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EMERGING MARKETS JAPAN UNITED STATES EUROPE 

MACROECONOMIC SCENARIO 
The considerable upside surprises in the employment performance and, above all, in the inflation trends in the US 
in January significantly scaled back market expectations regarding the timing of the Fed’s rate cuts over the 
coming months (and the overall size of these cuts over the course of 2024). Our base case now envisages a first 
Fed cut at the June meeting, rather than the one in May, but the scenario has become more uncertain and the 
risk of a further delay in the cuts is far from negligible. On the other hand, we have not changed our expectations 
regarding the ECB and we continue to expect a first rate cut at the June meeting. Lastly, we note that the phase 
of moderate deflation in China is proving to be more prolonged than expected, but is expected to be close to its 
end.  

EQUITY MARKETS 
We are maintaining an overweight position in equities because corporate earnings are continuing 
to grow sequentially, and companies have retained the ability to exceed estimates even in the 
latest season. Valuations overall are not low, and those of the technology sector in particular are 
relatively high. However, the resilience of the economy and earnings, along with a tighter and 
lower range of rates than last year, suggest that valuations will hold. 

We maintain our preference for markets with the strongest fundamentals: the US, due to the composition of the index 
and the expected profit growth, and Japan, due to its inflation exit process and the improvement of corporate 
earnings, also as a result of more shareholder-friendly corporate governance policies. We are neutral on the European 
and emerging equity markets. From a thematic perspective, we are maintaining our exposure to the technology 
components, but we think the market leadership is likely broaden to include more value components, thanks to 
favourable macroeconomic conditions, as well as defensive components such as the pharmaceuticals sector and the 
dividend aristocrats.  

BOND MARKETS 

GOVERNMENT CORPORATE HIGH YIELD EMERGING MARKETS 

The portfolios have a greater duration than that of the reference benchmarks and with room 
for increase in the exposure in the event of yet another rise in bond yields. We believe that 
the gradual decline in inflation will limit the potential for interest rate increases, allowing 
central banks to initiate a phase of official rate cuts during the year. We maintain our 

preference for the government sector, both US and European, and underweight in the credit sector, especially 
in the segments with lower quality or higher volatility. In the corporate credit sector, we therefore favour the 
investment grade segment (including the financial sector).   
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Macroeconomic Scenario  Summary View Investment View Equity Markets Bond Markets 

FIDEURAM ASSET MANAGEMENT ECONOMIC FORECAST 

January saw a worsening of deflation with the change in prices 
shifting from -0.3% to -0.8% yoy, with the most significant 
negative contribution coming from food, partly due to an 
unfavourable base effect related to the Chinese New Year. Over 
the course of the year, we expect a return to inflation, with the 
average rate for 2024 revised downwards from 0.9% to 0.7%. 
The strong growth of credit to the economic system in January 
confirms the accommodative stance of monetary policy as 
reiterated by the PBoC’s Quarterly Monetary Policy Report. Most 
provinces have announced a growth target of no less than 5%, so 
we expect the national target for 2024 to also be around 5%.   

CHINA: THE SHADOW OF DEFLATION  

USA: CONTRASTING NARRATIVES FOR THE SHORT-TERM SCENARIO  

GDP growth in the second half year of 2023 accelerated, alongside a significant reduction in core inflation. The 
January employment figures (over 350,000 new jobs) were also much stronger than expected. However, 
inflation also surprised on the upside in January, while retail sales were weaker than expected. The short-
term scenario is therefore still rather uncertain and it seems likely that a few more months may be needed for 
the Fed to gain sufficient confidence in the stable reduction of inflation to the 2% target before deciding to 
begin starting to ease monetary restrictions. We have therefore moved our prediction for the first rate cut by 
the Fed from the May to the June meeting. The risks associated with this baseline scenario lean towards an 
even further delayed start to rate cuts.  

EURO AREA: WHERE DOVES FLY  

The signs of a recovery in growth are still modest and are based 
on the resilience of the labour market and the recovery of 
consumption, thanks to the fall in inflation and increases in 
wages. In the last quarter, despite zero growth, employment 
continued to rise, and the unemployment rate remained stable at 
an all-time low of 6.4%. In January, both overall and core 
inflation fell by another tenth of a percent (to 2.8% and 3.3%, 
respectively).  A favourable outlook for energy prices supports 
the return of inflation to the 2% target in the coming quarters. 
However, the ECB continues to stress that it needs more 
information on the wage dynamics before initiating cuts, leading 
the market to scale down the expectations of an initial rate cut 
as early as April, with the probability falling to 50% from over 
80% a month ago.  

