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Tweede Kwartaal 2021

General Comment on Market Developments

The powerful restart of economic activity after the Covid-19 shock is broadening and Europe is
no exception. Euro Area business activity surged in June as the region catches up with the
restart that has been led by the U.S. and UK. Bund yields continued to rise very gradually
finishing the second quarter near the -0.20% mark. Sovereign and corporate spreads have
notched lower amid the positive risk tone across global financial markets.

As to the reopening, the base case remains that there will be some hiccups or delays on
account of the Delta variant, but that a meaningful reversal of reopening is unlikely in countries
with advanced vaccination progress. However, the travel restrictions being imposed on the UK
now highlight how international travel will be the last area to normalize due to Covid-19
variants.

At its June 10 meeting, the ECB confirmed the very accommodative policy stance by
maintaining a “significantly higher” PEPP purchase pace over the coming quarter, in line with
expectations. Total asset purchases will continue to run at a net pace of €100bn/month until
September 2021. The Bank was willing to look through temporary increases in inflation
considering subdued longer-term forecasts. Updated forecasts see a mild improvement in
economic trajectory and call for HICP to reach 1.9% in 2021 and 1.5% in 2022.

In economic data, Euro Area Industrial Production beat expectations and grew 0.8% in April,
only marginally below its pre-COVID peak. Supply chain issues continue to constrain the Euro
Area economy’s output particularly in the automotive sector. Manufacturers expect the current
input shortages to persist throughout the quarter before gradually fading. The final May Euro
Area headline inflation print was up 0.4% to 2.0% YoY with core inflation up 0.3% to 1.0%
YoY.

The Euro Area composite PMIs were up 2.4pts to 59.5 in June, ahead of expectations, and at
their highest level in fifteen years. The increase was mostly driven by the Services component
with Manufacturing remaining strong as well. The EC sentiment survey was equally strong
gaining 3.4pts to 117.9. Services and the Retail sector in particular drove the increase as it
has benefitted the most from reduced restrictions. The Euro Area Consumer Confidence was
also up 1.8pts to -3.3pts in June.

European investment grade credit spreads have been largely rangebound in June. The OAS
for the Bloomberg Barclays Euro-Aggregate Corporate index finished the month 2bps lower at
83bps. The total return for the index in June was +0.41%. Utilities outperformed in June
although Financials continue to lead the pack year to date.

Positioning indicators focusing on corporate allocations across investor portfolios point to the
least bullish positioning since Q3 2020 and importantly least bullish ahead of any previous QE
tapering. Investors have largely focused on carry with subordinated bonds attracting double
digit inflows so far this year. In sector news, the new virus variant uncertainty is causing
weakness across the airlines universe implying that turbulence in exposed sectors is likely to
persist.

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds -0.9% -3.5% 3.1% 1.7% 4.8%

Benchmark -0.7% -3.0% 3.0% 1.4% 4.3%

Outlook

In Europe, while the ECB has confirmed its
accommodative monetary policy at the June meeting,
the Fed is on a slow path to rate hikes recognizing
upside risk on inflation. We prefer to maintain an
underweight duration stance via US rates. Some
uncertainty remains regarding the impact of new
coronavirus variants on the summer tourism, especially
for the Southern European countries.

In credit, we prefer to stay close to home where we see
more attractive opportunities against USD or GBP credit.
While we expect low supply during the summer season,
ECB will continue its purchase program which should be
supportive for ECB eligible debt.
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