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KEY TAKEAWAYS

Amid a fragmenting global order, growth is increasingly resting on a narrow base of drivers,
economic gains are becoming more unevenly distributed, and inflationary pressures are likely
to persist. Against this backdrop, monetary and fiscal policy need to be considered together,
with fiscal policy acquiring greater importance despite limited fiscal room.

Summer policy events reflect an interlinked trend: Japan’s push for domestic investors to fund
its debt, US Treasury buybacks, and moves to diversify suggest the old model of recycling
global savings into US bonds is fading.

We expect major central banks to continue tightening monetary policy, but by less than
markets currently price in. Their policy paths remain highly data-dependent amid war-related
inflationary risks.

In a low-trust world that is becoming increasingly predatory, investors should expect supply shocks to become
a new norm and the distribution of economic gains to stay uneven. Another result of the global order
fragmenting is the rise of fiercer competition between countries. However, this competition is no longer
limited to trade, tech, industrial leadership or energy security; it is instead being shaped by a relentless search
for capital at the public and private level.

Competition does not necessarily imply weak growth. In some regions, the race for innovation and the pursuit
of strategic autonomy are actually supporting, if not boosting, economic activity. What makes the picture more
fragile is the concentration of that economic performance: growth is increasingly resting on a narrow base.

Ultimately, countries are all investing in the same sectors, and growth policies are shifting away from
consumption and labour towards investment and capital. In this new environment, the economic benefits will
be less and less evenly distributed.

At the same time, waiting for innovation to deliver price stability or for demographic trends to suppress
demand is not a viable short-term strategy. Inflationary pressure is likely to persist. On the demand side, the
investment surge into strategic autonomy, high energy needs and competition for critical resources all collide
with scarcity. For critical minerals, supply is constrained by refining and processing, which sits in just a few
hands. On the cost side, we are moving into a “toll world": as chokepoints and waterways become contested,
the friction of moving goods rises, and those costs feed straight through to prices. Finally, climate events will
materially affect food security and food inflation.

Whether governments are pursuing supremacy, adaptation or survival, this evolving environment requires
policy adaptation. For policymakers, the surge in economic and financial warfare means that monetary and
fiscal policy increasingly need to be considered together. As a result, fiscal policy is acquiring more
importance, while monetary policy might increasingly be left to complement fiscal policy rather than anchor
the entire macroeconomic framework on its own, with important repercussions on the market.

The problem is that fiscal policy's broader ambitions collide with the almost global absence of fiscal room.
Overall, subdued growth is generating insufficient revenues to revert high debt ratios. In many countries,
binding fiscal rules also remain. High debt, high debt-service costs and high rates form a toxic combination -
and we have recently seen an effort by the US Treasury to keep interest rates low.
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A summer recap of major policy events
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With that in mind, it's worth revisiting the events of the summer because they may appear unrelated,
but they are not.

Domestic investors invited to fund domestic debt. In July, Japan’'s Finance Ministry encouraged pension
funds and households to invest more heavily in domestic assets; it also floated the idea of putting government
bonds inside the tax-free NISA wrapper and began designing new retail JGB products. Japan wants its own
savings to finance its own debt, just as the Bo] is stepping back from the market and catching up with more
entrenched inflation.

Unconventional policy tools being used at a time when the financial structure of sovereign bond
markets appears more fragile precisely because of the fiscal-financial stability nexus.

After the yen weakened sharply, the BoJ carried out its largest monthly intervention on record. Washington
joined in, saying it would not hesitate to do so again. The details matter more than the headline: the US
Treasury sold euros, not Treasuries, to fund its yen purchases. Tokyo signalled it could use the Fed's FIMA repo
facility in future, allowing it to borrow dollars against Treasuries rather than sell them. In effect, the
intervention protected the US Treasury market as much as it supported the yen.

The US Treasury then moved directly to the long end of the curve. It announced that it would triple the size of
its long-dated buyback operation from $2bn to $6bn.

