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A Quarter of Adjustment: Higher Tariffs, Lower Rates, More Clarity

Expecting a further rebound in activity in private markets
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Partners Group Key Macro Views and Private Markets Implications 

Key Macro Views

1
Trade deals bring more clarity to the H2 2025 trajectory of the 
major global economies

Private Markets Implications

Stabilization and upturn in the pace of transaction activity and 
M&A/IPOs should continue

2
U.S. inflation to rise and growth to slow as the economy adjusts to 
tariffs in Q3 2025

Private companies' strong profit margins and robust earnings growth 
are attractive relative to public companies

3
September Fed1 rate cut is coming into view on emerging signs of 
U.S. labor market weakness

Companies' interest coverage ratios should improve further as 
rate cuts materialize

4
Beyond the near-term slowdown, the recently passed U.S. tax bill 
should boost growth in 2026
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Infrastructure stands to benefit from favorable business tax provisions 
and less onerous renewable energy cuts than feared

5
Europe looks stronger than before, benefiting from a favorable 
mix of fiscal policy and lower rates

Cheaper financing costs in Europe allow for greater leverage, making Europe 
attractive, especially given lower relative valuations vs the U.S.

Source: Partners Group (2025). 1 Federal Reserve. Actual events may differ materially from those reflected or contemplated in such forward-looking statements. 



Trade Deals

More clarity on the  
trajectory of major 

economies
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Trade negotiations will continue to impact economies 
worldwide

4

The share of top U.S. trade partners with a signed trade deal has grown steadily 

Percent of top 25 U.S. trade partners, as % of global GDP, by U.S. trade deal status
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Source: (Left) Census Bureau (May 2025). The White House (2025). World Bank and World Development Indicators (July 2025). (Right) Bloomberg (2025). For illustrative purposes only.​
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Progress on trade deals brings more clarity to an uncertain 
environment, helping forecasts stabilize

Real GDP growth consensus forecasts have recovered post April downdraft 
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The feared upward inflation pressure from tariffs has eased somewhat

Bloomberg consensus headline inflation forecasts over time (YoY %)
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Source: Bloomberg (2025). For illustrative purposes only.
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Deal activity in the U.S. and Europe should benefit from 
greater certainty of terms

U.S. activity is on pace for a strong rebound from 2024 levels

Private equity transaction volumes for the U.S.
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Source: Partners Group (2025), PitchBook (2025). Actual figures and events may differ and may vary significantly. For illustrative purposes only. 

Europe's volumes are also rising steadily 

Private equity transaction volumes for Europe
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Global M&A and IPO activity was resilient in H1 2025 and 
should benefit from further clarity 

7

M&A transactions volumes have been robust YTD despite the uncertainty

Private Markets 

Implications

Trade Deals
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Strong public market performance YTD should support the IPO market
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Source: Dealogic/ION Analytics (2025). For illustrative purposes only. Q3 2025 data reflects figures available as of the date of writing this Chartbook.



The U.S. 
Adjustment

U.S. inflation set to 
rise, growth to slow
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Near-term adverse impacts on growth and inflation are 
expected due to tariffs

9

Tariffs are expected to weigh on economic growth in the coming quarters
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Source: The U.S. Revenue Implications of President Trump’s 2025 Tariffs by Peterson Institute for International Economics (April 2025). 1 Over the period of 2025-2034. Actual figures and events may differ and may 

vary significantly. For illustrative purposes only. 2 Percentage point.



Impacts from tariffs on inflation becoming visible, with 
more to come

10

U.S. inflation is rising from recent lows as core goods are no longer deflationary
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Core goods' inflation (MoM %)
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Source: Bloomberg (2025). 1 Consumer Price Index. For illustrative purposes only.



Tariffs will need to be absorbed via profit margins, consumer 
prices, or both

11

Manufacturers see margin pressure as prices paid and 

prices received diverge1
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Sources: Partners Group, Federal Reserve of New York (2025) 1 Given high news flow on tariffs (from aggressive announcements to subsequent moderation), firms may be looking to protect volumes while they wait for 

more clarity on tariffs. Also, inventory build-up in anticipation of tariffs should help increase prices received more moderately. Manufacturing firms appear to be working their way through their materials' inventories which 

has allowed them to not increase costs of their finished products as broadly as the increases in cost for raw materials. How long this can be sustained will be important. 2 Diffusion indices are reported as the % share of 

respondents reporting an increase minus those reporting a decrease. Positive value indicates more firms are reporting increases than decreases. The equivalent Dallas Fed survey, however, shows a broader share of 

respondents highlighting higher received prices. Beyond the binary trend in prices, also important to better understand margin implications would be the magnitude. 3 Surveys were conducted in May 2025. Since then, 

uncertainty around tariffs has moderated (e.g., deals between the U.S. and Japan / Europe) which may result in firms seeing benefit in further margin squeeze to protect volumes rather than price on much of the import 

cost. For illustrative purposes only. 



