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Capital markets whipsawed between a weakening US labour market and hopes
that the Fed would successfully steer the economy towards a soft landing.
Markets are optimistically interpreting the latest policy action, which could
potentially boost consumption and investment. The other narrative is that the
Fed would not have implemented a big cut without having apprehensions on
the economic front. Our view is that truth lies somewhere in between – a
combination of the two narratives will most likely play out, depending on:

 The US being on a slight deceleration path, downside revision to
eurozone. We maintain our views of only a mild deceleration. Labour
markets, consumption pattern and savings rate remain key to monitoring the
extent of the slowdown. In the eurozone, we trimmed our real GDP growth
forecasts for 2025 from 1.2% to 1.0% mainly due to weak domestic demand.

 A Fed that is inclined to cut rates deeper would give more leeway to
the ECB and the Bank of England to reduce their own policy rates.
Higher number of Fed rate cuts means lower terminal rates for the Fed, with
ripple effects on the ECB and BoE.

 US seems less concerned (for now) about fiscal deficits. The political
leanings of Kamala Harris and Donald Trump are different, but neither of
them seems to be bothered by high deficits. In Europe, it’s the opposite, and
has caused investment and productivity gaps with the US over the years.

 China’s monetary stimulus is a definite boost to market sentiment. The
monetary easing and changes to housing policy signal a renewed effort by
the country to support the economy, but we await clarity on fiscal stimulus.

Fed rate cut boosts the markets but 
for how long

Fed rate cuts, along with high fiscal deficit, support the case for US curve steepening

Source: Amundi Investment Institute, Bloomberg, as on 25 September 2024. 10y-2y above zero means steep yield curve.
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A mildly positive risk stance is the way forward as the economy is
unlikely to enter a recession and inflation continues to decline,
leading central banks to progress on their easing cycles. However,
monetary easing alone would be unable to boost the markets
sustainably. Rate cuts would take time to disseminate to the broader
economy. We need favourable growth, strong corporate earnings and
investments to enhance productivity for market performance in the
long run. In particular, we see opportunities in following categories:
 Cross asset. We are constructive on duration, and explore global

divergences across the curves. While staying positive on the US
and Europe (slightly less so than before), we turned optimistic on
the UK. In general, DM yield curves would continue to steepen, but
some near term differences will prevail. In EM debt, yields are
attractive but noise around US tariffs could affect segments with
tight valuations. We are exploring entry points in equities and
remain marginally positive on the UK and Japan. Gold provides
resilience in times of high geopolitical uncertainty, particularly when
central banks are cutting rates.

 Tactical and active on government bonds, positive on carry in
credit. Yields on USTs are attractive from a long-term perspective
allowing us to stay close to neutral. An active approach is crucial as
central banks normalise rates in the US and Europe at different
speeds. We upgraded UK duration amid receding inflationary
pressures and persisting growth concerns. In US credit, we prefer
financials over non financials, and in the EU, we like financials and
subordinated debt, but are cautious on consumer and retail sectors.

 Prioritise fundamentals/valuations in equities. The transition to
an economic recovery should help the markets. But until that
happens, markets will be less directional and more dependent on
rotations and valuations. We await a broadening of earnings outside
mega caps and stay balanced in the US, exploring high quality
defensives and value over growth. Even in Europe, we aim for a
balanced stance through quality cyclicals and defensives.

 Global policy easing supports the case for emerging markets.
We like hard currency bonds and are more selective on local
currency where we are exploring markets that have seen excessive
selling recently, and hence are attractive. Country wise, we like
Brazil, Colombia and Peru. On equities, Asia presents abundant
opportunities, and we remain selective.

We’d like to stay 

nimble because 

things could change 

fast if there is a 

downside surprise 

on growth, an 

upside surprise on 

inflation, or if 

geopolitical risks 

worsen.

Overall risk sentiment 

Changes vs. previous month 

 Fixed income: Less positive on Japanese 
duration and more constructive on UK 
government bonds.

 FX: slightly positive on GBP.

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 25 September 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 environment of no recession 
and central banks in an easing 
mode, we remain slightly positive on 
risk assets.
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Three hot questions

3

As it became more confident of taming inflation, the Fed gave strong forward guidance on 

rates, which is in contrast to its recent approach of staying vigilant/data dependent (on 

inflation). This, coupled with some concerns on growth, led us to lower our terminal rate 

expectations.

