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Hollywood is no stranger to producing more 

or less successful sequels to successful films. 

In many ways, Donald Trump’s return to the 

White House is reminiscent of these movie 

sequels, in which the hero returns in a new 

plot after a more or less long lapse of time. 

While it is still too early to assess the eco-

nomic impact of Trump’s second term in 

office, it is clear that the markets, particu-

larly the US markets, have not remained in-

different to Donald Trump’s announced re-

turn, appreciating by 6% over the month. 

Let’s face it, there are some similarities between 

Hollywood movies and American politics. First of 

all, there’s no such thing as a good sequel without 

the hero’s highly sequenced comeback, a role that 

suits a vengeful Donald Trump quite well. Second-

ly, a minimum of suspense is required to make a 

good film, and from this point of view, the election 

campaign and the election scenario have provided 

us with plenty of twists and turns, and we can be 

sure that D. Trump’s ever unpredictable character 

will guarantee us a few more. Finally, there’s no 

such thing as a good movie without a good story. 

From this angle, the economic agenda for the sec-

ond Trump administration has almost everything 

in it to please financial markets, from promises of 

tax cuts to a vast deregulation based on the liber-

tarian model supported by Elon Musk, Donald 

Trump’s new “First Buddy”! The “goldilocks” sce-

nario to which these measures are likely to give rise 

is indeed quite appealing to equity markets. This is 

less the case for fixed-income investors, for whom 

the prospect of higher inf lation and interest rates 

is less supportive. 

The ambiguity lies in “almost everything”, as Pres-

ident Trump’s program also includes a protectionist 

component that could prove disruptive to say the 

least. Throughout his campaign, President Trump 

hammered home his desire to impose new tariffs on 

his main trading partners: up to an additional 60% 

on products imported from China and 10-25% on 

imports from other partners. This sequence is rem-

iniscent of the Sino-American trade war during the 

1er Trump mandate, and is no stranger to the un-

derperformance of European and Asian markets 

since the election.  

1. EDITORIAL 

TRUMP 2.0, THE REVENGE?

T1 : US TRADE DEFICITS  

2023 VS. 2016

Source : Bloomberg, Banque Eric Sturdza

Trading Partner
Deficit $M) (2023

2023 2016 Var.

China 259.871 327.151 -20.57%

Mexico 204.841 103.862 97.22%

Canada 128.790 55.300 132.89%

Vietnam 99.549 33.397 198.08%

Germany 81.939 66.048 24.06%

Japan 63.705 62.899 1.28%

Ireland 58.606 30.979 89.12%

Italy 45.732 29.816 53.38%

South Korea 44.527 26.543 67.76%

India 40.948 25.424 61.06%

Thailand 37.019 17.389 112.89%

Malaysia 26.414 23.261 13.56%

Switzerland 19.661 12.311 59.71%

Indonesia 15.084 11.884 26.93%

Austria 13.643 7.235 88.64%
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This uncertainty over world trade could weigh on 

financial markets. In the United States during the 

1st trade war, the list of Chinese products subject 

to tariffs was carefully delineated to limit the infla-

tionary impact on US households and spare some 

US champions very active in China (such as Tesla 

and Apple). It’s hard to imagine continuing along 

the same path with a 2nd salvo of tariffs, without af-

fecting US households and companies. At a time in 

the cycle when inflation is barely under control, the 

risk of slippage is also significant, and could prove 

politically explosive for the new Administration.

When it comes to the US’s trading partners, the 

situation may also be more complex than it first 

appears. For example, while the US trade deficit 

with China has narrowed in recent years, it has 

risen sharply with Mexico, Canada, Vietnam and 

Germany. Not all economies appear to be on the 

same foot. China has not only diversified its trad-

ing partners, it has already committed to spend 

more next year in order to stimulate its economy 

and has pledged to do more to offset the detrimen-

tal effects of tariffs. Finally, faced with the grow-

ing need for the US to finance its budget deficit, 

countries holding treasury bills have considerable 

negotiating leverage. For 2025, a trade war is like-

ly to remain a risk factor, as it was during Trump’s 

first term. However the President’s transactional 

approach, the greater preparedness of stakehold-

ers and a certain lassitude from investors suggest 

that these episodes should only prove episodic yet 

could potentially become more intense.