Most (but not all) U.S. consumers and corporations have 
room to absorb higher tariffs 
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U.S. real wage growth is stable and is around 1%, back to pre-COVID norms

U.S. real average hourly earnings (YoY % change)
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Source: Bureau of Labor Statistics and Bloomberg (2025). 1 Smaller firms are a key pillar of employment in the U.S. According to the Statistics of U.S. Businesses from April 2025 (data for year 2022), while the majority 

of employment (59%) was at firms with 100 or more employees, smaller firms with fewer employees still accounted for 49% of employment. Still, in our base case, we view labor market deterioration as moderate and not 

leading to a recession. 2 Estimate is based on future expectations sourced from Bloomberg over the next 12 months. For illustrative purposes only. 
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PE-backed companies typically have higher margins, faster 
earnings growth 

Private companies tended to exhibit higher profit margins and 

faster profit growth rates

Private equity and public equity median operation metrics
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Sources: (Left) Cambridge Associates (Nov 2022). Between 2000 and 2020. (Right) Boston Consulting Group. For illustrative purposes only. 



Fed Rate Cut

Emerging signs of 
U.S. labor market 

weakness to prompt 
a cut
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The Fed's dual mandate is sending diverging signals with 
stalled jobs growth and rising inflation

15

The Fed may look through the rise in inflation due to tariffs if the labor 

market weakness continues

Deviation from the Fed's dual mandate "targets" (bps)1
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Source: Bloomberg (2025). 1 Unemployment rate target is taken as 4.2% and the core PCE inflation target as 2%. On the latter, we note that the Fed now has an "average core PCE target" of 2%. Sub-zero figures 

indicate the target is being undershot meaning the Fed has more room to ease. 2 Personal Consumption Expenditure. Actual figures and events may differ and may vary significantly. For illustrative purposes only. 



Further labor market weakness should prompt a 
September rate cut

16

We see 2x 25 bps cuts for the rest of 2025 as the Fed prioritizes the labor 

market
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Sources: Partners Group, Bloomberg (2025). We note, however, that we could see more aggressive cuts by the Fed should the labor market deteriorate more abruptly. 1 Market expectations are based on the forward 

rates for the 3-month SOFR for the Fed (i.e., "End-2024" curve shows what the market was pricing as of the end of the calendar year 2024). Actual figures and events may differ and may vary significantly. For illustrative 

purposes only. 



Interest coverage ratios have improved for portfolio 
companies already and should benefit from further cuts
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The use of leverage in buyout transactions has recently declined
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2026

Source: (Left) PitchBook, and Federal Reserve. (Right) Houlihan Lokey. 1 Interest coverage ratio is defined as adjusted EBITDA divided by total interest expense using the Houlihan Lokey Private Performing Credit 

Index (PPCI). For illustrative purposes only. 



All-in yields in private credit remain attractive across the 
U.S. and Europe

18

While base rates have declined moderately in the U.S. from their peak, the spread 

has seen more significant declines

In Europe, instead, spreads have seen more moderate declines, but the base rate 

has declined slightly more
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Source: Bloomberg, Partners Group (2025). For illustrative purposes only. 



Tax Cut Impacts

The recently passed 
tax bill to boost growth 

in 2026
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One Big Beautiful Bill Act (OBBBA) - a positive boost to 
GDP, after-tax income 

20

Recently passed legislation is expected to contribute to GDP growth into 2035
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The tax provisions also benefit businesses and aim to 
encourage investments 

21

U.S. corporate tax rate is low relative to the peer group of DM economies 

Developed market corporate tax rates
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Estimated change in level of GDP under permanent vs. 5-year 100% 
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U.S. budget deficits are set to widen, but tariffs can provide 
an offset tool 

22

The recently passed OBBBA to increase U.S. budget deficit by USD 3.7 trillion 

from 2025-2034
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Source: The U.S. Revenue Implications of President Trump’s 2025 Tariffs by Peterson Institute for International Economics (April 2025). 1 Over the period of 2025-2034. Actual figures and events may differ and may 

vary significantly. For illustrative purposes only. 



