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From « transitory » to « fragmentation » 

Faster, Higher, Stronger! The frenetic activity of central banks has shifted curves and market 

expectations at a breakneck pace. At the beginning of the year, the markets were expecting three 

Fed rate hikes in 2022, they are now at fourteen! Regarding the ECB we went from a rate increase to 

seven. The SNB, the RBA, the BoE among many others followed. 

For the moment, central banks are monomaniac, they are only concerned about inflation and have set 

aside the problems of growth or even financial stability. In the short term, therefore, the path seems 

to be all mapped out with rates that can only rise.  

In economic terms it seems obvious to us that a slowdown is inevitable. This is the goal of central 

banks, which must reduce demand for inflation to fall. They are helped in this by risky assets which, 

having lost the support of lax monetary policies, see their risk premiums rebound. So it’s a general 

tightening of monetary conditions, and the market, with its very rapid adjustment there as well, is 

somehow making of the work of the central banks. 

How far to go?  If the short term, let’s say until the end of this summer, seems marked, the landing at 

the end of the year is much more difficult to apprehend. We make two assumptions for the end of 

the year, which condition our medium-term scenario. 

First hypothesis, the economy should suffer before the end of the year. A recession, both in the United 

States and in the Eurozone now, seems very likely as it seems difficult for economies to absorb so many 

simultaneous negative shocks. A market accident also seems to us a possibility that cannot be ruled 

out. 

Second, in this case, central banks will abandon their “monomaniac” attitude and take growth into 

account in their decision. In this scenario, the pace of tightening is expected to ease and market 

expectations are likely too high. This would then lead to a relaxation of the rates at the end of the year.  

 

 

  

Ibrahima Kobar, CFA 

CIO, Ostrum Asset Management 



 
 

2 
Perspectives – Juin 2022 

C2 - Inter nal Natixis 

ECONOMIC VIEWS 
 

Economic views – three themes for the markets 
 

1- Growth 

If the data remain resilient for the time being, it seems to us increasingly likely that a recession will emerge in 

the Eurozone and in the United States.  

However, the latest information shows that T2 may be resilient, especially in Europe, even if for temporary 

reasons.  

 

2- Monetary policy 

The pace of monetary tightening has accelerated further. It is very global with a very generalized rate hike wave 

around the world.  

The near future seems to be on track: more increases, always at a steady pace. 

The question is more about the inflection point: when do banks step aside. 

  

3- Inflation 

Signs of persistence are accumulating and more and more sectors are affected. Companies have decided to 

shift the cost increase to the final consumer. 

The impact on the real disposable income of households is being felt.  

For markets, this also contributes significantly to increasing nominal volatility.  

 

 
 

Key macroeconomic signposts 
 

1- Activity 

• Spring survey indicators, until May, suggest a shift in activity in most developed countries. Nevertheless, no 

break is observed. This is the meaning of the first graph. The indices converge towards 50 but at a moderate 

pace. 

• The Eurozone appears resilient even if Germany is affected by developments in Ukraine and the Chinese 

slowdown. This short-term optimism should not mask questions about the impact of the decline in 

household purchasing power and its consequences on consumption and therefore on growth. 

• In this respect, the American situation sheds light on the debate with detailed statistics on the household 

side. Though businesses, on reading the surveys (ISM and Markit), are still doing well, the situation of 

households is deteriorating. On the second graph, the Michigan Consumer Confidence Index (the red curve) 

is at an all-time low in June. Households note the fall in purchasing power, measured here by wages 

excluding inflation. On the basis of the Atlanta Fed’s wage measures, the figure is at its lowest level over 

the period as a whole.  

• This negative perception of the environment finds its source in the price of gasoline, now above 5 dollars 

per gallon This is the highest figure ever recorded. As long as there is no inflection on this price, households 

2022 expectations

Growth (yearly average) Inflation (CPI)

2021 Bloomberg Consensus Ostrum Bloomberg Consensus Ostrum

Forecast
3 month 

change
Forecast

Gap to 

consensus
Forecast

3 month 

change
Forecast

Gap to 

consensus

World 5.8 3.2 -0.8 6.7 1.6

USA 5.7 2.6 -0.9 2.4 -0.2 7.5 1.5 7.3 -0.2

Euro Area 5.2 2.6 -0.8 2.3 -0.3 7.0 2.0 7.3 0.3

UK 7.2 3.7 -0.3 2.7 -1.0 8.0 1.8 8.3 0.3

Japan 1.7 1.8 -0.7 1.2 -0.6 1.8 0.5 1.7 -0.1

China 8.1 4.3 -0.8 3.5 -0.8 2.2 0.0 1.7 -0.5

Source : Bloomberg & Ostrum
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will remain cautious in their spending. This situation on the purchasing power and price of gasoline is not 

specific to the US and can extend to many developed countries. In the short term, this is a threat to the 

dynamics of household consumption. 

