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Market moves over the summer have served as a reminder that, at a time of

high valuations, any mismatch on corporate earnings or monetary policy

expectations and any scare on growth could be triggers for sudden falls. While

most major markets have recovered from the volatility seen in early August

owing to the Fed put, we cannot ignore the fact that some segments are still

priced for perfection. This points to corporate earnings and policy actions

coming under the spotlight even more, particularly as inflation cools, economic

activity weakens and the noise around US elections increases.

▪ US soft landing, no-recession scenario in the US is confirmed. Slowing

but not collapsing labour markets and weak fixed investments all point to a

mild deceleration. For the UK, we marginally upgraded growth forecasts for

this year but there are still question marks on domestic demand.

▪ Disinflation trend confirmed in US and Europe. We revised down our Q4

2024 headline consumer price inflation projections for the US due to

weakness in unit labour costs and the employment cost index. An

improvement in labour productivity should also foster disinflation. In Europe,

the speed of disinflation is linked to services inflation, which could be sticky.

▪ The phase of central bank divergences may be coming to an end, with

Japan an outlier. We expect three rate cuts from the Fed, and three each

from the ECB and the Bank of England for the remainder of year.

▪ China is facing a difficult road to recovery. Support for the housing

markets has been short lived even as labour markets deteriorated.

Corporate profitability is being affected by worsening consumer confidence.

A summer of reality checks on 

market expectations

US: weakness in earnings revisions and economy may be reflected in stock prices

Source: Amundi Investment Institute, Bloomberg, as on 31 August 2024. Citigroup Earnings Revision Index for US. Number

below 0 means analysts are pessimistic about earnings outlook.
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Markets are likely to remain range bound in the short term, without any

strong directionality. However, there are areas of value to be explored

across a broad range of assets:

▪ Cross asset. A mild US economic deceleration, vulnerabilities to

European growth and inflated valuations in select segments call for

a prudent adjustment to risk but not for a structural de-risking.

Hence, we tactically reduced our stance on the US, European small

caps and EM. We remain slightly positive on equities overall

through the UK and Japan. Elsewhere, although we continue to be

positive on EM debt, we think volatility around US elections could

affect some currencies and local debt. US Treasuries and European

bonds continue to offer attractive yields, but investors should

consider raising safeguards. Geopolitical tensions and the safe-

haven allure of gold induce us to stay positive on the metal.

▪ The sharp yield movements over the summer call for a

flexible/active stance on duration. We are positive on US

Treasuries from a long-term view but we have tactically reduced our

stance slightly. We think the short end (2Y) of the curve is now

expensive but there is still value in the intermediate parts. In core-

Europe, our constructive stance is maintained but we downgraded

UK to neutral. Elsewhere, the US securitised market looks attractive

but we are selective. We like auto ABS and believe a dovish Fed is

supportive of agency MBS spreads. Corporate credit offers

opportunities and we prefer IG to HY, in both the US and Europe.

▪ Stay balanced and play market anomalies. The market stress in

the beginning of August supported the broadening of the rally

outside of US large caps. We believe as earnings outside these

segments catch up, the broadening is likely to continue but it may

not be linear. Hence, we stay cautious on expensive names, US

growth and large caps. In contrast, we favour an equal weighted

approach and US value. In Europe, where valuations are cheaper,

we stay balanced with positive stances on cyclicals and defensives.

▪ Emerging markets growth remains on a solid footing but there

could be near-term pressures from protectionism, given the US

elections. In China, although the government is implementing

piecemeal efforts to boost the real estate market, we remain

vigilant. Instead, we like equities in markets such as Indonesia,

India and Brazil. The carry in EM debt is robust but we are selective

and are monitoring any headwinds to local currency debt.

When central banks 
are cutting rates and 

risks of a US 
recession are 

limited, we remain 
disciplined and 

mildly positive on 
risk assets.

Overall risk sentiment 

Changes vs previous month 

▪ Cross asset: Tactically neutral on US, Europe 

small caps and EM equities.

▪ Fixed income: Less positive on US and UK 

duration, moved closed to neutrality in an overall 

flexible approach.

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 30 August 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 

A mild risk-on stance, with tactical 

adjustments and caution towards 

areas of excesses.
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Three hot questions

3

The Fed seems to be in no fear of inflation and is more 
focused on preventing a deterioration in labour markets. 
This has allowed us to raise our rate cut expectations from 
two to three for this year.

How do you see central bank policies evolving this year?
Earlier, we pointed out temporary divergences in central bank policies. Now, we notice these 

divergences are ending. We expect a total of three rate cuts (25 bps each) from the Fed this 

year, and three each from the ECB and the BoE in addition to the rate cuts already 

implemented. While markets are pricing in slightly more than four Fed cuts, we think this is 

too dovish and may be questioned if the last mile of inflation comes in sticky. Slowing wage 

growth and inflation in the EZ would support the case for ECB easing. The BoJ, however, is 

an exception. It is likely to consider wage growth, inflation and financial market stability 

before taking further decisions. We think the bank should refrain from raising rates this year, 

but we do expect a hike in the second quarter in 2025.

