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MACROECONOMIC SCENARIO 

The global growth scenario remains rather uncertain and the decline in economic activity in China in the current quarter, 
caused by the "zero tolerance" Covid strategy, represents a further significant negative shock. However, our scenario 
envisages a significant growth recovery in China in the second half of the year, thanks in particular to fiscal policy support. 
In the US and in the Euro Area, our baseline scenario still does not envisage a recession over the forecast horizon, 
however the risks in this respect are not negligible. The continued stability of the economic activity in the Euro Area also 
allows the ECB to proceed more rapidly in the interest rate adjustment process and we now expect the first rise (by 25 bps) 
in July to be followed by another three by the end of the year. On the other hand, the Fed should continue to proceed with 
50-bps rises also in the June and July meetings and likely (but in this case uncertainty is higher) also in September’s, before 
moving to 25-pbs rises until the spring of the next year. 

EQUITY MARKETS 
The recent correction makes valuations more attractive, however profits have begun to decelerate. 
We do not expect a profit recession, but rather a slowdown in growth at levels below those that have 
prevailed so far. With the stabilisation of interest rates, which we believe may contribute to stabilising 
multiples, we see an overall constructive equities scenario, however the neutral view reflects 
caution in this phase of uncertainty and volatility. We prefer the US market, where fundamentals are 

less vulnerable to the evolution of war events and the impact of commodities performance is more limited. In Europe, we 
close the overweight on the British market, but remain neutral overall, while in emerging countries we favour the Chinese 
market. From a sectoral point of view, we prefer themes that show greater predictability of profit (and dividend) growth 
rather than the more cyclical components, such as financial or industrial securities.  

EUROPE UNITED STATES JAPAN EMERGING MARKETS 

BOND MARKETS 
We have a neutral view on duration and government bonds because the valuations reflect the macro 
fundamentals and the changes in monetary policy. With inflation peaking in the US and about to peak 
in Europe as well, we think that, at least in the short term, the curve incorporates the maximum 
amount of monetary tightening by central banks, particularly in the middle section of the US curve. We 
also believe that the contribution of equity risk diversification from government bonds is prospectively 

greater, partly due to the risks of the slowdown in the economic cycle. With regard to corporate credit, we acknowledge 
the attractiveness of returns that are above those of recent months, but the technical aspects linked to the end of QE 
programmes and the greater macroeconomic uncertainty lead us to take a cautious approach. In emerging debt, we 
maintain exposure to Chinese government bonds, albeit to a lesser extent than in previous months.   

GOVERNMENT CORPORATE HIGH YIELD EMERGING MARKETS 
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Macroeconomic Scenario  Summary View Investment View Equity Markets Bond Markets 

USA - FROM THE RISK OF INFLATION TO GROWTH RISK  

Following the unexpected decline in GDP in the first quarter (-1.4% annualised), mainly due to 
the significant acceleration in imports, growth should become robust once again (around 3%) 
during the current quarter, mainly due to the lively performance of consumption in early 
spring (and the end of the significant negative contribution from net exports). For some time 
now, our scenario foresees a process of gradual slowdown in the economy from the middle 
of this year, with a far from negligible risk of a recession (which remains modest in the short 
term). Inflation should have peaked at 8.5% in March, allowing the Fed not to tighten its 
action further in the short term: following the tightening decided on in the meeting at the 
beginning of May, we expect rate 50-bps increases also in the mid-June and late July 
meetings and (albeit with greater uncertainty) in September as well.  

EURO AREA - ECB: GET SET, GO!  

Despite the numerous shocks since the beginning of the year (from the war in Ukraine to the 
production chain issues caused by the zero-Covid policy in China), the Euro Area’s economy is 
showing considerable resilience, with data above expectations between April and May, which 
follow the positive GDP growth result in the first quarter (1.2% q/q annualised, while we 
forecast zero growth). However, the scenario remains highly uncertain and subject to the risks 
of new sanctions against energy imports from Russia and difficulties in production chains, 
however the labour market is robust and services are recovering post-pandemic. The growth 
resilience allows the ECB to focus on controlling inflation: the ECB is indeed preparing to raise 
rates by 25 bps in July and September, with the aim of bringing the deposit rate back to zero 
at the end of the third quarter. We also expect two further increases by the end of the year.  