  

With the victory of the Republicans both 

in the White House and in Congress, the 

Trump trades from 2016 are finding re-

newed interest. Among these, one currently 

has caught our eye: US small and mid caps.  

In relative terms, this segment of the US 

market is the least expensive, with dereg-

ulation seeming to be the most achievable 

part of their program and the less costly 

one to implement. This sector should ben-

efit disproportionally. It is though worth 

keeping in mind that the first measures 

will have to wait until the inauguration in 

January 2025… 

G1 : VIX INDEX (RED RHS) VS. US ECONOMIC TRADE POLICY UNCERTAINTY  

INDEX (GRAY LHS)

Source : Bloomberg, Banque Eric Sturdza, Baker, Bloom, Davies, 2014-2024
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What if the Fed were to raise 
rates in 2025?

In September, the Fed made an error in monetary 

policy that was not expected by financial markets. 

Today, Jerome Powell insists that there is no ur-

gent need to cut rates. So why on earth did he cut 

them by 50bp in one shot in September? US long-

term rates still haven’t recovered. Inflation, or the 

fear of inf lation, has already made a comeback, 

because nobody wants to put duration back at cur-

rent rate levels.

The implementation of Trumponomics should en-

courage a rebound in growth and a little more in-

f lation, within a framework that does not provide 

for fiscal slippage control. At the same time, Trump 

continues to take potshots at the Fed, particularly 

Jerome Powell, for not being dovish enough for his 

liking. A soft landing still seems to be the markets’ 

favourite economic scenario, but we are increasing-

ly inclined to favour the possibility of no landing. 

In such an environment of sustained growth and 

core inf lation close to 3%, how could the Fed con-

sider pursuing a suicidally accommodative policy? 

At the dawn of 2025, we face two possible scenar-

ios. If the Fed doesn’t cut rates in December, and 

suggests that the November 7th cut may have been 

its last, the risk of a rate hike in 2025 is negligible to 

non-existent. If, on the other hand, the Fed persists 

in pursuing its accommodative policy, it will proba-

bly be caught out by the dazzling health of the US 

economy in the first half of the year, and will then 

be forced to consider the unthinkable: raising rates 

in the second half of 2025.

The calm before the storm?

Barring a catastrophe leading to a “f light to qual-

ity”, long-term rates are in any case threatened by 

a correction. The extent of this correction will de-

pend on how the economy develops under Trump 

II as well as on the Fed’s behavior. We strongly be-

lieve that we should not increase the duration of 

our portfolios until the 10-year nears the key 5% 

level. With this turbulence ahead, it’s best to wait 

and stick to short duration for now. Hybrid credits 

that have become expensive but still offer attractive 

carry, keep TIPS short and ... wait for the storm of 

2025 to seize the investment opportunities that will 

surely arise. Then will be the moment to reconsider 

long-term government bonds and adding to good 

quality low duration corporate bonds.

2. FIXED INCOME 

THE LONG-TERM RATES SIGNAL:  
INFLATION IS BACK
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November was marked by the election of 

Donald Trump to a 2nd term as President 

of the United States. The market sessions 

that followed the announcement were re-

vealing, with investors facing a degree of 

ambivalence. 

Donald Trump is seen as a supportive factor for 

Economic activity, particularily in the US, although 

synonymous with a substantial increase to federal 

debt (an additional USD 7.5 trillion over the up-

coming decade based on median hypothese). Trump 

remains determined to impose further taxes on im-

ports from China, Mexico and Canada. It’s a safe 

bet that other countries will be added to that list, es-

pecially those with trade surpluses to the US, such 

as in Europe (primarily Germany and Italy) and 

South-East Asia.

These protectionist measures and tariffs are inf la-

tionary by nature and could affect the US Federal 

Reserve’s monetary policy. On the one hand, the 

FED has to address the challenges posed by the cur-

rent economic situation and on the other, factor in 

the potential impact of Trump’s policy on econom-

ic activity and price stability. 

