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e Markets remain constrictive despite global uncertainties, including US/China trade RESEARCH TEAM
frictions, the French political deadlock, a prolonged US shutdown and a resulting lack of
official US data.

e The risk of sethacks has increased, following a 36% rally in global equities since April’s A team of 13 analysts based in Paris, Cologne, Milan
‘Liberation Day’ trough, led by soaring US tech stocks. But a resilient economy and and Prague runs qualitative and quantitative analysis
further Fed rate cuts should keep risk assets underpinned for now. on macroeconomic and financial issues.

e \Ve retain a cautious stance on EUR fixed income duration given our expectation of Euro The team translates macro and quant views into in-
Area (EA) economic recovery around the turn of the year. We still favour EUR |G Credit as vestment ideas that feed into the investment process.

risk premia remain resilient and demand solid.
e \Ve expect the EUR/USD to resume its upward trend before long as yield differentials are

narrowing.
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DIRECTION OF TRAVEL O () 2 @

e Reduced the overweight (OW) in equity as risk of volatility increases
e Keep OW in EUR IG credit on good fundamentals ‘ Cred't
e Small underweight (UW) in EUR fixed income: risks to bund yields | Sovereign
are titled to the upside ‘
e  Keep strong UW cash
Euro Area ‘
us ‘
e The macro and quant equity picture remains broadly positive |
(supportive global macro surprises and leading indicators for | UK ‘
margins), despite less appealing valuations vs one month ago. |
We maintain our cautious OW on equities and our preference for | Japan ‘
cyclical sectors. We are now neutral on US tech and start a small | -
OW EA vs US, Cina
Emerging Markets ‘
Gov. Eufo Area
(core)
e Bund yields could rise moderately given better growth and high e
2026 bond supply. US yields may dip slightly, but downside is (peripheral)
limited. |
. Gov. US
e Non-core EA government bond spreads have tightened as France
calms and volatility drops. We stay generally positive but cautious | ‘
on OATs. : Euro Investment Grade ‘
Euro High Yield ‘
|
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ISRl ¢ Limited EA short duration. | Duration
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% e \We expect further Fed easing to cap the dollar’s recent bounce Bl IS ‘
s and expect the EUR to be strengthened by an ensuing EA recovery |
q‘:_, and eased French political risks. |
o . . . R | JPY vs. USD ‘
s e Worries about fiscal dominance under new PM Takaichi continue
o to burden the JPY, but much of this seems priced in.
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TOPICS TO WATCH

Two way political risk: escalation in trade tensions (notably US/China) but also chances of
partial reversal of US tariffs.

® Synchronized sell-off in US Treasuries and USD on rising US policy risk.

® Risk of Al bubble burst amid stretched valuations and earnings expectations.

French political and fiscal worries with risks of contagion and renewed concerns about EMU

o .

integrity.
Probability: .II High — II Low
Impact: 8 Hth «— + & Low

GOVERNMENT BONDS AS AN EDGE AGAINST DOWNTURNS?
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Government bonds prices have an inverse correlation with interest rates. In a recession, central banks tend to cut
interest rates to stimulate the economy. This increases the value of fixed-rate bonds already issued, because they offer

higher coupons compared to new bonds.

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 es-timates 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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