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SCENARIO 2019 
Economic cycle and focus points  
Twenty-nineteen seems set to be a year in which the global economic cycle will continue. In the US, it would mark 

the tenth year of uninterrupted growth, albeit at a slower pace than in 2018. In the other economies, and in particular in 

Europe and the emerging countries, it could offer the opportunity of putting an end to the slowdown observed in 2018, 

and to reduce the growth gap compared to the United States. 

 

Having established this base case scenario, it should in any case be said that the new year will open with many of the 
sources of uncertainty that captured investor focus for the better part of 2018 still not entirely cleared. Indeed, 

validation of a favourable outlook for the global economy requires an easing of concerns tied to the Federal Reserve’s 
monetary policy and to trade tensions between the US and China. 

For what concerns the Federal Reserve, the US central bank is acknowledging that excessive monetary restriction could 

damage the global recovery. For the time being, however, there is still a large distance between the Fed’s intentions, as 

summarised by the dot plot, and the interest rate path considered sustainable by investors, implied by fed funds futures. 

The two positions need to converge. The Fed will have to slow the pace of the rate hike cycle more decisively than seen 

with the marginal revision implemented at the FOMC meeting of 19 December. The real element of risk in this sense 

would be a sudden flaring up of inflation, that would force the Fed to press on with monetary tightening, despite the 

negative effects this would reap on growth. This seems an unlikely development, in light of the slowdown under way in 

most economies, including the US, and of the recent drop in oil prices. 

For what concerns trade tensions, the truce declared by the USA and China raises hopes of a positive outcome by the 

spring. It is early days yet to make assumptions on whether the truce period will be sufficient to reach an agreement that 

will definitively close the dispute. More likely, trade balances will remain a focal theme for investors even after this initial 

negotiation phase. However, we may assume, as a base case scenario, that the USA and China will try to prevent a 
full-fledged escalation of the tariff war, which would have a negative impact on both sides. 
 

One development to monitor will be the likely slowdown of the US economy, which in 2019 will be stripped of the 

effects of fiscal stimulus. On the other hand, the global cycle should find more support in the Chinese economy, 
which in 2018 acted as a brake, and in 2019 should be positively affected by the stimulus the central authorities have 

been injecting for several months now. 

 

As regards Europe, in the opening months of the year focus will be on politics, with the European Parliament elections in 

May. While the sovereignist parties seem set to acquire more weight in the new Parliament, the traditional political 

formations (People’s party, Socialists and Liberals) should manage to win the necessary share of consensus to keep alive 

the alliance which is currently supporting the European Commission.  

In the second half of the year, the main themes will be the appointment of Draghi’s successor as ECB President, 
and the potential start of the interest rate hike cycle. If the European People’s Party confirms its status as the largest 

group in the European Parliament, Manfred Weber of Germany is likely to become President of the European 
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Commission, in which case the helm of the ECB may not be handed over to a German. This increases the chances of a 

succession in continuity with Draghi’s leadership. On this front, the ECB has indicated that it could start to hike interest 

rates in the Eurozone in the closing months of 2019. However, if the Federal Reserve should slow the pace of its hike 

cycle, as seems likely, the ECB could further postpone the start of its tightening action, to prevent an unwelcome 

strengthening of the exchange rate. 

Within this context, political risk will continue to represent the main determinant in Italy. If the attempt at mediation 

with the European partners, observed in the closing weeks of 2018, proves successful, Italy will be able to continue along 

the growth path observed over the past two years. However, investors will probably remain very sceptical on Italy, at least 

until the European elections. 

 

Markets 
Under the baseline scenario, the slowdown in the pace of fed funds rate hikes, the easing of tensions, and the 
resulting re-convergence between the US and the remaining economies, could extend the economic cycle and 
support risk assets.  
The stock markets should resume the uptrend that was put on hold in February 2018, also thanks to relatively stable 

interest rates.  

The positive view on the stock markets tends to incorporate a preference for Japanese and emerging country equities, 

with the US in an intermediate position, whereas Europe could continue to underperform in relative terms, in view of the 

European elections. 

Our view on duration is neutral. Among spread bonds, those issued by the emerging countries offer the most 

interesting risk-return profile; our preference goes to hard currency issues. Neutral view on High Yield bonds and on 

peripheral euro area bonds, negative on Investment Grade bonds.  

Among currencies, the yen and sterling. 
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Investment view 
Eurizon Capital SGR’s investment views on the main asset classes are outlined below.  
 