After the jumbo Fed rate cut in September, have you changed 
your policy expectations?
We now believe the Fed will ease policy by another 50 bps this year  (75 bps previously 
expected), split equally between its two remaining meetings. We also added one rate cut to 
our expectations for next year, reducing our terminal rate forecasts from 3.50% to 3.0% 
which should be reached by Sept-2025. A dovish Fed makes it easier for other central banks 
such as the ECB to reduce their rates. For the ECB, we have penciled in an additional 25 
bps rate cut for next year, taking our terminal rate expectations to 2.25% by April. We also 
lowered terminal rates for the BoE by 25 bps to 3.50% by 2025-end.

How do you explain the divergence of the BoJ with the Fed?
Japanese core CPI accelerated in August, and we now expect it to stabilise around 2% for 
the next year instead of a mild decline as we thought earlier. The BoJ indicated its intention 
to raise rates if its economic forecasts are achieved. We think the bank would monitor wage 
growth, incoming data and external market stability which are all important factors for 
Governor Ueda to consider before he tightens policy. Accordingly, we believe the BoJ will 
hike rates in December and in May 2025 by 25 bps each, but we do not change our terminal 
rate forecast.

What is the impact of China’s monetary stimulus on the 
country’s economic growth? 

The PBoC implemented monetary easing and liquidity-enhancing measures. It reduced 
policy rates, cut the reserve requirement (the amount of capital banks must hold as reserves) 
and made it easier for people to buy second homes. This seems to have infused new life into 
the markets. We welcome these measures and await more clarity on fiscal measures which 
could address the problem of high leverage in the economy and could encourage consumers 
to spend more. For a sustainable improvement in growth and market performance, it is 
essential that consumer sentiment and employment situation get better. 

Investment Implications
 Duration: Close to neutral on US and slightly positive 

core Europe. Turning constructive on UK.

Investment Implications  Cautious on Japanese government bonds.

Investment Implications
 We stay close to neutral on Chinese equities for now, 

and are monitoring the situation closely.
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Economic growth is moderating but not collapsing across the developed
world and inflation is falling in line with central banks’ targets, indicating that
the central bank put is firmly in place. As a result, we are mildly positive on
risks and aim to ensure that all elements for enhancing long term returns,
and portfolio resilience (hedges and duration) are well-explored. On the
latter, we are diversified across the curves and actively adjust this
stance to accommodate regional nuances, taking into account
opposing pressures (falling inflation, growth, fiscal deficits) on yields.

Our slightly constructive view on DM equities is maintained through the UK
and Japan, but we are neutral on the US and the EU. The UK provides a
good balance of domestic and international dynamics, and high dividends.
Its exposure to the energy sector could provide some support in times of
heightened tensions in the Middle East. In Asia, Japan could benefit from
improvements in corporate governance and is also a diversification play.
Overall, we are exploring other developed and emerging markets which
provide a good balance of valuations, volatility and potential rewards.

We are positive on US duration and core Europe but have partly reduced
our views on the latter in favour of the UK. The UK should benefit from
slowing inflation and fiscal discipline, and Italian BTPs also present room for
further gains. Given the movements in the Canadian curve over past
months, we believe the scope for the curve to steepen further is limited. But
in the medium term, yield curves in major DM (i.e. the US) should steepen.
In Japan, the BoJ’s policies are likely to keep bonds under pressure.

In corporate credit, EU IG is attractive and shows strong fundamentals and
low leverage. Furthermore, EM debt maintains its yield advantage over US,
particularly in local currency. We remain constructive on EM debt, but
reduced this view slightly. In some parts, tight valuations could come under
pressure from any possibility of a Trump victory (protectionism) in the US.
We are marginally positive on USD but are vigilant as it might be affected by
Fed rate cuts. The AUD is attractively priced and could benefit from any
improvement in China growth. In EM, we like BRL/EUR and INR/CNH.

Gold has benefitted from Fed easing and it continues to provide strong
protection from geopolitical tensions. But to further strengthen portfolio
safeguards, it is important to explore hedges on bonds and equities.

Opportunities across DM yield curves

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 25 September 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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In range-bound 

markets, we stay 

diversified and look 

to accumulate in 

segments where risk-

reward is symmetric.

