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e The Al revolution is intensifying demand for both debt and equity capital just as governments MACRO & MARKET
face rising financing needs (ageing, defence, climate). This competition supports a regime of
higher interest rates. RESEARCH TEAM

e \While the Strait of Hormuz and Iran’s nuclear programme issues remain unresolved, the recent
deal and the sharp decline in energy prices have significantly reduced downside risks to global A team of 11 analysts based in Paris, Cologne, Milan
growth. We now see risks skewed to the upside, particularly in the US. and Prague runs qualitative and quantitative analysis

e US inflation remains a concern in an economy that continues to run hot. While our Fed and ECB on macroeconomic and financial issues.
forecasts are respectively in line and less hawkish than market pricing, we see limited SCOPe g team translates macro and quant views into in-
for lower long—term rates, especially in the US. Softer Fed forward guidance and the return of a vestment ideas that feed into the investment process.
positive stock—bond correlation both point to higher term premia.

e \We continue to prefer Credit over Govies, even at this tight level of spreads. Public finances are
a bigger concern than corporate balance sheets. We maintain a small overweight in Equities,
with a geographically diversified and cyclical bias. To monitor the risk of the Al tide peaking, we
track Capex and Tech margins.
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US (4] Segtiment indicators improved CH|NA @ Industrial production and
in June , -
Hopes of conflict-end and resilient . retail sales resilient in Q2
@ cor?sumer put mild upside risk to @ Tailwind to activity from e (Fjg;}theirﬁgc;rg;vr;hailgwdown " @ Core inflation heading
our 2% growth forecast receding ol prices _ above 2%
@ Core inflation remains elevated at © Stable labour market o Ezzog;gg(r)gsdnven by EVs @ BoJ raised the policy rate
above 3% @ Risk that a hawkish ECB hikes o to 1%
@ Downside risks for labour market again o Currency appreciation trend to
have decreased continue
@ The Fed turned more hawkish.We
expect one rate hike versus market
pricing of nearly two
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EMERGING MARKETS (EM)

@ Economic resilience with limited impacts of the Iran conflict
@ Central Banks’ credibility is not a risk despite slight inflation rebound
@ FXs temporarily hit by stronger USD

@ Positive
@ Negative
@ Topic to watch

Your Partner for Progress.
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e Small overweight (OW) in Equity, with a balanced regional exposure
e Keep OW in Credit, both IG and HY, especially financials 3
e Maintain underweight (UW) in Cash and Government Bonds | Sovereign ‘

e [n EM we prefer local currency debt to USD denominated one

Euro Area ‘
us ‘
e Following the announced US-Iran deal, the backdrop for equities UK ‘
remains broadly constructive. | 1
e Corporate fundamentals are solid: strong cash generation, low Japan ‘ |
leverage, high profitability and productivity gains. Chin:a ‘
Emerging Markets ’
Gov. Euro Area
(core)
Gov. Euro Area ‘
(peripheral)
e Moderate upside risk to long-end yields, especially in the US. |
e Despite oil returning close to pre-war levels, inflation expectations Gov. US
have fallen too far. ‘ |
Euro Investment Grade ‘
Euro High Yield ‘
|
.o ‘
§ e Neutral duration in Euro Area (EA), slightly negative in US. | Duration
=] ‘
(o)
e USD strength now reflects US resilience, tighter Fed pricing and ‘
g yield support, not oil; Warsh’s hawkish signal lifts near-term 3 Euro vs. USD ‘
= forecasts. 3 I
qt" e US strength unlikely to persist given already high valuation, 3 JPY vs. USD ‘
8 diversification flows, lower energy prices. JPY relief is delayed. 1

.ﬂﬁ' GENERALI

LN INVESTMENTS



TOPICS TO WATCH

Two sided risk on the Gulf: new escalation into prolonged regional war but also chances of

® swifter deal/US withdrawal.

o Al downturn amid high valuations, earnings expectations and heavy market weights of large
tech stocks.

. Synchronized sell-off in US Treasuries and USD on rising US policy risk, including Fed

appointments.

e UCracksin Private Credit markets (leverage and concentration), especially in the US, trigger
systemic fears.

Probability: I

Impact: =S

DIVERSIFICATION FLOWS

Central banks, especially in emerging markets, have started diversifying their FX reserves, reducing

holdings of USD-denominated assets in favour of other currencies or gold.

This document is based on information and opinions which Generali Asset Management S.p.A. Societa di gestione del risparmio has obtained from sources within and outside of the Generali
Group. While such information is believed to be reliable for the purposes used herein, no representation or warranty, expressed or implied, is made that such information or opinions are
accurate or complete. The information, opinions estimates and forecasts expressed in this document are as of the date of this publication and represent only the judgment of Generali Asset
Management S.p.A. Societa di gestione del risparmio and may be subject to any change without notification. It shall not be considered as an explicit or implicit recommendation of investment
strategy or as investment advice. Before subscribing an offer of investment services, each potential client shall be given every document provided by the regulations in force from time to time,
documents to be carefully read by the client before making any investment choice. Generali Asset Management S.p.A. Societa di gestione del risparmio may have taken or, and may in the
future take, investment decisions for the portfolios it manages which are contrary to the views expressed herein. Generali Asset Management S.p. A. Societa di gestione del risparmio relieves
itself from any responsibility concerning mistakes or omissions and shall not be considered responsible in case of possible damages or losses related to the improper use of the information
herein provided. It is recommended to look over the regulation, available on our website www.generali-am.com. Generali Asset Management S.p. A. Societa di gestione del risparmio is part

of the Generali Group which was established in 1831 in Trieste as Assicurazioni Generali Austro Italiche.

Find out more:
www.generali-investments.com
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