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US10y yields have risen recently, despite Fed rate cuts

Source: Amundi Investment Institute, Bloomberg, as on 19 December 2025. Fed fund rate, upper bound.

JANUARY 2026

The year gone by has been exceptional in some respects. Global
equities touched new highs, and emerging market stocks reached close
to their 2021 levels. All this happened despite the US administration’s
somewhat unconventional policies, particularly on the trade front,
leading to a phenomenal performance of safe-haven gold.

The fact that assets at both ends of the risk spectrum delivered strong
returns is remarkable. More recently, European and Japanese bond
yields rose. Interestingly, US yields have risen despite the Fed’s rate-cut
cycle. Although the long end of the yield curve is less affected by
monetary policy decisions (versus the short end), it is still unusual for
both to move in opposite directions.

Looking ahead, fiscal policy is likely to do the heavy-lifting, particularly
in the US, Germany, and Japan, with monetary policy also expected to
provide support. Hence, consumption, labour markets, and the inflation
environment will drive policy decisions, while artificial intelligence (AI)-
related investments will attract greater market scrutiny. All this will
happen along with challenges to US exceptionalism:

▪ Higher income tax refunds set to improve the US growth
outlook in H1 2026 slightly, but do not change the prospects
beyond that. We have slightly upgraded our 2026 growth projections
from 1.9% to 2.0%, but the narrative remains that of below-potential
growth. The slowdown in US consumption reflects a softening rather
than collapse of the labour market. Additionally, with an eye on the
mid-term elections, the Trump administration could spring policy
surprises. We expect inflation to matter significantly in a mid-term
election year. It may lead to Trump softening his stance on tariffs.

Central banks easing into a 
thus-far resilient economy

10y yields have risen in this easing cycle 
amid signs of economic resilience and 
deficit/debt concerns.
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2 Marketing material for professional investors. *As on 22 December 2025.  1Market liquidity is derived 
from trading activity and signifies how quickly a security can be bought or sold without significantly 
affecting prices. 

▪ Most global central banks including the Fed, ECB and the
bank of England (BOE), will likely reduce rates. We project
the BOE will reduce policy rates in 2026 as it did in December.
Importantly, a declining fiscal deficit as a share of GDP will
allow the Bank of England to reduce policy rates. Collectively,
this creates a constructive environment for gilts.

▪ The Bank of Japan (BOJ)’s December rate hike was as per
our expectations. The bank will remain an exception and will
raise rates once in 2026. A sustained rise in domestic yields
would increase the appeal of domestic debt for local investors
and could eventually trigger large scale capital repatriation.
However, for a sustainable increase in nominal and real yields,
the BOJ needs to signal a stronger commitment to rate
normalisation, which seems unlikely at this stage.

▪ AI presents opportunities, but markets would question the
return potential of capex, rewarding companies that provide
greater clarity on monetisation and profitability from such
investments. Additionally, we may see the AI investment cycle
expand from hyperscalers to utilities (i.e. electricity providers)
and to industrial companies that manufacture end-use physical
products such as automated robots and autonomous
vehicles/equipment. The higher capital needs of these firms will
be reflected in increased supply in credit markets.

▪ From a geopolitical perspective, competition between the
US and China for AI supremacy is likely to continue. Both
countries would strive to build AI ecosystems that serve their
national interests, particularly China, which is seeking to
achieve ‘semiconductor independence’ from the US.

The unorthodox 
policies of the 

Trump 
administration and 

pressures on the 
Fed mean real 

yields in the US are 
likely to be capped, 

which would 
diminish the 

greenback’s safe 
haven appeal.

