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MACROECONOMIC SCENARIO 

Our baseline scenario now projects a recession in both the US (between 1Q23 and 3Q23) and the Euro Area (in the 
two quarters between 2022 and 2023). The contraction in economic activity that we expect, however, is small and 
short-lived from a long-term perspective. In the US, the main factor that led to the change in the scenario was the 
relative weakness of consumption in the first half of the year, while in the Euro Area, the new scenario mainly reflects 
the impact of tensions affecting energy supplies from Russia (particularly natural gas). The risk of a more pronounced 
contraction appears higher for the Euro Area at the moment. The still very high levels of inflation will lead to further 
rate rises in the short term by both the Fed and the ECB, but we believe that the tightening cycle will be completed by 
the end of the year in both the US and the Euro Area, and we anticipate rate cuts by the Fed starting in the middle 
of next year.  

EQUITY MARKETS 
Our analysis shows that the market is already pricing in a deterioration of the cyclical scenario and a 
short and not particularly deep recession. These conditions are in line with our reference 
macroeconomic scenario, but the risks point to a longer lasting deterioration. Among the main 
geographical areas, we prefer the US to Europe, whose fundamentals are more vulnerable, while 
among emerging markets we prefer China. In terms of portfolio activities we believe that, should the 

S&P 500 index reach the 4100-4200 range, this may prompt us to reduce exposure below neutrality, while we would 
increase it beyond the benchmark between 3500 and 3600. These valuation levels price in, in the lower limit, a relatively 
severe deterioration in profits and, in the upper limit, an excessively optimistic situation in the short term. From a sectoral 
point of view, we prefer themes that show greater predictability of profit (and dividend) growth rather than the more 
cyclical components.  

EUROPE UNITED STATES JAPAN EMERGING MARKETS 

BOND MARKETS 
We are neutral on government bonds and duration. The dynamics driving interest rates fluctuate 
between inflation and continued growth, leaving US medium/long-term yields at substantially fair 
levels. We see opportunities to be overweight on US Treasuries in the 3.3 - 3.4% range and to reduce 
the duration to around 2.5 - 2.6%. The Bund is also trading in a fair value area, but peripheral spreads 
have widening risks higher than narrowing risks, taking into account the upcoming general election in 

Italy and the non-linearity of credit risk compared to the absolute level of interest rates. With regard to corporate credit 
risk, we maintain a substantially neutral view, but we prefer the investment grade component where total return has 
once again become attractive. In emerging debt, we maintain exposure to Chinese government bonds, albeit not to a 
large extent.  

GOVERNMENT CORPORATE HIGH YIELD EMERGING MARKETS 
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Macroeconomic Scenario  Summary View Investment View Equity Markets Bond Markets 

US - RECESSION LIKELY IN 2023   

Our baseline scenario now incorporates a recession in 2023, with a modest and short-term 

revision of economic activity between the first and the third quarter and with average 

growth in the year revised to -0.1% from the previous 1.5%. The main factor that led to the 

change in the scenario was the significant downward revision of consumption performance, 

in particular for services, in the first few months of the year, which shows weaker-than-

expected demand momentum. On the other hand, inflation once again rose unexpectedly 

in June (9.1%) and therefore further rate rises by the Fed appear likely in the coming 

months, starting from the widely priced-in 75 bps at the end-of-July meeting. However, the 

expected weakening of economic activity will probably prompt the Fed to cut rates again 

from mid-2023.  

EURO AREA - FROM RUSSIA WITHOUT GAS  

The European Commission is preparing a plan to save as much gas as possible and to 

manage possible rationing if the Nord Stream gas flows are not restored after the planned 

shutdown in July for maintenance. We believe that the uncertainty and further increase in 

energy prices (the price of gas doubled in one month) will lead to a recession in the Euro 

Area between the end of 2022 and the beginning of 2023, even in the absence of actual 

rationing. Inflation is set to rise further and is expected to peak at 9.5% in September, 

including because of the severe water crisis in southern Europe. As expected, at its July 

meeting the ECB decided on a 50-bp rate rise (the first since 2011) and unveiled the new 

'Monetary Policy Transmission Protection Instrument', which will be used to deal with 

'fragmentation risk'.  

CHINA - RECOVERY BUT WITH NEW SHADOWS LOOMING  

GDP suffered a setback in the second quarter, contracting by -10% annualised, due to the 

containment policies implemented between March and June to prevent the spread of 

infections. It is therefore impossible to reach the government's growth target of 5.5%: 

despite the upward revision of our forecasts in the second half of the year, average growth 

for this year is expected to stop at 3.2%. June data show that a recovery is under way after 

the freeze caused by the restrictions, and for the third quarter we expect a rebound of 

almost 13% annualised. However, numerous risk factors remain, starting with the re-

emergence of infection outbreaks, compounded by the crisis in the real estate sector: in 

recent weeks, home buyers in more than 80 cities have declared that they no longer want 

to pay their mortgage instalments due to the delay in construction and falling prices. 

Inflation continued to accelerate, but remains under control for the time being.  



