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Growth

• US Gross Domestic Product (GDP) growth is expected to slow from an annualised 2.4% growth rate
in the fourth quarter of 2024 to an estimated 1.4% in 2025, as the economic drag from tariffs
becomes more pronounced. Tariff implementation is likely to accelerate as exemptions expire and
tariff collection improves. As US growth slows relative to that of the Emerging Markets’, the US
Dollar (USD) is likely to weaken. Narrowing interest rate differentials and the potential appointment
of a more dovish Federal Reserve (Fed) Chair next year could further weigh on the dollar.

• The Chinese government’s anti-involution campaign may weigh on China’s growth in the near term
as it curtails capacity expansion and production in some sectors. Chinese growth may slow over the
next few months before the government responds with new measures. Meanwhile, falling inflation
in India provides room for the central bank to ease more aggressively to boost growth. The
government’s recent proposed simplification of the Goods & Services Tax can partially offset the
GDP drag from the looming 50% US tariffs.

Asset class view

• Trade uncertainty has abated since Liberation Day, underscored by the European Union (EU)-US 
trade deal on 28 July and the more recent 90-day extension of the US-China tariff deadline. We 
remain positive on risk assets, such as global equities, in the near-term. The solid US earnings season 
in the second quarter, more constructive global trade developments/news and the more 
accommodative stance by many global central banks to date, create an environment where, absent 
new negative shocks from tariffs or geopolitical tensions, the equity markets can continue grinding 
higher in the near-term. That said, the market’s upside is likely more limited from here as compared 
to Q2.

• Meanwhile, we remain tactically constructive on US Treasuries as US yields remain attractive at 
current levels. US Treasury yields have traded in a narrow range, caught between the inflationary 
impact of tariff policies and the economic slowdown.

Macro Overview

Monetary policy

• The Fed will probably cut interest rates by 50bps by end-2025, possibly beginning in September.
However, with US inflation expected to rise, the Fed will need the US unemployment rate to climb
to justify rate cuts. Meanwhile, private hiring has stalled, and the Department of Government
Operations and Expenditure is implementing public sector cuts. A break higher in weekly
unemployment insurance claims towards 300k would signal that the US labour market is cracking.

• We expect most Asian central banks to cut by at least 25 to 50 basis points this year and next as
export growth starts to slow and Asian currencies appreciate in the second half of 2025.

Inflation

• US producer prices rose by a higher than expected 0.9% in July. This, combined with July’s 0.2%
month on month increase in US headline consumer prices suggests that inflation pressures are
likely to start showing up in the US core Personal Consumption Expenditures (PCE) Index - the Fed’s
preferred inflation measure - later this year.

• On the other hand, inflation is below central bank targets in most countries in Asia except for South
Korea and Japan. Softer economic growth, lower oil prices, and stronger Asian currencies point to
Asian inflation remaining contained over the rest of 2025 and going into 2026.
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On-going trade policy developments Trade uncertainty has abated 
since Liberation Day, underscored by the EU-US trade deal (28 July) and 
the more recent China-US tariff deadline extension (for another 90 days). 
Despite recent generally constructive trade developments, Trump could 
still surprise with more aggressive than expected sectoral tariffs in the 
fourth quarter of 2025 and first quarter of 2026, following results of 
various Section 232 investigations. 

Geopolitical developments While recent geopolitical tensions have 
somewhat eased, we continue to closely monitor such events due to their 
potential to impact investor sentiment. Although such events typically 
have limited long-term effects, we remain mindful of the risk of short-
term supply-side inflation shocks that could drive energy prices higher or 
other events that might raise inflation expectations.

US fiscal policy instability The recent enactment of the One Big 
Beautiful Bill Act, a massive US law combining tax cuts, spending hikes 
and policy changes central to President Trump’s second-term agenda, on 
4 July is expected to increase the US’ primary deficits by over USD2.4 
trillion over the next decade, based on a recent cost estimate from the 
Congressional Budget Office (CBO). We remain cognizant that an 
uncontrolled debt spiral of sorts would lead to a large (sizeable) uptick in 
the risk premium for US Treasuries over the longer-term. 

Medium High

Medium Medium

MediumMedium
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• The Fed held its policy rate steady at 4.25% to 4.50% for the fifth consecutive meeting, 
amid strong labour market conditions and persistent inflationary pressures. US Treasury 
yields were volatile during the month, as investors assessed the implications of recent 
trade developments, increased debt issuance, and newly released GDP data. US Treasury 
yields generally rose along the curve; the 2-year yield rose by +22 basis points (bps) to 
3.94%, while the 10-year yield climbed by +13 bps to 4.37%.

• Global government bond prices generally declined in July, weighed down by rising 
concerns over widening fiscal deficits and geopolitical tensions. The Bloomberg Global 
Aggregate Index returned -1.5% and the Bloomberg U.S. Aggregate Index returned -0.3%. 
US credits fared relatively better than US Treasuries. EM USD sovereign bonds, as 
measured by the JPMorgan EMBI Global Diversified Index, rose by 1.3% in July, extending 
its June gain as investors sought to diversify from US bonds. The Asian USD bond market, 
proxied by the JP Morgan Asia Credit Index, rose 0.6%, with the high yield segment 
outperforming its investment grade counterpart.