CHINA: AWAITING THE EFFECTS OF THE ECONOMIC POLICY  

The continuation of the "zero tolerance" Covid policy was reflected in a weaker-than-expected 
performance in April’s data, especially with regard to consumption, but in addition labour 
market conditions deteriorated. We therefore had to revise our GDP growth expectations 
downwards for the current quarter and we now expect a -3.2% decline annualised, albeit with 
significant downside risks. Average growth for this year therefore falls to 4.3%, drifting further 
away from the government’s target. While inflationary pressures remain low (although 
inflation accelerated to 2.1% in April), the PBoC is trying to support demand in the crisis-
stricken real estate sector by reducing interest on mortgage loans. In terms of fiscal policy, a 
series of measures have been approved which should provide support mainly to businesses.   
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Summary View Macroeconomic Scenario  Investment View Equity Markets Bond Markets 

EUROPE 

UNITED STATES 

JAPAN 

EMERGING MARKETS 

GOVERNMENT 

CORPORATE 

HIGH YIELD 

EMERGING MARKETS 

We are removing the preference we have had for some time for the UK market, but are 
not changing our overall neutral view on European equities. UK equities trade at 
attractive valuations, but the outperformance achieved since the beginning of the year 
is significant and suggests more tactical caution. Although the recent profits season was 
very strong, Europe is still the area where we see greater risks of a downward revision 
of growth estimates in the coming months. 

Although valuations remain higher than those in other geographical areas, we have a 
preference for US equities because corporate fundamentals are less vulnerable to 
cyclical and geopolitical developments. In addition, investors’ positioning is relatively 
low. However, the overweight is not particularly high and does not change the 
neutrality on the equity asset class as a whole.  

The Japanese market trades at attractive prices which are lower than other geographical 
areas, but profit growth is not as bright and the macroeconomic profile is more linked to 
the performance of international trade and industrial dynamics, which are more 
exposed and vulnerable to geopolitical developments and a weaker economic cycle.  

We are neutral on emerging markets, although we have a preference for the Chinese 
market, where economic policy authorities are developing measures to support growth 
both on the monetary and on the fiscal side. Chinese valuations are attractive and 
reflect a lower level of medium/long-term profitability than what we believe may be 
achieved. We are more cautious on the other markets, as they price in a risk premium 
linked to the Ukraine-Russia crisis.  

The approaching of an inflation peak and of a cyclical slowdown contributes to 
stabilising the interest rate curve. We are neutral because returns appear to be 
consistent with the macro fundamentals and the monetary policy evolution. In the US, 
we prefer the intermediate part of the curve, which already prices in a significant 
monetary tightening. For European peripheral bonds, the return to a positive rate 
policy is putting pressure on spreads, which are again expressing credit risk and, for 
Italy, moderate political risk. 

Overall, the portfolios are close to neutral for the sector, with a preference for financial 
sector issuances. The restrictive developments of the ECB, including from the 
perspective of reducing bond purchase programmes, and geopolitical developments 
introduce elements of vulnerability on European corporate valuations but the widening 
of spreads in recent weeks is already partly a reflection of this scenario. 

In general, we prefer risk-taking in the equity segment to investments in low-rated 
credit securities. In the US component, with the intermediate maturities of the 
government curve already pricing in significant Fed activity, expected long-term yields 
have once again become more attractive, but default rates are rising slightly, although 
at absolute levels that are still not worrying.  

We are neutral on external debt because the war in Ukraine introduces a risk premium 
on the asset class which depends on the political risk and the risk of possible lower 
liquidity situations. We believe that this risk premium will not narrow in the short term. 
As regards the local component, we have a preference for the Chinese government 
component, although to a lesser extent than in previous months due to the lower 
advantage in terms of carry and the currency volatility, and we are underweight in 
other areas.  

EQUITY MARKETS 

BOND MARKETS 
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Equity Markets Summary View Macroeconomic Scenario  Investment View Bond Markets 

In recent weeks, equity markets have continued to adjust in the wake of an increased 

perception of the risk of a recession. The war, coupled with the Fed’s aim to contain inflation 

also to the detriment of growth, as well as further malfunction in the production chains 

generated by the zero-Covid policy in China, certainly outline a riskier scenario, however in 

the analysis horizon the macroeconomic evolution appears compatible with a slowdown 

and not with an interruption of the growth trend. 

