
 

 

 

 

 

 

 

 

 

 

 

 

 

Macroeconomic Scenario 

Between the end of 2020 and early 2021, economic activity in the major advanced economies was 

significantly affected by the pandemic, but the acceleration of the vaccination campaign is expected 

to result in a significant acceleration of growth from spring onwards.  

In the US, the increased support from fiscal policy as a result of the Democrats holding a majority in 

both houses of Congress (thanks to the outcome of Georgia Senate run-offs in early January) is likely 

to deliver a further significant boost to growth.  

Monetary policy will remain ultra-expansionary to support the recovery in the US and in Europe. In 

particular, we do not foresee a reduction in Fed’s QE before early 2022. 

 

 

Equity Markets 

Equity markets continued to rise at the turn of the 

year in parallel with Joe Biden being sworn in as 

President of the US.  

The Democrat’s proposal for an additional fiscal 
stimulus totalling 1.9 billion certainly contributed, 

despite the setbacks it experienced for its full 

approval.  

Towards the end of January, however, the 

markets partially corrected the course: on the 

one hand, as a result of profit-taking and, on the 

other hand, as a result of the difficulty, especially 

in continental Europe, experienced by 

pharmaceutical companies to deliver the 

vaccine doses according to schedule.  

This slowdown resulted in a reversal in sector 

rotation which had rewarded more cyclical 

sectors in the latter part of the year.   

We nevertheless maintain a positive view on 
equities based on valuations that remain 

attractive compared to bonds and the supporting 

profit growth.  

The portfolios’ exposure is overweight in 
Europe and in emerging markets, as well as 

in the US. We believe that improvements in 

global growth will support not only the 

technology sector, but also more cyclical areas 

with lower valuations and investor positioning. 

Bond Markets 

We maintain our pro-cyclical approach to 

portfolios; despite the delays in the vaccination 

campaigns and difficulties stemming from the 

new variants, the path is set towards a gradual 

normalisation of economic activity - one that is 

supported by accommodative monetary policies.  

We reduce our allocation to inflation-linked 

securities in the US component and to 

corporate bonds (on which we remain 

constructive) to increase our allocation to 

emerging markets in both dollar and local 

currency components. 
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Macroeconomic scenario 
 

US: Fiscal policy is back in the 

spotlight 

As widely expected, the final quarter of 2020 

recorded a significant slowdown of growth rates, 

mainly as a result of the decline in consumption 

in November and December.  

However, growth prospects for 2021 are 

supported by the start of the vaccination 

campaign and, above all, by the renewed 

fiscal stimulus, which is expected to come on 

top of the one approved by Congress (around 

900 billion dollars) at the end of December.  

The Senate run-off victory granted the 

Democrats with control of both houses of 

Congress (albeit by a slim margin) and the new 

administration has already proposed a new 

fiscal package totalling 1,900 billion.  

In light of the new fiscal policy approach, we 

have therefore revised our growth estimate 

for 2021 significantly upwards, while 

confirming our expectation that the Fed’s 

cutback in securities purchases will only start in 

2022.  

Euro Area: Between vaccines 

and variants 

The contraction of GDP in the fourth quarter 

was -2.8% annualised and therefore 

significantly less severe than expected.  

Manufacturing and exports have offset losses in 

the service sector.  

However, 2021 started with a new slowdown in 

activity: the pandemic still requires restrictive 

measures, and the vaccination campaign started 

late and with some problems. GDP is therefore 

expected to contract further in the first quarter, 

but the scenario of a significant recovery 

from spring onwards is still founded.  

Inflation grew unexpectedly in January, rising 

from -0.3% in December to 0.9%: part of the 

increase was a result of “technical” factors (the 

VAT hike in Germany and changes in consumer 

basket weights due to the pandemic).  

The ECB will only make full use of the PEPP and 

launch new measures if the health crisis lingers 

on. 

China: Final rush  

During the year in which the pandemic spread, 

GDP growth in China nevertheless expanded 

by an average of 2.3%, returning to its pre-

pandemic growth trajectory by the end of the 

year, thanks in part to a 16.8% annualised 

acceleration recorded in the fourth quarter.  

Also bolstered by a positive base effect, 2021 is 

expected to see a GDP expansion of 9%, 

despite the downward growth revision in the 

current quarter (to 4.7% annualised) as a result 

of the adoption of new containment measures.   

Less support will come from monetary and 

fiscal policy, which are expected to gradually 

normalise, while the growth of credit granted to 

the economic system will gradually decline. 

  



 

 

Equity Markets 
 

Good news from US quarterly 
reports 

The positive outlook for equity markets at the 

end of the year continued throughout the first 

half of January as the new US President took 

office.  

Towards the end of the month, however, equity 

indices partially corrected the course due to 

fears of a slowdown in vaccine deliveries 

(especially in continental Europe) and due to an 

entirely new phenomenon in the retail market: 

organised on social platforms, users 

synchronised purchases on the most shorted 

equities and forced some hedge funds to hedge 

by selling the long end of their portfolios, thus 

depressing the stock markets.  

There are concerns of a contagion effect with 

this type of trading - although this has ebbed.  

The market, however, refocused on the quarterly 

results currently being published in the US, 

which significantly beat analysts’ estimates in 

terms of profits and turnover. Many companies’ 

guidance for the rest of the year was also revised 

upwards.  

For this reason, on the one hand, and for the 

continued monetary support from central banks 

on the other hand, we maintain an above-

benchmark equity exposure with a positive view 

on European, emerging and US equities.  

