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UNITED STATES

> Major uncertainty
Extension of the growth cycle against a backdrop of major political uncertainty
> On the heels of a rebound in the second half of 2016, indicators for Q1 2017 (particularly the ISM surrounding the new
Manufacturing Index) point to a highly favourable business climate. Job creation is continuing at a administration’s decisions
steady pace and wages are on a modest upward trend. For now, core inflation (excluding energy > Growth potential stunted
and food) remains under control.
for the foreseeable future
> D
 espite high expectations, it is still difficult to predict exactly what economic policies Donald ("secular stagnation")
Trump will be able to implement. In a great number of areas approval by Congress is far from > Erosion of corporate
assured.
margins
> It is likely that consensus will at least be reached on tax cuts and deregulation (particularly on
finance, the environment and healthcare), which will have a stimulative impact on the economy
that will be more apparent in 2018 than 2017. With regard to the nature and scale of potential
protectionary measures, uncertainty is very high.

BrAZil

> I n terms of macroeconomic data, Q4 GDP came out at -2.5% yoy, compared to -2.9% in Q3. The > Sharply appreciation of
two major factors behind this drop in GDP were investment (-5.4% yoy) and consumer spending the Brazilian real
(-2.9% yoy). Brazil posted yet another major recession in 2016 at -3.4%.
> Easing of fiscal policy
> Inflation slowed considerably and the BCB began a cycle of monetary policy easing which, in
light of the weakness of cyclical indicators.

EUROPE
EUROZONE

> Political risk (packed
Slight deceleration, impacted by the erosion of temporary factors and political risk
> O n the heels of strong performance in Q4 2016 (GDP up 0.4% from Q3), indicators for the election calendar, rise of
beginning of 2017 proved better than anticipated, reaching levels not seen for several years. anti-establishment parties,
However, the European economic cycle, which is behind that of the United States, is not yet at Brexit)
the point where it could generate inflationary pressure. For now, core inflation remains stable > Contagion of the emerging
at just below 1% a year.
world’s economic and/or
> T he main risks to the continued recovery are attributable to political uncertainty, the top financial hardships
concerns being the French electoral cycle (presidential and legislative elections between > Rise in geopolitical risk
April and June) and the still-precarious situation in Italy, with both countries seeing mounting
Euroscepticism. Issues surrounding Brexit could also have an adverse effect in the coming
months.

UNITED KINGDOM

The economic situation is holding up better than expected. However, political uncertainty > Shock of uncertainty
related to Brexit
will be a factor in 2017
> T he lack of visibility over the future shape of economic relations with the EU will ultimately have > Public and foreign deficits
an adverse effect on the economy. However, for now, business indicators are positive.
still very high
> Private investment (corporate, real estate) and consumer spending will feel the effect of rising
inflation from the depreciation of the pound and the uncertainty surrounding future prospects.
In a notable development, the government decided not to spend the surplus from tax revenues
after higher-than-expected growth in 2016-2017. A moderately expansionary fiscal stance will
be adopted in 2017-2018 (compared to the two previous years), and the government has some
leeway to loosen its policy if needed.

ASIA
ChinA

> Contribution to global
China: a stabilising impact on the global economy and currencies in 2017 and likely in
economic and currencies
2018 as well
stabilisation in 2017 and
> We believe China’s economic stabilisation will continue throughout 2017 and into 2018.
> T he reasons for China’s economic stabilisation are both bottom-up and top-down. Both private likely in 2018 as well
capital expenditure and public spending are experiencing expansion cycles, and are proving to > A longer global cycle is
taking shape through the
be much bigger than the market had anticipated.
> T he longer-than-expected stabilisation of China’s economy (2016 to 2018) is giving rise to a global stabilisation of China’s
economy from 2016 to 2018
upturn, clearly benefitting global cyclical sectors, commodities and the emerging markets

INDIA

> India’s growth is
India: a steady growth driver for Asia in 2017 in spite of demonetisation
> T he slowdown in discretionary spending, auto sales and winter crop sowing was less severe positioned to be steady
post-demonetisation
than expected post-demonetisation. However, it was more evident in the construction sector.
> O ur baseline scenario points to a prolonged moderation of inflation in 2017. We believe that the > Prolonged moderation of
inflation
demonetisation measures will have only a temporary impact on growth and inflation.
> T he major issues of contention surrounding the GST have been sorted out, and the GST is likely
to be implemented in July 2017.