I
n

v
e

s
t

m
e

n
t

 
v

i
e

w
 

03 | Fideuram Asset Management’s View 

Summary View Macroeconomic Scenario  Investment View Equity Markets Bond Markets 

EUROPE 

UNITED STATES 

JAPAN 

EMERGING MAR-

GOVERNMENT 

CORPORATE 

HIGH YIELD 

EMERGING MARKETS 

The attractiveness of European equities is given by the valuations which are lower than 
those in the US and by the fact that, until now, the European economy has held up well 
despite the impact of the war in Ukraine. However, Europe is particularly vulnerable to 
the cyclical slowdown taking place in these quarters. Therefore, the evolution of profits 
has a higher risk than in the US. In particular, cyclical risks are strictly linked to the 
availability of Russian gas.  

We prefer the US market because it has a lower vulnerability of corporate 
fundamentals, and valuations have returned close to the historical average. We believe 
that, should the S&P 500 index reach the 4100-4200 range, this may prompt us to 
reduce exposure below neutrality, while our view would be to increase it beyond the 
benchmark between 3500 and 3600. These levels price in, in the lower limit, a relatively 
severe deterioration in profits and, in the upper limit, an excessively optimistic situation 
in the short term. 

The Japanese market trades at attractive prices which are lower than other geographical 
areas, but its macroeconomic profile, which is more linked to the performance of 
international trade and industrial dynamics, is more exposed and vulnerable to 
geopolitical developments and a weaker economic cycle. Profit growth is not 
particularly robust, despite support from the weakness of the yen.  

Among the emerging markets we have a more favourable view on China. The gradual 
end of the lockdown, some degree of economic stimulus and less regulatory pressure 
reinforce the idea that the Chinese market's profit growth path is more solid and 
valuations less vulnerable. We are more cautious on other markets where the cyclical 
context is more challenging. In order for us to take a more favourable stance on 
emerging markets, global interest rates and the dollar should first stabilise.  

The dynamics driving interest rates fluctuate between inflation and growth, leaving US 
medium/long-term yields at substantially fair levels. We see opportunities to be 
overweight in the 3.3 - 3.4% range and to reduce the duration to around 2.5 - 2.6%. 
Bund yields are also trading in a fair value area, but peripheral spreads and BTPs have 
widening risks higher than narrowing risks, also depending on political developments 
in Italy.  

Albeit with an overall defensive stance towards credit risk and a still substantially 
neutral view, we have begun to increase the exposure to the investment grade 
component because the total return is attractive and the spreads are more advanced 
than other credit segments in pricing in the less favourable cyclical developments.  

As for the investment grade component, the high yield component also trades at more 
attractive absolute yields. However, we are more cautious because spreads are pricing 
in the current macroeconomic deterioration and uncertainty over the developments of 
the default cycle less than other credit risk segments.  

The strong dollar, interest rate volatility and geopolitical risks weigh on emerging 
markets. We are neutral on external debt where we see the duration component in a 
fair value area. As regards the local component, we have a preference for the Chinese 
government component, which despite its lower advantage in terms of carry retains an 
important diversification contribution, and we are underweight in other areas.  

EQUITY MARKETS 

BOND MARKETS 
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Equity Markets Summary View Macroeconomic Scenario  Investment View Bond Markets 

Based on our estimates, the current S&P 500 levels are pricing in a moderate, short-term 

recession in the near future. 

However, these levels do not differ significantly from our baseline scenario, which, 

nevertheless, foresees a period of greater economic uncertainty in line with previous 

recessions. 

In this baseline scenario, the market is expected to price in the deterioration of the 

macroeconomic framework and fundamentals over the foreseeable horizon, in a context of 

financial conditions and risk premiums similar to the current ones, identifying levels in the 

3500-3600 range as possible market levels, all other things remaining equal. This 

assumption is calculated with the other conditions being equal, assuming that the Fed does 

not become less restrictive - moving possible levels upwards - or that there will be no 

further exogenous commodity shocks. The possible landing area identified by our baseline 

scenario with the S&P 500 index below 3600 essentially represents a buy level for the 

equity markets, up to a possible overweight exposure. A second entry step is the 

emergence of a worst-case scenario that takes the market to the 3200 range and is 

characterised by a much more severe recession than we currently anticipate in our 

reference scenario, in terms of decline and duration, leading to a more significant profit 

contraction. In operational terms, these levels could be consistent with a possible increase 

in overweight.  

The other deviation from the baseline scenario is the assumption that markets do not go 

into recession, but instead only a cyclical easing takes place. In terms of portfolio 

operations, should the market move above 4100-4200, the prospect would be that of a 

reduction in exposure down to a possible underweight, pricing in a significantly better 

scenario than our current reference scenario.  

Currently, despite the fact that the recessionary narrative has become dominant on the 

market, the revision of profit estimates by analysts is overshadowed for this year by the 

very positive expectations in the energy sector and does not appear to be marked for next 

year, when our scenario expects a moderate recession in the US. The downward revision of 

the baseline scenario implies, based on top-down estimates, a forecast of turnover growth 

of just over 8% for 2022 (against IBES consensus expectations at 11.5%) and in the 3% range 

in 2023 (to reflect the decline in economic activity and the compression of inflation). These 

estimated levels of turnover growth would imply a significant revision of profits both for 

the current year and especially in 2023, where there is room for a moderate decline in 

profits. 

