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FIGURE 1: Private markets views for H1 2025

Against a backdrop of mildly decelerating economic growth, weakening domestic demand,

and interest rate cut expectations, the private market and real estate asset classes can offer

relatively attractive investment opportunities as well as risk and return diversification.

We favour infrastructure investment due to its strong growth outlook and steady

cash flow. Although volumes remain lower than a few years ago, the market is active.

Lower interest rate expectations are supporting activity, while the energy transition will drive

growth in the years ahead. Governments are supportive of private capital, as it is needed to

complement public funding in building renewable energy infrastructure, meeting transport

electrification targets, and digitalising activities, as well as supply chains.

Turning to private equity, volumes are progressively ticking up, helped by interest rate cuts,

while pricing has stabilised. Trading is taking place in high-quality, non-cyclical sectors

(e.g., business services, healthcare, and software areas). These are profiting from strong

structural growth, pricing power, and robust cash-flow generation. Meanwhile, high valuation

multiples in the listed market ensure that the private market’s relative valuation levels are

offering more attractive entry points than they were a year ago.

As regards private debt, companies are still benefiting from strong bargaining power

in negotiating lending contracts, partly due to bank financing remaining constrained --

albeit this constraint has eased somewhat over the last six months.

Concerning real estate, the outlook for 2025 is more attractive than it was for 2024.

Although investment turnover in European commercial real estate is still low, it has

increased year-on-year over H1 2024. This was helped by the repricing that had taken

place. In particular, we have seen signs of stabilisation in prime real estate yields and expect

the year-on-year investment volume growth achieved earlier this year by this sector to

persist in 2025. However, we anticipate that it will not reach the 2021 level, and the market

should remain very segmented. In the leasing sector, rents should benefit from the relatively

scarce supply of the most sought-after assets; conversely, the rent outlook for non-prime

offices is weak. Finally, ESG issues are key, and investors are factoring these into

investments’ cash-flow forecasts.
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Source: Amundi Investment Institute as of  6 November 2024.
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The hedge fund (HF) industry delivered 7% year-to-date (HFRI Fund of Hedge Funds

Model as of September 2024), with healthy alpha generation. HF also remain an

attractive source of diversification.

The current phase of the cycle, essential for identifying the sources of future alpha, will

influence the preference for various hedge fund strategies. An exceptionally polarised

combination of positive factors – such as robust macro liquidity and a low risk of

recession – exists alongside anomalies and tail risks, including elevated valuations,

fiscal challenges, and geopolitical tensions. This situation suggests a cycle phase

characterised at the same time by a series of shocks, resulting in brief economic

phases and some features of an early cycle.

Alpha is likely to remain abundant in Long/Short (L/S) equity, supported by a

broadening in stock markets, low stock correlation, and an increased focus on

companies’ fundamentals. Alpha potential could be constrained by lower dispersion

though. We believe investors should add directionality, rebalancing L/S neutral with a

more L/S diversified bias.

The Merger Arbitrage strategy is likely to unleash greater potential under the

new Trump administration. Easier regulations, more tax and business-friendly

corporate policies, resulting in greater corporate activity, would provide impetus.

Cheaper European targets are likely to lure increased interest as well.

Amid elevated equity valuations, healthy liquidity and benign credit conditions, carry

within credit remains appealing. L/S Credit HF provide an appealing gateway at

affordable risk. We would move the cursor in favour of EM-focused managers at the

expense of DM-focused, where valuation and dispersion now provide more limited

alpha opportunities.

Multiple cycle inflections and frequent investor scenario reassessments in recent

months have been challenging for Global Macro. With monetary easing having started,

moderating macro uncertainties, and a focus on more traditional growth drivers, the

backdrop is becoming more favourable for Global Macro, which has been revised

up while staying neutral on CTAs.

Hedge funds: rising alpha opportunities

FIGURE 2: Hedge fund views for H1 2025
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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.

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.
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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 11 November 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: 12 November 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.
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