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 1.   Equities can still offer opportunities in a late phase of the cycle, but little market directionality calls for  
bottom-up selection.

 2.   The key themes to watch in Europe are economic resilience, the soundness of corporate fundamentals, the Euro 
and the interest rate trend.

 3.   In Europe, the most likely framework is one of still-solid growth, without exuberance, hence supportive for equities.

 4.   The evolution of trade issues, barring a real trade war, may open selection opportunities at country/sector/
company levels.

 5.   With European bond yields expected to bottom out, we expect some rebound of value themes, which should 
become a good complement to quality.

 6.   The outlook for corporate earnings is supportive through 2018 and stabilisation in 2019 will take it close to a 
cyclical peak.

 7.   Looking at valuations, Europe looks relatively attractive.

 8.   As the cycle is becoming more mature, we think it is time for investors to focus on quality and value in 
European equities.

 9.   Focus on average quality stocks at a significant discount, high quality ones without paying a premium or hidden 
growth opportunities. 

10.   With a more balanced earnings profile among sectors, stock selection will become more relevant to extract value.
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We believe we have entered a mature stage of the financial cycle amid central bank 
monetary policy normalisation (more advanced in the US) and decelerating economic 
growth globally. Protectionist dynamics are also features of this phase of the cycle, while 
the US fiscal expansion and a capex revival are all forces working to extend it.

The move to a late stage of the cycle is leading to a tightening in liquidity and financial 
conditions and to potentially more frequent episodes of volatility spikes, such as the one 
experienced in February. Market swings in 2018 have been the result of this new, less 
complacent and less directional market, which we expect will continue. 

In 2018, investors have so far been more cautious on European equities. In fact, while 
valuations remain relatively compelling, multiple political risks weigh on the appetite 
for this asset class. In the short term, a series of events will continue to create noise on 
European assets: country-specific political deadlines, the continuation of trade disputes 
at least until the US mid-term elections in November, the starting of the campaign for the 
2019 European parliament elections and the Brexit negotiations. 

With the uncertainty led by this newsflow, we believe that European equities are starting 
to offer pockets of opportunities, especially for stock picking investors. We think 
that 2019 could mark a comeback to this asset class as global investors reassess the 
equity opportunities in the markets, with a stronger focus on the quality of companies, 
diversification of their portfolios and avoiding crowded and overvalued areas. When this 
occurs, we think that a focus on quality companies that are able to deliver sustainable 
earnings growth in the future and that are trading at discount levels will be key to 
exploring market opportunities in Europe.

In our view, the most likely global scenario for the next 12 months is consistent with  
still-above-potential economic growth, but with it probably peaking and being exposed 
to vulnerabilities (protectionism and geopolitical risks). With this backdrop, the outlook 
continues to be positive for earnings globally and in Europe, but with a more balanced 
growth profile among sectors expected for 2019, hence calling for an increased focus on 
stock selection within sectors. Looking at valuations, Europe looks relatively attractive – 
with the price/earnings ratio of MSCI Europe falling well below the 20-year average after 
a volatile first half of the year. 

Key variables to watch in stock picking in Europe will be the currency dynamics and 
the interest rate outlook. On currency, even if fundamentals continue to support the 
appreciation of the Euro on a 12-month basis, significant short-term uncertainties remain 
in place. While the shorter-term volatility in the currency may affect certain names and 
sectors (such as exporters), we see the underlying economic strength outweighing 
any  currency volatility. The interest rate outlook, with the ECB gradually exiting the  
ultra-accommodative monetary policy, could benefit value themes and the financial 
sector, a key sector in Europe. Here selection remains paramount as the sector is 
undergoing a profound transformation driven by increased regulation.

With still significant dispersion among stocks in Europe, investors should consider 
embracing an active bottom-up stock picking approach to identify the companies that 
are better positioned to deliver sustainable earnings growth in this environment. A focus 
on healthy balance sheets and clear and sustainable business models, plus putting in 
place appropriate margins of safety1 while focusing on attractive valuations, will be key 
to investing in European equity markets going forward.

“In a maturing phase 
of the cycle, we think 
that a focus on quality 
companies that are able 
to deliver sustainable 
earnings growth in the 
future and that are 
trading at discount 
levels, will be key to 
exploring the most 
compelling opportunities 
in European markets.”