What’s your view on the US economy and labour markets?

A lot is being said about the US economic activity. Our view has not changed over the 

summer and we still believe a recession is unlikely at this stage. We do see, however, a mild 

slowdown concentrated in the second half of the year as labour markets continue to weaken. 

Labour markets are the key variable for assessing US consumption and economic growth. At 

this stage, permanent layoffs, which we think are especially relevant, are under control. 

Overall, our real GDP growth expectations are unchanged at 2.5%, year-on-year, for 2024. 

On the inflation front, a sustainable downward trajectory is likely to be maintained.

Do you think gold prices can maintain the upward trajectory 

seen so far this year? 

Gold prices have been boosted by a weak dollar, geopolitical tensions and expectations of a 

Fed pivot. In addition, from a long-term view, fiscal profligacy and ballooning public debt 

could pressure fiat currencies, which improves the appeal of gold as a store of value. Hence, 

we stay positive on the precious metal. On copper, economic activity matters more for 

cyclical commodities than a Fed pivot. But a lot of the uncertainty on global growth 

deceleration and Chinese demand appears to be priced into commodities such as copper. 

Thus, we maintain a slightly constructive stance. 

Central bank rates 

forecasts

▪ Year end forecasts: Fed (upper bound) 4.75%, ECB 

(deposit facility rate) 3.00% and BoJ 0.25%.

Investment Implications
▪ Close to neutral on US equities.

▪ EUR/USD: 1.15 for Q2 2025.

Investment Implications
▪ 12 month target: Copper $10000/tonne; Slightly 

upgraded gold to $2,700/ounce. 

MONICA 
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Markets are shifting their focus to economic growth, as inflation continues to

decline. The primary reason for this shift seems to be weakening

consumption, which is now extending to wider sections of the economy. In the

EZ, a multi-speed recovery with divergences across countries is the main

theme. In addition, fiscal policies could be a drag on growth in the medium

term. Collectively, these factors call for a more prudent stance, and a tactical,

incremental risk reduction rather than a structural de-risking. Overall, we are

marginally positive on risk assets and stay well-diversified.

The spike in volatility in early August led us to revise downward our views on

equities mainly through US, European small caps and a basket of EM stocks

due to an uncertain growth environment and a need to minimise idiosyncratic

risks. We remain vigilant for any pullbacks in the near term. We stay slightly

constructive on DM through UK and Japan. The former displays attractive

valuations, a strong dividend-potential and should benefit from policy easing

by the Bank of England. Japan, which suffered from sharp volatility earlier, is

a long-term play that offers diversification.

Declining inflation should encourage the Fed and ECB to cut rates and that

allowed us to maintain our positive views on US and core Europe duration.

We stay vigilant after the recent yield movements and wary of any potential

fiscal risks. We are also positive on Italian BTPs as they should benefit from a

move lower in core European yields. In Asia, our cautious stance on

Japanese bonds is retained because we expect yields to go up after the BoJ

turned less dovish.

Fundamentals in EU IG corporate credit are robust, demand is strong and

yields are attractive. This keeps us constructive on the segment. We like the

carry offered by EM bonds, but we turned cautious on the FX component of

local bonds. Geopolitical risks and higher for longer Fed rates could

negatively affect select currencies. However, we continue to see value in

BRL/EUR for the positive macro backdrop in Brazil and in INR/CNH for its

carry and stability. The USD should do well vs the SEK and CHF in the near

term as these central banks have already begun a monetary easing cycle.

Finally, gold’s appeal to protect from geopolitical stress, amid its strong

demand, is maintained. Investors may also consider raising hedges on US

duration and maintaing safegaurds on equities, to protect from higher yields.

Recalibrate risks as markets sail choppy waters

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 30 August 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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The summer 
volatility allowed us 

to downgrade our 
stance on equities for 

risk management 
purposes as we 

await more clarity on 
the economic 

direction.

Current stance

Change vs 

previous month

-- - = + ++

Equities
DM

EM

Credit

Duration
DM

EM

Oil

Gold
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Reaffirmations of the Fed put by Chair Jerome Powell primarily due to continued progress on inflation have

shifted the market’s focus towards labour markets and economic growth. While we are seeing signs of

slowing labour markets that would encourage the Fed to cut rates, a lot of that monetary easing is already

priced into the markets. In Europe, the story is similar with respect to inflation falling, but some

components such as services are sticky. As a result, the extent of central bank easing would actually

depend on the macro data. Hence, we think it is important for investors to be agile on duration in order to

take into account market moves and they should maintain their long-term convictions. In credit, quality in

DM and EM may be explored to benefit from a high carry.

