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Despite the enormous uncertainty, equity markets have held up and so have profits
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Global growth has held up well so far, especially outside the US
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Global trade has continued to grow in 2025 and it’s not all a US story
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The tariff picture iIs still
very uncertain



The ups and downs of tariffs
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We now have:

» Partner-specific tariffs

» Sectoral tariffs & more ahead
» Trade deals with carve outs

» Some countries with no trade
deals and big sector exposures



Stronger than expected exports in Latin America and large parts of Asia has been
matched by subdued consumer spending with a few key exceptions
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Retail sales in China were lifted by trade-in programmes, but investment has fallen across the board
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US spending is holding up for now
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Fiscal package and buoyant markets mean spending by high income households should continue
to outpace lower income households
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The US inflation picture looks very different to the rest of the world
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Upside risks to US inflation and downside risks to the labour market
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Markets pricing too many rate cuts from Fed but cutting too far could reignite
Inflation expectations and long rates
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Elsewhere, the fallout from US tariffs is still mostly disinflationary

Asia and Europe inflation

» Weaker demand growth

» Trade diversion away from US — particularly

from China, assuming no retaliation
» Low oil and gas prices

» Currency appreciation

ECB may be on hold but not Asia

m HSBC Source: Macrobond

PUBLIC

% y-0-y Eurozone: inflation ppts
12 - 12
10+ -10
8- - 8
6- - 6
4+ il - 4
il 2
oA Fi \I N
) -2

2019 2020 2021 2022 2023 2024 2025

—Headline(LHS)
—Core (LHS)

Services (LHS)

= Energy contribution (RHS)

15



UK’s inflation hump should be temporary but will keep BoE on pause for a bit
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The global economy appears set to keep muddling through
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2027 forecasts: upside risks from Al, downside from fiscal dynamics
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Key points

» Global growth was stronger than expected in H1 2025, led by exports to the US,
for which there will be payback, but other trade has so far been resilient

» Inflation: US trade and immigration policy is an inflationary supply shock; mostly
disinflationary for the rest of the world

» Fed to cut by only another 50bps as labour market tips the balance back to easing
but markets are pricing in too many cuts

» ECB to hold now at 2% and the BoE on pause until April 2026 while we expect
more easing across Asia excluding Japan

» Risks to 2027 forecasts: upside from Al, downside from government debt
dynamics
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