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Themes for Q4 and beyond for Europe
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Key trends in Europe

Source: Amundi as of 31 October 2021. 

Economic growth is 

sound and should 

peak this year, but 

remain sustained 

during 2022, led by 

reviving consumer 

demand (fuelled by 

pent-up savings) and 

government support 

schemes.

COVID CASES 

EVOLUTION
ONGOING

RECOVERY

The resurgence of 

Covid-19 cases in 

some countries is an 

area for attention, but 

should not lead to new 

generalised lockdowns 

due to

vaccinations which are 

progressing at a strong 

pace.

Global supply 

shortages/bottlenecks, 

the reopening of 

economies and 

surging energy prices 

are causing an inflation 

uptick, affirming our 

view that not all 

components of inflation 

will be ‘temporary’.

Monetary policy should 

stay reasonably 

accommodative, with 

an aim of maintaining 

easy financial 

conditions despite 

indications that the 

ECB’s asset buying is 

changing. We believe 

any such changes will 

depend on the strength 

of recovery.

Fiscal stimulus 

remains ample and the 

implementation of the 

Next Generation EU 

plan will accelerate the 

energy transition and 

the EU transformation.

SURGING 

INFLATION

STILL DOVISH 

ECB

FISCAL 

SUPPORT
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Covid-19 cases are surging but the risk of generalised 
lockdowns is limited 

Source: Amundi elaborations on Bloomberg data as of 1 November 2021.

Daily number of Covid-19 cases in Europe are increasing in some countries, but the region’s vaccinations rates are

high. This should limit hospitalisation and prevent major lockdowns. Continuing progress on this front bodes well for

the economic reopening and subsequent recovery.

Source: Amundi, Bloomberg. Data is as of 1 November 2021.
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Robust Eurozone growth, will peak in 2021 and moderate 
in 2022-23

Within the Eurozone, Germany should underperform the area’s average growth both this year and the next, while

peripheral countries – which experienced a larger growth decline in 2020 – should rebound strongly. However, their

growth remains below pre-crisis levels. While global momentum is slowing, Europe should prove stronger than other

areas.
Source: Amundi Research. Data is as of 10 November 2021. Forecasts are by Amundi

Research.

Document for professional client use only. Not for use with the public.

RECOVERY2

Source: Amundi Research. Data is as of 31 October 2021. The Global Composite

Economic Momentum index (CEMI) is an Amundi proprietary indicator based on four

regional baskets (US, Europe, Japan and EM) and on the following variables: earnings

revisions, 10y interest rates, leading indicators, CPI YoY, PMI surveys, European

Commission Economic Surprise Index and Inflation Surprise Index.

-6

-4

-2

0

2

4

6

J
a

n
-1

8

A
p

r-
1

8

J
u

l-
1

8

O
c
t-

1
8

J
a

n
-1

9

A
p

r-
1

9

J
u

l-
1

9

O
c
t-

1
9

J
a

n
-2

0

A
p

r-
2

0

J
u

l-
2

0

O
c
t-

2
0

J
a

n
-2

1

A
p

r-
2

1

J
u

l-
2

1

O
c
t-

2
1

J
a

n
-2

2

A
p

r-
2

2

J
u

l-
2

2

O
c
t-

2
2

In
d

e
x
 l

e
v

e
l

CEMI index

US Europe Japan GEM Global

5

-2

-1

0

1

2

3

4

5

6

7

8

Eurozone Germany France Italy Spain

Y
o

Y
, 
%

2021-22 GDP forecasts and gaps with pre-
crisis growth

2021 forecast
2022 forecast
Gap from pre-crisis growth as of Q4 2022, %



2.2/2.3

1.7/1.9

Source: Amundi Research. Data is as of 8 November 2021. Forecasts are by Amundi

Research. CPI: consumer price index.

