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Market risks are increasing, but funding ratios remain 
comfortable 
Most market moves at the end of 2024 have been reversed in early 2025. Pension funds are still enjoying a strong financial position 
on average, but the current environment has become highly unstable.

Market review: From measured optimism to growing 
instability
From the end of October 2024 to mid-March 2025, financial 
markets navigated a complex landscape shaped by geopolitical 
developments, including threats of US tariffs.

In the United States, the S&P 500 rose by 2.4% in the fourth 
quarter, buoyed by a rally in November following the presidential 
election. However, December saw a decline of 2.4%, largely due 
to a hawkish shift from the Federal Reserve that surprised many 
investors. 2025 began positively, but current tariff threats had a 
very strong negative impact on the S&P, losing around 10% from 
mid-February to mid-March. US Treasury yields rose significantly 
during Q4 2024, with the 10-year yield moving from 3.8% to 4.6%. 
This rise reflected expectations of fewer rate cuts in 2025, but 
recent concerns on growth due to tariffs lowered the 10-year 
rate to 4.2% in February.

In Europe, equity markets struggled in Q4 2024, with the MSCI 
Europe index declining by 2.9%. This was followed by a strong 
rally at the beginning of 2025. The European Central Bank (ECB) 
cut its key deposit rate to 2.75% in January 2025, down from 3.0% 
in December, in an effort to stimulate the economy amid signs of 
stagnation. Long interest rates fluctuated during Q4 2024 and 
early 2025, but those rates rose sharply in early March (from 
2.3% to 2.7% for the 10Y Euro swap rate), despite an additional 
ECB rate cut.

Inflation remained a central theme throughout this period. 
In the US, headline inflation rose to 2.6% in December, while core 
inflation remained stable at 3.3%. The Federal Reserve maintained 
its target range for the federal funds rate between 4.25% and 
4.50%, adopting a cautious approach to rate cuts.

Currency markets reflected these dynamics, with the US dollar 
strengthening significantly, gaining 7.6% in the fourth quarter 
against a basket of currencies. In contrast, the euro weakened 
by 7.0% against the dollar. These effects were mostly reversed 
in early March.

Globally, the period from October to mid-March was neutral for 
US equities and positive for European equities, while interest rates 
went down both in the US and EU. These developments were 
very volatile, with a strong differentiation between geographies. 
Political uncertainties suggest that future behaviour of markets 
will likely remain highly volatile.

Impact on pension funds
In the US, funding ratios increased due to both higher yields, 
which lead to a reduction in liability valuations and a strong equity 
market that benefited assets. This trend continued in January, 
but reversed in February.

In Europe, variations in funding ratios where mainly driven by 
interest rates until the end of January, following a reverse pattern 
in the long-term Euro rate, with the additional help of positive 
equity performance.

In the UK, funding ratios were stable from the end of October to 
end of January, with February being negative due to lower yields. 
The full impact from current equity market movements has yet 
to be seen in March.

Benjamin BRUDER
Senior OCIO Advisor,  
Amundi
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WATCH THE REPLAY
The Amundi Pension Fund Club 2025

Pension strategies 2025: adapting to geopolitical volatility  
while focusing on return engines

Our 2025 online pension fund event took place on March 13 2025.

Vincent Mortier, Amundi Group 
CIO, and Anna Rosenberg, Head of 
Geopolitics at the Amundi Investment 
Institute, explored the risks and 
opportunities for pension funds in 
2025 in the context of the current 
market volatility and uncertainty. 

This was followed by a focus on 
two asset classes that can provide 
alternative sources of future growth 
in this ever-changing environment: 
real assets and Asian emerging 
markets. 

Prof. Amin Rajan, CEO of CREATE 
Research, took a retrospective 
look at what has been driving and 
constraining pension allocations 
to these two asset classes, before 
Peter Derendinger, Vice-Chairman 
& CEO, Amundi Alpha Associates, and 
Rajiv Nihalani, Senior Emerging 
Markets Investment Specialist, dug 
into the main opportunities.
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Pension Funding ratios

Sources: - UK data: Purple Book, PPF S179 funded status. - Netherlands data: Dnb - US data: Aon Pension Risk Tracker

Overall, the funding situations across all regions is still very positive. Nevertheless, current geopolitical instabilities lead to higher 
risks not only on equities, but also on interest rates and inflation. Pension funds should therefore make sure that their hedging 
policies concerning the latter two are managed carefully in accordance with the current environment and their risk appetite.