Increased mobility of people on the eve of 

Chinese New Year  

The decline in inflation was mainly driven 
by the significant fall in the prices of goods 

2023 2024* 2025* 2023 2024* 2025* 2023 2024* 2025*

US 2,5 2,1 1,7 4,1 2,8 2,3 5,38 4,38 3,38

Eurozone 0,5 0,5 1,3 5,5 2,4 2,1 4,50 3,25 2,50

Japan 1,9 0,7 1,2 3,2 2,3 1,9 -0,10 0,00 0,00

China 5,2 4,9 4,6 0,2 0,7 1,5 2,50 2,30 2,30

Annual average growth, monetary policy rates are end of period. Refi rate for ECB. * Fideuram Asset Management Forecasts

GDP Inflation Monetary Policy Rate
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EUROPE 

UNITED STATES 

JAPAN 

EMERGING MARKETS 

GOVERNMENT 

CORPORATE 

HIGH YIELD 

EMERGING MARKETS 

Valuations are at their lowest levels relative to the US and reflect less healthy 
macroeconomic conditions and weaker sequential earnings growth, partly due to the 
different sectoral mix and the lower weight of technology. However, profit performance 
is expected to improve over the course of the year and we think that in the coming 
quarters there may be a more favourable phase for European equities once the turning 
point in earnings becomes clearer.  

We hold an overweight position due to the combination of attractive valuations and a 
rise in expected earnings. The expected progress in Japan is based on cyclical (rise in 
inflation expectations and financial sector profitability thanks to the loosening of the 
curve control by the BoJ) and structural elements (balance sheet restructuring and 
increase in investments). If confirmed beyond the cyclical horizon, the exit from 
deflation may represent a long-term support element for the market, which goes hand 
in hand with corporate governance reforms.  

Valuations are attractive, but the deflationary trend, low consumer confidence and 
difficulties in China’s real estate sector are resulting in continuous downward revisions 
of earnings growth estimates. We maintain a neutral approach towards the asset class, 
whilst waiting for signs of effective manoeuvres of the Chinese policy makers.  

We are maintaining a duration overweight because we think central banks will cut 
rates in the coming quarters, despite the short-term volatility stemming from the 
economic data. We see the correct valuation range for the 10-year Bund at close to 
2.5% and for the 10-year Treasury at close to 4.4% and above these levels we will 
consider the possibility of further increasing our exposure to government bonds. 
European peripheral spreads are at the low end of the fair value range but the current 
macroeconomic evolution does not seem compatible with their abrupt widening, at 
least in the short term.  

The investment grade sector is still our preferred sector for corporate credit risk, 
although spreads are relatively narrow and do not leave much room for further 
reduction from these levels. However, the overall yield is attractive, the credit quality 
high, and we also have a favourable view on exposure to financial sector issues.  

We are underweight to reflect the risk of an impact on lower-quality loans of an 
increase in the cost of capital. Expected returns are attractive from a historical 
perspective, and default rates are still low, although on the rise. Among the risky assets 
we prefer exposure to equities, at least as long as companies continue to demonstrate 
a capacity for upward earnings revisions.  

We are neutral on emerging markets, in both hard and local currencies. The spreads in 
hard currency are level, especially in the investment grade component. In the local 
currency segment, the market has already priced in a substantial amount of rate cuts, 
compared to the scaling back of expectations in Europe and the US, where we continue 
to remain overweight in bonds . 

EQUITY MARKETS 

BOND MARKETS 

The US market remains the preferred choice due to the higher quality of the companies 
and the performance of profits which, so far, have exceeded the forecasts and are 
expected to continue growing in the coming quarters, also thanks to the significant 
contribution from the technology sector. Higher valuations are restricting the market’s 
growth potential, which is why, alongside our preference for growth and technology 
segments, we have expanded our exposure to encompass more value-oriented 
components and defensive sectors (pharmaceutical, dividend aristocrats).  
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Equity Markets Summary View Macroeconomic Scenario  Investment View Bond Markets 

As highlighted by the release of the latest macroeconomic data, the strength of 

the US economy continues to surprise, thanks to robust consumer spending and 

a healthy job market, pushing back the threat of a recession, at least in the short 

term. Inflation continues to fall, although at a slower and less steady pace. 

These cyclical outlooks, which not only continue to be sustained, but are also 

being revised upwards, provide significant support to the trend of sequential 

earnings growth, with companies overall maintaining the ability to exceed 

estimates, as is also becoming apparent in the latest earnings season in the US.  

It is true that valuations are not low, but in the short term they may hold thanks 

to the cyclical environment, the prospect of lower interest rates, and the 

contribution of technology sector earnings. 

These observations lead us to maintain the structure of the equity exposure that 

remains overweight overall, without any changes in geographical preferences. 