Vincent 
MORTIER
Deputy Chief 
Investment Officer

1Margin of safety is a principle of investing in which an investor only purchases securities when the market price is significantly 
below its intrinsic value. This difference allows an investment to be made with potentially lower downside risk.
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RETHINKING FIXED INCOME INVESTING
The era of easy money is coming to an end

Source: Amundi Research, Datastream, Bloomberg. Data as of 4 September 2018. *12 Months trailing profit margin (%) US = S&P500 index, Europe = MSCI Europe (data at 31 August of 
each year).
Date of First Use: 10 September 2018. Devised by: Claudia Bertino and Laura Fiorot, Amundi Investment Insights Unit.
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EUROPEAN EQUITY MARKETS
Four drivers to watch for in this market phase
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For Europe, we expect 
economic growth to 
decelerate from the peak in 
2017, but still to be sound in 
2018 and 2019.

Short-term volatility in 
the Euro may impact 
certain companies 
(i.e., exporters). Economic 
resilience should outweigh 
Euro swings.

The corporate earnings 
outlook continues to be 
positive and Europe closed 
most of the profitability 
gap with the US.

With bond yields expected 
to bottom out, we could 
see some rebound of value 
themes, which should 
become a good  
complement to quality.

In the past raising 
interest rates 
have been the 
compass…

...for a rotation 
from growth to 
value themes
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EUROPEAN EQUITY
Value and quality to navigate the new market phase

A number of factors point to a late cycle phase. In a late cycle, with decelerating 
economic growth and tightening financial conditions, we can see an increasing 
focus towards quality and value.

Source: Amundi, Bloomberg. Data as of 4 September 2018. 
Date of First Use: 10 September 2018. Devised by: Claudia Bertino and Laura Fiorot, Amundi Investment Insights Unit. 

A new market phase

A balanced 
approach with 

focus on margin 
of safety

As the cycle 
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a balance between 

cyclical and defensive 
themes, looking 
for companies 

with market price 
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What is driving the transition is primarily the Fed hiking cycle, which started in December 
2015. Historically there is a two-year lag between the Fed hiking rates and an increase in 
volatility, and the market is now starting to perceive the liquidity tightening. 
The effect is currently emphasised by the simultaneous process of the Fed balance 
sheet reduction in the US and also by the approaching end of quantitative easing2 in the 
Euro area. Even if these effects should be tamed by the persistence of central banks’ 
gradual approaches, and by their very cautious communication stances, the decrease in 
liquidity is contributing to the wider market swings. 
Moving ahead, investors will continue to look for opportunities in global equity 
markets, but with a more prudent approach as geopolitical and trade disputes further 
add uncertainty. This is particularly true for Europe, where multiple upcoming events 
(country-specific political deadlines, campaign for 2019 European parliament elections, 
Brexit negotiations) will to be at the forefront of investor concerns. 

In the next phase, we believe the market will become increasingly selective towards 
company stories and sensitive to specific themes and drivers. In this respect, four factors, 
in our view, will be critical to assessing the potential of the market: 
 ❚ The evolution of the economic backdrop; 
 ❚ The soundness of corporate fundamentals; 
 ❚ Euro currency dynamics;  
 ❚ Interest rate and bond yield outlooks.

All these elements will affect the ability of companies to deliver sustainable earnings 
growth, which will be the leading driver of performance for European equity investors 
going forward.

“The four key drivers 
of the market will be: 
the evolution of the 
economic backdrop, the 
soundness of corporate 
fundamentals, Euro 
currency dynamics 
and the interest rate 
outlook.”

Four drivers to watch in this new 
market phase 
Financial markets are moving towards a more advanced phase of the cycle, characterised 
by potentially higher levels of volatility than those that prevail during an asset reflation 
phase, commodity prices trending higher, less appealing high yield markets and a 
rotation towards quality in global equity markets.

“In a late cycle, 
with decelerating 
economic growth and 
tightening financial 
conditions, we can see 
an increasing focus 
on quality in equity 
investing.”

Figure 1: In a mature phase of the cycle, it is time to focus on quality 
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2Quantitative easing (QE) is a type of monetary policy used by central banks to stimulate the economy by buying financial assets 
from commercial banks and other financial institutions.
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1. Market adjusting to a peaking economic outlook
The economic backdrop for corporate businesses is still supportive, even though the 
European economy looks likely to have approached its growth peak. There has been 
a notable decline in the survey data (business confidence indicators, PMIs3) in the first 
half of the year. Growth expectations were too high in 2017, and the market has adjusted 
towards a still benign scenario, in which most of the growth acceleration is behind us. 
This is mirrored in the sharp deterioration of the economic surprise index in the first part 
of the year, which, however, has started to turn around in Q3.

