
Marketing material for professional investors

Markets have cheered any good news emerging in 2024 from the economy,

corporate earnings and the political environment, although occasionally they

were caught by surprise. Looking ahead, they will be driven by earnings

momentum, a scenario of slowing US growth, and rebalancing labour markets

but not drastically weakening. On the other hand, the Fed getting a bit more

hawkish and Trump’s approach to trade along with the international response

could create volatility. Outside the US, European growth and policy-making and

China’s response to its domestic problems will drive the markets.

In particular, we see the following factors as key drivers of the global economy:

▪ US growth resilient but still on a declining path and subject to

uncertainty on Trump policies. Recent data are pointing towards better

fundamentals in the economy, but the overall growth trajectory doesn’t

change.

▪ European growth struggling to stay on course. Governments’ attempts

to impose fiscal consolidation (France, Germany) are clouding the growth

outlook. In Germany, we could see a loosening of the debt brake, but it

would only be gradual and the economic impact would be seen from 2026.

▪ Uncertainty around the Fed, while the ECB is expected to be more

dovish due to inflation falling faster. We have decreased ECB’s terminal

rate expectations by 50bps to 1.75%, to be reached by July 2025. The Fed

delivered a hawkish cut, meaning it has very close eyes on inflation.

▪ Chinese announcements are big on intent. While the main points revolve

around expanding the fiscal deficit and boosting domestic demand, we

would like to see details about how the government intends to do it.

A semblance of a goldilocks ahead 

of Trump’s inauguration

US equities: 2024 was strong, 2025 defined by policy mix and its impact on growth

Source: Amundi Investment Institute, Bloomberg. *2024 data is year to date as on 18 December 2024.
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We think liquidity in markets is ample, credit conditions robust, and the

profit environment reasonable. But the most important factors

preventing us from significantly raising our risk stance are valuations

and risks to earning revisions. We keep a mildly constructive view,

outlined below:

▪ Cross-asset, modestly risk-on heading into 2025 with hedges in

place. Economic growth in the US and Europe is reasonable, and

inflation is slowing, painting a supportive backdrop for risky assets.

We have strengthened our positive stance on US equities and

turned constructive on Europe, while also maintaining a small

positive view on the UK and Japan. We also continue to search for

opportunities in emerging market (EM) bonds, in particular in the

Czech Republic, South Africa, and Indonesia. To counterbalance

this overall pro-risk allocation, we maintain a positive duration bias

as a hedge against potential deterioration in the growth outlook. We

have also added some equity hedges and keep gold as a diversifier.

▪ Fixed income as an asset class will be increasingly affected by

uncertainty around fiscal and monetary policies. As a result, we

maintain a tactical approach to duration in the US and Europe,

where we continue to look for opportunities on the expected

steepening of the yield curves. In the UK, we are positive but are

monitoring the recent strong inflation and wage growth data, while in

Japan bonds, we remain cautious. In the credit market, we continue

to favour investment grade, in particular in Europe, where valuations

look more attractive. In contrast, we are cautious on US High Yield.

▪ In equities, diversification is the name of the game, as

concentration risk remains the top concern. In the US, we

remain cautious on the mega caps and explore opportunities down

in the capitalization spectrum in companies that could benefit from a

resumption in industrial demand and economic growth but where the

valuations do not yet reflect this. We also think the rally broadening

towards more US value, cyclical stocks will benefit from an uptick in

economic activity. In Europe, we favour banks that are less sensitive

to rate changes and have strong capital buffers vs. those more

sensitive to rate reductions.

▪ Any dollar strength and rise in geopolitical risks will likely

create volatility for EM, but their growth potential is strong and

central banks are prudent. We aim to explore resilient bottom-up

stories that are driven by domestic consumption themes in debt and

equities.

Given the risks that 
could impact market 

sentiment—from 
earnings revisions to 

weaker growth, 
stronger than 

expected inflation, 
and geopolitics—it’s 

important to balance 
the positive view in 

equities with 
sufficient hedges. 

Overall risk sentiment 

Changes vs. previous month 

▪ Multi asset: Enhanced our views on developed 

market equities 

▪ Multi asset: Added protections on US equities.

Overall risk sentiment is a qualitative view towards risk assets (credit, equity, commodities) expressed by the various

investment platforms and shared at the global investment committee (GIC) held on 18 December 2024. It reflects

views over a one month horizon, from one GIC to the other. Our stance may be adjusted to reflect changes in the

market and economic backdrop.

ECB = European Central Bank, DM = Developed Markets, EM = Emerging Markets, CBs = central banks, IG = investment grade, HY = high yield,. BTPs = Italian
government bonds, JBGs = Japanese government bonds. For other definitions see the last page of this document.

