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A conflict-prone and increasingly risky environment

2

GEOPOLITICS

◆ Geopolitics: An increasingly fragmented and conflict-prone world.

◆ Trump’s tariffs: The impact on US growth and inflation, and on the EU. 

◆ US economy: Tariffs vs fiscal stimulus.

◆ Chinese economy: No longer going for cheap exports.  

◆ Global finance & geopolitics: Weaponisation and the network effect. 

◆ Eurozone economy: A gradual economic recovery amid rising risks.

◆ Monetary policy: Has the ECB achieved price stability?

◆ Public finances: Is the Eurozone heading towards another debt crisis? 

◆ Sovereign ratings: What is the outlook? What are the risks? 



From trade uncertainty to geopolitical risk?
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GEOPOLITICS
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From trade uncertainty to geopolitical risk?
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GEOPOLITICS



Trump’s hybrid trade war: Not just about tariffs
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TRUMP’S TARIFFS

◆ Politically motivated: 50% on Brazil for “witch hunting” Bolsonaro. 

◆ Deportation link: Freezing of $70mn USAID funding for Colombia. 

◆ NATO: Disengagement. Pressure to purchase US military equipment.

◆ Quantity & price: “Better deal on drug pricing” Merck & AstraZeneca.

◆ FDI: Hyundai battery factory: South Korean workers in chains.

◆ Technological platforms: G7. Quasi-monopolies leading to tensions.   

◆ Section 899: Coming back? If tax systems are deemed discriminatory.

◆ Financial system: Weaponisation and fragmentation.

◆ War: Russian disturbing strategy. 

◆ It is about a money and power struggle, not rules or values. 



Actual tariff rate is substantially lower than the statutory one

6

TRUMP’S TARIFFS



Treasury revenue (actual tariff rate) is what really matters
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TRUMP’S TARIFFS



L-T= net loss for everyone. N-T= How will higher costs be split?
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TRUMP’S TARIFFS

TARIFF COSTS SUBSIDISED BY THE 

EXPORTING COUNTRY → A DE FACTO US TAX ON THE REST 

OF THE WORLD

TARIFF COSTS ABSORBED BY THE 

EXPORTERS → A DE FACTO US TAX ON THE REST 

OF THE WORLD

TARIFF COSTS ABSORBED BY THE 

US IMPORTER → A DE FACTO TAX ON     

CORPORATE AMERICA

TARIFF COSTS ABSORBED BY US 

RETAILERS → A DE FACTO TAX ON     

CORPORATE AMERICA

TARIFF COSTS PASSED ON TO US 

CONSUMERS → A DE FACTO TAX ON                        

US CONSUMERS
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Is USD depreciation amplifying the price impact of tariffs?
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TRUMP’S TARIFFS



No sign exporters are changing prices significantly (in USD)
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TRUMP’S TARIFFS



US imports from the EU are slowing but still well above 2024
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TRUMP’S TARIFFS



Frontloading allowed retailers to restrain price increases
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TRUMP’S TARIFFS



Import prices from the EU are rising not declining
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TRUMP’S TARIFFS



Without second-round effects, inflation will peak at 4.0-4.5%
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TRUMP’S TARIFFS



Not different from EZ’s energy spike: supply → demand shock
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TRUMP’S TARIFFS



Limited unused capacity in industry; max 10% substitution
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US ECONOMY



Unemployment is rising, but it is still below the NAIRU
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US ECONOMY



GDP growth not far from potential: not much slack
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US ECONOMY



Wages and labour productivity are broadly at equilibrium
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US ECONOMY



1st Trump: it was about China, 2nd Trump: it is about the world
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CHINESE ECONOMY



RMB pre-emptive depreciation (ex USD)
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CHINESE ECONOMY



Chinese export prices are increasing (offset by lower RMB)
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CHINESE ECONOMY



The use of RoW reserve currencies is on the rise
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GLOBAL FINANCE & GEOPOLITICS



China is no longer using the USD for its payments
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GLOBAL FINANCE & GEOPOLITICS



CBDCs vs Cryptos vs Stablecoins
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GLOBAL FINANCE & GEOPOLITICS

◆ Digital currencies: CBDCs vs Cryptos vs Stablecoins.

◆ Bitcoin: An art-like market whose value is in the eye of the beholder. 
Trump to create a bitcoin reserve? It is a disaster waiting to happen. 

◆ Stablecoin: The USD will become a global currency (1/2 of the world). 

◆ Banks: Crashing intermediation (distributed ledger technology). 

◆ Financial Architecture: Re-writing the rule book. GENIUS, MiCAR, etc.

◆ A global divide: The world is increasingly polarised into two blocks.  

◆ Risks: Singleness of money, elasticity (liquidity provision), integrity 
(crime) [BIS]. A massive systemic risk (remember the doom loop?) 

◆ Central banks: Impinging on the transmission of monetary policy?



Is innovation and tokenisation at the root of equity rises?

26

GLOBAL FINANCE & GEOPOLITICS



Will a sharp weakening of the USD be the next step? 

27

GLOBAL FINANCE & GEOPOLITICS



Potential growth is struggling to recover since the GFC
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EUROZONE ECONOMY



Persistent trends over the years in per capita GDP
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EUROZONE ECONOMY



Some countries are doing well; others are not
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EUROZONE ECONOMY



Confidence stabilising amid uncertainties
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EUROZONE ECONOMY



Extra savings cumulated since Covid not yet used
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EUROZONE ECONOMY



Some stabilisation in industrial output
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EUROZONE ECONOMY



GDP: A soft patch, but then a gradual recovery
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EUROZONE ECONOMY



Labour market: a remarkable structural improvement 
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EUROZONE ECONOMY



Wages are moving to a level consistent with price stability

36

MONETARY POLICY



Inflation has stabilised around the 2.0% target
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MONETARY POLICY



No significant downside risk on inflation, amid uncertainty
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MONETARY POLICY



ECB done with policy rates, but uncertainty looms large
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MONETARY POLICY



It is a global problem
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PUBLIC FINANCES



Debt ratio performances have differed since the pandemic
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PUBLIC FINANCES



France is an outlier in terms of net borrowing ratio
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PUBLIC FINANCES



France again has a much higher and rigid expenditure 
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PUBLIC FINANCES



Debt ratio performances have differed since the pandemic
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PUBLIC FINANCES



Credit premia have steadily declined
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PUBLIC FINANCES



Can r–y stay structurally low?
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Why is France so problematic? 
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France: Higher premium than what would be justified by debt 
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PUBLIC FINANCES



Markets price France for further rating deterioration
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PUBLIC FINANCES



There is still a core-periphery divide when it comes to rating
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PUBLIC FINANCES



Italy vs France: A massive credit standing gap to bridge
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PUBLIC FINANCES



A conflict-prone and increasingly risky environment
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GEOPOLITICS

◆ Geopolitics: Hedge against an escalation of the conflicts/crises.

◆ Trump’s tariffs: US lower growth, higher inflation, no further rate cuts. 

◆ US economy: -1.0pp tariffs likely compensated by fiscal stimulus.

◆ Chinese economy: Redirection of flows, no substantial weakening.  

◆ Global finance & geopolitics: More tensions to come. 

◆ Eurozone economy: Gradual expansion, resilience, high risks.

◆ Monetary policy: Stable rates from here, barring another shock.

◆ Public finances: No immediate risk of a crisis; yet more challenges.  

◆ Sovereign ratings: Buy France and sell Italy? Not for now. 
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