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Global economy
US tariffs: much ado about nothing... for now!




While significant, the increase in the average US tariffs rate
is lower than feared a couple of months ago
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The US Administration has struck deals,
granted many exemptions and de-escalated with China

US theoretical and observed tariffs rates
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With most countries having refrained to retaliate,
activity at the world level has been resilient... so far!

World PMI
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IMF GDP growth forecasts
(% annual rate, October 2025)
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China

A trade truce amidst growing rivalry



While GDP growth was still solid in Q3, deflation is well alive
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China is still suffering from a saving glut
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Household saving rate
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Unemployment rate
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The Neijuan* policy is now holding back business investment...

Contribution to real GDP growth Fixed asset investment by industry
(% year on year) (% year on year growth of investment cumulated since the start

of the calendar year, January 2023 — October 2025)
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(*) Neijuan is the Chinese term for “involution”, a concept from sociology that refers to a society that can no longer evolve, no matter how hard it tries.
Applied to the individual, it means that no matter how hard someone works, progress is impossible.

Sources: LSEG Datastream, Haver Analytics, Bloomberg, Candriam AN
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Having learned to escalate and retaliate, China has — at least
temporarily — won the trade war, keeping relatively easy

access to restricted technology
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Rare earth elements supply
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The trade truce was extended
for one year in the Kuala Lumpur
agreement

Fentanyl tariff: The US remove the 10%
fentanyl tariff. Based on previous tit-for-tat
measures, China removes the 10-15%
retaliatory tariff on US farm goods.

Reciprocal tariff: The 90-day pause on 24%
(out of 34%) reciprocal tariff is extended by
one year.

Export controls: The US suspend the
implementation of its “50% affiliate rule” for
one year*. In return, China suspends the
implementation of related export controls
announced on October 9 for one year.

(*) By applying the Affiliates Rule, more than
20,000 Chinese subsidiaries and indirectly owned
entities (as against 1,300 today) would have fallen
under the same export control restrictions as their
listed parent companies.
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... in order to maintain GDP growth close to their target

Real GDP growth Real GDP
(%, annual average) (2019 Q4 =100)
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United States <02 ||

A tale of two economies...



D. Trump has delivered on its agenda

Higher tariffs No taxon tips... Deport undocumented immigrants
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Private domestic demand has remained resilient in H1 2025...
but its drivers have changed!

Private domestic demand

Contribution to private domestic demand growth
(% quarter on quarter, annual rate) (%, annual rate, ex inventories)
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The current juxtaposition of strong investment spending
and weak hiring is rather unusual

Business investment and employment
(% change over 2 quarters, annual rate)
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Job creations have clearly softened,

and the unemployment rate is creeping up

Job creations
(thousands, monthly rate)
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Households will bear the brunt of the cost of tariffs (1)

Wholesale and

retail trade margins**
(January 2016 = 100)

Import prices*
(December 2024 =100)
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(*) Tariffs are excluded from import prices. (**) Producer price index for the trade sector is calculated

as selling price less acquisition price of products.

Sources: BLS, LSEG Datastream, Candriom
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Prices of import sensitive goods
(CPI, ex food and energy)
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Import price sensitive goods
have added 0.5% to annualized
inflation over the past 3 months.
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Lower and middle-income households
are facing mounting financial strains

Wages
(% year on year, 12mma)

49

Effects of Trump’s policy on income,

by income c(:lcicile in 2026
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For high-income households,
wealth effects have been very favorable over the last years

Household financial assets by income quintile

($ trillion, 2025 Q2)
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We continue to expect growth to decelerate,
but a recession should be avoided

Real GDP Real GDP
(billions of constant dollars, annual rate) (% year on year)
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Sources: LSEG Datastream, Federal Reserve, Candriam AN
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The task of the Fed is far from easy

Data quality
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Labor force growth in 2026
depending on immigration policy
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EUuro aread
Between the United States and China...




Since the beginning of 2025,
GDP grew moderately in the euro area

Real GDP

(compared to 2004-2019 trend, 2019 Q4 = 100)
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Domestic demand has barely accelerated... exceptin Spain

Euro area ex Ireland GDP components
(2019 Q1 = 100, volume)
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PMI indices are better oriented...

Manufacturing PMis Services PMis
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Still, business investment has little reasons
to gain momentum (1)
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Capacity utilization rate
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in the euro area**
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Residential investment should recover

Loans for house purchase Euro area residential investment
in the euro area (% year on year, volume)
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Household confidence remains weak

Consumer confidence in the euro area
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Sources: LSEG Datastream, Candriom AN
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Saving rates stay elevated
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Moderate growth in real income should, however,
enable consumption to grow at 1%

(% year on year)
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90 November 2025 Marketing communication for Professional & Qualified Investors.  ~Wik#




Despite a deal, the rise in US tariffs will weigh on activity

Effects on euro area GDP

Tariff rate on US imports from EU of a15% increase in US tariffs
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Sources: Census Bureau, Candriam AN
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The Recovery and Resilience Facility will however provide
some offset in 2026 as governments speed up implementation

Government investment and capital transfers
(% of country’s GDP)

Recovery and Resilience Facility Germany France
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Despite the German plan,
fiscal policy is unlikely to be very supportive

Fiscal impulse in 2026

(% of country’s GDP)

(% of euro area’s GDP)

Euro area’s fiscal impulse
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After a slowdown, growth is set to pick up in 2026
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S Our scenario

ECB (September 2025)
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The ECB has nhormalized its monetary policy

ECB interest rate expectations 10-year German sovereighn rate
(%) and short-term(rc;te expectations
%
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Sources: LSEG Datastream, Candriam AN
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Disclaimer.

This is a marketing communication. This document is provided for information and educational purposes only and may contain Candriom’s opinion
and proprietary information. This document does not constitute an offer to buy or sell financial instruments, nor does it represent an investment
recommendation or confirm any kind of transaction, except where expressly agreed. The opinions, analyses and views expressed in this document
represent Candriam’s views only. Although Candriam selects carefully the data and sources within this document, errors or omissions cannot be
excluded a priori. Candriam cannot be held liable for any direct or indirect losses as a result of the use of this document. The intellectual property
rights of Candriam must be respected at all times, contents of this document may not be reproduced without prior written approval.
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UPCOMING SOCIETY.EVENTS

2} Jan: New Year'stoast 2026 with Arjen Siegmann on Outlook 2026
“10 Feb: Social Impact = financial necessity, investment case for real
estate

follow:us on LinkedIn: subscribe to our newsletter:

2. CFASociety
A Netherlands
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