We continue to favour both the US market, due to the higher quality of the 

companies and the earnings growth, and Japan, thanks to the combination of 

multiple factors including the prospect of removing the yield curve control policy 

and the improvement in earnings as a result of the exit from deflation and more 

shareholder-friendly corporate policies. 

For European equities, on which we have a neutral view, we have started a 

gradual process of accumulation. Valuations continue to be at a discount relative 

to the US market. However, starting from the second half of 2024, there is a shift 

in the earnings and revenue forecast, alongside an expected improvement in 

economic growth. 

No change in the approach to the emerging markets and China. The exposure 

remains neutral as we await positive signs regarding the impact of the actions 

taken by Chinese authorities, the deflationary trend, and the difficulties in the real 

estate sector.  

MARKET SUPPORTED BY THE COMBINATION OF ECONOMIC GROWTH AND 

PROFITS  
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Bond Markets Equity Markets Summary View Macroeconomic Scenario  Investment View 

EFFECT OF MONETARY POLICY EXPECTATIONS ON GOVERNMENT YIELDS  

In January, yields on both US and German government bond moved upwards. 

This shift led the market to reconsider the timing of the start of the rate cuts, 

which at the start of the year was expected to begin as early as March.  

Given the substantial continuity of the macroeconomic scenario, the approach to 

bond exposure remains unchanged, favouring higher quality segments. This 

results in an overweight position in US and European government bonds, with a 

lower exposure to credit risk, within which we continue to favour the 

investment grade segment. 

For both US and European government exposure, we are favourable to an 

increase in exposure in the event of a further rise in bond yields. We see 4.4% 

for the 10-year Treasury and close to 2.5% for the 10-year Bund as initial levels of 

interest. 

The higher quality segments are still the favourites in corporate credit, but the 

spreads are very compressed. Within our overall stance on this asset class, we 

favour the higher-quality credit segments, which also offer more attractive 

valuations (for example, mortgage backed securities in the US and the financial 

sector in Europe). 

On the other hand, we continue to consider the speculative component (the 

High Yield segment) to be the most fragile and exposed to the gradual increase 

in default rates, which for the time being are still low in historical terms, 

preferring the assumption of cyclical risk through equity exposure. 

Our neutral position on emerging market bonds, both in hard and local 

currency, also remains unchanged. The relatively low level of spreads leaves 

little room overall for further compression, while the good performance of local 

currencies in recent months favours other fixed income segments with higher 

quality and lower volatility.  
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DISCLAIMER: 

This material has been prepared by Fideuram Intesa Sanpaolo Private 

Banking Asset Management SGR S.p.A., which is an asset 

management company enrolled in the register of the asset 

management companies held by the Bank of Italy no.12 and belonging 

to the Intesa Sanpaolo banking group (“Fideuram Asset Management 

SGR” or “SGR”).  

This material has been prepared based on data processed by 

Fideuram Asset Management SGR (and by other companies of Intesa 

Sanpaolo banking group) and based on publicly available information 

or other third-party sources; the opinion offered are based on sources 

considered reliable and in good faith.  Fideuram Asset Management 

SGR does not guarantee the accuracy, completeness and reliability of 

the data and information contained in this document and declines any 

responsibility in this regard.  

However, non-declaration of guarantee, explicit or implicit, is offered 

the SGR on the accuracy, exhaustiveness and correctness of the 

information. The opinions and forecasts herein are formulated 

exclusively in reference to the document’s date of writing, and there is 

no guarantee that results, or any other future events, will be consistent 

with the opinions and forecasts contained herein. 

None of the contents of this communication, or of any attached 

documents, should be understood as research on investment matters, 

or marketing communication, or as an offer, inducement, invitation, 

solicitation or recommendation to buy or sell any security or financial 

instrument or service or to pursue any investment product or strategy 

or otherwise engage in any investment activity or as an expression of 

an opinion as to the present or future value or price of any security or 

financial instrument, nor as consulting on investment matters, of legal, 

fiscal or other nature. The information contained in this material may 

change as subsequent conditions vary.  

The data, unless otherwise specified, do not take into account the 

applicable tax regime. 

This material may not be distributed or used for the purpose of offers or 

solicitations in the United States or in Canada or towards individuals 

resident in any jurisdiction or in any circumstances in which such offers 

or solicitations are unlawful or not authorized, or where there would be, 

by virtue of such distribution, new or additional registration 

requirements.  

The SGR and its employees cannot be held liable for any potential 

damages (even indirect or accidental) deriving from the fact that 

someone may have relied on the information contained in this 

communication and/or in any attached documents, and is not 

responsible for any errors and/or omissions in the aforementioned 

information. 

This communication and its contents, including the contents of any 

attached documents, may not be reproduced, redistributed, directly or 

indirectly, to third parties or published, in its entirety or in part, for any 

reason, without the prior written consent of the SGR. 


