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Outlook

We remain cautious on risk assets as trajectory of global growth and inflation face potential challenges from

disruptive trade policies.

U.S. growth expectations continuing to slow as negative sentiment surrounding tariff impacts weighs. Despite tariff
threats on growth, Europe, Canada and China supported by fiscal stimulus and monetary easing.

Disruptive trade policies could force central banks to make uneasy choices whether to support growth despite
threats of higher inflation, which is most pronounced in the U.S.

Key risks to global markets include escalating trade wars’ impact on growth and reaccelerating inflation, central bank

missteps, and geopolitical tensions.

Themes Driving Positioning

Dueling Mandates

While the Federal Reserve has faced challenges in its dual
mandate of maximizing employment and price stability in the
past, today’s environment may soon become acutely difficult.
After nearly reigning in what they mistook as “transitory”
inflation post-COVID, they could now be facing new
inflationary pressures from tariff-led trade policies. These same
policies, however, could also weigh on economic growth and
lead to rising unemployment. Higher prices, lower growth and
rising unemployment are an unwelcome confluence for Fed
policymakers also facing political pressure to lower rates. For
now, the labor market remains intact allowing the Fed to stay
on the sideline. This could change quickly, though, and
markets are already betting that rate cuts may be coming
sooner than later as trade policy weighs on growth. Given the
Fed could soon find itself dueling its dual mandates, we're
cautious on risk with a tilt toward inflation-sensitive assets.

Double Trouble
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Spring Thaw?

What had started with targeted tariffs toward China back in
February by the new administration quickly escalated into a
global trade war, especially after the April 2" “Liberation Day”
announcement of a baseline 10% tariff and reciprocal tariffs. A
week of extreme volatility followed and the administration
seemed to relent by announcing a 90-day pause, which was
cheered by investors hoping that the extreme tariff measures
were just part of a negotiating tactic. Recent headlines suggest
that maybe it is working, with many countries seeming to be in
negotiations with the U.S. And most notably, it appears that
China is open to talks while also exempting some goods from
its recently imposed retaliatory tariffs on the U.S. While much
uncertainty remains on the impacts to growth and path of the
negotiations, there have been some signs of thawing tensions
in Washington, D.C. this spring. Against the still uncertain path
ahead, we've moderated exposure to risk assets.

Trade-off?
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Performance data quoted represents past performance which is not a guarantee or a reliable indicator of future results.

Data as of 30 April 2025 unless otherwise noted.
Sources: Bloomberg L.P.

FOR INVESTMENT PROFESSIONALS ONLY. NOT FOR FURTHER DISTRIBUTION

T. ROWE PRICE

INVEST WITH CONFIDENCE™



Global Asset Allocation Viewpoints May 2025

Asset Class Positioning

Equities

T

Under Weighting Over

Bonds

)

Under Weighting Over

Cash

N

Under Weighting Over

Aligning with our view on moderating risk, we lowered our equity allocation to a neutral position
and added to cash given potential headwinds to growth from tariffs and trade.

Within equities, we continue to favor value-oriented sectors, which are supported by more reasonable
valuations and should benefit from a continued broadening away from U.S. large-cap growth.

Within regions, we see better opportunities outside of the U.S. on more compelling valuations as well
as improving sentiment supported by increased fiscal spending and accommodative central banks.

We maintain an underweight position to bonds given potential for upward pressure on U.S.
interest rates reflecting potential for increased supply to accommodate U.S. fiscal policy.

In line with overall derisking, we trimmed exposure to spread sectors including high yield,
emerging market bonds, and floating rate loans. While fundamentals remain broadly supportive,
spreads could be vulnerable to disruptions associated with trade policy.

We increased inflation sensitivity and trimmed U.S. duration by adding to short-term TIPS and
increasing hedged global ex-U.S. bond exposure, funded from long-end U.S. treasuries.

We remain overweight cash, as it still provides attractive yields and liquidity.
Cash could provide liquidity to take advantage of market opportunities amid expected volatility.

Equities: Regional Views
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U.S. equities face a difficult near-term environment given extreme policy
u.s. U | , . . : :
uncertainty, potentially peaking capex spending, and elevated valuations.
Europe E Increased fiscal spending and reasonable valuations could provide near-term
P upside. However, the possibility of an extended trade war clouds the outlook.
UK E Valuations are attractive, and the longer-term outlook is healthy but economic
o growth may be challenged and fiscal vulnerabilities remain.
Modestly higher inflation and rising wages are having a positive impact on
Japan E consumption. Trade uncertainty could resolve quickly with Japan atop the
priority list for U.S. negotiations.
Fundamentals holding up despite economic weakness. Equity markets are pricing
Canada m . A . . .
in a very optimistic scenario. Valuations are slightly above long-term averages.
Australia m Earnings growth remains a concern, though the economy does appear to have
stabilized. Labor market data is volatile which may complicate the easing cycle.
EM stock and currency valuations are attractive and benefiting from capital
EM flight out of the U.S. Tariff uncertainty remains a notable area of concern,
though some areas, notably Latin America, may be less impacted.
Credit conditions appear to be bottoming, the housing sector is stabilizing, and
China further policy support is expected. However, structural challenges remain and
tariffs could pose a headwind.