November was a good month for US equities, quite 

in contrast to European and Asian ones. The Glob-

al index ended the month up +4.5% thanks large-

ly to the S&P500 (+5.7%) and the Nasdaq (+5.2%), 

while main European and Asian benchmarks re-

spectively lost -0.5% and -2.3%. Investors seem to no 

longer watch valuation multiples, and the S&P500 

index is now trading at  x25 current earnings, an 

extreme level or 2 standard deviations above its 

long-term average. The market multiple has been 

3. EQUITIES 

STUCK BETWEEN THE HOPE  
OF RECOVERY AND PERSISTENT FEARS

G2 : S&P500 P/E VS. EUROSTOXX50 P/E VALUATION GAP
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at this level or higher in just 3% of observed cases 

since 1881. On the other side of the spectrum, in-

vestors are questioning whether European compa-

nies are really only worth the x14 earnings multiple 

they are trading at. At this stage, the most telling 

graph is the valuation gap between US and Euro-

pean companies (see graph). 

S&P500 EPS growth this year should land close 

to the initial estimates made in January, that is to 

say up +8.5% compared to 2023. In Europe, EPS 

growth has been revised downwards by almost 3% 

compared the initial estimates, and EPS growth 

should be f lat for the year compared to the 2023 

earnings level.

Does the current economic and geopoliti-

cal environment justify such an expansion 

in US valuation multiples?

At the very least we can say that next year’s expec-

tations are clearly optimistic, with the EPS growth 

expected to rise by +12.4% for the S&P500 and by 

close to +7% for the STOXX600 (Europe generic 

benchmark) in 2025. However, the starting point be-

tween the 2 economies is clearly different. Europe is 

severely weakened as the region is mirred in politi-

cal uncertainties and with conflit on its borders. Eu-

ropean industrial champions are also clearly being 

challenged. Add to that, Europe’s difficult position 

stuck between the US and Asian economies which 

is being sorely felt, and we can see that a change of 

course is urgently required. At this stage, any pos-

itive news could quickly have a positive impact on 

share prices and restore a little visibility at a time 

when it is definitely lacking. 

Will Germany be able to bring some much-needed 

positive news to Europe by agreeing a fiscal stimu-

lus plan as early as next year?

Global economic growth is expected to remain sta-

ble in 2025, with the United States and Asia as po-

tential wildcards. 

Over the past few months, we’ve been fo-

cusing on US small- and mid-cap compa-

nies and in which we invest through a long/

short strategy as the need to be selective is 

critical on this asset class. US Small & Mid 

Caps’ valuation levels are trading in line 

with their long-term average level, mak-

ing them more attractive relative to Mega 

Caps. The Trump administration’s dereg-

ulation agenda should also be supportive 

for the asset class.  We keep a fairly a neu-

tral allocation to equities, while keeping a 

preference for the reference market in each 

currency profile and balancing geographic 

exposures (Europe, the US and Asia).
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5. PERFORMANCE

