
Macro Matters: A Delicate Global Balance
Which macroeconomic trends do we think matter the most? Read this month’s issue of Macro
Matters.
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Key takeaways

Growth: We expect robust U.S. growth through the end of the year, with dispersion more
likely in the rest of the world.

In lation: China continues to exert a disin lationary impulse, while core in lation remains
stubbornly above target in the U.S. and U.K.

Rates: We expect the Federal Reserve (Fed) to hold rates through December, but labor
market weakness remains a key risk.

Economic growth: Optimism for now

United States
The U.S. government shutdown has triggered a dearth of data—for policymakers and market
participants. Economic indicators still being published (such as the Atlanta Fed GDPNow
estimate) project robust U.S. growth through year-end, with the latest GDPNow reading at 3.93%
(as of October 31). The labor market has been a persistent source of concern, with
unemployment claims and the unemployment rate continuing to pick up. Until we see the
return of published data, we live in an environment of greater uncertainty. News of the U.S.-
China trade tensions cooling is also likely to mean the can continues to get kicked down the
road.

Eurozone
Growth in the eurozone is low but surprised to the upside, with third quarter growth in gross
domestic product (year over year) coming in at 0.3%, or 0.2% above expectations. The recovery
has been driven by services, which have accelerated in Germany and the eurozone periphery.
Manufacturing has been subdued. As we enter the winter, energy may again begin to dominate.
Labor markets seem stable across the region for now. In our view, narratives around  iscal
spending will come in much slower than current expectations, which could weigh on 2026
growth forecasts.

China
An improvement in manufacturing and services sentiment data has been accompanied by
decent growth in industrial pro its, suggesting a growth in lection may be on the horizon. Asset
markets have been buoyant, but the region faces structural challenges from consumers amid
continued pressure on the property market. The manufacturing sector has been pressured by
global trade and tariff uncertainties, amid the push to diversify exports as a top priority.

In lation: Stubborn, but does it matter?



United States
In lation has remained a challenge in the U.S.—optically, at least. It’s higher than target but, with
a strong growth backdrop, does that really matter? In lation was the one piece of crucial data
we did receive in October; it remains to be seen whether the Bureau of Labor Statistics will be
recalled again for the November report. Core in lation in the U.S.—the Fed’s preferred measure—
was 3.0% in September. Services continue to moderate in price pressure, rising 2.1% in
September (year over year), compared with 2.2% in August. Goods price pressures continued to
tick up at 0.32% in September (year over year), compared with 0.31% in August. Crucially, we’ve
begun to see modest signs of price pressures from tariffs in the data.

Eurozone
In lation in the eurozone remains close to the European Central Bank’s (ECB) 2.0% target. In the
absence of higher growth, the ECB is likely to remain on hold until it sees persistent price
pressures building. The  iscal impulse of any area-wide spending will become increasingly
important.

China
De lationary forces have continued to weigh on China, with a 0.3% year-over-year decline in the
headline  igure for September. Retail sales have continued to moderate, alongside structural
weakness in the property market. Further monetary stimulus may be necessary to support the
government’s 5% growth target.

This line chart displays the year-over-year consumer price index. Data sources are Allspring
and Bloomberg Finance L.P.

Interest rates: Hold, please

United States
As expected, the Federal Open Market Committee (FOMC) announced another 0.25% cut,
reducing its key interest rate (the federal funds rate) to 3.75–4.00%. Chair Powell reiterated that
the December cut was not a certainty and that in lation had remained more stubborn than they
perhaps expected. We believe the FOMC will remain on hold, absent a shock to the labor
statistics.

Eurozone
In the eurozone, the ECB has cut its interest rates four times in 2025, down from a high of 4.0%
in 2023 to 2.0%. The market has not priced in further cuts, awaiting signs of growth
acceleration or labor market deterioration. While external demand has improved, the growth
engine is in a tricky spot. Further rate cuts are unlikely to boost real growth but may cushion
asset prices.

China
We expect the People's Bank of China to continue easing monetary policy, primarily through the
currency and bond channels as opposed to outright changes in the reserve requirements or
benchmark rates. China has faced persistent de lation and subdued domestic demand. Tariff
negotiations have seemingly struck a truce for the moment and, although a broad agreement is
likely, frictions remain.

