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Tariffs and European news fuel volatility 
 

 The Trump trades are over, and market rotation outside the US mega tech continues: Rising 

uncertainty regarding Trump’s policies, particularly the economic impact of tariffs, has increased 

in recent weeks. This, coupled with weak economic data, has led to further weakening in US 

equities, with the Nasdaq Index down almost 10% since the start of the year. In contrast, 

European stocks have outperformed in 2025 thanks to improving sentiment due to a possible 

ceasefire in the Russia-Ukraine conflict. The European plan for increased defence spending has 

recently triggered an extreme move in the euro (at its highest value versus the dollar since 

Trump’s re-election) and European bonds, which have surged in recent weeks at a time when 

Treasury yields have decreased amid rising concerns over US growth. 

 US economic slowdown: The US economy is slowing more rapidly than expected, as companies 

have been frontloading imports to discount higher tariffs, and policy uncertainty has dented 

consumer confidence. While we do not anticipate a recession in 2025, fears may increase if policy 

remains unstable. We believe that tariffs will primarily be a threat to growth rather than have an 

impact on inflation that, in any case, would be temporary. Hence, we maintain the view that the 

Fed will cut interest rates in Q2 this year. 

 Investment convictions: Despite the recent selloff, we believe the awaited correction in areas of 

excessive valuations in the US equity market may continue, leading to a continuation of the recent 

rotation in favour of Europe and China. In bonds, it’s key to maintain an active duration 

approach. Since the start of the year, we have first become more constructive on European 

duration and, most recently, we have started to move towards neutrality. We also moved to a 

neutral view on US duration, and we expect the US 2-10 year yield curve to steepen. In credit, we 

remain cautious on US high-yield bonds and favour European investment-grade credit. As our 

original target for the EUR/USD of 1.10 approaches, we expect volatility to remain high and 

believe there is still room for a further correction for the dollar. Overall, we believe it’s key to 

maintain a balanced and diversified allocation, including gold and hedges to address the rising 

risk of downside for equities. 

 

What has been happening across financial markets in recent days? 

Recent market activity has been marked by increased volatility. In the US, this has been mainly 

driven by growing concerns about the trajectory of the US economy, particularly in light of the 

erratic statements from President Trump with regard to tariffs. Additionally, the latest 

economic data has been disappointing. Consequently, the market's expectations for US growth 

for the current year have been revised downwards, moving in line with our more cautious 

estimates, which see the US economy heading towards a slowdown (see box on the next page).  

This environment of significant economic and policy uncertainty has led to a strong rotation 

outside of the US tech mega caps and in favour of Europe and China (see Figure 1).  

Figure 1 | European and Chinese stocks outperform US stocks 

Source: Amundi Investment Institute. Data as of 10 March 2025. 
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The second big market mover has been the recent news flow in Europe, with hopes for 

talks towards a ceasefire in Russia-Ukraine and, most importantly, the announcement 

following the German elections of an ambitious plan to increase defence spending in the 

coming years. 

 

On the currency side, the euro has risen above 1.09, up from 1.03 just ten days ago, reversing 

the Trump trade in favour of the dollar which has dominated markets since Trump’s re-election 

(with many market narratives even predicting that the euro would fall below parity) and moving 

towards our original target for the EUR/USD of 1.10 by the year end. 

 

European interest rates have experienced their worst streak in over two decades. The 

German Bund yield has surged to 2.8%, compared to less than 2.4% ten days ago, while the 

French OAT has risen to almost 3.6%, up from 3.13% ten days ago – levels not seen since the 

sovereign debt crisis of 2011 – while spreads on BTP-Bund have remained pretty stable. In 

contrast, US rates have declined amid rising concerns on economic growth, with the 10-year 

yield at 4.23%, down from a peak of 4.8% just over a month ago. 

Figure 2 | Strong and diverging moves in bond yields in 2025 

Source: Amundi Investment Institute, Bloomberg data as of 10 March 2025. 
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“European markets 

have reacted sharply 

to the announcement 

of increased defence 

spending, with the 

Euro soaring to its 

highest level against 

the US dollar since 

Trump’s re-election 

and bond yields 

surging." 

Focus: US economy is slowing 
 

The US economy is slowing faster than we had anticipated, most likely because of the extreme level of policy uncertainty. 

It is also leading to difficult policy dilemmas for the Fed. While we do not expect a recession in 2025, there will be heightened 

fears of a recession if policy remains volatile. 

 

Consumer confidence and consumption expenditure have fallen abruptly, despite household balance sheets remaining 

relatively healthy. This is partly due to the uncertainty about prices and inflation as consumers fear higher tariffs on a large 

number of US imports. Mexico, Canada – both deeply rooted in US supply chains – and China account for about 40% of US 

imports. And there is a strong expectation that the EU, another region that accounts for a large share of US imports, will soon 

be subject to higher tariffs. As a result, US imports have been unusually high over the last few months in anticipation of 

impending tariffs. Weaker consumption and higher imports are indicative of an impending slowdown – the Atlanta Fed 

GDP tracker suggests flat GDP growth in Q1 at best. The labour market remains resilient, which is encouraging, but here 

too, the increase in the number of part-time jobs is a concern. 