Infrastructure benefits from tax incentives, growth in 
electricity demand

23

Global electricity consumption is expected to grow after years of stable demand

Global electricity consumption by sector (TWh1)

Global electric grid needs USD 14T in investments over next 30 years
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Source: Bloomberg NEF Data Viewer - ETS, and Bloomberg NEF Comparing Long-Term Energy Outlooks 2024. 1 Terawatt-hour. Actual figures and events may differ and may vary significantly. For illustrative purposes 

only. 



Structural increase in data center demand is expected to 
continue

24

AI inference is expected to drive additional data center demand 
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Source: Partners Group (2025). EY Market Overview (as of July 2025); TVG Data Center Market Overview (as of April 2025);  BCG Report  (January 2025). Select primary markets; JLL, CBRE, TVG Research & 

Analysis. Actual figures and events may differ and may vary significantly. For illustrative purposes only. 



Opportunity in 
Europe

Europe benefits from 
favorable mix of fiscal 
policy and lower rates
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Europe continues to face a downbeat consumer, but we see 
upside

26

Euro area consumer confidence is turning up, but remains low and

divergent across countries
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After a strong trade component to GDP in Q1 2025, investments and private 

consumption should become more important growth drivers
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Composition of Euro area Real GDP growth (ppts contributions to YoY %)2
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Source: Bloomberg (2025). 1 Q2 2025 real GDP breakdown not available at the time of writing. Import front-loading (largely out of the U.S.) ahead of tariffs likely was not a major contributor in Q2 2025 (vs Q1 2025). For 

illustrative purposes only. 



Germany's fiscal shift could be an important boost for Euro 
area economies
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Germany significantly shifted its fiscal stance after years of constraints
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German domestic demand is supporting approximately 2% of France, Italy, and 

Spain's GDPs
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Source: Bloomberg (2025), Bank of America Global Research (July 2025), OECD TiVA 2019 data. 1 We show 2019 as a base before the COVID-related distortions. Actual figures and events may differ and may vary 

significantly. For illustrative purposes only. 



Germany's (and Euro area's) inexpensive cost of capital is 
an advantage 
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Germany's fiscal path looks sustainable, especially compared to some of its 

peers
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We continue to expect ECB1 to cut to a non-restrictive terminal rate of 

1.25 – 1.50% and stay there for some time
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ECB deposit rate and market expectation2 (%)

PG forecast
Terminal rate: 1.25-1.5%
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Source: Bloomberg (2025). 1 European Central Bank. 2 Market expectations are based on the forward rates for the 3-month Euribor for the ECB (i.e., "End-2024" curve shows what the market was pricing as of the end 

of the calendar year 2024). Actual figures and events may differ and may vary significantly. For illustrative purposes only. 



Disinflationary developments in the EU leave room for 
easier monetary policy
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Euro area inflation is below the ECB's target, creating further scope for rate cuts
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Recent moves in currency (depreciation) and energy (higher) present 

upside pressure and warrant monitoring
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Source: Bloomberg (2025). Actual figures and events may differ and may vary significantly. For illustrative purposes only. 



EU private sector is showing signs of acceleration and 
could drive upside

30

Corporate credit demand is showing an uptick from low levels alongside a 

reduction in interest rates by the ECB
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"Made for Germany", an investment push among 61 leading German companies, 

could push corporate investments significantly higher over the next 3 years1
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Source: Bloomberg (2025), and Reuters (2025). 1 61 of Germany's largest companies have pledged to invest a combined EUR 631bn by 2028. It is aimed to "drive innovation, generate employment, and boost 

competitiveness". Of the pledge to invest > EUR 600bn, EUR 100bn of this was presented as "new investment" (i.e., beyond what was already planned). The ~+40% is estimated by applying the 2015-2019 trend in 

investment growth with the additional EUR 100bn being distributed evenly over the horizon to end-2028. Actual figures and events may differ and may vary significantly. For illustrative purposes only. 



Interest in investing in Europe is holding steady vs 
moderation in the U.S. 
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U.S. private equity buyout transaction volumes slowed amidst tariffs uncertainty, 

while European transaction volumes showed stability

U.S. and Europe private equity buyout capital transaction 
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European buyout multiples remain more attractive that U.S. buyout multiples
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Source: PitchBook. For illustrative purposes only. Q3 2025 data reflects figures available as of the date of writing this Chartbook.