 31/12/2020 31/12/2021 31/12/2022 31/12/2023 31/03/2024 30/06/2024 30/09/2024 31/10/2024 30/11/2024 31/12/2024 31/01/2025 28/02/2025

Netherlands 100.2% 114.3% 115.8% 114.6% 116.7% 120.4% 119.4% 117.3% 115.9% 117.3% 119.1%

UK 95.5% 107.7% 136.5% 142.8% 146.5% 149.4% 148.4% 126.0%* 125.7%* 125.7%* 127.0 %* 126.1%*

US 87.9% 95.5% 98.2% 97.8% 100.2% 100.9% 100.9% 101.2% 102.5% 102.5% 103.5% 102.6%

Watch the Replay

https://players.brightcove.net/2492897063001/BJ9TJhAr_default/index.html?videoId=6370180313112
https://players.brightcove.net/2492897063001/BJ9TJhAr_default/index.html?videoId=6370180313112
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UPSIDE SCENARIO
More disinflation with productivity gains

• �Geopolitical risk subsides.
• �Shifting power dynamic reshapes 

global trade, fostering balanced 
growth and prosperity.

• �Stabilisation of inflation around 
central banks’ targets (and inflation 
expectations remain anchored).

• �Growth enhancing reforms lifting 
mediumterm growth potential.

• �Industrial / trade policies boosting 
investment and activity.

• �From zero to hero: geoengineering, 
globally coordinated policies.
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Source: Amundi Investment Institute as of 20 February 2025. 
DM: developed markets. EM: emerging markets. CB: central banks. USD: US dollar. TIPS: Treasury inflation-protected securities. FX: foreign exchange markets.

DOWNSIDE SCENARIO
Renewed stagflationary pressure

• �Autarchical new alliances challenging 
advanced economy democracies: 
worrying divergences among 
advanced countries.

• �Countries forced to choose between 
US and China. Global trade begins 
to decline.

• �Trade protectionism weakens growth 
outlook. Central banks’ response also 
constrained.

• �Elevated fiscal debt keeps the cost 
of debt high and constrains policy 
space.

• �Lower output and sharp reduction of 
migration into advanced economies 
lowers labour supply and growth.

• �Economic imbalances persist, further 
lowering potential growth (China, 
EU,…).

• �Further policy delays imply more 
adverse climate events, hampering 
economic dynamism.

PROBABILITY 20%
MAIN SCENARIO
Resilient multi-speed growth

• �Rising protectionism.
• �Re-routing of global supply chains.
• �Ukraine-Russia: ongoing fighting.
• �Middle East: talks and conflicts likely.
• �China-US: decline in relations.
• �US-Europe: relations under pressure.

• �Disinflation trend still intact.
• �DM CBs to reach neutral rates in 

2025. Most EM CBs at peak rates.
• �Divergent fiscal policies: US under 

scrutiny; EU consolidating; China 
expansionary.

• �Back to potential growth.
• �Resilient multi-speed growth: 

subdued recovery in Europe, mild US 
deceleration.

• �Growth gap still favours EM.
• �India’s growth potential revised up.

• �Climate change hampers growth and 
exacerbates stagflationary trends.

• �Chinese dominance in critical 
minerals.

PROBABILITY 70%
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10%
Central banks quantitative 

tightening combined 
with structural shift in US 

Treasury buyers

15%

Geopolitical crisis with 
global spill-overs

15%

Market volatility rises 
sharply to reflect higher  

geo-economic uncertainty

20%

Reacceleration of DM 
inflation, due to trade/
geopolitical tensions

2025 Outlook Main and alternative scenarios
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Cross Asset Investment Strategy Amundi asset class views

 Downgrade vs previous month

 Upgraded vs previous month

Equity and global factors

Fixed income & FX

Source: Summary of views expressed at the most recent global investment committee held 19 February 2025, with US duration views updated as of 3 March 2025. 
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.

REGIONS Change 
vs M-1 -- - = + ++

US

Europe

Japan

EM

China

EM ex China

India
Overall

DURATION Change 
vs M-1 -- - = + ++

US

EU

UK

Japan
Overall

EM BONDS Change 
vs M-1 -- - = + ++

China govt.

India govt.

EM HC

EM LC

EM corp.