Source : Bloomber, 30/11/24

EQUITIES 30.11.24 CURRENT 1 M 3M 6M YTD 2023 2022 2021 2020 2019

MSCI WORLD

MSCI WORLD 3 810 4,5% 4,1% 10,6% 20,2% 24,4% -17,7% 22,4% 16,5% 28,4%

MSCI WORLD GROWTH 5 747 5,3% 5,3% 11,9% 24,6% 37,3% -29,0% 21,4% 34,2% 34,2%

MSCI WORLD VALUE 3 903 3,7% 2,8% 9,3% 15,8% 12,4% -5,8% 22,8% -0,3% 22,8%

WORLD & US

DOW JONES 44 911 7,5% 8,1% 16,1% 19,2% 16,2% -6,9% 20,9% 9,7% 25,3%

S&P 500 6 032 5,7% 6,8% 14,3% 26,5% 26,3% -18,1% 28,7% 18,4% 31,5%

S&P500 EW 7 590 6,2% 6,7% 13,2% 18,5% 13,8% -11,5% 29,6% 12,8% 29,2%

NASDAQ 100 20 930 5,2% 6,9% 12,9% 24,4% 55,1% -32,4% 27,5% 48,9% 39,5%

RUSSELL 2000 2 435 10,8% 9,8% 17,6% 20,1% 16,9% -20,5% 14,8% 19,9% 25,5%

EUROPE

STOXX 600 510 1,0% -2,8% -1,5% 6,5% 16,6% -9,9% 25,8% -1,4% 27,9%

FTSE 100 8 287 2,2% -1,1% 0,1% 7,2% 7,7% 4,6% 18,4% -11,4% 17,2%

CAC 40 7 235 -1,6% -5,2% -9,5% -4,1% 20,1% -6,7% 31,9% -5,0% 30,5%

DAX 19 626 2,9% 3,8% 6,1% 17,2% 20,3% -12,3% 15,8% 3,5% 25,5%

IBEX 35 11 641 -0,3% 2,1% 2,8% 15,2% 28,1% -2,0% 10,5% -12,7% 16,5%

SPI SWISS 15 672 -0,2% -5,0% -2,0% 7,6% 6,1% -16,5% 23,4% 3,8% 30,6%

ASIA

MSCI EM 1 079 -3,7% -1,9% 2,8% 5,4% 10,2% -19,8% -2,3% 18,8% 18,8%

TOPIX 2 681 -0,5% -1,2% -3,3% 13,3% 28,3% -2,5% 12,8% 7,4% 18,1%

HANG SENG 19 424 -4,4% 8,0% 7,4% 13,9% -10,5% -12,6% -11,8% -0,2% 13,0%

CSI 300 3 917 0,7% 17,9% 9,4% 14,1% -9,1% -19,8% -3,5% 29,9% 39,2%

FX &  
COMMODITIES

30.11.24 CURRENT 1 M 3M 6M YTD 2023 2022 2021 2020 2019

CURRENCIES

EUR-USD 1,058 -2,8% -4,3% -2,5% -4,2% 3,1% -5,9% -6,9% 8,9% -2,2%

EUR-CHF 0,932 -0,9% -0,7% -4,8% 0,3% -6,1% -4,6% -4,0% -0,4% -3,6%

USD-CHF 0,881 2,0% 3,7% -2,4% 4,7% -9,0% 1,3% 3,1% -8,4% -1,6%

USD-JPY 149,770 -1,5% 2,5% -4,8% 6,2% 10,5% 13,9% 11,5% -4,9% -1,0%

USD INDEX 105,74 1,7% 4,0% 1,0% 4,3% -2,1% 8,2% 7,0% -7,3% 1,2%

COMMODITIES

Gold 2643,15 -3,7% 5,6% 13,6% 28,1% 13,1% -0,3% -4,2% 25,0% 18,3%

Silver 30,63 -6,2% 6,1% 0,7% 28,7% -0,7% 2,8% -13,6% 48,7% 12,7%

WTI Crude Oil 68,00 -1,8% -7,5% -11,7% -5,1% -10,7% 6,7% 59,1% -21,5% 11,6%

Natural Gas 3,36 24,2% 58,1% 30,0% 33,8% -43,8% 20,0% 46,9% 16,0% -25,5%

Copper 8891,85 -5,1% -2,5% -10,3% 5,1% 0,9% -14,1% 25,7% 26,0% 3,4%

FIXED INCOME 30.11.24 CURRENT 1 M 3M 6M YTD 2023 2022 2021 2020 2019

RATES

US 10 year gvt 4,17  (0,12)  0,27  (0,33)  0,29  0 bps 237 bps 60 bps -100 bps -77 bps

German 10 year gvt 2,09  (0,30)  (0,21)  (0,58)  0,06 -54bps 275 bps 39 bps -38 bps -43 bps

BONDS

Global Aggregate USD 
hdg.