Amundi Investment Institute: Monetary policy easing to continue

Both macro liquidity (balance sheet expansion, money supply etc.) and market liquidity are 
sufficient, but could dry fast in case of policy uncertainty and high volatility. This supports 
our moderate risk stance.1

MONICA DEFEND
HEAD OF AMUNDI INVESTMENT INSTITUTE

Leadership uncertainty persists at the Fed, but what is clear is that the new leader will be
more dovish. Monetary policy will remain accommodative, and our projection of two rate cuts
by the Fed in 2026 is unchanged. In December, the Fed cut rates as we had expected, and
initiated Reserve Management Purchases, mainly buying T bills – an indication that the Fed is
keen to maintain liquidity, which remains ample. This is not quantitative easing (QE), but it does
imply a balance sheet expansion. However, in the event of heightened policy uncertainty, this
could dry up quickly if volatility rises.

Following the ECB’s decision in December, our stance of two rate cuts in 2026 remains
unchanged. We believe the growth outlook for the euro area is subdued, and the ECB may be
underestimating the negative impact of US tariffs on European exports. Additionally, a delay in
ETS2 (EU Emissions Trading System 2) implementation could prompt the ECB to lower its
inflation forecasts. The ECB’s quantitative tightening (QT) is passive, and the ECB would reverse
this stance only if financial conditions tightened significantly. We do not expect that at present.



3 Marketing material for professional investors

Amundi Investment InstituteGlobal Investment Views

Risks related to high debt and widening deficits in the developed
world, and global geopolitics will persist. In this environment,
emerging markets present a strong case for idiosyncratic
opportunities, particularly as DM central banks ease policies. We
describe our investment convictions in detail below:

▪ In fixed income, we are overall close to neutral on duration,
slightly positive on the EU and UK, but cautious on the US. We
have upgraded Japanese duration and are monitoring the BOJ’s
policy action, inflation, and fiscal policy. Despite the anticipated
rate hike, we think the BOJ is behind the curve and that’s the
reason why yields have risen sharply in December. The high
fiscal stimulus in the country implies the central bank will
continue to raise rates even in 2026. On EM bonds, we maintain
our constructive stance, and see greater scope for idiosyncratic
stories amid high valuations.

▪ In equities, we believe it is a time for diversification but with
greater selection and towards segments with strong long-term
convictions on valuations, earnings, and economic outlook.
Additionally, we think markets will demand more clarity on
return on capital of corporate investments in the tech and AI
space. Hence, this is an opportune time to move into regions
such as Europe. Emerging markets such as India also present
opportunities linked with their domestic growth potential.

▪ In multi-asset, we maintain our active stance, and tactically
have lowered our conviction on Chinese equities, all the while
staying positive on emerging markets as an asset class. On
fixed income, we are less cautious on Japanese duration, with
an eye on monetary and fiscal policies.

Concerns about 
weakening US 

labour markets and 
high risk-asset 
valuations are 

balanced by fiscal 
and monetary 

support, and 
abundant liquidity. 
Against this not so 

straightforward 
backdrop, we have 

slightly reduced our 
pro-risk stance.

Overall risk sentiment 

Changes vs the previous month 

▪ Multi-asset: Tactically reduced our stance on Chinese equities to neutral, and turned less 
cautious on Japanese duration.

▪ Fixed income: Upgraded Japanese duration, in an overall active approach.

▪ FX: More positive on EM FX in general, upgraded EUR to neutrality, and shifted to a negative 
view on the USD.

Risk off                          Risk on We have tactically reduced our overall risk stance mainly due 
to a marginal deterioration in risk sentiment and technicals. 

Overall risk sentiment is a qualitative view towards risk assets (credit, equity, commodities) expressed by the various investment platforms
and shared at the global investment committee. Our stance may be adjusted to reflect any change in the market and economic backdrop.

ECB= European Central Bank, DM= Developed Markets, EM = Emerging Markets, CBs = central banks, IG = investment grade, HY =
high yield, HC = Hard Currency, LC = Local Currency. For other definitions see the last page of this document.
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Fiscal easing and monetary tightening have been pushing Japanese yields up of late

Source: Amundi Investment Institute, Bloomberg, as of 22 December 2025.

