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The tariff shock is real
US average effective tariff rate, %

Current rate as of October 17th

Source: Bureau of Economic Analysis, The Budget Lab at Yale and Moody's Ratings
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https://www.moodys.com/web/resources/en/us/insights/data-stories/tariff-tracker-2025.html


Leading to weaker outlooks for selected industries
Industry sector outlook reflects our view of credit fundamentals over the next 12 to 
18 months

Source: Moody’s Ratings
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But growth outlook remains resilient despite headwinds

Revisions to our 2026 GDP growth forecasts since February 2025

Source: Moody’s Ratings

US growth has been more resilient than expected partially driven by AI boom 
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Enabling a fast recovery in “animal spirits”

Source: Haver Analytics and Moody's Ratings

US and European economic policy uncertainty 
indexes remains elevated…

…but equity and bond market volatility has eased
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And leading to tight credit spreads

Investment grade spreads – ICE BofA US Corporate Index Option-Adjusted Spread; High yield spreads – ICE BofA US High Yield Index Option-Adjusted Spread

Sources: Federal Reserve Bank of St. Louis (Fred) and Moody's Ratings

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

2.0

2.5

3.0

3.5

4.0

4.5

5.0

5.5

6.0

Apr-22 Jul-22 Oct-22 Jan-23 Apr-23 Jul-23 Oct-23 Jan-24 Apr-24 Jul-24 Oct-24 Jan-25 Apr-25 Jul-25 Oct-25

High yield spreads (LHS) Investment grade spreads (RHS)

8The Big Picture - Paris 2025 November



Meaning default rates will likely continue to fall
Trailing 12-month speculative-grade corporate default rates for nonfinancial 
corporates, infrastructure and project finance

Source: Moody’s Ratings
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European dynamics
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European 
consumers 
remain 
cautious amid 
political and 
economic 
uncertainty

Source: Moody’s Ratings

How will key drivers shape consumption?
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https://www.moodys.com/research/The-State-of-the-Consumer-September-2025-Europe-Political-risks-Sector-In-Depth--PBC_1459463#290612199861c31d1036b185b4e69b75


Defence policy 
a key credit 
theme in 
Europe 

Sources: NATO, national governments and Moody’s Ratings

* Indicates EU member states that are not in NATO 12The Big Picture - Paris 2025 November



Funding choices will imply trade-offs 
Governments will face tougher political choices funding defence over longer term

Source: Moody’s Ratings
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Amid limited fiscal consolidation

Source: Moody's Ratings

General government debt/GDP, % Fiscal balance/GDP, %

Sovereign debt burdens remain near peaks And some deficits are stubbornly high
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France: Political fragmentation drives institutional and fiscal risks

All of which are key drivers of the outlook change to negative from stable on 24 October

Seats in the National Assembly 

Source: National Assembly
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Political instability heightens uncertainty around 
France’s deficit trajectory

Gen gov. financial balance % GDP Gen gov. interest payments, % revenue

Debt affordability metrics are weakening but still stronger than Aa3 peer the UK

Source: Moody’s Ratings, Draft 2026 Budget
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Three out of four risks to credit this year have crystallized

Source: Moody’s Ratings, Four risks that could derail global credit in 2025
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https://www.moodys.com/research/Credit-Strategy-Global-Four-risks-that-could-derail-global-credit-Sector-In-Depth--PBC_1426639?cid=web-ntrnlbnnr-18293


Moody’s Ratings Related Research

 Default Trends – Global: September 2025 Default Report, 14 October 2025

 The State of the Consumer (September 2025) – Europe Political risks persist, weighing on consumer spending, 15 September 2025

 Geopolitical risk – Europe: Fiscal space and market response will set the tempo for Europe’s defence build-out, 15 September 2025

 Global Macro Outlook 2025-26 (May 2025 update): Global growth slowdown underway, policy uncertainty adds risks, 28 August 2025

 Moody’s Tariff Tracker

 Default Trends – Global: July 2025 Default Report, 14 August 2025

 Trade – Global: US ratchets up tariffs, raising the cost of global trade, 4 August 2025

 Nonfinancial Companies – Global Industry Sector Outlooks: ISOs go negative on tariff uncertainty, economic weakness, persistent high 

rates, 28 July 2025

 Financial Monitor (July 2025) – Global: US policy shifts will heighten global financial market risks over the next year, 24 July 2025

 Credit Conditions Monitor – Emerging Markets: Tariffs are main risk to credit conditions, 16 July 2025

 Sovereign – Global: 2025 Outlook Update – Turns negative as trade uncertainty hurts credit conditions, 2 July 2025

 Credit Strategy – Global: Four risks that could derail global credit in 2025, 23 January 2025
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Japan and its relevant regulation. PRC: Any SPO: (1) does not constitute a PRC Green Bond Assessment as defined under any 
relevant PRC laws or regulations; (2) cannot be included in any registration statement, offering circular, prospectus or any other 
documents submitted to the PRC regulatory authorities or otherwise used to satisfy any PRC regulatory disclosure requirement; 
and (3) cannot be used within the PRC for any regulatory purpose or for any other purpose which is not permitted under relevant 
PRC laws or regulations. For the purposes of this disclaimer, “PRC” refers to the mainland of the People’s Republic of China, 
excluding Hong Kong, Macau and Taiwan.
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