584,7 1,2% 1,0% 5,0% 4,2% 7,1% -11,2% -1,4% 5,6% 8,2%

US Treasuries 2326,1 0,8% -0,4% 4,1% 2,2% 4,1% -12,5% -2,3% 8,0% 6,9%

US TIPS 353,7 0,5% 0,2% 3,6% 3,5% 3,9% -11,9% 6,0% 11,0% 8,4%

US IG Corporates 3354,4 1,3% 0,6% 5,3% 4,1% 8,5% -15,8% -1,0% 9,9% 14,5%

US High Yield 2694,6 1,2% 2,2% 6,9% 8,7% 13,4% -11,2% 5,3% 7,1% 14,3%

Euro Government 246,4 2,2% 2,5% 5,5% 3,3% 7,1% -18,2% -3,4% 4,7% 6,3%

Euro IG Corporates 258,9 1,6% 2,5% 5,3% 5,1% 8,2% -13,6% -1,0% 2,8% 6,2%

Euro High Yield 475,5 0,8% 2,3% 5,4% 8,4% 12,8% -11,1% 4,2% 1,8% 12,3%

EM USD Aggregate 1263,1 1,1% 1,5% 6,2% 7,9% 9,1% -15,3% -1,7% 6,5% 13,1%
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Legal information

This document intends to provide information and opinions on dif-

ferent matters. It is intended only for this purpose. This document 

does not constitute an advice, an offer nor a solicitation by Banque 

Eric Sturdza S.A. or on behalf of Banque Eric Strudza S.A. to buy 

or sell any financial instrument or to subscribe to any financial in-

strument. This document does not contain any recommendation per-

sonal or generic and does not take into account the investment ob-

jectives, financial situation or needs, or knowledge and experience 

of any persons. This document does not contain any offer or any 

solicitation to purchase or subscribe to any financial services or to 

participate in any financial strategy in any jurisdiction. It does not 

constitute an advertisement or an investment recommendation or a  

research or strategy recommendation. Moreover, it is provided for 

informational and illustrative purposes only and does not contain fi-

nancial analysis. This document mentions and presents benchmarks 

which may only be used for comparison. The information provided 

must not be relied on and must not be the only source to make a de-

cision about financial investments. It is also not a legal or tax advice, 

or any recommendation about any kind of financial services and is 

not intended to constitute any kind of basis on which to make a de-

cision on a financial investment. Banque Eric Sturdza SA is not re-

sponsible and may not be held responsible for any loss arising from 

decision taken on the basis of the information provided in this doc-

ument or for any liabilities arising from such decision. Although all 

due diligence has been performed to ensure that this information is 

accurate at the time of its publication, no guarantee is given regard-

ing its accuracy, exhaustiveness or reliability. The information pro-

vided may change, even immediately after publication and there is 

no obligation to provide an up to date information at any time. Fur-

thermore, the information provided in this document do not intend 

to provide all the legal and necessary information on financial in-

struments or on issuers. Other publications from Banque Eric Stur-

dza SA may in the past or in the future reach different conclusions 

from the information contained in this document. Furthermore, the 

present document and the information provided do not in any way 

engage the responsibility of Banque Eric Sturdza S.A., its affiliated 

companies, or its employees. 

Information on risks

Investments are subject to a variety of risks. Before taking any deci-

sion of investment or entering in any transaction, any investor should 

request detailed information on the risks associated with the decision 

of investment and with the financial investment. Some type of prod-

ucts are in general bearing higher risks than others but general rules 

cannot be relied on. It is remembered that past performance is not 

a reliable indication of future results and that historical returns and 

past performance as well as financial market scenarios are not relia-

ble indicator of future performance, significant losses remaining al-

ways possible. The value of any investment depends also on the fact 

that the base currency of the portfolio is different from the currency 

of the investment subject to the foreign exchange rates. The exchange 

rates may f luctuate and adversely affect the value of the investment 

when it is realized and converted in the base currency of the portfolio. 

Distribution information

This document is not directed towards specified jurisdictions or to-

ward specific person or entity resident in a specific jurisdiction and 

doesn’t constitute any act of distribution, in jurisdiction where such 

publication or such distribution is contrary to the applicable law or 

regulation or would be contrary to any mandatory license require-

ment. This document is provided for the sole use of its recipient and 

must not be transferred to a third person or reproduced.
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