Policy credibility in focus. With fiscal sustainability under review and yields swinging, monetary policy must
remain credible and unambiguously committed to price stability. Warsh had little choice but to sound hawkish
at Jackson Hole and to deliver a rate hike. In the US, inflation remains elevated and core pressures are unlikely
to ease quickly. Risks remain tilted to the upside, from Middle East energy shocks to higher food and
commodity prices. The Fed's credibility matters, and a mild hiking cycle could actually keep yields lower, at
least in the short term. A sizable hiking cycle is still not our base case: we remain closer to the dots than to the
market.

Crisis preparedness.

The Dutch Central Bank shifted 86 tonnes of gold out of NY and Ottawa between March and August, disclosing
it only once the operation was complete. London has now 32.1% of the country's gold stock, up from 18.1%.
Most of the transfer was executed by selling in NY and buying in London rather than shipping bars. The stated
reason was tradability and crisis preparedness. The unstated reason was more direct control.

Norway went even further. Norges Bank Investment Management is proposing to the Finance Ministry to cut
the government share of its bond benchmark from 70% to 50%. It also wants to switch from GDP weighting to
market-value weighting, reflecting the reality that DM debt has outgrown output. Under such a framework,
Treasuries would fall and Japanese bonds would rise. A decision is expected in 2027.

These are not independent stories. The old model of recycling global savings into US bonds is fading.
Creditors are going home for diversifying. The debtor is buying its own paper. The term premium has
turned into a political variable and is structurally higher.
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Central bank forecasts

Fed

We expect the Federal Reserve to deliver
one further 25 basis point hike in 2026,
with a second plausible hike. We then
expect the Fed to keep rates on hold
throughout 2027.

BoE

We see an elevated risk that the Bank of
England will deliver a further rate hike by
year-end. We also expect the BoE to
pursue a slower and more predictable pace
of quantitative tightening.

Amundi Investment Institute

The European Central Bank will likely raise
rates by a further 50 basis points in 2026.
One or two rate cuts could then follow
from the second or third quarter of 2027,
provided energy-related inflationary
pressures ease.

ECB

Boj ®

We expect the Bank of Japan to continue
normalising monetary policy as inflation
remains close to target, with the policy rate
eventually reaching around 2%.

Central banks facing credibility test; BoJ regime shift
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Source: Amundi Investment Institute as of 23 September 2026. Fed: Federal Reserve, ECB: European Central Bank, BoE: Bank of England, Bo}:
Bank of Japan. For both the Federal Reserve and the Boj, current rate refers to the upper bound of the target range. For the ECB, current rate
refers to the deposit facility.

5 Marketing material for professional investors only



CROSS ASSET INVESTMENT STRATEGY Amundi Investment Institute

AIl* Contributors Chief Editors

Alessia Berardi Monica Defend
Head of Global Macroeconomics & Emerging Markets Head of Amundi Investment Institute

Strategy, AIl*

Federico Cesarini Vincent Mortier
Head of DM Equity, FX and Digital Assets, AII* Group CIO

Editors

Claudia Bertino
Head of Amundi Investment Insights and Publishing, AIl*

Laura Fiorot
Head of Investment Insights & Client Division, AII*

Cy Crosby Tremmel

Investment Insights, AIT*

Design Editor

Chiara Benetti
Digital Art Director and Senior Designer, AIl*

Alice Girondeau
Junior Digital Publishing Specialist, AIl*

* Amundi Investment Institute

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 SAS and is as of 28
September 2026. 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 SAS
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 any person involved in the production of this document have any liability for any direct, indirect, special,
incidental, punitive, consequential (including, without limitation, lost profits) or any other damages.

Date of first use: 29 September 2026.
Document ID: 5969800

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: 90-93 boulevard Pasteur - 75015 Paris - France - 437 574 452 RCS Paris -
www.amundi.com
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Amundi Investment Institute

In an increasingly 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.

Get the latest updates on:

IEE Geopolitics
HE Economy and Markets
I Portfolio Strategy
ESG Insights
Capital Market Assumptions
Cross Asset Research

Real and Alternative Assets
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https://research-center.amundi.com/
https://research-center.amundi.com/article/investing-low-trust-world
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