Current stance

Change vs 
previous month

-- - = + ++

Equities
DM

EM

Credit

Duration
DM

EM

Oil

Gold
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US elections have re-ignited the focus on fiscal deficits and debt not just domestically, but also in other
parts of the developed world. Hence, while it is important to maintain a long-term focus on duration and
how deficits could put upward pressure on bond yields, investors should not ignore the near-term market
dynamics. On the monetary side, we are seeing a continuation of the rate cut cycle by the ECB, the BoE
and the Fed, coupled with a no-recession scenario. This means there is value to be explored in credit but
the case for differentiation is particularly strong as episodes of volatility could re-emerge. It is the quality
businesses with robust fundamentals that would be better able to withstand potential market stress. Thus,
balancing the need for carry with quality and liquidity is important across the US, Europe and EM.

Carry is attractive but tilt towards quality

 We are active on duration 
with divergences across 
countries, with a slightly 
positive view on Europe. 
We turned positive on the 
UK given receding inflation, 
but on Japan we are now 
cautious amid the BoJ’s 
indications of hiking rates 
sooner rather than later.

 Expectations of rate cuts 
and strong corporate 
fundamentals allow us to 
stay positive on credit 
through EU financials. 

 We also like selective non-
cyclicals segments.

Global & European 
fixed income

• The long end of the US 
yield curve remains 
expensive owing to 
continued deficit spending, 
but the intermediate part 
looks attractive.

• The Fed may be able to 
engineer a smooth sailing 
outcome for the economy 
but we stay prepared, 
maintaining our quality bias 
in credit. In particular, we 
favour financials over non-
financials.

• In securitised credit, agency 
MBS are attractive 
compared with other quality 
spread sectors. 

US fixed income

 Declining US inflation and 
Fed cuts are positive for the 
asset class but wide 
divergences across EM, 
volatility around the Fed 
and potential tariffs 
discussions lead us to be 
selective.

 Notably, EM central banks 
have the flexibility to relax 
monetary policies.

 In local currency, we are 
exploring high carry debt for 
instance in Mexico which 
has been oversold. We like 
Brazil and Colombia in 
LatAm. In hard currency, 
we prefer HY.

EM bonds
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F I X E D  I N C O M E  

IG spreads still close to long term average, unlike high yield

Source: Amundi Investment Institute, Bloomberg, as on 30 September 2024. ICE BofA indices. To better show the 
current spreads, the extreme movements during the 2008 financial crisis have been hidden.
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Cautious on valuations, positive on earnings resilience

Source: Amundi Investment Institute, Bloomberg, 27 September 2024. MSCI Indices on right vertical axis.
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Weakening data coming from the US is consistent with a soft landing but any probability of a worsening
environment is not priced in by the markets. With this slowing economy, it is difficult to see margin
expansion and we believe earnings forecasts are likely to come down. On the other hand, some
companies are generating strong cash flows and that has been supportive of share buybacks, which are
supporting markets particularly in the US, and boosting positive sentiment. In the medium term, however,
these high valuations do not form a strong basis of sustainable returns. As a result, we explore segments
where earnings assumptions, pricing power and dividend prospects are robust but believe investors should
be careful not to overpay. We see such businesses in Europe, Japan and EM.

Participate and prioritize valuations

 We aim to achieve an 
optimum balance between 
quality defensives and 
cyclicals. In defensives, we 
trimmed our view slightly 
through staples, but a  
pullback in health care is 
presenting ideas in 
specialised pharma names. 

 We also selectively like 
quality banks with strong 
franchises, capital buffers. 

 In addition, themes such as 
electrification, green 
transition, expansion of 
data center capacity 
present good opportunities.

European Equities

 Weak nominal growth and 
high valuations is not a 
great combination for 
returns. Hence, we like to 
benefit from the rally but are 
tilted towards quality.

 Defensives outperformed 
cyclicals so far this quarter 
but this could change, 
underpinning our approach 
of identifying defensives 
with reasonable valuations. 
At the other end, we like 
quality materials, industrials 
and banks.

 We favour Value over 
Growth, and stay cautious 
on mega caps. 

US & Global Equities

 China news has been 
overwhelming, and we stick 
to assessing how the 
stimulus could affect 
domestic consumption 
patterns, the real economy 
and other EM exporters 
such as Brazil, Mexico. For 
now, we stay neutral on 
China.

 Elsewhere, we are positive 
on financials in Indonesia, 
and on Brazil despite some 
concerns on fiscal 
environment in the country. 

 At a sector level, we like 
real estate and consumer 
staples.

EM Equities
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Amundi asset class views

Source: Summary of views expressed at the most recent global investment committee held on 25 September 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

 UK government bonds: The potential for interest rate cuts by the Bank of England is underpriced by the 
markets and CPI is also getting less sticky. This makes us positive on UK bonds. Overall on G10 
countries, we are neutral on govies.