Flexibility in duration is crucial at this stage

▪ Before summer we moved 

constructive on duration. 

Although yields have 

declined, we believe 

duration is still attractive 

and there are regional 

divergences.  

▪ We are positive on core 

Europe but have tactically 

turned neutral on the UK 

and are vigilant on any 

surprises on growth. We 

maintain our curve 

steepening views in US.

▪ Carry is attractive in credit, 

but we favour Euro 

financials, and IG over HY. 

Global & European 
fixed income

• We stay active and slightly 

positive on USTs but have 

tactically reduced our 

stance as we think some 

parts of the curve have 

become expensive. In 

particular, the intermediate 

part of the curve offers 

strong risk/reward.

• In credit, we maintain our 

quality bias and also see 

selective opportunities in 

new issues whose risks are 

mispriced.

• In securitised markets, 

some agency MBS and 

auto ABS look attractive.

US fixed income

▪ Fed policy, USD and US 

elections are the main 

global factors affecting EM 

debt that we are monitoring 

closely. While we see Fed 

easing as favourable for the 

asset class, there are 

country-specific risks that 

allow us to be selective. 

▪ In LatAm, we like Brazil and 

Peru and in South Africa, 

slowing inflation is positive. 

▪ Elsewhere, we slightly 

trimmed our constructive 

view on Turkey (inflation) 

but await attractive levels to 

raise our stance later.

EM bonds

AMAURY 
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YERLAN 
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INVESTMENT 

MANAGEMENT

A U T H O R S

F I X E D  I N C O M E  

The short end of the US yield curve is now expensive

Source: Amundi Investment Institute, Bloomberg, as on 4 September 2024. The grey box represents the upper and 

lower ranges of fair value of yields. If the spot value is below the lower range, the bonds are expensive and vice 

versa. The upper and lower valuation ranges have been calculated by using the current fair value and the standard 

error of the historical fair values and spot values. 
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Rally broadening outside US large caps continues this quarter

Source: Amundi Investment Institute, Bloomberg, 30 August 2024. Ratio of US market indices.
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The August turmoil that began after negative surprises on earnings of some US tech companies was later

exacerbated by weak macro data. We have been saying for quite some time that there is ambiguity about

whether companies can quickly translate their AI-related investments into a sustainable growth in

earnings. Now, the markets seem to be questioning that as well, as valuations in select corners are still a

concern, along with weak macro dynamics. Even in the EZ, where the economic recovery is moving up

towards its potential, the path is vulnerable and dependent on exports. In this environment, fundamentals

like earnings and balance sheet strength become even more important. We believe investors should play

market dislocations, favouring segments such as US equal weighted, value and emerging markets.

Play market anomalies led by fundamentals

▪ While we took advantage of 

the market moves, our 

barbell view is maintained. 

This is mainly through 

cheap defensives and 

quality cyclicals.

▪ We are positive on staples 

and health care but 

cautious on tech. The 

recent pullback could open 

up opportunities in the tech 

consulting space.

▪ Recent earnings have been 

strong, but for export-

oriented sectors such as 

luxury, weakness in China 

is becoming apparent. 

European Equities

▪ The valuation gap between 

market-cap weighted 

indices and the broader 

markets is huge. We think 

in case of a liquidity scare, 

the top-of-the-market stocks 

would suffer more.

▪ EPS growth in the broader 

markets is likely to improve 

and could support a rally-

broadening outside of large 

caps/AI-driven segments.

▪ We stay balanced, positive 

on financials (large banks) 

and materials, and also on 

defensives through specific 

investment cases.

US & Global Equities

▪ Economic growth remains 

strong and earnings 

recovery is on track. But we 

could see some volatility on 

US elections (Harris vs 

Trump presidency) and 

discussions on trade 

barriers, etc.

▪ In LatAm, we raised our 

stance on Brazil given its 

attractive valuations and 

are also positive on Mexico.

▪ India and Indonesia offer 

strong long-term potential. 

We are also positive on 

South Korea but reduced 

our views on some banks.

EM Equities

E Q U I T I E S
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Amundi asset class views

Source: Summary of views expressed at the most recent global investment committee held on 30 August 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

▪ USD/JPY:  A hawkish BoJ and fears of a recession were responsible for the recent unwind of carry trades 

funded in JPY. Our 12-month target for the USD/JPY is revised slightly from 140 to 135. Any further JPY 

adjustments would require a weaker global growth or a more pronounced hiking cycle from the BoJ

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 

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
https://research-center.amundi.com/article/geopolitical-risk-will-grow-here-how-we-track-it
http://www.amundi.com.hk/