JAPAN

> Exposure to Chinese
The recovery is continuing, with growth above potential.
> The economy is showing signs of acceleration in terms of domestic demand (investment). slowdown
Unemployment is at a 20-year low, wages (part time) are rising and profits are improving. The > Negative interest rate
fiscal stimulus plan and the tax cut on corporate earnings are major supporting factors. Externally, policy
the stabilisation in China is having a positive effect.

Document for the exclusive attention of professional clients, investment services providers and any other professional of the financial industry

18

#03
March 2017

Recent publications

Amundi Research
Center
Top-down

Asset Allocation

Bottom-up

Corporate Bonds
Fixed Income

Working Papers
Portfolio optimisation in an uncertain world
Marielle de jong — Quantitative Research

T he Reactive Covariance Model and its implications in asset allocation
Eduardo Abi Jaber — Quantitative Analyst – ENSAE ParisTech — Dave Benichou,
Portfolio Manager, Hassan Malongo — Quantitative Research

O n the stationarity of dynamic conditional correlation models
Jean-David Fermanian — Professor of Finance & Statistics, CREST/ENSAE
— Hassan Malongo — Quantitative Research

Discussion Papers Series
Cycles and asset allocation: key investment decisions
Éric Mijot — Strategy and Economic Research

Human rights and businesses:
How can one assess the corporate responsibility to protect human rights?

OK
conferen
a video, a
an article,
Search for

ce…

er

arch Cent

Amundi Rese

Marie Navarre, Arnaud Peythieu — ESG Analysis

HEADLINES

exchan ge
modifie s its
this have?
e centra l bank
The Chines What effects will
l
rate policy…
nt structura

impleme has major
needs to
that Chinacapital account. This to…
its
appears
been aware
first step
liberalise
We have long
policy. A
wants to
TS
economi c
reforms, and
MY DOCUMEN
ADD TO
nces for its
conseque
MORE
u READ

THOUGHT

%

Talk
4 - Expert

mics,
Japan – Abeno
by unexp ected
challe nged
was filled
pheno mena
in Japan
the

4 - Thought

March,
On the 6thnomic projection s.
macroeco

of
11, ever ywherefor the victims three
On March
sympathy e and tsunami
with renewed
who offered
ented earthquak
unpreced Prime Minister Abe,centre of Tokyo,
years ago. their souls at the unbearab le
output…
prayers for uncomfor table with
industrial
might feel weakness . While
economic
MY DOCUMEN
ADD TO

talk
- Expert

4
in
: What' s next
Real Estatean marke ts?
in 2H13…
the Europe
improving

11.03.201

of the Day

n projec tions
ECB inflatio the ECB published its new

11.03.201

14.03.201

 oal extraction and mining:
C
Sector exclusion or greater selectivity?

D

MOST REA

OF THE DAY

1.5

EXPERT TALK

the end
onomic indicators
news since
Macro-ec
tion of good widespre ad
The accumula
2013 confirms
onomic climate.
of summerent in the macro-ec
improvem

MY DOCUMEN
ADD TO
MY DOCUMEN
ADD TO

TS

TS
u ALL ARTICLES

TS

Catherine CROZAT, ESG Analysis

 he emergence of the renminbi as an international currency:
T
where do we stand now?
BASTIEN DRUT, mO JI — Research, Strategy and Analysis, Philippe ITHURBIDE — Global Head of
Research, Strategy and Analysis, Éric TAZÉ-BERNARD — Chief Allocation Advisor

