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Optimism continued to saturate US equities and the
dollar this past month. The US economy looks set

for sustained growth in 2025: investment spending
is strong, small business optimism has spiked higher,
and the market’s desire for Al, crypto, deregulation
and merger activity are all elevated, in our view.




Market Recap & Outlook

There are economic concerns of a potential trade war, and

in our view, the risk markets appear to be complacent. We
expect multiple tariff hikes, mostly vs China, to be announced
early in the Trump administration. Chinese sentiment is
relatively un-concerned, as the Trump hikes during the first
administration did little damage to Chinese growth. While
some $50bn in exports were directly impacted, these were
easily shifted and sold in third country markets. Since then,
Chinese global trade shares have risen, and the relative share
of global manufacturing in China has hit new highs. China
dominates the global battery, solar, and EV markets. We see
recent policy statements pointing to easier Chinese monetary
and fiscal policy as precautionary indications that any growth-
inhibiting effects of US tariffs will be offset by stimulative
policy. Together with the need to monetize old debts in local
government, real estate, etc., we see a weaker Chinese Yuan

Renminbi [CNY) as the near term trend of least resistance.

The incoming Treasury Secretary, Scott Bessent, has
suggested that tariff headlines will be part of a campaign
of “escalation to de-escalate”, but we have no idea how or
whether this will work. Our guess is that average US tariffs
are headed higher, possibly in stages, over the next couple
of years, and these costs will have to be absorbed by US

consumers somehow.

Mr. Bessent has also spoken of his 3/3/3 goals, by which he
means a target of 3% US real GDP growth, a 3% of GDP federal
budget deficit, and 3mmbd of new oil output. Taking this last
target first, we are skeptical that oil output will grow much, as
oil companies all talk sternly of capital discipline. We are very
optimistic, however, about natural gas. US LNG export capacity
looks set to more than double. This will go a long way towards
Mr. Bessent’s goal in oil equivalent terms, but the focus will be

methane.

We believe one possible support for the 3% growth and deficit
targetsis arise in US productivity. The pandemic has had an

effect upon trend identification. There has been a tentative
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rise in US productivity recently, which may be amplified by
deportation-driven pressure on labor supply, and supply-
side Al benefits. We believe a good way to stabilize the debt
to GDP ratio is to grow the denominator. This seems to be
the strategy of the incoming US White House administration,

inour view.

Our Strategy

In sum, the US markets are responding to the second
Trump administration with optimism, while the Chinese
government is cautious but relatively confident as well. We
view the big policy hurdle to be in Europe, where France,
and soon Germany will have to find a way to construct an
effective government. Until a parliamentary deal is reached
in Paris, and a new government is in place in Berlin, we
expect Eurozone policy-making to be paralyzed, and a Euro

underweight appears to be reasonable.
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Important Disclosures

Key Risks: Credit Risk, Issuer Risk, Interest Rate Risk, Liquidity Risk, Non-US Securities
Risk, Currency Risk, Derivatives Risk, Leverage Risk, Counterparty Risk, Prepayment

Risk and Extension Risk. Investing involves risk including possible loss of principal.

This marketing communication is provided for informational purposes only and should
not be construed as investment advice. Any opinions or forecasts contained herein reflect
the subjective judgments and assumptions of the authors only and do not necessarily
reflect the views of Loomis, Sayles & Company, L.P. Investment recommendations may be
inconsistent with these opinions. There is no assurance that developments will transpire
as forecasted and actual results will be different. Data and analysis does not represent the
actual or expected future performance of any investment product. Information, including
that obtained from outside sources, is believed to be correct, bur Loomis Sayles cannot
guarantee its accuracy. This information is subject to change at any time without notice.

Market conditions are extremely fluid and change frequently.

DAVID ROLLEY, CFA

) Diversification does not ensure a profit or guarantee against a loss.
Portfolio Manager

Any investment that has the possibility for profits also has the possibility of losses,
including the loss of principal.

There is no guarantee that the investment objective will be realized or that the
strategy will generate positive or excess return.

Past market experience is no guarantee of future results.
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