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Summary of macro view

• Global: growth to slow further in 2020 amid ongoing protectionist tensions and US downturn
• US: heading towards a (mild) recession, Fed to cut rates four times next year
• Eurozone: domestic resilience set to fade, monetary policy on hold with focus on ECB policy review
• CEE: slowdown driven by external headwinds
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Global: growth set to decelerate further in 2020
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US: consumers as only growth engine…
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…as labor market is starting to turn
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US: firms have become more vulnerable to shocks
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Fed to cut rates by a cumulative 100bp in 2020
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Eurozone: as firms' profitability deteriorates,
investment remains resilient (for now)
15

Eurozone NFCs (four-quarter-cumulated sums, value)
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Note: 1. GVA stands for "gross value added". 2. Net lending/net borrowing (or financing gap) is typically negative for NFCs that need to finance investment with external funds. 3. We have excluded
Ireland from the eurozone aggregate due to the extreme volatility of Irish data pertaining to both gross fixed capital formation and the financing gap – this is likely due to the large amount of
multinational firms that have a presence in this country. When the whole eurozone is taken into account, the trends highlighted in the chart become even clearer, with fixed investment accelerating
markedly and the financing gap turning negative (i.e. signaling that NFCs have become net borrowers from the rest of the economy).
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Eurozone: households are already adjusting to higher uncertainty
Savings rate (%)
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ECB policy review will be key for markets

Definition of price stability
Symmetric goal at (or just below) 2% vs. 1.5-2.5% inflation band?

Tools to deploy
1. assets that can be purchased
2. self-imposed limits (especially concentration limits and capital keys)
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CEE: outlook shaped by external risks
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EU-CEE includes Bulgaria, Croatia, Czechia, Hungary, Poland, Romania, Slovakia, and Slovenia.
Source: statistical offices, UniCredit Research

Risks
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1.

25% US tariffs on EU car imports
Germany's GDP growth is 0.3-0.5pp below our baseline scenario in the first year.

2.

No US recession (growth at or slightly below trend in 2020-21)
Eurozone GDP growth is 0.6-0.7pp* above our baseline scenario.

3.

China hard landing (down to 3% growth by 2021)
Eurozone GDP growth is roughly 1pp* below our baseline scenario.

*cumulative impact

Strong performance in 2019. What about 2020?
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Source: Bloomberg, UniCredit Research

Drawdown risks at times of recession
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Source: NBER, Haver, Bloomberg, UniCredit Research

UST 10Y yields: lower with the curve bull steepening in 2020
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Source: BIoomberg, UniCredit Research

Earnings estimates and GDP growth
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Source: Refinitiv, Bloomberg, UniCredit Research

European equities look attractive in relative terms
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Source: Markit, Refinitiv, UniCredit Research

Bund yields: real yields are close to fair value
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Source: BIoomberg, UniCredit Research

IG credit: at a late stage in the credit cycle
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Source: Bloomberg, Markit, UniCredit Research

EU HY: positive expected return but wider spreads ahead
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Source: BIoomberg, UniCredit Research

Central banks' easing and low volatility
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Source: Bloomberg, UniCredit Research

EUR-USD: room for a moderate rise
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Source: Bloomberg, UniCredit Research
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