THE CHANGE OF SCENARIO AND POSSIBLE MARKET LEVELS  
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Bond Markets Equity Markets Summary View Macroeconomic Scenario  Investment View 

THE MONETARY POLICY NORMALISATION PHASE CONTINUES 

GOVERNMENT BONDS 

The US ten-year interest rate is close to the level compatible with the current scenario, 

reflecting conditions of a cyclical slowdown and early indications of a possible monetary 

policy shift during 2023. The dynamics driving interest rates fluctuate between inflation and 

growth, leaving US medium/long-term yields at substantially fair levels despite sharp changes, 

including in the short term. 

 

With the introduction of the baseline scenario, in the 2.5%-2.6% range, at least from a strategic 

point of view, valuations would already price in much of the cyclical slowdown and new 

monetary policy expectations of our baseline scenario (a further 200-bp rise in 2022, already 

priced in, and a 100-bp reduction in the second half of 2023). This range would likely represent 

a level at which an underweight duration position could be built.  

 

The worst-case scenario characterised by a recession that is not only deeper, but occurring in 

the second half of 2023, would imply that the Fed could continue to raise interest rates up to 

the point where there would be major cyclical repercussions.  

Alternatively, again with reference to portfolio activities, from a technical point of view the 

scenario with US Treasuries above 3.3% represents a range on which to build an overweight 

position.  

In the Euro Area, the Bund's yields are traded in a fair value area. The complete removal of the 

unconventional monetary policy pushes the Bund's valuation towards 1.8 - 2%. However, 

cyclical developments and fragmentation risk developments bring the valuation back below 

150 basis points. 

 

  

SPREAD PRODUCTS 

The total return on the investment grade component has once again become attractive and 

we are gradually increasing exposure in our portfolios. The spread component appears still 

vulnerable to the worsening of the reference framework, but it has priced in the deterioration 

to a greater extent than the other credit asset classes and the two interest rate and credit risk 

components appear to be negatively correlated in various alternative scenarios. The high yield 

segment also trades at more attractive absolute yields. The low starting default levels predict a 

default cycle that is not particularly severe, however the deterioration of the macroeconomic 

scenario (and of profits) may continue, at these spread levels, to affect the risk premium 

component associated with volatility, liquidity and leverage risks, which are less favourable.  



 
Fideuram Intesa Sanpaolo Private Banking  
Asset Management SGR S.p.A. 

 
Via Montebello 18, 20121 Milano 
Phone +39 02 725071 – Fax 02 72507626 
www.fideuramispbsgr.it 
 
 
Group company of  

DISCLAIMER: 

This material has been prepared by Fideuram Intesa Sanpaolo Private 

Banking Asset Management SGR S.p.A., which is an asset management 

company enrolled in the register of the asset management companies 

held by the Bank of Italy no.12 and belonging to the Intesa Sanpaolo 

banking group (“Fideuram Asset Management SGR” or “SGR”).  

This material has been prepared based on data processed by Fideuram 

Asset Management SGR (and by other companies of Intesa Sanpaolo 

banking group) and based on publicly available information or other third-

party sources; the opinion offered are based on sources considered 

reliable and in good faith.  Fideuram Asset Management SGR does not 

guarantee the accuracy, completeness and reliability of the data and 

information contained in this document and declines any responsibility in 

this regard.  

However, non-declaration of guarantee, explicit or implicit, is offered the 

SGR on the accuracy, exhaustiveness and correctness of the information. 

The opinions and forecasts herein are formulated exclusively in reference 

to the document’s date of writing, and there is no guarantee that results, or 

any other future events, will be consistent with the opinions and forecasts 

contained herein. 

None of the contents of this communication, or of any attached 

documents, should be understood as research on investment matters, or 

marketing communication, or as an offer, inducement, invitation, 

solicitation or recommendation to buy or sell any security or financial 

instrument or service or to pursue any investment product or strategy or 

otherwise engage in any investment activity or as an expression of an 

opinion as to the present or future value or price of any security or 

financial instrument, nor as consulting on investment matters, of legal, 

fiscal or other nature. The information contained in this material may 

change as subsequent conditions vary.  

The data, unless otherwise specified, do not take into account the 

applicable tax regime. 

This material may not be distributed or used for the purpose of offers or 

solicitations in the United States or in Canada or towards individuals 

resident in any jurisdiction or in any circumstances in which such offers or 

solicitations are unlawful or not authorized, or where there would be, by 

virtue of such distribution, new or additional registration requirements.  

The SGR and its employees cannot be held liable for any potential 

damages (even indirect or accidental) deriving from the fact that someone 

may have relied on the information contained in this communication and/or 

in any attached documents, and is not responsible for any errors and/or 

omissions in the aforementioned information. 

This communication and its contents, including the contents of any 

attached documents, may not be reproduced, redistributed, directly or 

indirectly, to third parties or published, in its entirety or in part, for any 

reason, without the prior written consent of the SGR. 