These views are informed by a subjective assessment of the relative attractiveness of asset classes and subclasses over a 6- to 18-month horizon.
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Equities: Style & Capitalization Views
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Global Ex-U.S. m Growth stocks’ valuations are more expensive and are more levered to global trade.
Growth Persistent consumer weakness in emerging markets presents another headwind.

Global Ex-U.S. E A paradigm shift in the fiscal spending outlook combined with still dovish monetary
Value policy and a normalized interest rate environment should catalyze improvement.

U.S. Growth m Al monetization and capex spend continues to be scrutinized though Mag 7

earnings have largely held up. Valuations remain elevated despite recent sell-off.
Potential for support from deregulation, continued broadening earnings

U.S. Value E growth as well as prospective fiscal policy support and re-shoring; however,
tariffs could pose a significant economic growth risk.
Global Ex-U.S. m Trade uncertainty and geopolitical risk remain concerns, however, improving
Large-Cap stimulus outlook and stabilization in Chinese growth offers support.
Global Ex-U.S. E Monetary easing, weaker dollar, and less exposure to trade policy could
Smid-Cap provide tailwinds with still very attractive valuations.

Elevated valuations and concentration risks remain a concern. However,

U.S. Lag:]aer; m strong fundamentals and healthy free cash flow levels offer a buffer against
economic slowdown.
U.S. Small- m Economic growth uncertainty and lack of pricing power could pose challenges.
Cap However, potential for deregulation and stronger M&A activity supportive.

Sector offers protection against sticky inflation. Increase in precious metals
Real Assets E prices has been beneficial. Recent overproduction by OPEC has been a
short-term drag on oil prices.

Bonds: Regional & Sector Views
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Canadian m Yields biased higher on fiscal spending prospects. BoC easing likely to continue,
Investment Grade but is already reflected in short-term yields.
U.S. Investment m Softer growth weighing on yields, while sticky inflation could keep upward
Grade (IG) pressure. Credit fundamentals supportive, with spreads reflecting uncertainty.
Dev. Ex-U.S. IG E Hedged yields more attractive with potentially less upward pressure on
(CAD Hedged) longer end than U.S. Treasuries, while central banks have more room to cut.
U.S. Long-Term m Despite lower growth expectations, increasing concerns around stickier inflation and
Treasuries prospects for increased issuance to sustain fiscal deficits may bias yields higher.
Infla_ltion- m Inflation could remain sticky or surprise higher due to effects from tariffs, while
Linked recent drop in oil provides an attractive entry point into short-term breakevens.
Global High E Spreads are more reflective of current market uncertainty, but sector still offering a
Yield healthy yield with supportive fundamentals and still muted default expectations.
Floating Rate m Valuations have become more reasonable, however, liquidity considerations
Loans amid increased uncertainty likely to weigh on the asset class.
EM Dpllar m Despite attractive yields, risks to EM include tighter financial conditions from
Sovereigns potentially higher U.S. interest rates and tariff uncertainty.
EM Local E Recent U.S. dollar weakness has been supportive, though path forward for
Currency Bonds USD and fiscal challenges from tariffs both remain uncertain.

These views are informed by a subjective assessment of the relative attractiveness of asset classes and subclasses over a 6- to 18-month horizon.
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T. Rowe Price identifies and actively invests in opportunities to help
people thrive in an evolving world, bringing our dynamic perspective
and meaningful partnership to clients so they can feel more confident.
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IMPORTANT INFORMATION

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to
give advice of any nature, including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision.
Prospective investors are recommended to seek independent legal, financial and tax advice before making any investment decision. T. Rowe Price
group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products and
services. Performance data quoted represents past performance which is not a guarantee or a reliable indicator of future results. The value
of an investment and any income from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any
securities in any jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any
jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee
the sources’ accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the
date noted on the material and are subject to change without notice; these views may differ from those of other T. Rowe Price group companies
and/or associates. Under no circumstances should the material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.
The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the
material is provided upon specific request. It is not intended for distribution to retail investors in any jurisdiction.

Canada - Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to
non-individual Accredited Investors and non-individual Permitted Clients as defined under National Instrument 45-106 and National Instrument 31-
103, respectively. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment management services.

Residents of Quebec may request a French translation of this document. Please contact CanadaTranslationRequests@troweprice.com. Les
résidents du Québec peuvent demander une traduction frangaise de ce document. S'il vous plait contactez
CanadaTranslationRequests@troweprice.com.
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