Inflation to remain above 2% in 2022, energy prices are an 

issue for growth, inequality and geopolitics

Source: Amundi, Bloomberg. Data is as of 31 October 2021.
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We see inflation remaining above 2% in 2022, due to some temporary and structural components. Energy prices and

supply bottlenecks could weigh on the recovery. Skyrocketing energy prices highlight the EU’s dependence and the

geopolitical dimensions of this crisis (the role of Russia with the EU).
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Source: Amundi Research as of 8 November 2021. Illustrative map for monetary policies. Central bank stance refers to expected changes on QE or unconventional tools position

throughout 2021 and early 2022.

The ECB remains dovish relative to other CBs

More 

accommodative
Amundi’s projected policy 

stance direction
Less

accommodative
TightStable/

accommodative

CENTRAL BANKS4
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Fiscal response to the Covid-19 crisis in Europe has been two pronged, with national support schemes depending on

of each country’s financial strength. The €750bn NGEU fund is a strong opportunity for the EU to recover from the

crisis, potentially boosting GDP growth through a cocktail of public investment and reform, particularly in the areas of

green investing and digitalisation.

2.2/2.3

1.7/1.9

Source: Amundi Research, IMF as of October 2021.

Fiscal boosters in Europe, a great chance for Italy

Source: Amundi Research, Bruegel Estimates as of May 2021.
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ESG flows go from strength to strength

Document for professional client use only. Not for use with the public.

Source: Amundi, Broadridge Financial Solutions – FundFile, cross-border open-ended ESG funds (passive, money market, and funds of funds are excluded). Data is as of June

2021.

The ESG trend has gained further momentum in 2021, with three-year cumulative net sales of ESG funds totalling

€133bn as of June 2021 compared to only €3bn for non-ESG funds.
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Equities: pricing power and earnings sustainability will be 
key

Source: Amundi as of 31 October 2021.

Equities

Document for professional client use only. Not for use with the public.

Opportunities in companies that aim to improve their 

ESG rating and in themes driving a just energy 

transition

Focus on pricing power

Play rotations

ESG themes 

Interest rates will remain reasonably low but on a rising 

path, favouring equities with less stretched valuations 

such as EU and quality value vs. hyper-growth stocks

Companies that can sustain earnings growth and 

preserve margins despite rising input costs and supply 

shortages should better withstand rising inflation 
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Source: BofA European Fund Manager Survey October 2021. *58% of respondents chose the option “Next year or after that” in the European Fund Manager Survey in September.

Investors remain optimistic towards EU equities

Soft data, such as fund manager surveys, indicate investors’ belief that markets will rally going into next year. As per

the most recent October data, 65% of investors believe that markets will continue to rise next year or after that. This

is an increase from 58% in September.
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Source: Amundi Research, DataStream, as of 22 October 2021. EPS: earnings per

share.

Earnings growth will moderate next year

⎯ Source: Amundi, IBES consensus, DataStream, as of 22 October 2021. EPS

are in local currency and in US dollar for country groups (e.g., EM Asia).

Europe should outperform other regions in terms of expected earnings growth in 2021, with normalisation in 2022-

23. However, given a stabilisation in recovery, supply-chain constraints and rising inflation, investors should explore

companies that can preserve margins.

Equities
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EU equity valuations attractive in relative terms, value 
theme has room to grow 

Equities
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European equity valuations are less expensive than US ones and there is room for quality value to rebound. We

maintain a balanced stance, with a tilt towards normalisation and reopening, and are implementing this view through

quality cyclical stocks in industrials and financials (value).

Source: Amundi Research, Datastream. Data is as of 26 October 2021.Source: Amundi Research, Datastream. Data is as of 26 October 2021.
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Dividends can boost returns amid high inflation

Investors should look for names with a strong track record of rewarding shareholders through dividends and

buybacks, now that companies are emerging from the crisis. This is possible in the case of companies that can

preserve earnings growth.

Source: Amundi, Bloomberg, as of 2 November 2021. Dividend yield refers to the past twelve months.
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Fixed income: upward pressure on yields, opportunities 
in periphery

Source: Amundi, Bloomberg. Data is as of 8 November 2021. Forecasts are by Amundi
Research.

Core yields may rise from current levels as markets realise some inflation components will not be transitory. Hence,

investors should remain active and flexible. Peripheral debt presents opportunities in investors’ search for income, but

political risks should be monitored.