“Growth expectations 
were too high in 2017 
and the market has 
adjusted towards a 
still benign scenario, 
without exuberance, 
where positive surprises 
are needed to lift the 
market beyond what 
is currently priced in 
(earnings growth at 
about 8% in 2018).”

3Purchasing managers’ indices (PMI) are economic indicators derived from monthly surveys of private sector companies. 
A reading above 50 indicates an improvement, while a reading below 50 indicates a decline.

While we expect growth to decelerate gradually from the 2017 peak, GDP growth 
would still remain above its potential. The Eurozone continues to enjoy strong domestic 
demand prospects. In addition to less restrictive fiscal policies and the supportive 
external environment (barring an escalation in trade disputes), the recent mild increase in 
wages – for instance in Germany – should support both purchasing power and domestic 
consumption. The solid demand and the positive earnings outlook should continue to 
sustain corporate capital expenditure, in a virtuous cycle for productivity and corporate 
earnings, which can be deployed with a medium-term perspective. Alternative scenarios 
to this central case could clearly emerge, and have to be carefully monitored. 

The most significant risk at the moment is related to protectionism and the escalation 
of trade disputes. Word trade has so far been resilient, but the threat of a trade war 
weighs on the Eurozone, which is particularly exposed (the Euro area, for example, 
has a higher share of exports to GDP compared with the US, an increase on US tariffs 
on cars imported from Europe would have very uneven consequences on Eurozone 
countries, with Germany being the hardest hit). An oil price rally could also negatively 
affect growth, especially in Europe. 
In contrast, a positive catalyst could come from progress towards the completion of the 
banking union and of the capital market union, which could considerably strengthen 
Europe economically, politically and financially. This could be a potential game-changer 
for a structural raise of confidence towards the European equity market. At this point, 
we believe that the probability that this will happen in the short term is still low. The 
most likely framework is one of still-sound growth, without exuberance, where positive 
surprises (i.e. further fiscal accommodation) are needed to lift the market beyond what 
is currently priced in (earnings growth at almost 8.5% in 2018, IBES estimate). 

Figure 2: Citi Economic Surprise Index - Eurozone
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Source: Amundi, Bloomberg, Citi. Data as of 4 September 2018. The Citi Economic Surprise Indices measure data surprises relative to 
market expectations. A positive reading means that data releases have been stronger than expected and a negative reading means 
that data releases have been worse than expected.

In
de

x L
ev

el



8  

INVESTMENT INSIGHTS BLUE PAPER | FALL 2018

2. Sound corporate fundamentals and supportive valuations
As seen above, following a year of sound growth, the outlook continues to be positive 
for corporate earnings through 2018, with stabilisation in 2019 taking them close to the 
cyclical peak. 

“The outlook continues 
to be positive for 
corporate earnings 
through 2018, with 
stabilisation in 2019 
taking them close to the 
cyclical peak.”

We also acknowledge the progress being made in corporate deleveraging. During the 
financial crisis, European corporates were particularly active in terms of cost reduction, 
and in reducing financial leverage quite aggressively. These steps were important, as 
companies made significant efficiency gains, and this has ultimately placed them in a 
very strong position to benefit from the current supportive economic backdrop, and to 
leave space for re-leveraging in more attractive conditions. 

4Operating income = earnings before interest and taxes.

Figure 3: European EPS trend and forecast for 2018 and 2019
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Figure 4: European profitability catch up: trailing 12 months profit margins
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“European companies 
are closing the 
profitability gap 
with the US, thanks 
to strong corporate 
revenues.”

Top line growth remains strong as corporate revenues are benefiting from external 
growth: for example, more than a quarter of European revenues are directed to emerging 
markets (EM), so as long as the demand in EM is not put into question, it is proving 
advantageous for European corporates. This could further support margin expansion 
in the Eurozone due to the multiplier effect of the operating leverage (the sensitivity of 
operating income4 to sales growth). 
In fact, as the Eurozone has a relatively high portion of fixed costs, mainly associated 
to labour, Euro companies tend to have a higher operating leverage compared with US 
and EM companies. This is helping European market profitability close the gap with the 
US market.
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European banks also made progress in consolidating their balance sheets, in reducing 
non-performing loans, in strengthening their capital bases, and in adhering to the 
regulatory and supervision requirements. In the case of banks, identifying those 
more exposed to domestic growth, and with healthy balance sheets and limited  
non-performing loans, will be crucial to benefiting from the new phase of the market.