Risk off           Risk on 

In an overall benign growth 

environment, we are slightly more 

positive on risk but remain tilted 

towards quality and balance the risk 

stance with hedges on equities.
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Three hot questions

3

China’s leadership should adopt a pragmatic approach to handle likely US tariffs, with a focus 
on increasing fiscal spending to support private consumption and address problems in the 

real estate sector. 

Have you revised your ECB expectations and why?

We have decreased ECB’s terminal rate expectations by 50bps to 1.75%, to be reached by 

July 2025. Our revision is based on: i) disinflation being quicker than anticipated by the ECB 

(headline CPI currently at 2.2% YoY against 2.6% expected by the ECB; core CPI currently 

at 2.7% against 2.9% expected); ii) much weaker-than-expected PMIs and slowing services 

sector; and iii) fiscal policy unlikely to add any stimulus in 2025. The main risk to our 

expectation is represented by full implementation of Trump’s tariffs policy. According to our 

estimates, tariffs of 10-20% should reduce growth by at least 0.2% on a full-year basis, with 

a muted short-term impact on inflation. Under such scenario, the ECB could cut rates below 

their neutral level.

What is your take on the Fed’s December rate cut?

At its December meeting, the Fed cut rates by 25bp as expected, but the overall tone was 

hawkish. The Fed now expects inflation to hit target only in 2026 and mentioned that current 

policy rates are significantly closer to neutral than previously expected. Even though the Fed 

does not incorporate explicitly the possible policy changes under the new administration, the 

assessment of risks suggests they are incorporating the more uncertain outlook. Rates 

should stay high for longer, with the median expectation for Fed Funds in 2025 raised to 

3.9% from 3.4% in September. 

How do you see the impact of possible US tariffs on different 

countries? 

If implemented, US tariffs are likely to hit various countries in different ways. The Eurozone 

has a high reliance on export, which accounts for some 50% of GDP on average, but it varies 

across countries. China should be hit hard, and, to offset the likely impact of US tariffs, the 

recently held economic conference sets a pro-growth and pro-stimulus tone for 2025, with 

likely additional fiscal spending mostly to help domestic consumption. Details should be 

unveiled during the National People’s Congress in March.

Investment implications
▪ We revised our EURUSD forecast from 1.13 to 1.08 in 

Q2 2025 and from 1.16 to 1.11 in Q4 2025.

Investment implications
▪ Given uncertainty on the new administration’s policy 

and its impact, flexibility will be key on exposure to 

the US Treasury curve. 

Investment implications
▪ We are close to neutral on Chinese equity, but given 

the fluid situation, this could change. On credit, we 

favour IG over HY.
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The 2025 global outlook is likely to remain benign amid a moderate US

economic growth and a recovery in Europe. Falling inflation should support

consumption in the region. However, monetary, fiscal and international trade

policies could cloud the outlook. For instance, the Fed is now more likely to

be cautious on cutting rates and vigilant on inflation. More clarity is also

needed on Trump’s trade policies and the European response to them. Until

then, we think investors should consider keeping safeguards and other

sources of stability but at the same time aim to benefit from market

sentiment, areas of attractive valuations and resilience in US economy.

We enhanced our views on DM equities by raising our stance on US and

turning constructive on Europe. The former should be supported by

economic strength and new government’s policies while being less

vulnerable to weak global demand. Europe is appealing as a value play, and

challenges from a worsening trade environment are heavily discounted. We

remain positive on the UK and Japan and keep our constructive stance on

China amid its attractive valuations. Recent economic conference affirms

the policymakers’ stance in addressing the domestic problems.

In fixed income, we stay positive on US as a hedge against a possible

worsening of the economic outlook. We are positive also in core-European

and UK duration, along with a tilt towards Italian BTPs vs. German bunds.

But we are slightly defensive on Japanese bonds. In EM bonds, we stay

positive and became constructive on a basket of select countries’ debt that

includes the Czech Republic, Indonesia and South Africa but believe

appropriate hedges should be maintained. The risk premium of Czech vs

core rates (US, Europe) appears attractive. We are monitoring any

headwinds from the dollar. In credit, EU IG offers solid fundamentals.

In FX, we maintain our positive stance on USD vs. CHF and on JPY vs.

CHF. The swiss franc is among the most expensive currencies in G10. We

also stay cautious on the EUR vs. JPN and NOK, amid a dovish ECB.

Among cyclical currencies, we like AUD given its valuations and the

potential to benefit from upside surprises in China. Finally, our positive

views on the INR are also maintained.

A key pillar of our balanced stance is our view on gold and hedges (to US

equities).

