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The Weekly Roundup

This Weekly Roundup covers the uncertainties around the Middle East ceasefire, more on private
credit stress, China’s green tech advantage, Hungary’s big electoral moment and more.

The end of US-Iran talks in Islamabad likely does not mark the end of efforts to resolve the Middle East conflict.
However, the prospect of a US blockade of traffic through the Strait of Hormuz makes the macro and market
outcomes in our “adverse” conflict scenario more likely. Tuesday's Asia Drop-In will assess the impact on the
region most exposed to higher energy prices.

2.

The Tisza party’s decisive victory in Hungary's weekend elections signals a potential turning point for both the
country's economic trajectory and its relationship with Europe. In our Monday Drop-In briefing on the
election’s implications, our team addressed a wide range of client questions, spanning prospects for
institutional reform, the outlook for Hungarian bond spreads, and potential implications for the war in Ukraine.

3.

Private credit stresses may be building, based on what's happening to listed Business Development
Companies in the US. Spillovers to broader financing markets appear limited and systemic risks look low, but
this could still signal tighter funding for SMEs. Explore the new private credit section of our Financial Stress
Monitor for interactive charts and analysis.

4.

Republicans are likely to use their only reconciliation bill this year for limited ICE and Iran defence funding,
implying no meaningful pre-midterm giveaways. Larger defence increases requested by President Trump
would likely be deferred until after the elections, when a loss of Republican House control could make passage
harder

5.

Not only is China relatively insulated from the fallout of the Middle East conflict, but its factories are still
churning out solar cells, electric vehicles and batteries at scale. That puts it in a strong position to benefit from
any shift towards clean energy that comes with this latest reminder of the risks around geopolitically exposed
fuels.

6.

China’s mass production of green tech in part reflects deep economic imbalances that Beijing is showing little
urgency to fix. The latest Five-Year Plan nods to boosting domestic demand and consumption, including higher
spending on social services, but not much more than that. Our China team’s deep dive into the Plan has much
more on policy rhetoric versus economic reality in the coming half decade.



https://www.capitaleconomics.com/publications/global-economic-outlook/forecasting-through-fog-war-1
https://www.capitaleconomics.com/events/asia-drop-how-much-has-energy-shock-changed-asias-outlook
https://click.m.capitaleconomics.com/?qs=eyJkZWtJZCI6ImJkZDNmZmJjLWJhNmUtNDgwMy05YjBiLTBiOTBmMjJhYTkzMSIsImRla1ZlcnNpb24iOjEsIml2IjoidFBkR2x0QlFuZTZrQ2JDeHgxRm1DUT09IiwiY2lwaGVyVGV4dCI6InEvbzRDUHlSZVlJYW9iVW1jVWtDTzdUcUJQdWhieDBlQkZTbUIzMWQ1eld6TWduN3JPVzQ4K2VWbi91ZEJDYUVhTHFPZFhCdjF6Z2RkSlVRbzVoNHZPV1lybytPUTdUM1JwYlFVSjN1cEFtd3NjZFJaZ2s9IiwiYXV0aFRhZyI6IjF6Z2RkSlVRbzVoNHZPV1lybytPUXc9PSJ9
https://www.capitaleconomics.com/publications/asset-allocation-update/listed-bdc-data-highlight-mounting-private-credit-distress
https://www.capitaleconomics.com/publications/asset-allocation-update/listed-bdc-data-highlight-mounting-private-credit-distress
https://www.capitaleconomics.com/publications/global-economics-update/revisiting-risks-around-private-credit
https://www.capitaleconomics.com/data-and-charts/financial-stress-monitor
https://www.capitaleconomics.com/data-and-charts/financial-stress-monitor
https://www.capitaleconomics.com/publications/us-economics-update/major-fiscal-stimulus-ahead-midterms-looks-unlikely
https://www.capitaleconomics.com/publications/china-economics-update/china-well-placed-weather-energy-price-shock
https://www.capitaleconomics.com/publications/climate-economics-update/china-benefit-post-conflict-green-tech-boost
https://www.capitaleconomics.com/publications/china-economics-focus/decoding-15th-five-year-plan
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Disclaimer

While every effort has been made to ensure that the data quoted and used for the research behind this
document is reliable, there is no guarantee that it is correct, and Capital Economics Limited and its
subsidiaries can accept no liability whatsoever in respect of any errors or omissions. This document is a
piece of economic research and is not intended to constitute investment advice, nor to solicit dealing in
securities or investments.

Distribution

Subscribers are free to make copies of our publications for their own use, and for the use of members of
the subscribing team at their business location. No other form of copying or distribution of our
publications is permitted without our explicit permission. This includes but is not limited to internal
distribution to non-subscribing employees or teams.
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