 
ASSET CLASS 

 
VIEW  

STOCKS 

 

 

 

POSITIVE 
(Previous month:  
POSITIVE) 
 
 
 

 
Positive view on stocks. 
Positive view on stocks confirmed.  
The order of relative preference is now: (1) Japan and the Emerging 
Countries, (2) USA, (3) Europe and Pacific ex Japan.  
 
 
 
 

 

GOVERNMENT 

BONDS  
 

 

 

 

NEUTRAL 

“CORE” 
(Previous month:  
NEUTRAL) 
 

 

 

 

NEUTRAL 

PERIPHERALS 
(Previous month:  
NEUTRAL) 
 

Neutral view on the duration of core issuer government bonds. 
Neutral positioning confirmed on the duration of core countries. 
Relative preference confirmed for US bonds over German bonds. 
 
 
 
 
 
 
Neutral view on peripheral euro area government bonds. 
Neutral view confirmed on peripheral euro area bonds. 

 

 

 
(Continued on next page) 

 

 

- = + 

- = + 

- = + 



 
 

Scenario 2019 
  
 

FOR PROFESSIONAL INVESTORS ONLY 
This document was prepared by Eurizon Capital SGR S.p.A., a savings management company authorised to provide mutual management services by the Bank of Italy. 
The information provided and the opinions contained herein are based on sources that are considered reliable and given in good faith. However, no statement or 
guarantee, expressed or implied, is provided by Eurizon Capital SGR S.p.A. regarding the accuracy, completeness or correctness of this information and these opinions. 
The opinions, forecasts or estimates contained in this publication are expressed with exclusive reference to the date of drafting of the document, and there is no guarantee 
that future results or any other future event will be consistent with the opinions, forecasts or estimates contained herein. Any information contained in the document may, 
subsequent to the drafting of the document, be amended or updated by Eurizon Capital SGR S.p.A. without any obligation to communicate these amendments or updates. 
This document was not prepared for circulation to the public, but is intended for information purposes only for the placement agents of savings products managed by Eurizon 
Capital SGR S.p.A. and Eurizon Capital S.A. who do not assume any liability for the personal or professional use of the information contained herein. Specifically, this 
publication is not, nor is intended to be, nor should it be interpreted as, a document offering sales or subscriptions, nor as a document to solicit requests for purchases or 
subscriptions of any type of financial instrument. No company belonging to the Intesa Sanpaolo Banking Group, or any of its directors, representatives or employees, will be 
liable in any way (through fault or otherwise) for any indirect damage that may be caused by using this document or its contents or in any case arising in relation to this 
documentation, and no liability regarding the above may therefore be attributed to these parties. This document is for the exclusive use of the parties to whom Eurizon 
Capital SGR S.p.A. provides it and may not be copied, re-distributed, directly or indirectly, to third parties, or published in whole or in part, for any reason, without the prior 
express approval in writing of Eurizon Capital SGR S.p.A. This document may not be distributed outside the Republic of Italy under any circumstances, or made available to 
parties who are not resident in Italy. Specifically, and without limitation to the above, this document, including its copying, including partial copying, may not be received, sent 
or transmitted to the United States of America or to any resident of the United States of America, as defined in accordance with Regulation S regarding the U.S. Securities 
Act of 1933, nor to the United Kingdom, Luxembourg, or Japan. 

5 of 5 

20 December 2018 

(Continued from previous page) 
 

 
ASSET CLASS 

 
VIEW  

SPREAD BONDS 

 

 

NEUTRAL 
(Previous month:  
NEUTRAL) 
 

Neutral view on spread bonds. 
Our view on the spread markets remains Neutral.  
The order of relative preference remains as follows: (1) Emerging 
Countries, (2) High Yield bonds, (3) Corporate Investment Grades. 
 
 
 

CURRENCIES 

 

 

 

POSITIVE YEN AND 

GBP 
(previous month:  

POSITIVE YEN and 
GBP) 
 

Positive view on yen and sterling.  
Positive view confirmed on yen and sterling. 
 
 
 
 
 

 

Further information on financial market trends available in video format at www.eurizoncapital.it: 
 

Eurizon View, the monthly update on Eurizon Capital’s views on the economic scenario, and 

expectations for the main asset classes. 

 

Analysis of the month, the monthly publication that offers an overview of the main economic themes 

that have guided market trends in the past calendar month. 
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