Stay constructive with appropriate protections

Amundi Cross-Asset convictions

Source: Amundi. The table represents a cross-asset assessment on a three- to six-month horizon based on views expressed at the most recent
global investment committee held on 18 December 2024. The outlook, changes in outlook and opinions on the asset class assessment reflect the
expected direction (+/-) and the strength of the conviction (+/++). This assessment is subject to change and includes the effects of hedging
components. FX = foreign exchange, BTP = Italian government bonds, BoJ = Bank of Japan, JGB = Japanese govt. bonds, BoE = Bank of
England, NIRP =.Negative interest rate policy, DM = Developed markets, EM = Emerging markets. For other definitions and currency
abbreviations see the last page.
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We remain mildly 
constructive on 

equities and prefer 
to play it through a 

quality tilt and by 
maintaining 

portfolio safeguards.

Current stance

Change vs. 

previous month

-- - = + ++
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Donald Trump’s fiscal and foreign trade policies would affect markets’ inflation expectations and yield

volatility, particularly on the long end of the curve. This, in turn, is keeping the Fed vigilant on any risks to

its own inflation objective. In Europe, EU’s countermeasures to US policies further complicate a situation of

growth divergences (for instance, between Germany and Spain) within the region. Hence, we think the

ECB’s task is not going to be easy as it will also be worried about growth. But the positive news is that

inflation is likely to fall faster than the central bank had anticipated, and this should support real incomes.

All this points to maintaining a flexible stance on duration. Beyond that, there are income opportunities to

be explored from corporate credit of businesses in Europe, US and emerging markets.

Ambiguous policy environment calls for agility on duration 

▪ We stay tactical on duration 

overall, with a close to 

neutral view on core Europe 

and positive on the UK. In 

Japan, we are defensive 

but stay granular to identify 

maturities that offer value. 

▪ EU IG, where we are 

slightly more positive, 

presents quality 

idiosyncratic opportunities, 

particularly among banks.

▪ We are neutral on  HY and 

are mindful of liquidity risks. 

But areas such as B-rated 

debt offer a good balance of 

yield and quality.

Global & European 
fixed income

• We stay tactical on duration 

with a preference for the 

intermediate part of the 

curve. TIPS are attractive 

also for long-term investors. 

• In credit, we look for areas 

where credit spreads are 

wider or better compensate 

for liquidity risk. We favour 

high-quality and shorter 

maturity. We also prefer 

leveraged loans to high 

yield.

• Agency MBS should benefit 

from any potential easing of 

regulation.

US fixed income

▪ EM growth remains robust, 

but any dollar strength and 

potential tariffs on countries 

are a headwind. 

▪ We stay selective on local 

currency debt, in favour of 

countries such as South 

Africa and in LatAm. 

▪ Corporate credit valuations 

are reasonable, and we see 

opportunities in HY. 

▪ We are vigilant on oil prices 

as any weakness there 

could pressurise exporters 

in the middle east, and we 

could see some 

downgrades if prices fall.

EM bonds

AMAURY 

D’ORSAY
HEAD OF 

FIXED INCOME

YERLAN 

SYZDYKOV
GLOBAL HEAD OF 

EMERGING MARKETS

MARCO 

PIRONDINI
CIO OF US 

INVESTMENT 

MANAGEMENT

A U T H O R S

F I X E D  I N C O M E  

Central banks are increasingly factoring in an uncertain outlook

Source: Amundi Investment Institute, Bloomberg, as on 20 December 2024. ECB Main Refinancing Operations 

Announcement Rate, Federal Funds Target Rate - Upper Bound.
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European profits leave room for valuations to catch up

Source: Amundi Investment Institute, Bloomberg, 16 December 2024.
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The pro-cyclical rally over the past few months in the US and Europe is an extension of a no-recession

narrative. For markets, this is a positive scenario, provided corporate profits continue to meet expectations.

However, this scenario could also lead to speculation and excesses in some corners, and when it

happens, any disappointment on the earnings front could be brutal on valuations. In Europe, falling inflation

could boost real incomes and eventually consumption. This is mildly constructive for European equities

where most of the bad news seems already priced in. However, we try to balance that with a

fundamentals-driven approach, which prioritises balance sheet strength, pricing power and profitability

across US, Europe, Japan and emerging markets.

Valuations chase profits in the long run

▪ Falling rates and subsiding 

inflation are supportive of 

European recovery, but 

valuations are discounting a 

weak economic scenario. 

▪ In an overall barbell 

approach, we prefer staples 

and healthcare stocks with 

pricing power. We also like 

banks that show limited 

sensitivity to changes in 

interest rates. 

▪ While we are cautious on 

tech and industrials, we see 

opportunities in industrial 

names linked with the long-

term electrification theme.

European equities

▪ In a market with areas of 

extreme valuations, we 

focus on attractively priced 

stocks that may benefit 

from an increase in 

industrial demand and 

economic activity. 

▪ We favour value, quality, 

and defensive beyond the 

traditional names. 

▪ Sector-wise, we prefer 

materials and large banks 

that are structural winners 

and could benefit from 

favourable regulatory 

changes and lower taxes.