The adjustment underway has led to the price/profits ratio falling significantly to levels that 

are impacted by more restrictive financial conditions, although the current deterioration is 

still far from levels compatible with recessionary scenarios. In this sense, the prospect of a 

stabilisation of interest rates supports the equity market, contributing to reducing the risk 

of a further downside of multiples. 

However, the central issue about equities is the evolution of profits. In the US, the 

reporting season showed an overall stability of total profits, thanks above all to the energy 

and materials sectors. The outlook indicates the tendency to a widespread deceleration in 

profits among the sectors, with a few exceptions (energy sector and basic materials), albeit 

still in a context of positive growth. 

The basic view of a slowdown and not a recession is compatible with profits growth that 

continues to slow down, but remains positive overall. 

In terms of exposure, we maintain a geographical preference for the US market in 

consideration of the fact that most of the monetary tightening has already been priced in 

and the economy and fundamentals are less exposed to the impact of the war. 

In Europe, the positioning is overall neutral after having tactically neutralised the exposure 

to the UK market, benefiting, after the significant outperformance since the beginning of the 

year and the sharp revision of the profits already taken, which limits the room for further 

surprises. 

We continue to adopt a cautious approach to emerging equities, maintaining a relative 

preference for China within an overall neutral exposure. 

In the short term, the performance of Chinese indices was penalised by the "zero tolerance" 

Covid policy. Valuations and profits estimates mostly factored in the continuation of this 

situation. The further downside risk from these levels is decreasing marginally, also in light of 

an improvement in the evolution of infections and possible intervention by policy makers.  

CONCERNS SURROUNDING GROWTH ARE BECOMING MORE WIDESPREAD 
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Bond Markets Equity Markets Summary View Macroeconomic Scenario  Investment View 

CENTRAL BANKS DETERMINED TO RESTORE PRICE STABILITY 

The communication from the central banks highlights the shift in regime compared to the last 

decade, showing their determination to restore price stability as soon as possible. Not only in 

the US where price stability could also be reached at the cost of a slowdown in the economy, 

but also in the Euro Area, despite the greater prospective vulnerability resulting from the 

Russian-Ukrainian conflict, the ECB highlights that inflation peaks no longer justify maintaining 

the stimuli put in place. 

GOVERNMENT BONDS 

US Treasury bonds appear to be correctly valued in a range at about 2.9%, pricing in part of 

the Fed’s action at least in the short term. The perception of potential risks for the real 

economy keeps levels of US Treasury bonds very close to levels compatible with the reference 

scenario, mitigating further upward pressures. The shift in narrative to a scenario that prices 

in growth risks has in some way re-established a certain degree of negative correlation 

between bonds and equity, thus making it possible to recover that diversification effect 

with respect to equity risk. Based on these considerations, we maintain a neutral exposure to 

US rates.  

A similar neutral position is taken on the European rate, with the Bund correctly valued at 

about 1%, already pricing in the swifter normalisation of monetary policy and the 

discontinuation of the negative rate policy. With regard to peripherals, the current BTP pricing 

factors in, in addition to the pure credit risk component compared to the Bund (estimated at 

about 180 bps), also a marginal reintroduction of the political risk in consideration of the 

electoral deadline and the end of purchases by the ECB, which contained spreads. 

SPREAD PRODUCTS 

On the corporate side, although rates have become more attractive, we maintain a certain 

degree of caution to the extent that the evolution of monetary and geopolitical policy 

introduces elements of vulnerability in spreads which lead us to prefer government duration 

and equity risk. The exposure is overall neutral, while at the selection level we prefer quality 

bonds (rating above BBB), for reasons linked to cyclical risks and valuations, maintaining an 

exposure to subordinated financial securities, albeit to a smaller extent than in previous 

months. 

For emerging economies, cyclical risks are increasing, leading us to take a more cautious 

stance on external debt. Within the exposure to emerging bonds, moderate exposure to 

Chinese debt in local currency is maintained, mainly concentrated in the more defensive 

government component. Exposure to the asset class is justified more for diversification 

purposes (given the divergence of monetary policy compared to the US and the Euro Area) 

than for carry purposes.  
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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. 