“Lower vulnerability in 
the banking sector is 
also supportive for the 
European market.”

*Standard deviation is a statistical measure of historical volatility of a portfolio; a lower standard deviation indicates historically 
less volatility.

On valuations, Europe looks attractive, with the price/earnings ratio of MSCI Europe 
falling below the 20-year average after a volatile first half of the year, and compelling 
valuation metrics compared with the global equity market. With equities remaining a 
favourable asset class despite lower returns, in a late phase of the cycle, investors will 
likely start looking more carefully at further diversifying their allocation and valuations 
will be a key factor to watch.

“The European market 
looks relatively 
attractive, with the 
price/earnings ratio 
of MSCI Europe falling 
below the 20-year 
average.”

Figure 5: European banking sector shows lower vulnerability
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Figure 6: Supportive valuation framework
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In addition, another positive driver for the market could come from a resurgence of 
M&A activity and corporate buy-backs within the region. Global M&A has accelerated, 
driven by US activity, but Europe has lagged behind, and M&A volume in 2017 was 
around half the pre-crisis level. The improved growth in Europe creates a fertile ground 
for M&A for companies with strong balance sheets and high cash levels, should the 
political landscape become more stable and volatility not be too high. In this context, 
M&A activity is expected to moderately increase in the next 12 months, with a positive 
impact on value creation. As corporations focus on core business activities and carve 
out non-core but profitable assets, foreign (and domestic) buyers will have, we believe, 
a larger pool of attractive acquisition targets in Europe. 

3. Euro: headwind or tailwind?
The Euro strengthened last year until March 2018, and retraced significantly afterwards. 
In trade-weighted terms, the Euro is now slightly weaker since the start of the year. In 
recent months, the depreciation of the Euro and the strength of the dollar has come from 
a combination of technical (a massive short in USD from investors) and fundamental 
factors, in particular from both central bank asynchronies and growth differentials, also 
considering the soft patch that Europe experienced in the past months. 
In the medium term, structural factors (current account deterioration and expansionary 
fiscal policy) and the unpredictable policy of the US could, in our view, be a drag on the 
USD in the absence of a global economic slowdown, but in the short to medium-term 
we could see the dollar strength persist. 

How are these FX swings affecting the equity market? 
It is important to identify the drivers of the currency movements: last year the currency 
strength was largely a result of the improved fundamental picture, so in our opinion it 
should not be seen as overly detrimental. On the other hand, a weakness of the Euro 
driven by a lack of confidence or geopolitical risk could be more dangerous for the 
market, even if exporters could benefit in the short term. Our view remains that, while 
the shorter-term volatility in the currency may impact certain names and sectors (such 
as exporters), we see the underlying economic strength outweighing any currency 
volatility. Selection will continue to be key, in our view, to assessing the potential currency 
impacts in the shorter term, both on the cost and revenue base of a given company, in 
order to mitigate risk due to potential currency appreciation.

4. Interest rate outlook will be key for value theme
Besides currency movements, the interest rate outlook could also affect European 
equity market. Rising interest rate dynamics are generally negative for stock prices, as 
future earnings are discounted at higher interest rates. This is particularly true for bond-
like sectors (real estate, telecom, utilities) that are more vulnerable to the rise in interest 
rates. Overall, we see most of the US hiking cycle behind us and no major pressure for 

“Shorter-term volatility 
in the currency may 
impact certain names 
and sectors (such as 
exporters), but we see 
the underlying economic 
strength outweighing 
currency volatility.”

Figure 7: Euro currency movements
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significantly higher rates in Europe. However, with the European Central Bank gradually 
exiting ultra-accommodative monetary policy, we expect some support for value themes 
in Europe, thus reverting the recent weak trend.

The movements of the yield curve will be also a relevant factor to watch. If medium- to 
long-term interest rates rise more than short-term rates, the banking sector, to which 
the European index is heavily exposed, will help to “hedge” as it typically benefits from 
the steepening of the yield curve. Banks’ profits depend on the net interest margin. The 
maturity of the asset side (loans) is generally longer than that of the liability side (debt/
deposits), so banks will be able to boost the interest income without facing the same 
increase in funding costs.

“Yield curve steepening 
could benefit the 
financial sector.”