Specifically: 

- despite less attractive valuations, US equities 

and, in particular, the technology sector, are 

characterised by higher profit growth, something 

that is confirmed by the publication of the first 

quarterly reports for 4Q20, which show 

unexpectedly better performance, and less 

volatile profit growth compared to other 

geographical areas and, for this reason, 

constitute the most defensive and high-quality 

option.  

Therefore we are maintaining an overweight 

position and diversifying the sector allocation 

towards more cyclical and value components; 

- we maintain a positive view on Europe since 

its characteristics indicate a context of expected 

growth, both geographical and sectoral, in terms 

of profits and turnover: these push for an 

extension of market leadership to more cyclical 

and value factors.  

Short-term uncertainties can be seen relative to 

the impact on particular segments of activity as 

a result of the recent lockdown measures and 

the slowdown in the vaccination schedule.  

Nevertheless, the underlying dynamics are 

confirmed; 

- concerning Japan, the potential rebound of 

global economic activity and attractive 

valuations are favourable.  

Nevertheless, the defensive nature of the 

currency in times of uncertainty dampens 

investor interest. We continue to hold a neutral 

view on this area; 

- emerging countries benefit from a better 

combination of the global macroeconomic 

scenario and US politics going forward.  

We expect less political uncertainty under the 

Biden administration, on top of a reduced 

ambiguity in terms of trade and reduced reliance 

on tariffs.  

The risk premium on local currencies and assets 

is therefore expected to decrease.  

Moreover, valuations are favourable and profit 

dynamics are on an upward trajectory, with 

positive earnings momentum.  

We maintain a slightly overweight exposure 

to emerging markets. 

 

  



 

 

Bond Markets 
 

 

The road to the reopening of the 
economy continues despite 
delays and uncertainties 

Delays in European vaccination plans and new 

virus variants do not change the underlying 

path towards a gradual reopening of 

economic activity as new vaccines are 

delivered to the market.  

The approach therefore remains pro-cyclical, 

although some valuation metrics appear less 

interesting. 

Government bonds 

Overall, we remain underweight in government 

bonds and we are partially reducing exposure 

to the inflation-linked segment.  

Although the macroeconomic scenario 

continues to encourage our preference for 

inflation-linked securities over nominal ones, we 

are reducing exposure to the US component, 

where market-priced inflation expectations have 

returned to an area of reasonable valuation.  

The Treasuries are substantially aligned with 

the fundamentals that typically drive their 

performance, and the Fed’s action is limiting the 

potential for a hike in real rates and the short-

term parts of the curve.  

Nevertheless, given the absence of measures 

by the Fed (curve control) and assuming the 

additional fiscal package will be approved in the 

US, the prospects point to rates that are 

slightly higher than current ones.   

The bund valuation also appears to be correct 

on the basis of the reference framework 

although the negative returns offered and the 

difficulty of further significant rate 

compressions lead us to confirm the 

underexposure.  

We reiterate our preference for peripheral 

European bonds: if Draghi is sworn in as Prime 

Minister of Italy, this would support our position 

by reducing the current level of uncertainty.  

Spread products 

Given the historically high duration and 

compressed spreads, the expected return on 

investment grade corporate bonds appears 

to be more exposed to a possible rise in 

government rates than in previous months.  

However, we believe that there is unlikely to be 

a significant widening of spreads in conjunction 

with a rate hike, if this is driven by a cyclical 

improvement. Although we maintain a 

positive view of the sector, we are reducing 

exposure in favour of emerging market 

bonds.  

For the HY segment, we continue to prefer to 

assume a cyclical risk through the equity market, 

given the valuations and liquidity. We also 

believe that with the gradual expiry of the public 

support plans for the corporate segment, we 

may see a greater credit differentiation, with 

less support for some sectors. 

We are increasing our emerging bond 

exposure to overweight due to cyclical 

reasons, linked to the expected phase of 

economic re-acceleration, and for relative 

valuation with respect to the other spread asset 

classes.  

Financial conditions remain highly 

accommodative and this tends to support the 

asset class. The new US administration is also 

expected to reduce political risk in the context of 

China-US relations. 
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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”).  

This material – for internal use only – has been prepared in a limited number of copies and it is for 
information purposes only.  

This material is for distribution to professional clients and authorized intermediaries only and 
should not be relied upon by any other persons. Any distribution by whatever means, of this 
document and related material to persons other than those referred to above is strictly prohibited. 
Fideuram Asset Management SGR is not responsible in case of distribution and delivery of 
this material to third parties.  

This material does not constitute investment research and under no circumstances it should be used 
or considered 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. 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 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. 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.  

This material has been provided as a general market commentary only and nothing contained in this 
material is intended to constitute legal, tax, securities or investment advice and it is not predictive of 
future performance, and should not be construed as an offer to sell or a solicitation to buy any 
security or make an offer where otherwise unlawful. 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.  

PAST PERFORMANCE IS NOT A GUIDE TO FUTURE PERFORMANCE. THE VALUE OF 
INVESTMENTS CAN FALL AS WELL AS RISE, SO INVESTORS MAY GET BACK LESS THAN 
ORIGINALLY INVESTED.   

This material has not be filed with Consob pursuant to article 101 of legislative decree 58/98 as 
amended from time to time (“Italian Consolidated Financial Act”).  

The information in this publication should not be relied upon in making investment decisions. 
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