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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DEFINITION ABBREVIATIONS
Currency abbreviations: USD – US dollar, BRL – Brazilian real, JPY – Japanese yen, GBP – British pound sterling, EUR – Euro,
CAD – Canadian dollar, SEK – Swedish krona, NOK – Norwegian krone, CHF – Swiss Franc, NZD – New Zealand dollar, AUD –
Australian dollar, CNY – Chinese Renminbi, CLP – Chilean Peso, MXN – Mexican Peso, IDR – Indonesian Rupiah, RUB – Russian
Ruble, ZAR – South African Rand, TRY – Turkish lira, KRW – South Korean Won, THB – Thai Baht, HUF – Hungarian Forint.

IMPORTANT INFORMATION
The MSCI information may only be used for your internal use, may not be reproduced or disseminated in any form and may not be
used as a basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to
constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be
relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis,
forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of
any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or
creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any
warranty of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with
respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct,
indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages.
(www.mscibarra.com). The Global Industry Classification Standard (GICS) SM was developed by and is the exclusive property and a
service mark of Standard & Poor's and MSCI. Neither Standard & Poor's, MSCI nor any other party involved in making or compiling
any GICS classifications makes any express or implied warranties or representations with respect to such standard or classification
(or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy,
completeness, merchantability or fitness for a particular purpose with respect to any of such standard or classification. Without limiting
any of the forgoing, in no event shall Standard & Poor's, MSCI, any of their affiliates or any third party involved in making or compiling
any GICS classification have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost
profits) even if notified of the possibility of such damages.

This document is solely for informational purposes. This document does not constitute an offer to sell, a solicitation of an offer to buy,
or a recommendation of any security or any other product or service. Any securities, products, or services referenced may not be
registered for sale with the relevant authority in your jurisdiction and may not be regulated or supervised by any governmental or
similar authority in your jurisdiction. Any information contained in this document may only be used for your internal use, may not be
reproduced or redisseminated in any form and may not be used as a basis for or a component of any financial instruments or
products or indices. Furthermore, nothing in this document is intended to provide tax, legal, or investment advice. Unless otherwise
stated, all information contained in this document is from Amundi Asset Management S.A.S. and is as of 5 October 2024.
Diversification does not guarantee a profit or protect against a loss. This document is provided on an “as is” basis and the user of this
information assumes the entire risk of any use made of this information. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The views expressed regarding market and
economic trends are those of the author and not necessarily Amundi Asset Management S.A.S. and are subject to change at any
time based on market and other conditions, and there can be no assurance that countries, markets or sectors will perform as
expected. These views should not be relied upon as investment advice, a security recommendation, or as an indication of trading for
any Amundi product. Investment involves risks, including market, political, liquidity and currency risks. Furthermore, in no event shall
Amundi have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits)
or any other damages due to its use. Date of first use: 5 October 2024.
Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of €1,143,615,555 - Portfolio
manager regulated by the AMF under number GP04000036 - Head office: 91-93 boulevard Pasteur, 75015 Paris - France - 437 574
452 RCS Paris - www.amundi.com.

Photo credit: Unya-MT @gettyimages
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In an increasing complex and changing world, investors need to better understand their environment
and the evolution of investment practices in order to define their asset allocation and help construct
their portfolios. This environment spans across economic, financial, geopolitical, societal and
environmental dimensions. To help meet this need, Amundi has created the Amundi Investment
Institute. This independent research platform brings together Amundi’s research, market strategy,
investment themes and asset allocation advisory activities under one umbrella; the Amundi Investment
Institute. Its aim is to produce and disseminate research and Thought Leadership publications which
anticipate and innovate for the benefit of investment teams and clients alike

Discover more of Amundi’s insights at 

www.amundi.com

Visit us on:

Contributors 

BERTINO Claudia, Head 
of Amundi Investment 
Insights & Publishing 

FIOROT Laura, Head of 
Investment Insights & 
Client Division

CARULLA Pol, 
Investment Insights and 
Client Division Specialist

DHINGRA Ujjwal, 
Investment Insights and 
Client Division Specialist

NIALL Paula, Investment 
Insights and Client 
Division Specialist 

PANELLI Francesca, 
Investment Insights and 
Client Division Specialist

http://www.amundi.com/
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://www.amundi.com/institutional/article/artificial-intelligence-revolution-sector-perspectives
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