While the global economy has been reasonably resilient, there are some
minor nuances across the main regions. For instance, in the EZ, wage
inflation is low, and overall disinflation looks on track. Our expectations
of ECB rate cuts in 2026 remain, despite recent hawkish comments from
some board members. In Japan, a key question for us is at what yield-
level Japanese debt becomes sufficiently attractive, and how much
further fiscal easing is likely from the government.

Neutral duration with regional divergences

F I X E D  I N C O M E A U T H O R S

AMAURY 
D’ORSAY

HEAD OF 
FIXED INCOME

In this environment, we prefer to play across geographies in the search for stability and additional
yields. For the latter, we find opportunities in corporate credit and EM bonds (also good from a
diversification perspective) that are a source of high-quality yields.

Duration and yield curves Credit and EM bonds FX

▪ Our overall duration 
stance is close to neutral 
– marginally positive on the 
EA, and UK, but cautious on 
US (2Y). Our steepening 
expectations are 
maintained across DM, 
except Japan. 

▪ In Japan, we turned 
neutral following the 
increase in yields. But 
yields are still not attractive 
enough to trigger material 
capital repatriation. On the 
other hand, the BOJ will 
need to control inflation, 
which underscores the 
importance of raising rates. 

▪ Corporate credit is driving 
the market’s hunt for 
yield and high quality. In 
EU IG, the financials sector 
is attractive with its high 
capital buffers and 
profitability. In HY, where 
we are neutral, select 
names in telecom and 
financials offer good value. 

▪ We are positive on EM 
bonds but acknowledge 
expensive valuations in 
some segments. We like LC 
debt in Brazil, Mexico, 
Hungary and India, where 
yields are attractive, and 
disinflation is ongoing.

▪ In FX, we downgraded the 
US dollar to cautious due 
to negative seasonality 
around the year-end, and 
fading US exceptionalism. 
Fed is not in a hiking mode, 
and tariffs remain a source 
of uncertainty.

▪ On EM FX, we are slightly 
more positive. We prefer 
high-yielding FX such as the 
BRL and the TRY. Any 
positive sentiment from 
progress on a Russia–
Ukraine agreement could 
be reflected in the FX of 
some eastern European 
currencies, such as the PLN.
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ECB rate cuts should support the more domestic-oriented SMID segment

Source: Amundi Investment Institute, Bloomberg as on 19 December 2025. SMID = MSCI Europe small and mid caps index.
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The global economy has played out reasonably well, and that’s being
reflected in market performance amid ample liquidity. What’s not
reflected in the markets is policy uncertainty, signs of consumption
slowing down, and risks of high valuations. In this environment, our
focus remains on fundamentals and staying tilted towards businesses
where risk-reward is well balanced. Increasingly, we find such
businesses in regions outside the US.

Diversify with small and mid cap in Europe

E Q U I T I E S A U T H O R S

BARRY GLAVIN
HEAD OF EQUITY 

PLATFORM

Developed Markets Emerging markets

• In Europe, defence and infrastructure 
spending plans are long-term game 
changers, and lower energy prices 
should also support the region. We 
favour more domestically-exposed 
SMID segments in Europe. In the AI 
theme, we explore businesses that will 
benefit from increased demand for 
equipment and electricity (companies 
providing electrical infrastructure to data 
centres etc. We are also less cautious on 
European financials than before. 

• The UK budget has been well-received 
and valuations and dividend profile paint 
an attractive picture. 

• In contrast, we think the US is an 
expensive market, and we are selective 
However, Japanese valuations are 
attractive.

• EM offers a combination of strong export 
and domestic consumption stories, but we 
favour a selective approach. 

• We prefer Latin America due to its cheaper 
valuations relative to much of the EM, and 
we also favour emerging Europe. 

• In Asia, we are neutral on China due to 
stretched valuations and less favourable 
macro environment than before. Indian 
equities – and the financials sector in 
particular – are areas we are exploring. 

• In the Middle-East and North Africa region, 
earnings profile in South Africa is robust, 
notwithstanding the political environment. 
The recent credit rating upgrade is an 
affirmation of our stance.