• On the global scale, the risk is still China with its resumed containment and the impact on the dynamics of 

production processes for developed countries. 

  

 
 

The analyses and opinions mentioned represent the point of view of the author(s) referenced. They are issued on 

the date indicated, are subject to change and cannot be interpreted as having any contractual value. 17/06/2022 

 

2- Inflation 

• Inflation accelerated again in May in the Eurozone and the US. It is now 8.1% in Europe and 8.6% across the 

Atlantic.  

• The risk of persistence can be read through 4 indicators  : 

• The first one is wages. If they are rising rapidly in the United States, that is not the case in Europe. 

This difference explains the Fed’s greater willingness to quickly tighten its monetary policy. 

• The second factor is the continuing impact of rising energy prices. Prices are strong, they will 

probably remain around 120 dollars per barrel of oil because of the decline in Russian supply not 

offset by the other producers. But the lingering effect will subside except to imagine a new energy 

crisis that would push the price of a barrel beyond 150 or 180 dollars. 

• Food prices are increasingly contributing to the rate of inflation. This will not abate quickly as 

harvests for 2022 will be poor on cereals due to adverse weather conditions in Europe, the US and 

India. Prices in the food industry will continue to rise rapidly, penalizing purchasing power 

• The contribution of the price of goods, which has been very low over the last 20 years, is increasing sharply. 

Trade dynamics have been disrupted and developed countries no longer import disinflation. This will weigh 

on medium-term inflation rates. (Graph 2) 

• Faced with these risks of persistence, central banks are more restrictive. Investors are integrating this break 

as suggested by the third chart for the Euro area. 
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The analyses and opinions mentioned represent the point of view of the author(s) referenced. They are issued on 
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Budgetary policy: governments in the face of rising energy prices 
 

1- US: Biden weakened 

As the mid-term elections approach, Joe Biden is weakened by high inflation, at its highest in 40 years. This 

weighs on the purchasing power of households and particularly affects the least privileged. The war in Ukraine 

and the sanctions against Russia have accentuated the rise in energy prices, taking gasoline prices to historic 

highs: $5.1 per gallon, on June 13, as the summer season begins. Joe Biden will make his first trip to the Middle 

East in July to ask them to increase their oil supply. 

 

2- UE: New suspension of budgetary rules 

The EU has extended the suspension of the rules of the stability pact for another year, until the end of 2023, in 

order to give governments room for maneuver to deal with the consequences of the war in Ukraine. 

Governments are taking new measures to limit the impact of the sharp rise in energy prices on the most 

vulnerable households and businesses. They will also have to take steps to rapidly reduce their dependence on 

Russian energy. To achieve this, the European Commission has published its roadmap: REpowerEU. It aims to 

become independent of Russian energy well before 2030 while respecting climate objectives. To make the 

massive investments in renewable energy, governments will be able to use the loan envelope that has not yet 

been requested under Next Generation EU.  

 

3- Emerging countries: Pay  debt or feed yourself 

Emerging countries that are net oil importers and highly indebted are very weakened by the rise in energy and 

food prices, which increases the risk of social tensions in Africa and Latin America. 
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Monetary policy: Central banks accelerate rate hikes 

 

1- Very strong Fed tightening 

Faced with a further acceleration in inflation deemed "far too high", a sharp rise in household inflation 

expectations and an "extremely tight" labor market, the Fed raised its rates by 75 basis points on 15 June, to 

bring the Fed funds range to [1.50%-1.75%]. Powell indicated that 50 or 75bp hike would be needed in July, 

followed by continued hikes. The reduction in the balance sheet continues. The top priority is inflation and the 

Fed is rapidly tightening monetary policy so that it becomes restrictive. Members anticipate Fed funds at 3.4% 

at the end of 2022 and 3.8% in 2023. 

2- ECB: +25 bp in July and +50 bp in September? 

The ECB was unusually very explicit at the June 9 meeting. It announced that it would raise rates by 25 bps on 

July 21 and left the door open for a 50 bp hike at the September 22 meeting, depending on medium-term 

inflation expectations. Thereafter, it will proceed with a sequence of gradual but lasting rate hikes. While the 

ECB announced as expected the end of asset purchases under the APP from 1 July, it did not provide any 

information on the new measures that could be taken in the event of a risk of fragmentation. Strong tensions 

thus took place on the spreads of the peripheral countries which justified an exceptional meeting of the ECB, 

on June 15th. It decided to use the flexibility of reinvestments under the PEPP and asked to speed up the 

finalization of a new anti-fragmentation instrument. 