GLOBAL  
FACTORS

Change 
vs M-1 -- - = + ++

Growth

Value

Small caps

Quality

Low Volatility

Momentum

High Dividend

CREDIT Change 
vs M-1 -- - = + ++

US IG

US HY

EU IG

EU HY
Overall

FX Change 
vs M-1 -- - = + ++

USD

EUR

GBP

JPY

CNY

	– Credit attractive in search for income: corporate fundamentals are robust, with companies enhancing their credit profiles. 
Supportive technical conditions, including higher yields attracting income-seeking investors and limited net supply, bolster 
demand.

In focus this month
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IMPORTANT INFORMATION
Unless otherwise stated, all information contained in this document is from Amundi Asset Management S.A.S. and is as of April 2025. Diversification does 
not guarantee a profit or protect against a loss. 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. This material does not constitute an offer or solicitation to buy or sell any security, fund units or services. 
Investment involves risks, including market, political, liquidity and currency risks. Past performance is not a guarantee or indicative of future results. 
Date of first use: 2 April 2025
Doc ID no. 4369043
Document issued by Amundi Asset Management, “société par actions simplifée”– 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: 
©MDelporte/iStock/GettyImages – Designed by Atelier Art'6.

To go further: The Amundi Research Center

Amundi Investment Institute
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. 

To find out more, please visit: research-center.amundi.com

2025 Responsible Investment ViewsESG and Net zero

Thematic Papers 

Measuring  
Scope 3 Emissions: 
implications & 
challenges for 
investors

#19  January 2025
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Using Factor investing  
to integrate sustainability objectives  
into a “3D” portfolio

1

Integrating sustainability objectives in factor portfolios

The general philosophy of systematic equity investing and Factor investing is based on the idea that sustained long-term 
performance can be achieved through a well-diversified exposure to rewarded equity factors which are expected to 
effectively capture risk premia and optimize the risk budget of a portfolio. 

By structuring investment signals into a disciplined investment process, quantitative portfolio managers are generally less 
susceptible to emotional biases, as they rely on model-driven decisions guided by a systematic approach to portfolio construction.

In that respect, a Multi-Factor process generally consists in combining factors such as Value, Quality, Low Volatility, Momentum, 
Size, with the objective to:

•  Capture long-term excess return i.e., risk premium, provided by each individual factor’s payoff profile;

•  Mitigate risk through the risk-based combination of factors and the diversification they offer due to their different and 
complementary market cycles.

A systematic quantitative equity strategy can be an effective approach to meet various objectives, including ESG, while 
simultaneously achieving return and risk targets.

More precisely, alpha could be generated through a combination of Multi-Factor exposure and a wide spectrum of climate 
and sustainability dimensions. However, sources of alpha, as well as sustainability measures, change over time, making it 
essential to actively monitor and dynamically adjust the portfolio.

We believe that integrating climate and sustainability KPIs to systematic investing techniques could have benefits, considering that:
•  The metrics employed in the sustainability evaluation are diverse: quantitative portfolio managers possess the expertise and 

resources to maximize the insights derived from the data;
•  Carefully constructed Factor-based portfolios can maintain good portfolio diversification and find the right trade-off between 

return, risk and sustainability; 
•  Investors can tailor the trade-off in their portfolio to align with their preferences.

In this paper, we first explain how we integrate climate and sustainability considerations into a systematic equity investment 
process. 

We then explore the potential impact that implementing sustainability criteria into an equity portfolio can have on portfolio 
distortion. Moreover, we explain how portfolio managers can use factors to re-adjust the portfolio balance and how Factor 
investing can define expected return in a consistent and robust way.

Finally, we delve into how a multi-objective function can be defined to efficiently integrate sustainability dimensions – 
such as climate risk mitigation for example – into portfolio construction. 

Based on this methodology, investors can be well equipped to determine the optimal trade-off between expected return, 
risk management and sustainability, and to manage a “3D” equity portfolio accordingly.

From a Factor perspective, the “3D” portfolio is very close to the Multi-Factor portfolio, with a much larger Sustainability 
tilt. This 3D portfolio has a high exposure to sustainability indicators without giving up its expected return, and complying 
with a given Tracking-Error budget.

Authors

Caroline Le Meaux
Head of ESG Research,  
Engagement and Voting 

Bruno Taillardat
Head of Systematic  
and Quantitative Management
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uncertainty regarding Trump’s policies, particularly the economic impact of tariffs, has increased 
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rotation in favour of Europe and China. In bonds, it’s key to maintain an active duration 
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