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Excess remuneration on US assets no longer lifts the dollar
The correlation between the 2-year spread and the euro dollar is broken

It’s no longer working

2Y spread and EURUSD
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The strange obsession over getting the dollar down

There is no strong evidence the dollar has played a role in de-industrialisation, but the White House wants a lower dollar

The US economy has stopped destroying
manufacturing jobs 15 years ago

Manufacturing employment in the US
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No evidence that the US has been losing much market
share

Export performance {goods and services)
100=level in 1975
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The US still dominant on services — but still a small share of the US GDP
The US dominates global trade in services — but others have more to lose if they try to retaliate on services

Still mostly a developed economies’ club De-globalisation in services would disproportionately
hit European countries

Share in world exports of servicesin 2024

% Exports of services as a share of GDP
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Why now?

Is globalisation fear an effect of ageing?

Bruce Springsteen in 1975 Bruce Springsteen now
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A window of opportunity to strengthen the Euro as a reserve currency
If Europe ceases to be a « structural exporter of saving », less drawback from a reserve currency status

Towards the end of current account surpluses in
Europe?

Net lending/net borrowing by sector in the EA
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A balanced transatlantic relationship (1)

The “bilateral current account” between the Euro area and the US is balanced

Growing European trade surplus on goods vis-a-vis
the US, but a balance current account

Euro area/US bilateral CA and trade balance

EURDN, 4-quarter average
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European deficit on services and income

Euro area/US bilateral services and income balance
EURDnN, 4-quarter average
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A balanced transatlantic relationship (2)
The services balance deficit come from “intellectual property” services

Heavily concentrated deficit

Euro area/US services balance

EURbnN, 4-quarter average
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Europe recycles a lot of its savings into the US
Europe has become the “marginal lender” to the US

European investment in the US have significantly Europeans are today the first foreign holders of US
gone up government debt
EA/US bilateral net investment position Share in non-resident holdings of US Treasuries
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https://www.axa-im.co.uk/investment-institute/market-views/macroeconomics/bretton-woods-30

Low relative income yield ... but strong capital gains!
Europeans invest in the US for good reasons

Income yields on European-owned assets in the US
are often lower than those on American-owned
assets in Europe

US-EA Income vyield spread
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But massive capital gains

Change in holding of US financial assets by Euro area investors
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Given US equity market outperformance — itself probably a
reflection of stronger trend growth, Europeans are rational
when they send their savings to the US
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Debt/ equity breakdown: investors’ preference rather than supply structure
Europeans buy more US debt, American investors buy more European equity

Different preferences for asset classes

Breakdown of bilateral portfolio investment
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Although Europe’s equity market capitalisation is
about 1/4th of the US, equity dominate
American investments in Europe, whereas
Europeans favour more debt when they invest in
the US (the recent rise in the share of equity is
likely a consequence of the decline in bond
prices/rise in equity prices).

=> Would Europeans invest more in European
equity under CMU, or does the preference for US
debt reflect a structural preference for debt in
general, irrespective of the local supply of
assets?
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A window of opportunity to strengthen the Euro as a reserve currency
If Europe ceases to be a « structural exporter of saving », less drawback from a reserve currency status

The German shift

German GDP growth
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Towards the end of current account surpluses in
Europe?

Net lending/net borrowing by sector in the EA
% of GDP
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This document is for informational purposes only and does not constitute investment research or financial analysis relating to transactions in financial instruments as per MIF Directive
(2014/65/EU), nor does it constitute on the part of AXA Investment Managers or its affiliated companies an offer to buy or sell any investments, products or services, and should not be
considered as solicitation or investment, legal or tax advice, a recommendation for an investment strategy or a personalized recommendation to buy or sell securities.

It has been established on the basis of data, projections, forecasts, anticipations and hypothesis which are subjective. Its analysis and conclusions are the expression of an opinion, based on
available data at a specific date.

All information in this document is established on data made public by official providers of economic and market statistics. AXA Investment Managers disclaims any and all liability relating to a
decision based on or for reliance on this document. All exhibits included in this document, unless stated otherwise, are as of the publication date of this document.

Furthermore, due to the subjective nature of these opinions and analysis, these data, projections, forecasts, anticipations, hypothesis, etc. are not necessary used or followed by AXA IM’s
portfolio management teams or its affiliates, who may act based on their own opinions. Any reproduction of this information, in whole or in part is, unless otherwise authorised by AXA IM,
prohibited.

Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied warranties or representations with respect to such data
(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 data. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or
creating the data 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. No
further distribution or dissemination of the MSCI data is permitted without MSCI’s express written consent.

Issued in the UK by AXA Investment Managers UK Limited, which is authorised and regulated by the Financial Conduct Authority in the UK. Registered in England and Wales No: 01431068.
Registered Office: 22 Bishopsgate London EC2N 4BQ

In other jurisdictions, this document is issued by AXA Investment Managers SA’s affiliates in those countries.

© AXA Investment Managers 2025. All rights reserved
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