US & global equities

▪ We are constructive on EM 

equities, but we do see 

divergences. 

▪ For instance, in China, the 

recent announcements 

clarified that the country 

has fiscal space, but 

whether it is willing to use 

this is a question. Some 

segments are attractively 

priced, but we stay neutral.

▪ Outside China, we are 

positive on Indonesia, 

Mexico, and Brazil, 

whereas we exercise 

caution on Taiwan and 

Saudi Arabia. 

EM equities
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Amundi asset class views 

Source: Summary of views expressed at the most recent global investment committee held on 18 December 2024. Views relative to a EUR-

based investor. Views range from double minus to double positive, = refers to a neutral stance. This material represents an assessment of the 

market at a specific time and is not intended to be a forecast of future events or a guarantee of future results. This information should not be 

relied upon by the reader as research, investment advice or a recommendation regarding any fund or any security in particular. This 

information is strictly for illustrative and educational purposes and is subject to change. This information does not represent the actual current, 

past or future asset allocation or portfolio of any Amundi product. FX table shows absolute FX views of the Global Investment Committee.

Equity and global factors

Fixed income & FX

▪ US equities are a mixed bag, with some large cap corners expensive but other areas reasonably priced and 

could potentially benefit from Trump’s policies and positive sentiment. We believe this should be well-hedged. 

▪ EU IG credit is showing signs of robust corporate fundamentals, reasonable valuations and attractive carry.

In focus this month

V I E W S

Downgrade vs previous month

Upgrade vs previous month 

Global 

Factors
Change 

vs. M-1 -- - = + ++

Growth 

Value 

Small caps 

Quality 

Low Volatility 

Momentum 

High Dividend 

Regions Change 

vs. M-1 -- - = + ++

US 

equal weighted 

Europe  

Japan 

EM 

China 

EM ex China 

India 

Govies Change 

vs. M-1 -- - = + ++

US 

EU core 

EU periph. 

UK 

Japan 

Credit Change 

vs. M-1 -- - = + ++

US IG 

US HY 

EU IG 

EU HY 

EM Bonds Change 

vs. M-1 -- - = + ++

China govt. 

India govt. 

EM HC 

EM LC 

EM corp. 

FX Change 

vs. M-1 -- - = + ++

USD 

EUR 

GBP 

JPY 

CNY 
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In an increasingly complex and changing world, investors have expressed a critical need to better
understand their environment and the evolution of investment practices in order to define their asset
allocation and help construct their portfolios. Situated at the heart of the global investment process, the
Amundi Investment Institute's objective is to provide thought leadership, strengthen the advice, training
and daily dialogue on these subjects across all assets for all its clients – distributors, institutions and
corporates. The Amundi Investment Institute brings together Amundi’s research, market strategy,
investment insights and asset allocation advisory activities. Its aim is to project the views and
investment recommendations of Amundi.

Discover more of Amundi’s insights at 

www.amundi.com

Visit us on:
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Important Information

The issuer of this document is Amundi Hong Kong Limited. This document is not intended as an offer or solicitation with respect

to the purchase or sale of securities, including shares or units of funds. All views expressed and/or reference to companies

cannot be construed as a recommendation by Amundi. Opinions and estimates may be changed without notice. To the extent

permitted by applicable law, rules, codes and guidelines, Amundi and its related entities accept no liability whatsoever whether

direct or indirect that may arise from the use of information contained in this document. This document is for distribution solely

to persons permitted to receive it and to persons in jurisdictions who may receive it without breaching applicable legal or

regulatory requirements. This document and the mentioned website have not been reviewed by the Securities and Futures

Commission in Hong Kong (the“SFC”). This document is prepared for information only and does not have any regard to the

specific investment objectives, financial situation and the particular needs of any specific person who may receive this

document. Any person considering an investment should seek independent advice on the suitability or otherwise of the

particular investment. Investors should not only base on this document alone to make investment decisions. Investment

involves risk. The past performance information of the market, manager and investments and any forecasts on the economy,

stock market, bond market or the economic trends of the markets are not indicative of future performance. Investment returns

not denominated in HKD or USD is exposed to exchange rate fluctuations. The value of an investment may go down or up. This

document is not intended for citizens or residents of the United States of America or to any «U.S. Person» , as this term is

defined in SEC Regulation S under the U.S. Securities Act of 1933.

Discover more at www.amundi.com.hk

https://twitter.com/Amundi_ENG
https://www.linkedin.com/company/amundi-
https://www.facebook.com/AmundiOfficial/
https://www.instagram.com/myamundi/
https://www.youtube.com/user/AmundiGroup
http://www.amundi.com.hk/
https://www.amundi.com/institutional/article/artificial-intelligence-revolution-sector-perspectives