 

With near-term inflation still well above the Fed’s target and consumer expectations of rising inflation (primarily a function of 

tariffs), the Fed will likely be forced to hold rates higher for longer to ensure that inflation expectations stay anchored. 

But, through the course of this year, it will be able to reduce interest rates, both because slowing growth will reduce 

inflation pressures and tariffs, while leading to higher prices, will not lead to higher medium-term inflation. We note that 

business expectations of inflation remain anchored. We continue to believe that tariffs will primarily be a threat to growth 

rather than have a permanent impact on inflation. We therefore expect the Fed to cut interest rates three times this year 

to end 2025 at a 3.75% policy rate (upper Fed Funds target range). 

 

https://research-center.amundi.com/article/what-trump-20-means-economy-and-markets
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European stocks have also experienced some consolidation in recent days, but maintain a 

very good performance year-to-date, with the German Dax at almost +14% and the CAC at +9% 

– primarily driven by gains in defence stocks and banks. In contrast, the Nasdaq has declined 

by almost 10%.  

 

The reversal of Trump trades has also affected Bitcoin, which has dropped to below 80.000 

after peaking at around 108.000, while gold continues to stay in demand at around $2.880 per 

ounce, marking an almost 10% increase year-to-date. 

 

Figure 3| Gold vs Bitcoin 

Source: Amundi Investment Institute, Bloomberg data as of 10 March 2025 

 

After the recent moves, what are your expectations for markets? 

As we have seen, gains from the "Trump trade" have been entirely reversed, highlighted by a 

significant underperformance of US stocks and the powerful rotation taking place. Despite 

this, some parts of the US equity market remain overvalued, and the correction is likely 

to continue in these areas.  

 

European equity markets have come a long way in a very short time, and we could now see 

some stabilisation around current levels. A pull-back at this point could present 

opportunities from a long-term perspective. The case for a relative preference for Europe 

vs the US remains intact, as valuations are more appealing and the fiscal push could 

support earnings dynamics. In Asia, Chinese stocks have risen on the back of technology 

announcements, with internet, autos and telecoms leading the gains. The upside in China may 

be coming at the expense of US companies and, indeed, if the advance in Chinese tech 

continues, multiples in the US could come under pressure. Therefore, we could witness a 

continuation of the current rotation out of the US and into European equities. 

 

On the fixed income side, recent market movements confirm the need to maintain an 

active duration approach. In our view, the very sharp rise in German yields may present a 

short-term opportunity, but the supply outlook has clearly changed. Bunds are likely to 

continue to underperform peripheral markets. Although we think the ECB will cut rates down 

to 1.75% this year, given the weakness of current growth, yield curves could steepen further 

due to supply and an improving medium-term growth outlook. In contrast, US yields have fallen 

sharply, particularly at the front end of the curve. 2y yields could fall further towards 3.75%, 

which is where we expect Fed Funds rates to bottom this year. But 10y yields are more likely to 

rise than fall from current 4.20% levels, given their high supply and despite the slowing 

economic growth outlook. As a result, yield curves could continue to steepen between the 
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“Following the 

recent bull run in 

European equities, 

we may see some 

stabilisation. Any 

pullback could 

present 

opportunities, 

especially if 

earnings 

expectations 

improve.” 



 

Marketing material for the exclusive attention of professional clients,  

investment services providers and any other professional of the financial industry. 
4

Market moves | March 2025 INVESTMENT TALKS 

2y and 10y. Finally, in corporate credit, we remain constructive on European investment 

grade credit, with financials in particular likely to see further spread tightening. 

Moving to the dollar, it is selling off despite high US inflation, risks to global trade from tariffs, 

and underperforming US equities. While uncertainty remains, we believe the current trend is 

backed by two key factors that inform our bearish outlook for the USD in 2025. 

 

1- Loss of safe haven status: historical analysis of correlation dynamics (since 2020) shows 

that the USD loses its safe haven status when stock market corrections are driven by 

"lower growth" rather than "higher inflation". We believe this will be the environment 

moving forward in 2025 as economic risks are tilted towards the downside. 

2- Improving sentiment outside the US: Sentiment outside the US is improving amid 

increased EU spending, a potential ceasefire in Ukraine and lower energy prices. This 

further challenges the strength of the USD. However, the lack of execution details on the 

German fiscal package and uncertainty regarding its growth impact are factors to watch, 

as they could increase volatility ahead. 

 

While some good news may already be priced in (with the euro already approaching our 

original target of 1.10 by the end of 2025), high USD positioning and valuation, along with the 

potential for a bull steepening of the US yield curve, indicate that the USD has room for a 

correction. 

 

Overall, we think it is important to maintain a flexible and vigilant stance on duration as 

yields could move fast in a short period of time. Select government bonds, along with 

commodities such as gold, also offer diversification during economic and geopolitical 

uncertainty. At the same time, for risk assets, investors should consider rotation 

opportunities outside of expensive segments towards attractively priced areas that still 

offer robust earnings prospects. Thus, a well-balanced stance is crucial at this stage. 
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Updated views on the main asset classes compared to last month and the start of the year 

Source: Amundi, as of 11 March 2025. *Feb 2025 views are the summary of views expressed at the most recent global investment 

committee held 19 February 2025, with US duration views updated as of 3 March 2025.  

