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i CIO THOUGHTS

Tariff and po]icy risks remain under—priced ctgainsf a bctckdrop of oph'mism fueled by OBBB. The coming weeks will

test whether fiscal expansion, cotpifctl weaponisation, and trade tensions can co-exist without forcing a repricing of

globcz] risk assets. Given current risk/reward levels, we do not see a compeﬂing reason to adjust positioning at this stage

and maintain a Neutral stance.

i ASSET CLASSES

Equities

Updates:

> US: Rebounded on strong earnings, trade hopes,
and OBBB-driven optimism.

> Europe: Supported by fiscal stimulus (Germany),
better yields, and narrowing valuations.

> Japan: Trade risks offset by reforms, buybacks,
wage growth, and yen stability.

> China: Macro headwinds persist; policy support
offers selective opportunities.

Our View:

> US: Neutral. Gains possible, but valuations
stretched; Section 899 and tariffs are risks.

> Europe: Neutral. Positive on defence; Section 899
could drive rotation into EU/Asia.

> Japan: Neutral. Awaiting clarity on US-Japan trade
talks.

> China: Neutral. Stimulus needed for pivot; tech a
key beneficiary.

Credit

Updates:

> Credit spreads remain tight but stable, with all-in
yields above 5% still offering attractive value.

Our View:

> Maintain Overweight, favouring IG over HY bonds
with low duration, as the latter is more vulnerable
to slowing growth, rising policy uncertainty, weaker
interest coverage, and potential downgrades.

> Stay low in duration given elevated supply risks

and Treasury volatility.
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FX / Gold
Updates:

>

USD: Bearish positioning has eased, but structural
pressures remain.

> Gold: Still a preferred hedge, supported by US
fiscal and trade risks, central bank demand, and
solid ETF inflows.

Our View:

> USD: A near-term bounce is possible, but foreign
rebalancing of US assets should keep medium-
term pressure on the dollar.

> Gold: Add on dips below $3,300; prices could
breach $3,500 over the next 12 months.

Rates

Updates:

> US Treasuries face a steep maturity wall over the
next 12-18 months. Additionally, if enacted, Section
899 of the OBBB (alongside worsening fiscal and
inflation dynamics) could further dampen foreign
appetite for Treasuries.

Our View:

> Maintain Underweight in government bonds, with a

continued preference for low duration.
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While the outlook for US trade and fiscal po]icy remains uncertain, current po]icy changes are a]reacly set to Weigh
on both US and global growth in 2H25. The trade war is the most significant risk, with the recent tariff hike only
beginning to show its impact. Latest activity data suggest the g]oba] economy is starting to transition into a phase

of subpctr growfh
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> Some labour market indicators (like jobless claims > Exports rose less than expected in May, with the worst
and the ADP report) have softened, although the drop in shipments to the US counteracting strong
broader jobs report remains reassuring and the demand from other markets.
unemployment rate steady. The labour market is
loosening, but only gradually, with income growth > Consumer deflation extended into a fourth month, with
still healthy. factory deflation persisting into the 32nd month.

Producer prices fell the most in nearly two years.
> The divergence between soft and hard data
persists. Sentiment has weakened due to tariff > The dramatic drop in US demand for Chinese goods
concerns and rising inflation expectations, but hard has also worsened China's industrial over-capacity.
data remain more stable. PMIs are still resilient,
inflation has yet to fully reflect tariff impacts, and the
labour market continues to cool at a measured
pace.

§ Europe

> The ECB cut rates by 25 bps to 2%, citing comfort with
current levels as inflation nears the 2% target and
growth remains resilient.

> Additional cuts are possible as early as July if trade
tensions re-escalate or economic activity weakens
further.

> Akey determinant for the rate path will be the potential
50% tariff on EU imports, which could still take effect on
9 July, posing a significant downside risk to the region’s
growth and inflation outlook.
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