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The tariff shock is real

US average effective tariff rate, %
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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
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But growth outlook remains resilient despite headwinds

US growth has been more resilient than expected partially driven by AI boom

Revisions to our 2026 GDP growth forecasts since February 2025
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Enabling a fast recovery in “animal spirits”

US and European economic policy uncertainty ...but equity and bond market volatility has eased
indexes remains elevated...
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And leading to tight credit spreads

—=High yield spreads (LHS) —=|nvestment grade spreads (RHS)
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Meaning default rates will likely continue to fall

Trailing 12-month speculative-grade corporate default rates for nonfinancial
corporates, infrastructure and project finance
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European
consumers
remain
cautious amid
political and
economic
uncertainty
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How will key drivers shape consumption?



https://www.moodys.com/research/The-State-of-the-Consumer-September-2025-Europe-Political-risks-Sector-In-Depth--PBC_1459463#290612199861c31d1036b185b4e69b75

Detence policy
a key credit
theme in
Europe

Sources: NATO, national governments and Moody’s Ratings
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Funding choices will imply trade-offs
Governments will face tougher political choices funding defence over longer term
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Amid limited fiscal consolidation

Sovereign debt burdens remain near peaks And some deficits are stubbornly high
General government debt/GDP, % Fiscal balance/GDP, %
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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
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Annual impact on public finances of pension
reversal by 2035 (% GDP)
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Political instability heightens uncertainty around
France’s deficit trajectory

Gen gov. financial balance % GDP Gen gov. interest payments, % revenue
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Debt affordability metrics are weakening but still stronger than Aa3 peer the UK
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Three out of four risks to credit this year have crystallized

US policy shifts
on trade, tax and
immigration

Reigniting of
tensions in the
Middle East
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Fiscal, economic and
security impact

of European defense
spending

Potential for shocks
to trigger a collapse
of risk appetite
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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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