Bonds

Source: Amundi Research, Bloomberg, as of 25 October 2021.
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Credit: still positive for carry, but increase scrutiny

Source: Amundi, Bloomberg. Data as of 1 November 2021. CoCo bond: a contingent
convertible bond is a fixed-income instrument that is convertible into equity if a pre-
specified trigger event occurs.

We see opportunities in IG, subordinated debt and ‘rising stars’ as credit metrics and corporate fundamentals are

improving. HY also offers interesting opportunities to get that extra return which must be balanced with liquidity and

quality. Overall, a selective bottom-up approach with an ESG bias is key to ensuring long-term, sustainable returns.

Bonds

Source: Moody’s, Amundi Research. Data as of 25 October 2021. Forecasts from
September 2021. IG: investment grade. HY: high yield.
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In the search for income, widen the opportunity set in the 
credit continuum, with a strong focus on selection

Source: Amundi, data as of 2 November 2021. Past performance does not prejudge future performance. Mezzanine debt is an estimate based on past deals. Past performance

is no guarantee of future results.

Bonds

EUR market USD market, EUR hedged

A combination of listed and private debt could be attractive in the search for yield for investors with the appropriate

investment horizon and tolerance for lower liquidity.
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Annual EU green bond issuance is likely to exceed that of euro area sovereigns due to the region’s move towards

clean energy. The EU’s first ever green bond offering of €12bn securities, due in 2037, received a thumping

response from the market with subscription requests of €135bn, indicating investor demand. Such instruments are

the first in a line of €250bn worth of planned green bonds to be issued by the EU, given its pledge to move towards

net zero by 2050.

2.2/2.3

1.7/1.9

Source: Amundi, BoFA Global Research, Bloomberg as of 12 October 2021. 2021 issuance is as of end-September.

The EU green imperative
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Key takeaways

Source: Amundi. As of 31 October 2021.

EUROPE

EQUITIES FIXED INCOME

 Continuing economic growth and 

Next Gen EU implementation should

support equities

 Sustainable investment and a 

rotation towards value/quality stocks 

are ways to play European recovery 

 Dividend income will support overall 

returns in times of high inflation 

 Go beyond traditional benchmarks 

to stay flexible and minimise 

duration risk; explore the full credit 

continuum with an emphasis on 

selection and fundamentals.

 Use ESG to broaden the 

investment horizon and 

complement the search for income

 Improvers strategy: identify 

tomorrow’s ESG leaders before ESG 

premium sets in.

 Concentrated strategy with ESG 

focus: invest in fundamentally strong 

companies displaying robust ESG 

characteristics.

 Value: in a rising yields environment, 

invest in value rotation through an 

emphasis on bottom-up selection.

 Social bonds are a way to benefit 

from opportunities arising from the  

financing of social projects without 

compromising on returns.

 Green continuum provides access 

to public and private debt to gain from 

the transition towards green energy.

 Subordinated credit offers 

additional yield to complement 

investors’ search for real returns amid 

high inflation.

KEY THEMES

HOW TO PLAY?
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Indices reference and definitions

Bond Indices (JPMorgan)

Sov. HC HY = JPM EMBI Global Diversified High Yield; Sov. HC = JPM EMBI Global Diversified Composite; Sov. HC IG = JPM EMBI Global Diversified Inv.

Grade; Local FX = JPM GBI-EM Global Diversified FX Return; Local HC = JPM GBI-EM Global Diversified Composite Unhedged USD; Local Euro = JPM GBI-

EM Global Diversified FX Return in EUR; Local Rates = JPM GBI-EM Global Diversified Composite LOC; Corp. HC HY = JPM Corporate Broad EMBI

Diversified High Yield; Corp. HC = JPM Corporate EMBI Broad Diversified Composite; Corp. HC IG = JPM Corporate Broad EMBI Diversified High Grade.