Figure 8: Europe value to benefit from bond yields bottoming out
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Figure 9: Financials and the yield curve
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However, we are aware that the financial sector globally, and especially within the 
Eurozone, is being impacted heavily by the more stringent regulatory measures 
implemented following the financial crisis. As such, we believe that investors should be 
selective and focus on companies with adequate capital reserves on the balance sheet, 
and that are operating in compelling underlying markets. 
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We believe that investors should play value and quality themes by paying significantly less 
for a business than it is worth, by buying average quality assets at a significant discount 
or high quality assets without paying a premium, or by seeking underappreciated growth 
opportunities. A combination of these key characteristics with intrinsic cheapness will 
be key to investing in the European equity market going forward.

Balance cyclical and defensive exposure with a focus on margin 
of safety
On rotation, we note that after a long period of outperformance of cyclical factors, 
the return of volatility at the beginning of the year has started to have an impact on 
the cyclicals/defensives ratio. Although the first down leg of the market (from January 
to mid-February) was still favourable for cyclical stocks in relative terms, the second 
down leg (in March) enabled defensive stocks to outperform, and the move has been 
prolonged since then. The direction of interest rates in fact acted as a barometer; their 
rise accompanied, or even caused, the first downwards movement of equities. During 
the second down leg, they declined due to fears linked to the impact of protectionism 
on economic growth. 
While the cycle is getting mature, it would be appropriate for investors to balance the 
cyclical and defensive exposure.

“While the cycle is 
getting mature, it would 
be appropriate for 
investors to balance the 
cyclical and defensive 
exposure.” 

Value and quality to navigate the new 
market phase
Moving towards a late phase of the cycle, we believe investors should carefully position 
their European equity allocation, with a preference for quality and value themes and 
balancing cyclical and defensive allocation, so they are able to explore the still-positive 
phase of the cycle but with a more conservative approach. Bottom-up security selection 
will also be key in the search for the most compelling opportunities within each sector.

Focus on value and quality to seek most sustainable business
We consider it crucial to combine value with quality. This means investing in solid 
companies that have strong earnings power, healthy balance sheets and sustainable cash 
flow. In a world of increasing disruption across sectors, driven by innovation, regulation 
and trade disputes, it is also important to carefully assess the sustainability of each 
business model (avoiding companies with excessive financial leverage, which would 
be more fragile with interest rates trending higher, or companies with too aggressive 
management or exposed to disruption that could erode the earnings power).

“We think it is time for 
investors to combine 
value and quality in 
their European equity 
allocation, with a strong 
focus on bottom-up 
security selection.” 

Figure 10: Value and quality in a nutshell

Source: Amundi.
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In fact, it seems premature to be anticipating the end of the cycle at this stage. Corporate 
margins in Europe are still on the rise. And it should be possible for German long rates to 
increase towards 0.6% by mid-2019. The trigger for a clear turnaround in favour of a full 
rotation towards defensive stocks should certainly be sought in interest rates, when they 
hit a ceiling or even start declining again, on a global basis. That’s why, in our view, it may 
be a good idea to keep a balanced approach between cyclical and defensive.

5Alpha: the additional return above the expected return of the beta adjusted return of the market; a positive alpha suggests risk-
adjusted value added by the money manager versus the index.

Figure 11: MSCI Index cyclical vs defensive
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Source: Amundi Research, Datastream. Data as of 7 Septtember 2018. A reading above (below) 100 indicates a higher (lower) performance 
of MSCI Cyclicals vs MSCI Defensives.
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Explore bottom-up opportunities within sectors
Moving ahead, we anticipate that earnings growth will continue to be the key performance 
driver, particularly as the earnings profile across sectors is set to change compared with 
the last year and a half, making bottom-up selection even more relevant to generating 
alpha5 in this new market phase. In fact, while in 2017, energy, materials and consumer 
discretionary (which represent 26% of the MSCI Europe index), made up 66% of earnings 
growth, for 2018 and 2019 we expect a normalisation of the contributions of different 
sectors. Banks and insurance should shine, energy should remain strong in 2018 but 
decelerate in 2019, and materials and consumer discretionary should start normalising. 

“With a more balanced 
earnings profile, stock 
selection within the 
sectors could become 
more relevant to exploit 
the most compelling 
opportunities in terms 
of earnings growth.”

Figure 12: European Sector EPS growth more balanced in 2018 and 2019
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Source: Datastream, Amundi. Data as at 31 August 2018. Data refers to MSCI Europe Index, consensus.
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At sector levels, multiple themes are at play and will need to be carefully assessed in 
selecting the most valuable companies within each sector.