• From a sector viewpoint, we are cautious 
on technology, materials, and energy, but 
positive on consumer discretionary. 

For instance, Europe is making strong commitment to high public spending and to onshoring 
strategic supply chains. Additionally, in emerging markets, our positive view is reinforced by this 
year’s outperformance versus the developed world. Overall, we maintain our barbell approach, with 
a positive stance on quality industrials and defensive sectors.
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We are seeing mixed macro signals in the US. Job markets are
deteriorating, but the pace (of deterioration) is stabilising, the Fed is
easing and is conscious of maintaining liquidity, and fiscal policy is
supportive. In Europe, consumption is subdued, but inflation is
declining. These factors, combined with strong liquidity and benign
credit conditions in the markets, somewhat offset (but not completely
eliminate) the risks posed by high valuations. Hence, we made some
adjustments to our views on risk assets, without changing our medium-
term stance. In addition, we maintain that safeguards in the form of
gold and hedges on DM equities are essential amid high valuations.

Our views on equities are optimistic, including on the US, UK and EU.
Fed easing and earnings are supportive. But markets would
increasingly scrutinise the return potential from companies’ capex in AI
and in the broader US tech sector. In EM, we are seeing a deterioration
in China’s domestic sentiment, when valuations are stretched, leading
us to tactically move to neutral on China. We continue to monitor the
economic environment there. We’d like to stay more balanced through
a positive view on the broader EM, which includes China.

We maintain our constructive view on duration mainly through the US
and Europe, but have reduced our negative view on Japan following the
rapid rise in yields in recent months driven by the BOJ’s intent to
normalise policy. But we are still cautious on Japan. In the US, we think
the short-end and the middle of the yield curves are more attractive vs
the long end. In Europe, we see lower rates going forward as growth is
a bit fragile. We are also positive on Italian BTPs vs the bund. We
continue to seek value in EU IG as well as EM bonds.

Our FX views rely on structural challenges to the USD. Additionally, we
are positive on NOK and JPY vs the EUR. The NOK would be supported
by Norway’s cyclical exposure at a time of decent global growth.

Risk-on: recalibrate, but not retreat

“We’ve moved to a 
more balanced stance 

on EM equities, 
reflecting the strong 

movements, while on 
duration we have 

tactically recalibrated 
our views on Japan.”

M U L T I - A S S E T A U T H O R S

FRANCESCO 
SANDRINI

CIO ITALY & GLOBAL 
HEAD OF MULTI-ASSET

JOHN 
O’TOOLE

GLOBAL HEAD - CIO 
SOLUTIONS

Amundi Multi Asset Investment Views*

Source: Amundi, as of 23 December 2025.
Changes M-1 include from previous
month. The table represents the main
investment convictions (including
hedging) of the Multi Asset Platforms.
*The views are expressed relative to a
Reference Asset Allocation (with
benchmark 45% equity, 45% bonds, 5%
commodities, 5% cash) with “=“ being
neutral. The + and – may not sum-up due
to potential use of derivatives in the
implementation. This is an assessment at
a specific time, and it can be subject to
change at any time. This information is
not intended to be a forecast of future
results and should not be relied upon by
the reader as research, investment advice
or a recommendation regarding any fund
or any security in particular. This
information is for illustrative purposes
and does not represent the actual
current, past or future asset allocation or
portfolio of any Amundi product.

Cross-asset allocation 
views net of hedges

Change 
vs M-1

Cash
Duration 

Credit
IG credit
HY credit

EM Bonds
Equity 

US 

DM ex US

EM
Gold
Oil

Downgrade vs previous month
Upgrade vs previous month 
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Amundi views by asset classes

Equity Views

Fixed Income Views

DM Equities Change vs M-1 --- -- - -/= = =/+ + ++ +++

US 

US Growth 

US Value 

Europe 

Europe SMID 

Japan 

Duration Change vs M-1 --- -- - -/= = =/+ + ++ +++

US 

EU 

UK 

Japan  

Overall 

Credit Change vs M-1 --- -- - -/= = =/+ + ++ +++

US IG 

US HY 

EU IG 

EU HY 

Overall 

EM Bonds Change vs M-1 --- -- - -/= = =/+ + ++ +++

China govt. 