 Asset Class 

View 

Dec 

2024 

View 

Feb* 

2025 

New at 

11 Mar 

2025  

Comment 

E
Q

U
IT

Y
  

United States = = -/= 
Very cautious on mega caps, favouring lower-cap stocks with more appealing 

valuations and an equal-weighted approach. 

US Growth -- -- -- Remain very cautious overall, looking for selective opportunities. 

US Value + + = We continue to favour value relative to growth in the US. 

Europe + + =/+ 
Favoured vs the US (still at discount). We could see some profit taking in the 
market, but long-term dynamics remain supportive and we could see some 

improvements in earnings dynamics from fiscal support. 

Japan =/+ =/+ = 
The long-term case for Japan remains positive, but we have tactically moved 

towards neutrality amid potential impact of strong yen. 

China = = =/+ 

We remain close to neutral stance on China, favouring Chinese tech. Policy 

support is positive, but not enough to have a strong directional view as 
uncertainty on the tariffs side persist. 

EM ex-China + = =/+ 
In January we moved to neutral, amid high uncertainty from Trump policies. A 

weaker dollar and a marked US slowdown could support a more positive 
stance moving ahead. 

India + + ++ 
Aligned with EM ex China we initially moved to neutral stance, amid 

uncertainty from Trump tariffs. We are now back to a constructive stance as 
valuations are more compelling.  

F
IX

E
D

 I
N

C
O

M
E

  

US govies = = = 
We have kept an active duration stance favouring the intermediate part of the 

yield curve. 

US IG 

corporate 
= = = 

We remain broadly neutral. It’s a yield opportunity more than a spread 
compression story. 

US HY 

corporate 
- - -- This is the area of credit where we remain most cautious 

EU govies (core) = + = 
We have been adding duration in 2025: at current levels we could move more 

neutral overall favouring a steepening of the curve 

EU govies 

(peripherals) 
= = + 

We believe that peripheral yields are increasingly appealing, and spreads 
remain stable 

EU IG corp. + + + No change 

EU HY 

corporate 
= = = No change 

UK govies =/+ + + No change 

Japan govies -/= - - No change 

China govies  = = = No change 

India govies =/+ =/+ =/+ No change 

EM bonds HC =/+ =/+ + The asset class could be supported by Fed cutting rates and weaker USD. 

EM bonds LC = = + The asset class could be supported by Fed cutting rates and weaker USD. 

Oil = = = No change 

USD + =/+ = 
We continue to be very active in currency management where we moved to a 
more cautious stance intra-month and are now close to neutral on the USD.  

We expect volatility to persist. 
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Amundi Investment Institute 
In an increasing complex and changing world, investors need to better understand their environment and 

the evolution of investment practices in order to define their asset allocation and help construct their 

portfolios. 

This environment spans across economic, financial, geopolitical, societal and environmental dimensions. To help 

meet this need, Amundi has created the Amundi Investment Institute. This independent research platform brings 

together Amundi’s research, market strategy, investment themes and asset allocation advisory activities under one 

umbrella; the Amundi Investment Institute. Its aim is to produce and disseminate research and Thought Leadership 

publications which anticipate and innovate for the benefit of investment teams and clients alike.  

 

 
 

 

Definitions 
 Asset purchase programme (APP): A type of monetary policy wherein central banks purchase securities from the market to increase money 

supply and encourage lending and investment. 

 Basis points: One basis point is a unit of measure equal to one one-hundredth of one percentage point (0.01%). 

 Curve flattening: An environment in which the difference (spreads) between yields/rates of short-term and long-term bonds of the same credit 

quality reduces. 

 Curve steepening: A steepening yield curve may be a result of long-term interest rates rising more than short-term interest rates or short-

term rates dropping more than long-term rates. 

 FOMC: Federal Open Market Committee. 

 PEPP: Pandemic emergency purchase programme. 

 Quantitative tightening (QT): QT is a contractionary monetary policy aimed to decrease the liquidity in the economy. It means that a CB 

reduces the pace of reinvestment of proceeds from maturing government bonds. It also means that the CB may increase interest rates as a 

tool to curb money supply. 

 Volatility: A statistical measure of the dispersion of returns for a given security or market index. Usually, the higher the volatility, the riskier 

the security/market. 
 

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 

S.A.S. and is as of 11 March 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 S.A.S. 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 Amundi have any liability for any direct, indirect, special, incidental, punitive, 

consequential (including, without limitation, lost profits) or any other damages due to its use. 

 

Date of first use: 11 March 2025. 

Document ID: 4310233. 

 

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of €1,143,615,555 - Portfolio manager regulated 

by the AMF under number GP04000036 – Head office: 91-93 boulevard Pasteur – 75015 Paris – France – 437 574 452 RCS Paris – www.amundi.com. 
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