Equity Indices (MSCI)

Argentina = MSCI Argentina Net Total Return; Brazil = MSCI Brazil Net Total Return; China = MSCI China Net Total Return; Czech Republic = MSCI Czech 

Republic Net Total Return; Colombia = MSCI Colombia Net Total Return; Egypt = MSCI Egypt Net Total Return; India = MSCI India Net Total Return; Indonesia = 

MSCI Indonesia Net Total Return; Mexico = MSCI Mexico Net Total Return; Peru = MSCI Peru Net Total Return; Philippines = MSCI Philippines Net Total 

Return; Poland = MSCI Poland Net Total Return; Russia = MSCI Russia Net Total Return; South Africa = MSCI South Africa Net Total Return; South Korea = 

MSCI Korea Net Total Return; Taiwan = MSCI Taiwan Net Total Return; Thailand = MSCI Thailand Net Total Return; Turkey = MSCI Turkey Net Total Return; 

Emerging Markets = MSCI Emerging Net Total Return. 

Yield & Duration Indices

German Govt Bonds = JP Morgan GBI Germany Index; US Govt Bonds = JPMorgan GBI US Index; Euro IG Bonds = Bloomberg Barclays Pan European 

Aggregate Corporate; US IG Bonds = Bloomberg Barclays US Aggregate Credit; Euro HY bonds = Bloomberg Barclays Pan-European High Yield ISMA; US HY 

Bonds = Bloomberg Barclays US Corporate High Yield; EMBI Div = JPMorgan EMBI Global Diversified Blended; CEMBI BD = JPMorgan CEMBI Div Broad 

Composite Blended; CEMBI BD HY = JPMorgan CEMBI Broad Div High Yield; Euro Corp Short Term = Bloomberg Barclays Euro Corporate 1-3Yr; US Corp 

Short Term = Bloomberg Barclays US Corporate 1-3Yr; EMBI Short Term = JPMorgan EMBIG Diversified 1-3Yr. 
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Indices reference and definitions

Definitions

 Basis points: one basis point is a unit of measure equal to one one-hundredth of one percentage point (0.01%).

 Carry: the carry of an asset is the return obtained from holding it.

 CEEMEA: Central and Eastern Europe, Middle East and Africa.

 Correlation: the degree of association between two variables; in finance, it is the degree to which assets or asset class prices have moved

in relation to each other. Correlation is expressed by a correlation coefficient that ranges from -1 (perfectly negative correlated) through 0

(absolutely independent) to 1 (perfectly positive correlated).

 Credit spread: differential between the yield on a credit bond and the Treasury yield. The option-adjusted spread is a measure of the spread

adjusted to take into consideration possible embedded options.

 Diversification: Diversification is a strategy that mixes a variety of investments within a portfolio, in an attempt at limiting exposure to any

single asset or risk.

 Duration: a measure of the sensitivity of the price (the value of principal) of a fixed income investment to a change in interest rates,

expressed as a number of years.

 External vulnerability index: this index is built by aggregating five different indicators that can monitor a country’s dependence on

overseas economies and capital flows.

 FX: FX markets refer to the foreign exchange markets where participants are able to buy and sell currencies.

 Investment grade: Refers to securities issued by an issuer of negotiable debt securities (Treasury bonds...) or bonds for which the Standard

& Poor’s rating is greater than or equal to BBB-. 'Investment grade' bonds are considered by the various rating agencies as having a low risk

of non-repayment.

 High yield: High yield paying bond with a low credit rating due to the high risk of default of the issuer.

 P/E ratio: The price-to-earnings ratio (P/E ratio) is the ratio for valuing a company that measures its current share price relative to its per-

share earnings (EPS).

 Quasi sovereign: companies wholly or partially owned by the government.

 Spread: the difference between two prices or interest rates.

 VIX: the CBOE volatility index. The VIX index is a measure of market expectations of near-term volatility on the S&P 500 (US equity).

 Volatility is a statistical measure of the dispersion of returns for a given security or market index. Usually, the higher the volatility, the

riskier the security/market.
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Disclaimer

The MSCI information 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. 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 warranties 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). In the European Union, this document is only for the attention of “Professional”

investors as defined in Directive 2014/65/EU dated 15 May 2014 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 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 8 November 2021. 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: 12 November 2021.

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of €1,086,262,605 - 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: 

©Sean Gladwell - iStock/Getty Images.
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