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This is a summary of 

our House View Q3 2025

The statements contained herein may include statements of future expectations and other forward-looking statements that are based on 

management’s current views and assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance 

or events to differ materially from those expressed or implied in such statements. We assume no obligation to update any forward-looking statement. 
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What’s our outlook for Q3?

Experiencing FOMO? (fear of missing out)

Policy surprises and volatility in US markets have made some investors 

nervous – but the potential easing of trade tensions and a rebound in financial 

markets might prompt a change of heart.

The US still has many qualities that make it a uniquely successful business 

environment (see right). But with valuations high, consider focusing on sectors 

that include truly global champions.

Expect more downward pressure on the US dollar and rising long-term

US Treasury yields. In this scenario, local currency bonds could benefit.

In equities, we see opportunities in Europe, where leading businesses in 

cybersecurity, defence and AI could gain from government spending plans.

Are investors 

overweight the US?

The US has many advantages: leadership in 

AI, favourable demographics and a historically 

high return on capital.

Yet despite these features, we think the US 

weighting in global indices may be too high. 

Equity valuations are rich, too.

Be selective by focusing on opportunities in 

technology and some industrials. Consider 

reducing exposure to US sectors that do not 

justify a price premium.
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What’s our regional outlook?

US: uncertain outlook

Abrupt policy changes in the US seem to 

be affecting the economy, with the 

growth rate expected to halve in 2025.

Tariffs are likely to push inflation higher, 

which could prompt the US Federal 

Reserve to take a cautious approach. 

We anticipate a Fed Funds rate of 

around 4% by the end of 2025. 

Ongoing uncertainties over trade, 

immigration and taxes support the case 

for a selective approach to US assets.

Europe: defensive union

Greater cooperation and increased 

defence spending across Europe could 

boost the euro zone economy in the 

medium term and accelerate subdued 

short-term growth.

Falling inflation could allow the European 

Central Bank and Bank of England to 

lower interest rates. We see 

opportunities in equity sectors poised to 

benefit from spending plans.

Asia: more stimulus

US import tariffs continue to threaten 

Chinese exporters. We expect additional 

stimulus from China to protect its 

economy, including rate cuts.

The Bank of Japan is still expected to 

raise rates over the medium term. Our 

analysis suggests Japanese equities 

may offer attractive value.

1.4%
1

Consensus expectation for US growth in 2025 –

half the level for 2024 3
1 Data: Bloomberg as at 11 June 2025.
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Where do we see value?
Assets in Japan and the UK may be 

undervalued, while US equities look 

expensive.

• After a selloff followed by recovery, US stocks remain 

highly priced by historical standards.

• Among the assets we analyse, Japanese equities are the 

most undervalued, followed by UK equities. Euro zone 

equities look increasingly attractive.

• We think US Treasuries – often a go-to choice during 

market volatility – are approaching fair value. Japanese 

sovereign bonds appear cheaper.

4

End of May 2025

Calculations by our Economics & Strategy team. Valuation score = current score relative to historical distribution of scores. Equity valuation based on Shiller-PE, price/book, 12-month forward PE. Sovereign valuation based on 

10-year real interest rate and term premium. Corporate bond valuation based on implicit default probability and respective sovereign valuation. Source: Allianz Global Investors Global Economics & Strategy, Bloomberg, 

Datastream (data as at 31 May 2025). Past performance is not an indicator of future results. The statements contained herein may include statements of future expectations and other forward-looking statements that are based 

on management's current views and assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such 

statements. We assume no obligation to update any forward-looking statement. Valuations are based on the latest assumptions about the economic growth outlook.

Global US Euro
zone

Japan UK EM US Euro
zone

Japan UK US IG US HY Euro IG Euro HY

Equities Sovereign bonds Corporate bonds

U
n
d
e
rv

a
lu

e
d

O
v
e
rv

a
lu

e
d



55

Where are the potential 

investment opportunities?

Fixed Income

• We expect the yield curve to steepen, 

especially in the US. We see value 

in long 30-year Gilts versus US 

Treasuries.

• In investment grade credit, pricing 

is high but fundamentals remain 

strong. We think high yield spreads

offer limited compensation for any 

step up in defaults.

• In emerging markets, we favour 

local currency bonds. We are short 

the US dollar versus the South 

Korean won, Singapore dollar and 

Brazilian real.

Multi Asset

• We are cautiously optimistic on 

equities, especially in the euro 

zone.

• We also favour the euro zone for 

sovereign bonds due to soft 

inflation data and safe-haven flows.

• We are bullish on the euro and the 

Japanese yen, which could benefit 

from US dollar weakness.

• Gold continues to shine amid an 

uncertain global outlook, bolstered 

by strong buying from central banks.

The statements contained herein may include statements of future expectations and other forward-looking statements that are based on management's current views and assumptions and involve known and unknown 

risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. We assume no obligation to update any forward-looking statement.

Private Markets

• Relative to public markets, private 

markets performance has proven 

less volatile in past periods of 

market turmoil.

• Defensive assets such as floating-

rate private debt and 

infrastructure equity may help 

safeguard portfolios if inflation is 

kept under control.

• Secondaries may evolve as a 

compelling defensive play.

• Semi-liquid private market 

products can offer a foothold 

in this asset class.

Equities

• In Europe, government plans to boost 

infrastructure and strategic industries 

could benefit leading businesses.

• The move from language-based AI 

to multi-modal models will likely 

drive tech growth and innovation in 

Asia, especially in China.

• India’s growth is set to 

reaccelerate, supported by 

demographics and long-term 

productivity gains. 

• In tech, semiconductors could be an 

area of renewed interest.
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Discover

more

insights

Our latest House View 

House View Q3 2025 (full version) 

Other recent insights

Where are the new 

centres of gravity in 

markets?

