and potential macro weakness. 

•	 With US exceptionalism weakening, ex-US equities have a 
chance to outperform. Slightly OW EU vs US.
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DIRECTION OF TRAVEL

•	•	 Almost neutral equityAlmost neutral equity

•	•	 Keep strong overweight (OW) in investment grade credit Keep strong overweight (OW) in investment grade credit 

•	•	 Neutral core govies, moderate long duration stance in core Euro Neutral core govies, moderate long duration stance in core Euro 
Area goviesArea govies

•	•	 Small underweight (UW) in cashSmall underweight (UW) in cash Cash

Equity

Sovereign

Credit
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•	 International bond markets are torn between expectations of 
weaker economic data and a (further) fall in key rates on the one 
hand, and debt sustainability concerns on the other.

•	 Euro Area non-core bonds expected to continue to perform well 
despite the volatile market.
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•	 Slightly long duration for EA and US bonds.

•	 Fading US exceptionalism and loss of trust in US policies are set 
to induce investors to diversify out of the USD to the benefit of the 
EUR and JPY.
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Probability Impact

Further escalation in trade tensions but also chances of negotiations rendering pause or 
partial reversal of US tariffs.

Two-sided risks to disinflation: trade wars, sticky wages/services Consumer Price Index (CPI), 
Euro Area fiscal stimulus vs. cyclical EA risks, volatile energy prices.

Geopolitical surprises, incl. Ukraine ceasefire and/or high Ukraine frontline risk if US truly 
withdraw support (also Middle East, Taiwan).

A macroeconomic and geopolitical concept referring to the persistent outperformance of the United States in terms of 
growth, innovation, capital markets depth, and policy credibility. In financial contexts, it underpins structural demand 
for US assets and the US dollar as global benchmarks for safety, liquidity, and returns.
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