Market Recap and Update

• Global equities rose by 1.4% overall in July on the back of easing trade tensions. The S&P 500 Index 
gained 2.3%, supported by robust corporate earnings, especially from Artificial intelligence (AI) – 
linked companies. European equities fell by -1.8%, as the initial optimism over the US-EU trade deal 
faded amid emerging concerns that the terms appeared to favour the US. Emerging Markets (EMs) 
rose 2.0%. Japan equities fell 1.4% on tariff uncertainty and after the Upper House election 
delivered political gridlock and fears of fiscal deterioration. 

• China equities (MSCI China) rose by 4.8%, supported by easing trade tensions with the US, stimulus 
measures and foreign fund inflows. The People’s Bank of China (PBoC) maintained the one-year 
loan prime rate at 3%, citing slow growth and demand affected by US tariffs. Thailand and Taiwan 
were also top performers within EMs, up 14.4% and 5.6% respectively. Thailand gained on increased 
foreign investor interest and optimism over its trade negotiations with the US, its largest export 
market in 2024. Meanwhile, Taiwan was supported by the optimism surrounding the AI boom. 
Indian equities were amongst the largest laggards, falling -5.0% on weak quarterly corporate 
results, foreign outflows, and the imposition of an extra 25% tariff by the US.

Global Equity Markets
(Monthly gross returns as of 31 July 2025, in USD)*

Data source: Eastspring Investments, LSEG Datastream and MSCI. *Monthly total returns are provided as of 31 July 2025. Equity returns are referenced by the respective MSCI market indices quoted in USD, in gross return 
terms. “Global” is represented by the MSCI ACWI; “DM” is represented by the MSCI World Index. “APxJ” is represented by MSCI AC Asia Pacific ex Japan Index. “EM” is represented by MSCI Emerging Markets Index. “Value” 
and “Growth” are represented by the MSCI World Value Index and MSCI World Growth Index, respectively. “China” is represented by the MSCI China Index and “China A” is presented by the MSCI China A Onshore Index. 
The fixed income markets are represented as follows: "U.S. Corporate Bonds": ICE BofA U.S. Corporate Index (USD) TR Index gross; “EM Sovereign Bonds”: J.P. Morgan EMBI Global Diversified (USD) TR Index gross; “U.S. 
Treasuries”: Bloomberg U.S. Treasury Index (USD) TR Index gross; “Asian USD Bonds”: J.P. Morgan Asia Credit Index (USD); "Global Aggregate Bonds": Bloomberg Global Aggregate (USD) TR Index gross; “U.S. Aggregate 
Bonds": Bloomberg U.S. Aggregate (USD) TR Index gross; "U.S. High Yield Bonds": ICE BofA U.S. High Yield Index (USD) TR Index gross.
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This document is produced by Eastspring Investments (Singapore) Limited and issued in:

Singapore by Eastspring Investments (Singapore) Limited (UEN: 199407631H)

Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore, is exempt from the requirement to hold an Australian financial services licence 
and is licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Australian laws.

Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission of Hong Kong.

Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the Indonesia Financial Services Authority (OJK).

Malaysia by Eastspring Investments Berhad (200001028634/ 531241-U) and Eastspring Al-Wara’ Investments Berhad (200901017585 / 860682-K).

Thailand by Eastspring Asset Management (Thailand) Co., Ltd.

United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore and is registered with the U.S Securities and Exchange 
Commission as a registered investment adviser.

European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring Investments (Luxembourg) S.A., 26, Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, 
registered with the Registre de Commerce et des Sociétés (Luxembourg), Register No B 173737.

United Kingdom (for professional clients only) by Eastspring Investments (Luxembourg) S.A. - UK Branch, 1 Angel Court, London, EC2R 7AG.

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore and is licensed and regulated by the Monetary Authority of Singapore under 
Singapore laws which differ from Chilean laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments. The views and opinions contained herein are those of the author, and may not necessarily represent views expressed or 
reflected in other Eastspring Investments’ communications. This document is solely for information purposes and does not have any regard to the specific investment objective, financial situation and/or particular needs 
of any specific persons who may receive this document. This document is not intended as an offer, a solicitation of offer or a recommendation, to deal in shares of securities or any financial instruments. It may not be 
published, circulated, reproduced or distributed without the prior written consent of Eastspring Investments. Reliance upon information in this document is at the sole discretion of the reader. Please carefully study the 
related information and/or consult your own professional adviser before investing.

Investment involves risks. Past performance of and the predictions, projections, or forecasts on the economy, securities markets or the economic trends of the markets are not necessarily indicative of the future or likely 
performance of Eastspring Investments or any of the funds managed by Eastspring Investments.

Information herein is believed to be reliable at time of publication. Data from third party sources may have been used in the preparation of this material and Eastspring Investments has not independently verified, 
validated or audited such data. Where lawfully permitted, Eastspring Investments does not warrant its completeness or accuracy and is not responsible for error of facts or opinion nor shall be liable for damages arising 
out of any person’s reliance upon this information. Any opinion or estimate contained in this document may subject to change without notice.
Eastspring Investments companies (excluding joint venture companies) are ultimately wholly-owned/indirect subsidiaries of Prudential plc of the United Kingdom. Eastspring Investments companies (including joint 
venture companies) and Prudential plc are not affiliated in any manner with Prudential Financial, Inc., a company whose principal place of business is in the United States of America or with the Prudential Assurance 
Company Limited, a subsidiary of M&G plc (a company incorporated in the United Kingdom).
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