Beyond tariffs –

Assessing the broader 

impact of trade 

rebalancing within a 

shifting world order

Can Asian fixed income 

continue to outperform this 

year?

Financing growth with 

infrastructure in Latin 

America

https://www.allianzgi.com/en/insights/outlook-and-commentary/house-view-q3-2025
https://www.allianzgi.com/en/insights/outlook-and-commentary/centres-of-gravity
https://www.allianzgi.com/en/insights/outlook-and-commentary/centres-of-gravity
https://www.allianzgi.com/en/insights/outlook-and-commentary/centres-of-gravity
https://www.allianzgi.com/en/insights/outlook-and-commentary/beyond-tariffs
https://www.allianzgi.com/en/insights/outlook-and-commentary/beyond-tariffs
https://www.allianzgi.com/en/insights/outlook-and-commentary/beyond-tariffs
https://www.allianzgi.com/en/insights/outlook-and-commentary/beyond-tariffs
https://www.allianzgi.com/en/insights/outlook-and-commentary/beyond-tariffs
https://www.allianzgi.com/en/insights/outlook-and-commentary/asian-fixed-income-2025
https://www.allianzgi.com/en/insights/outlook-and-commentary/asian-fixed-income-2025
https://www.allianzgi.com/en/insights/outlook-and-commentary/asian-fixed-income-2025
https://www.allianzgi.com/en/insights/outlook-and-commentary/financing-growth-with-infrastructure-in-latin-america
https://www.allianzgi.com/en/insights/outlook-and-commentary/financing-growth-with-infrastructure-in-latin-america
https://www.allianzgi.com/en/insights/outlook-and-commentary/financing-growth-with-infrastructure-in-latin-america
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Disclaimer

Investing involves risk. The value of an investment and the income from it will fluctuate and investors may not get back the principal invested. Past performance is not indicative of future performance. This is a marketing communication. It is for 

informational purposes only. This document does not constitute investment advice or a recommendation to buy, sell or hold any security and shall not be deemed an offer to sell or a solicitation of an offer to buy any security.

The views and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at the time of publication. Certain data used are derived from various sources believed to be reliable, but the 

accuracy or completeness of the data is not guaranteed and no liability is assumed for any direct or consequential losses arising from their use. The duplication, publication, extraction or transmission of the contents, irrespective of the form, is not 

permitted. This material has not been reviewed by any regulatory authorities. In mainland China, it is for Qualified Domestic Institutional Investors scheme pursuant to applicable rules and regulations and is for information purpose only. This document 

does not constitute a public offer by virtue of Act Number 26.831 of the Argentine Republic and General Resolution No. 622/2013 of the NSC. This communication's sole purpose is to inform and does not under any circumstance constitute promotion or 

publicity of Allianz Global Investors products and/or services in Colombia or to Colombian residents pursuant to part 4 of Decree 2555 of 2010. This communication does not in any way aim to directly or indirectly initiate the purchase of a product or the 

provision of a service offered by Allianz Global Investors. Via reception of his document, each resident in Colombia acknowledges and accepts to have contacted Allianz Global Investors via their own initiative and that the communication under no 

circumstances arises from any promotional or marketing activities carried out by Allianz Global Investors. Colombian residents accept that accessing any type of social network page of Allianz Global Investors is done under their own responsibility and 

initiative and are aware that they may access specific information on the products and services of Allianz Global Investors. This communication is strictly private and confidential and may not be reproduced, except for the case of explicit permission by 
Allianz Global Investors. This communication does not constitute a public offer of securities in Colombia pursuant to the public offer regulation set forth in Decree 2555 of 2010. This communication and the information provided herein should not be 

considered a solicitation or an offer by Allianz Global Investors or its affiliates to provide any financial products in Brazil, Panama, Peru, and Uruguay. In Australia, this material is presented by Allianz Global Investors Asia Pacific Limited (“AllianzGI AP”) 

and is intended for the use of investment consultants and other institutional /professional investors only, and is not directed to the public or individual retail investors. AllianzGI AP is not licensed to provide financial services to retail clients in Australia. 

AllianzGI AP is exempt from the requirement to hold an Australian Foreign Financial Service License under the Corporations Act 2001 (Cth) pursuant to ASIC Class Order (CO 03/1103) with respect to the provision of financial services to wholesale 

clients only. AllianzGI AP is licensed and regulated by Hong Kong Securities and Futures Commission under Hong Kong laws, which differ from Australian laws.

This document is being distributed by the following Allianz Global Investors companies: Allianz Global Investors GmbH, an investment company in Germany, authorized by the German Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin); Allianz 

Global Investors (Schweiz) AG; Allianz Global Investors UK Limited, authorized and regulated by the Financial Conduct Authority; in HK, by Allianz Global Investors Asia Pacific Ltd., licensed by the Hong Kong Securities and Futures Commission; in 

Singapore, by Allianz Global Investors Singapore Ltd., regulated by the Monetary Authority of Singapore [Company Registration No. 199907169Z]; in Japan, by Allianz Global Investors Japan Co., Ltd., registered in Japan as a Financial Instruments 

Business Operator [Registered No. The Director of Kanto Local Finance Bureau (Financial Instruments Business Operator), No. 424], Member of Japan Investment Advisers Association, the Investment Trust Association, Japan and Type II Financial 

Instruments Firms Association; in Taiwan, by Allianz Global Investors Taiwan Ltd., licensed by Financial Supervisory Commission in Taiwan; and in Indonesia, by PT. Allianz Global Investors Asset Management Indonesia is licensed and supervised by 
Indonesia Financial Services Authority (OJK). Investment through mutual funds contains risk. Before deciding to invest, prospective investors must read and understand the prospectus. Past performance does not guarantee/reflect an indication of future 
performance.
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