3- Overall tightening of monetary policies 

Faced with the risk linked to the sharp acceleration in inflation, central banks are raising their rates sharply 

around the world, with the notable exception of China where inflation remains moderate, internal demand 

being affected by the lockdowns adopted. 

  
  

The analyses and opinions mentioned represent the point of view of the author(s) referenced. They are issued on 

the date indicated, are subject to change and cannot be interpreted as having any contractual value. 17/06/2022 
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STRATEGIC VIEWS 
 

Paradoxically, the end of the year on the markets could be better 
 

Synthetic market views: inflation again… 

In the short term, the rise in rates can only continue. On the other hand, the inflation outlook now seems 

reasonable and should therefore not move much. The rise in rates is therefore mainly driven by the real part, 

and the spread of spreads.  

On the other hand, valuations seem interesting to us. The current trend forces us to be cautious but entry points 

are emerging. Any additional increase in the risk premium could be a signal to reposition itself.  

Allocation recommendations:  A reversal 

By the end of the year, the majority of asset classes should have a positive return. A pink scenario? Not 

necessarily: since the beginning of the year all asset classes have had a negative performance, with an unusual 

uniformity, performance often in the range 10-15%. Typical configuration of an economy with excessive inflation 

accompanied by central banks tightening their monetary policy quickly. In this case the rates go up and the risk 

premiums too. 

Conversely, an end to tightening or at least a clear slowdown would reverse this logic. The carry on fixed-income 

products, which has recovered since the beginning of the year, would then help generate positive asset returns. 

At the same time, stock markets would benefit from more optimistic prospects. 

 

The analyses and opinions mentioned represent the point of view of the author(s) referenced. They are issued on 

the date indicated, are subject to change and cannot be interpreted as having any contractual value. 17/06/2022 

 

Strategic views : asset classes 
 

1- G4 rates 

• The Fed tightened policy by raising its rate by 75 bp in June. In the short term, the persistence of high 

inflation maintains a bearish environment for Treasuries, despite the weakness in equities and downside 

risks to activity. 

• A rate hike is expected in July, but the subsequent tightening package remains conditional on inflation. 

The Bund should accelerate towards 2%. 

• The BoE hiked rates by 25bp in June and is poised to accelerate the move. In Japan, the 10 is capping at 

0.25% thanks to massive BoJ intervention each day. The market is also trying to crack the BoJ. 

 

2- Other sovereigns 

• The lack of detail on the ECB's anti-fragmentation mechanism maintains a high level of uncertainty on 

spreads. The ECB's commitment nevertheless constitutes verbal support at this stage. 

• The intense selling pressure on peripheral debt as a whole is not sparing core countries, including France, 

which is trading around 60 bp spreads to Bunds. The Italian 10-year BTP spread is hovering around 220 

bp. 

• Monetary policy is becoming more restrictive across the G10. The RBA is catching up with stronger than 

expected increases. A seller's bias is recommended, and even accentuated on Australian debt. 
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3- Inflation 

• Inflation (8.6% in May) remains too high in the United States. The strength of the dollar and monetary 

tightening should weigh on inflation breakeven. We maintain neutrality. 

• In the euro zone, inflation remains at an historic high of 8.1% in May. The ECB now conditions the extent 

of rate hikes on inflation. The expected rise in real rates encourages us to remain neutral on the 

European breakeven point. 

• In the UK, inflation is expected to reach 10% in the short term. Further tightening will aim to raise real 

rates. The view is more constructive on Japanese inflation due to the weak yen. 

 

4- Crédit 

• IG spreads are under pressure with the rise in risk-free rates. The termination of the APP and 

redemptions on the funds amplified the deterioration of liquidity conditions on the secondary market. 

• The primary market is functioning but requires ever-higher new issue premiums (the highest since 

March 2020). Risk aversion overshadows cheap valuations. 

• Sentiment remains unfavorable to high yield, despite a record low default rate. The lack of bond supply 

does not reduce tensions on spreads, fueled by hedging flows. 

 

5- Stock market 

• The economic slowdown is accompanied by price pressures. EPS for 2022 are revised upwards, but this 

is mainly due to sectors linked to raw materials. Operating margins, historically very high, are in danger 

of shrinking. 

• The reduction in PE multiples continues (11.7x at 12 months). The yield advantage between equities and 

credit has narrowed significantly, the TINA effect is dissipating. Nevertheless, balance sheets are sound 

and cash flow generation is high. 

• High volatility causes redemptions from European equity funds. The volumes are significant, but 

capitulation levels have not been reached. We expect a Euro Stoxx 50 to 3.500 on a 1-month horizon. 

 

6- Emerging 

• The EMBIGD spread should move in a range of 440-500 bps. We remain cautious and shift the target 

range higher. We opt for a slight seller bias. 

• Fund outflows continue in the EM bond asset class and market liquidity is reduced. The primary market 

will remain very calm for several months to come. 

