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Trust must be earned
“The ongoing tech revolution is transformative, rendering some businesses obsolete while others
prosper. Therefore, it is important to distinguish structural winners from market noise — those

that maintain strict capital discipline and visibility on returns from their Al investments.”

Monica Defend
Head of Amundi Investment Institute
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Weekly Market Directions

This week at a glance

Equities were mixed across the world. In the US, investors
expressed concerns about valuations and the scale of Al-related
investments. The IT sector sell-off affected EM equities while
Japanese and European stocks rose. US bond yields fell amid weak
labour data. In commodities, gold prices rose over the week,
whereas crude oil declined.
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US job markets are showing mixed signs

Latest labour market data show a mixed picture, with
slight signs of weakening. Although JOLTS job
openings have fallen and unemployment claims have
risen, employee layoffs remain contained. These
indicators suggest that labour market conditions
have deteriorated, but they do not point to a crisis.
Therefore, we believe the Fed should maintain a
balanced approach to policy in pursuit of its dual
mandate, keeping further easing on the table.

Early signs of domestic demand revival in Europe
Economic growth for the quarter ended December
was robust. Italy’s Q4 GDP expanded at a
better-than-expected pace of 0.3% despite
headwinds in the manufacturing sector. German
growth was fuelled by household and government
expenditure, while France saw a modest but positive
contribution to growth from domestic demand.
These developments are nascent signs of
normalisation in domestic demand, in line with our
expectations.

India outlines a balanced budget

India’s annual budget for the financial year 2026-27
(12 months ending 31 March) looks balanced, and
gives some spending flexibility to the government.
We also observe mild consolidation, and focus on
capital expenditure (to expand by 11.5%) and
industrial sector. The fiscal deficit target is mildly
improved to 4.3% of GDP (from 4.4%). Additionally,
the government seems to prioritise labour-intensive
as well as the more productive sectors. Overall, we
think the policy path did not change.
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