Lower base rates/spreads in Europe are supporting higher and 
cheaper leverage

32

Europe's buyout leverage level has recovered more vs the U.S.

5.0x 4.9x

5.1x

5.4x
5.3x 5.3x

5.5x
5.5x

5.0x
5.1x

4.9x

4.7x

5.0x 5.0x

5.2x
5.2x

5.1x

5.3x 5.3x

4.5x
4.7x 4.7x

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 YTD
2025

Europe U.S.

Average pro-forma total debt / EBITDA for Europe vs U.S.

Europe's new financing spreads have declined more than the U.S.
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Source: PitchBook Global Leveraged Finance Trend Lines Q2 2025 (2025). For illustrative purposes only.



Investment Strategy Office
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Anastasia Amoroso is Chief Investment 
Strategist for Partners Group’s Private Wealth 
and Retirement Business Unit. She provides 
macroeconomic, private markets, and portfolio 
insights to wealth advisors and individual 
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Important Disclosure Information

This presentation is for educational and discussion purposes only and should not be treated as research. This presentation may not be distributed, transmitted or otherwise 

communicated to others, in whole or in part, without the express written consent of Partners Group (together with its subsidiaries, "Partners Group"). The views and opinions 

expressed in this presentation are the views and opinions of the authors of the content. They do not necessarily reflect the views and opinions of Partners Group and are subject to 

change at any time without notice. Further, Partners Group and its affiliates may have positions (long or short) or engage in securities transactions that are not consistent with the information 

and views expressed in this presentation. There can be no assurance that an investment strategy will be successful. Historic market trends are not reliable indicators of actual future market 

behavior or future performance of any particular investment which may differ complete, not be relied upon as such.

This presentation does not constitute an offer of any service or product of Partners Group. It is not an invitation by or on behalf of Partners Group to any person to buy or sell any security or to 

adopt any investment strategy, and shall not form the basis of, nor may it accompany nor form part of, any right or contract to buy or sell any security or to adopt any investment strategy. 

Nothing herein should be taken as investment advice or a recommendation to enter into any transaction. Hyperlinks to third-party websites in this presentation are provided for reader 

convenience only. Unless otherwise noted, information included herein is presented as of the dates indicated. This is not complete, and the information contained herein may change at any time 

without notice. Partners Group does not have any responsibility to update the presentation to account for such changes.

Partners Group has not made any representation or warranty, expressed or implied, with respect to fairness, correctness, accuracy, reasonableness, or completeness of any of the information 

contained herein (including but not limited to information obtained from third parties unrelated to Partners Group), and expressly disclaims any responsibility or liability, therefore. The information 

contained herein is not intended to provide, and should not be relied upon for, accounting, legal or tax advice or investment recommendations. Investors should make an independent 

investigation of the information contained herein, including consulting their tax, legal, accounting or other advisors about such information. Partners Group does not act for you and is not 

responsible for providing you with the protections afforded to its clients.

Certain information contained herein may be "forward looking" in nature. Due to various risks and uncertainties, actual events or results may differ materially from those reflected or 

contemplated in such forward- looking information. As such, undue reliance should not be placed on such information. Forward-looking statements may be identified by the use of terminology 

including, but not limited to, "may", "will", "should", "expect", "anticipate", "target", "project", "estimate", "intend", "continue" or "believe" or the negatives thereof or other variations thereon or 

comparable terminology.

Index performance and yield data are shown for illustrative purposes only and have limitations when used for comparison or for other purposes due to, among other matters, volatility, credit or 

other factors (such as number of investments, recycling or reinvestment of distributions, and types of assets). It may not be possible to directly invest in one or more of these indices and the 

holdings of any strategy may differ markedly from the holdings of any such index in terms of levels of diversification, types of securities or assets represented and other significant factors. 

Indices are unmanaged, do not charge any fees or expenses, assume reinvestment of income and do not employ special investment techniques such as leveraging or short selling. No such 

index is indicative of the future results of any strategy or fund. Additional information may be available upon request. Past performance is not indicative of future results

Investing in private markets involves risk; principal loss is possible. Certain significant risks include, but are not limited to: lack of operating history; economic, political and legal 

risks; currency risk; leverage risk of borrowing by a fund; auditing and financial reporting; possible lack of diversification; control issues; financial market fluctuations; illiquid 

investments; mezzanine investments; real estate; hedging risk
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