• Countries in difficulty due to the consequences of the war in Ukraine are supported by the IMF and the 

WB, so the credit metrics are holding up. 

 

The analyses and opinions mentioned represent the point of view of the author(s) referenced. They are issued on 

the date indicated, are subject to change and cannot be interpreted as having any contractual value. 17/06/2022 
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Market views 
 

 
Source: Ostrum AM, June 2022. The analyses and opinions mentioned represent the point of view of the author(s) 

referenced. They are issued on the date indicated, are subject to change and cannot be interpreted as having any 

contractual value. 17/06/2022 
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Additional notes 
 
Ostrum Asset Management 

Asset management company regulated by AMF under n° GP-18000014 – Limited company with a share capital of 48 518 602 
€. Trade register n°525 192 753 Paris – VAT: FR 93 525 192 753 – Registered Office: 43, avenue Pierre Mendès-France, 75013 
Paris – www.ostrum.com 
This document is intended for professional, in accordance with MIFID. It may not be used for any purpose other than that for 
which it was conceived and may not be copied, distributed or communicated to third parties, in part or in whole, without the prior 
written authorization of Ostrum Asset Management.  
None of the information contained in this document should be interpreted as having any contractual value. This document is 
produced purely for the purposes of providing indicative information. This document consists of a presentation created and 
prepared by Ostrum Asset Management based on sources it considers to be reliable.  
Ostrum Asset Management reserves the right to modify the information presented in this document at any time without notice, 
which under no circumstances constitutes a commitment from Ostrum Asset Management. 
The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the date 
shown and are subject to change without prior notice. There can be no assurance that developments will transpire as may be 
forecasted in this material. This simulation was carried out for indicative purposes, on the basis of hypothetical investments, and 
does not constitute a contractual agreement from the part of Ostrum Asset Management. 
Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information 
contained in this document, nor in the use that a third party might make of the information. Figures mentioned refer to previous 
years. Past performance does not guarantee future results. Any reference to a ranking, a rating or an award provides no 
guarantee for future performance and is not constant over time. Reference to a ranking and/or an award does not indicate the 
future performance of the UCITS/AIF or the fund manager. 
Under Ostrum Asset Management’s social responsibility policy, and in accordance with the treaties signed by the French 
government, the funds directly managed by Ostrum Asset Management do not invest in any company that manufactures, sells 
or stocks anti-personnel mines and cluster bombs. 
 

Natixis Investment Managers  

This material has been provided for information purposes only to investment service providers or other Professional Clients, 
Qualified or Institutional Investors and, when required by local regulation, only at their written request.  This material must not 
be used with Retail Investors.  
To obtain a summary of investor rights  in the official language of your jurisdiction, please consult  the legal documentation 
section of the website (im.natixis.com/intl/intl-fund-documents) 
In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. Natixis Investment 
Managers International is a portfolio management company authorized by the Autorité des Marchés Financiers (French 
Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the 
Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendès France, 75013 Paris. 
Italy: Natixis Investment Managers International SuccursaleItaliana, Registered office: Via San Clemente 1, 20122 Milan, Italy. 
Netherlands: Natixis Investment Managers International, Nederlands (Registration number 000050438298). Registered office: 
Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers International, Nordics Filial 
(Registration number 516412-8372- Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 
111 35, Sweden. Or, 
Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a 
Luxembourg management company that is authorized by the Commission de Surveillance du Secteur Financier and is 
incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment Managers S.A.: 
2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Germany: Natixis Investment Managers S.A., 
Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Senckenberganlage 21, 60325 
Frankfurt am Main. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 
Bruxelles, Belgium. Spain: Natixis Investment Managers, SucursalenEspaña, Serrano n°90, 6th Floor, 28006  Madrid, Spain. 
In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 
10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zürich.  
In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial 
Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, 
EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the 
United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional 
investors only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only; in 
Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a 
license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or 
directed at professional investors only; in the Isle of Man: this material is intended to be communicated to and/or directed at only 
financial services providers which hold a license from the Isle of Man Financial Services Authority or insurers authorised under 
section 8 of the Insurance Act 2008.  
In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which 
is regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial 
experience and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market 
Counterparties as defined by the DFSA. No other Person should act upon this material.  Registered office: Unit  L10-02, Level 
10 ,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab Emirates 
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In Japan: Provided by Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-General of the Kanto Local 
Financial Bureau (kinsho) No.425. Content of Business: The Company conducts investment management business, investment 
advisory and agency business and Type II Financial Instruments Business as a Financial Instruments Business Operator.  
 
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities 
Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., 
No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, 
Tel. +886 2 8789 2788. 
In Singapore: Provided by Natixis Investment Managers Singapore Limited (company registration no. 199801044D) to 
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constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and 
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