India govt. 

EM HC 

EM LC 

EM corp. 

Overall 

EM Equities Change vs M-1 --- -- - -/= = =/+ + ++ +++

EM 

EM Asia 

Latin America 

Emerging EMEA 

EM-ex China 

China 

India 
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DEFINITION ABBREVIATIONS
Currency abbreviations: USD – US dollar, BRL – Brazilian real, JPY – Japanese yen, GBP – British pound sterling, EUR – Euro, CAD – Canadian
dollar, SEK – Swedish krona, NOK – Norwegian krone, CHF – Swiss Franc, NZD – New Zealand dollar, AUD – Australian dollar, CNY – Chinese
Renminbi, CLP – Chilean Peso, MXN – Mexican Peso, IDR – Indonesian Rupiah, RUB – Russian Ruble, ZAR – South African Rand, TRY –
Turkish lira, KRW – South Korean Won, THB – Thai Baht, HUF – Hungarian Forint. ETS2

IMPORTANT INFORMATION
The MSCI information may only be used for your internal use, may not be reproduced or disseminated in any form and may not be used
as a basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to constitute
investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as
such. Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or
prediction. The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made
of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI
information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranty of originality,
accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this
information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special,
incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. (www.mscibarra.com). The Global
Industry Classification Standard (GICS) SM was developed by and is the exclusive property and a service mark of Standard & Poor's and
MSCI. Neither Standard & Poor's, MSCI nor any other party involved in making or compiling any GICS classifications makes any express or
implied warranties or representations with respect to such standard or classification (or the results to be obtained by the use thereof), and
all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular
purpose with respect to any of such standard or classification. Without limiting any of the forgoing, in no event shall Standard & Poor's,
MSCI, any of their affiliates or any third party involved in making or compiling any GICS classification have any liability for any direct,
indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.

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 S.A.S. and is as of 23 December 2025. 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 S.A.S. 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 Amundi have any liability for any direct, indirect, special, incidental, punitive,
consequential (including, without limitation, lost profits) or any other damages due to its use.

Date of first use: 23 December 2025. Document ID: 5084074.
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: 91-93 boulevard Pasteur, 75015 Paris - France - 437 574 452 RCS Paris -
www.amundi.com.

Photo credit: Unya-MT @gettyimages
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Source: Summary of views expressed at the most recent global investment committee (GIC) held on 17 December 2025. The table shows
absolute views on each asset class and are expressed on a 9 scale range, where = refers to a neutral stance. This material represents an
assessment of the market at a specific time and is not intended to be a forecast of future events or a guarantee of future results. This
information should not be relied upon by the reader as research, investment advice or a recommendation regarding any fund or any security in
particular. This information is strictly for illustrative and educational purposes and is subject to change. This information does not represent the
actual current, past or future asset allocation or portfolio of any Amundi product. FX table shows absolute FX views of the GIC. * Represents a
consolidated view of multiple EM currencies.

Downgrade vs previous month
Upgrade vs previous month 

Global FX views

FX Change vs M-1 --- -- - -/= = =/+ + ++ +++

USD  

EUR  

GBP 

JPY 

EM FX*  
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Amundi Investment Institute

Get the latest updates on: 

Geopolitics

Economy and Markets 

Portfolio Strategy

ESG Insights

Capital Market Assumptions

Cross Asset Research

Real and Alternative Assets

Visit us on

In an increasing 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.

Visit the Research Center

Visit the Research Center

CHIEF EDITORS THIS EDITION’S CONTRIBUTORS
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UJJWAL DHINGRA
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https://research-center.amundi.com/
https://research-center.amundi.com/article/resilient-emerging-markets-great-diversification
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