Endocrine disruptors in ESG Analysis

Foreign Exchange
Money Markets

Equities

Navarre Marie, Renard Aurélie — ESG Analysis

I ORP2: A New Regulatory Framework for Pensions

Ling-Ni BOON, Marie BRIÈRE — Research, Strategy and Analysis

Special Focus

Find out more about
Amundi research team

B anks: the weak link in the European recovery

research-center.amundi.com

KARINE HERVÉ, gwendoline ibre — Strategy and Economic Research

Monetary Policies

Forecasts

Investment Strategies
Quant

Emerging Markets

Sovereign Bonds

Private Equity

Real Estate High Yield

VALENTINE AINOUZ — Strategy and Economic Research, YASMINE DE BRAY — Financial Analysis

 outh Africa:
S
is the political climate responsible for the growth decline?

Contributors
Editor
–P
 hilippe Ithurbide
Head of Research, Strategy and Analysis – Paris

Deputy-Editors
–D
 idier Borowski – Paris, Richard Butler – Paris, Éric Mijot – Paris,
MO JI – Hong Kong, Stéphane Taillepied – Paris

Support
–P
 ia Berger
Research, Strategy and Analysis – Paris
– Benoit Poncet
Research, Strategy and Analysis – Paris

DISCLAIMER
Chief editor: Pascal Blanqué
Editor: Philippe Ithurbide
In the European Union, this document is only for the attention of “Professional” investors as defined in Directive 2004/39/EC dated 21 April 2004 on markets in financial
instruments (“MIFID”), to investment services providers and any other professional of the financial industry, and as the case may be in each local regulations and, as
far as the offering in Switzerland is concerned, a “Qualified Investor” within the meaning of the provisions of the Swiss Collective Investment Schemes Act of 23 June
2006 (CISA), the Swiss Collective Investment Schemes Ordinance of 22 November 2006 (CISO) and the FINMA’s Circular 08/8 on Public Advertising under the Collective
Investment Schemes legislation of 20 November 2008. In no event may this material be distributed in the European Union to non “Professional” investors as defined in
the MIFID or in each local regulation, or in Switzerland to investors who do not comply with the definition of “qualified investors” as defined in the applicable legislation
and regulation. 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.
This document neither constitutes an offer to buy nor a solicitation to sell a product, and shall not be considered as an unlawful solicitation or an investment advice.
Amundi accepts no liability whatsoever, whether direct or indirect, that may arise from the use of information contained in this material. Amundi can in no way be held
responsible for any decision or investment made on the basis of information contained in this material. The information contained in this document is disclosed to you on
a confidential basis and shall not be copied, reproduced, modified, translated or distributed without the prior written approval of Amundi, to any third person or entity in
any country or jurisdiction which would subject Amundi or any of “the Funds”, to any registration requirements within these jurisdictions or where it might be considered
as unlawful. Accordingly, this material is for distribution solely in jurisdictions where permitted and to persons who may receive it without breaching applicable legal or
regulatory requirements.
The information contained in this document is deemed accurate as at the date of publication set out on the first page of this document. Data, opinions and estimates
may be changed without notice.
You have the right to receive information about the personal information we hold on you. You can obtain a copy of the information we hold on you by sending an email
to info@amundi.com. If you are concerned that any of the information we hold on you is incorrect, please contact us at info@amundi.com
Document issued by Amundi, a société anonyme with a share capital of €746,262,615 - Portfolio manager regulated by the AMF under number GP04000036 – Head
office: 90 boulevard Pasteur – 75015 Paris – France – 437 574 452 RCS Paris www.amundi.com
Photo credit: iStock by Getty Images - mfhiatt / batdelfuego99 / alblec
Document for the exclusive attention of professional clients, investment services providers and any other professional of the financial industry