Investment implications

Fixed income
We believe U.S. sovereign bond markets are fairly priced at the current level—400–410 basis
points (bps; 100 bps equal 1.00%) on the 10-year issue—and we don’t expect further rate cuts
until early 2026. The balance between growth and in lation seems robust, absent any shocks to
the labor market. We believe U.S. bonds will remain range-bound through year-end and still



have a steepening bias. Outside the U.S., we like emerging market debt with an attractive carry
and currency pro ile, particularly in local currency. We expect  ixed income volatility to ramp up
into year-end. We see corporate debt as an attractive source of carry—particularly high yield—
but new positions are unlikely here through year-end.

Equities
We've maintained a positive outlook on equities generally and continue to maintain an
overweight position on emerging markets. Seeing value in more affordable sectors of the U.S.
market, we prefer a barbell approach of high-quality value names plus growth exposure.
Earnings momentum has remained positive. We anticipate fourth quarter expectations will ramp
up, while we see risks beginning to creep higher. Without further data on the state of the
economy, we expect a melt-up in equity markets more generally, albeit with higher volatility into
year-end.

Multi-asset portfolios
From a multi-asset perspective, we are constructive on global equities but look to moderate our
portfolio overweights, despite attractive valuations. This relates to a shift in our view of a
stronger U.S. dollar, as we expect a normalization in currency correlations after a break in the
 irst quarter. Within the U.S., we favor sectors with positive earnings momentum, such as
information technology and consumer discretionary, but add to our barbell with other sectors
such as utilities. We continue to favor medium-term-maturity bonds over cash. Tariff noise may
introduce short-term volatility, which may be an opportunity.

Potential allocations based on today’s environment

The table below depicts our views on short-term trends. These perspectives are developed
using quantitative analysis of data over the past 30 years overlaid with qualitative analysis by
Allspring investment professionals. The positioning of each bar in the table shows the direction
and magnitude of an overweight.

This horizontal bar chart displays current month’s positioning compared with previous
month’s positioning in these categories: global bonds vs. global equities; developed markets vs.
emerging markets; U.S. vs. international; defensive vs. cyclical; lower interest rates vs. higher
interest rates;  latter yield curve vs. steeper yield curve; wider credit spreads vs. narrower credit
spreads; stronger U.S. dollar vs. weaker U.S. dollar.

Atlanta Fed’s GDPNow: The Atlanta Fed’s GDPNow is a forecasting model that provides a
"nowcast" of the o icial estimate prior to its release by estimating GDP growth using a
methodology similar to the one used by the US Bureau of Economic Analysis.

Consumer Price Index: The Consumer Price Index is a measure of the average change over time
in the prices paid by urban consumers for a market basket of consumer goods and services. You
cannot invest directly in an index.

This material is provided for informational purposes only and is intended for retail public
distribution in the United States. Use outside the United States is for professional/quali ied
investors only.
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This content and the information within do not constitute an offer or solicitation in any
jurisdiction where or to any person to whom it would be unauthorized or unlawful to do so. It
should not be considered investment advice, an investment recommendation, or investment
research in any jurisdiction.



INVESTMENT RISKS: All investments contain risk. Your capital may be at risk. The value, price,
or income of investments or  inancial instruments can fall as well as rise and is not
guaranteed. You may not get back the amount originally invested. Past performance is not a
guarantee or reliable indicator of future results. Returns may increase or decrease as a result
of currency  luctuations.

Allspring Global Investments™ (Allspring) is the trade name for the asset management  irms
of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by
certain private funds of GTCR LLC and Reverence Capital Partners, L.P. These  irms include
but are not limited to Allspring Global Investments Luxembourg, S.A.; Allspring Funds
Management, LLC; Allspring Global Investments, LLC; Allspring Global Investments (UK) Ltd.;
Allspring Global Investments (Singapore) Pte. Ltd.; Allspring Global Investments (Hong Kong)
Ltd.; Allspring Global Investments (Japan) Ltd.; and Galliard Capital Management, LLC.

Unless otherwise stated, Allspring is the source of all data (which is current or as of the date
stated). Content is provided for informational purposes only. Views, opinions, assumptions, or
estimates are not necessarily those of Allspring or its a iliates, and there is no representation
regarding their adequacy, accuracy, or completeness. They should not be relied upon and
may be subject to change without notice.
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