Table 1: Key themes to watch in European equity sectors

Sector Key themes for bottom-up selection

Energy The sector as a whole can act as a good hedge for geopolitical risk 
given its sensitivity to the oil price. In general, companies have become 
much more disciplined in terms of expenditure in recent years. As 
a result, they have lowered their free cash flow breakeven point 
and improved cashflow. Focus on companies with good production 
opportunities and strong capital discipline.

Industrials Very varied sector, with some interesting late cycle opportunities, 
particularly in capital goods. The focus here should be on the 
idiosyncratic stories seeking attractive valuation opportunities. 

Consumers The big story in this sector is autos, which are trading at all-time 
low valuations. Regulatory headwinds and trade war threats have 
weighed on sentiment. Pockets of interest can be found in some of 
the component makers which make parts for all cars, irrespective of 
whether they are traditional internal combustion or electric.

Health care This sector is facing headwinds from both US pricing pressure from 
generic competition and regulation. Areas of interest lie in names 
with exposure to the faster growth underlying markets, for example, 
oncology, obesity and diabetes. It is important to focus on companies 
which are not overly exposed to the threats, and that are offering 
reasonable valuations. 

Financials A sector with a lot of macro drivers (interest rates, yield curve 
steepness, geopolitics). Focus on the higher quality names with a 
preference for retail banking business models versus investment banks 
as we see the regulatory risk as being lower. Areas of interest in those 
companies with healthy balance sheets, strong capital and a robust 
return on equity.

Information technology This sector has been the darling of the market in recent months as a 
combination of top line growth, margin expansion and EPS delivery has 
been very well received. An interesting sector in that it was once very 
cyclical, but given that IT now plays such a key role in many industries, 
it has become a more diversified area. Focus on names with reasonable 
valuations, decent growth profiles and good diversification. 

Utilities The sector typically acts as a bond proxy. It is an area of the market 
where it is difficult to find a lot of attractive investment cases at this 
point. The debate is always centred on regulated versus unregulated 
business models. A preference should generally be given for the 
regulated part of the sector. On the positive side, regulation in 
certain areas (Spain, for example), has become easier. However, some 
companies are exposed to EM, which has been volatile. We believe 
investors should approach this sector with cautiousness.

Source: Amundi, as at 7 September 2018.

At the overall market level, we still see significant dispersion among stocks in Europe. 
Investors should consider embracing an active bottom-up stock picking approach to 
identifying the companies that are better positioned to deliver sustainable earnings 
growth in this new market phase.

Figure 13: Price/book dispersion in European equities
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“High dispersion among 
stocks will give a fertile 
ground for stock picking 
in European equities.”
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Important Information
Unless otherwise stated, all information contained in this document is from Amundi 
Asset Management and is as of 7 September 2018. 

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). 

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.

Diversification does not guarantee a profit or protect against a loss.

The views expressed regarding market and economic trends are those of the authors 
and not necessarily Amundi Asset Management, and are subject to change at any time 
based on market and other conditions and there can be no assurances that countries, 
markets or sectors will perform as expected. These views should not be relied upon 
as investment advice, as securities recommendations, or as an indication of trading on 
behalf of any Amundi Asset Management product. There is no guarantee that market 
forecasts discussed will be realized or that these trends will continue. Investments involve 
certain risks, including political and currency risks. Investment return and principal value 
may go down as well as up and could result in the loss of all capital invested. 

This material does not constitute an offer to buy or a solicitation to sell any units of any 
investment fund or any service.

All investments involve risks. You should consider your financial needs, goals, and risk 
tolerance before making any investment decisions.

Date of First Use: 10 September 2018.

Definitions
Growth investment style 
aims at investing in the 
growth potential of a 
company. It is defined by 
five variables: 1. long-term 
forward EPS growth rate; 
2. short-term forward EPS 
growth rate; 3. current 
internal growth rate; 4. 
long-term historical EPS 
growth trend; and 5. 
long-term historical sales 
per share growth trend. 
Sectors with a dominance 
of growth style: materials, 
industrials, consumer 
discretionary, staples, 
healthcare, IT.

Value style means 
purchasing stocks at 
relatively low prices, as 
indicated by low price-to-
earnings, price-to-book, 
and price-to-sales ratios, 
and high dividend yields. 
Sectors with dominance 
of value style: energy, 
financials, telecom, 
utilities, real estate.

Quality investing aims to 
capture the performance 
of quality growth stocks 
by identifying stocks with: 
1. high return on equity 
(ROE); 2. stable year-over-
year earnings growth; and 
3. low financial leverage.
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