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CIO outlook 2022: “Goldilocks light” 

 

Globally we are seeing a sustained period of solid economic growth and 
generous money supply from central banks. Inflation rates and inflation 
expectations are likely to come down again in the medium term after their 
latest increase. We thus find ourselves in an ongoing “Goldilocks light” 
scenario. We rate the risk of stagflation as low. 
 

 

Economic outlook 

In the US, we expect the economic recovery to continue in 2022 as well, with the help of positive 

feedback loops from a number of favourable factors: the labour market is steadily improving, property 

prices are rising, private households have high cash holdings with consequent potential for 

consumption, monetary policy remains loose (despite tapering of asset purchases by the central bank), 

and national infrastructure and social welfare packages are in place. 

 

In the eurozone, too, we expect growth in the coming quarters to improve once more due to very similar 

factors as in the US after a setback in the first half of the year caused by lockdown measures. However, 

the fresh wave of Covid-19 that is currently underway is dampening growth. Europe is more export-

oriented than the US, and is thus benefitting particularly strongly from the global economic recovery. 

 

The real estate crisis in China seems to be under control, but will probably weaken Chinese growth for 

a prolonged period, and is thus also having a slight dampening and deflationary effect on a global level. 

However, the Chinese government and the central bank have a smart crisis management system in place 

with appropriate monetary easing. This should prevent the crisis from escalating. All in all, we therefore 

do not expect stagflation either in China or globally for the time being. 

 

In addition, despite the fact that Covid-19 case numbers are on the rise again worldwide, the pandemic 

should be brought under control in the medium term. In particular, the  imminent availability of new 

drugs should help to prevent hospitals from becoming overwhelmed. 

 

Owing to the positive growth factors mentioned above, we expect a temporarily strong trend towards 

higher inflation rates in both the US and Europe. However, a reduction in asset purchasing by the Fed 

and the ECB is the first step towards stemming inflationary forces and, in particular, inflation 

expectations as well. With the easing of base effects, we expect a calming on this front next year after 

the present uptick. However, inflationary forces that cannot be underestimated are at play in the 

medium and long term as well, and these are likely to keep inflation above the central banks’ targeted 

2% for a prolonged period. 

 

In Europe, the sharp increases in gas and crude oil prices, and the fact that monetary policy is still more 

expansionary than the Fed’s, have weakened the euro, thereby increasing medium-term inflationary 

pressure. However, there are signs of this situation normalising in the medium term if energy prices 

correct downwards – which we expect them to do – thus providing support to the euro. 
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Environment for financial markets favourable for now 

Both in the US and the eurozone, a combination of economic recovery, a policy of fiscal stimulus (e.g. 

US infrastructure programme) and loose monetary policy is at play. This should ensure a healthy 

reflation of the financial system until well into next year. However, fiscal and monetary stimulus is 

waning, while inflation risk is growing. Despite that, equity and credit markets remain in a balanced 

“Goldilocks light” scenario. However, given high valuations, rising inflation and the fact that the system 

is more sensitive to rising interest rates, we only expect limited upside potential. Central banks are 

performing a difficult balancing act between sufficient stimulus and timely inflation control. As such, the 

possibility of future policy error or untimely adjustments cannot be ruled out. However, for now, the 

situation is under control worldwide. 

 

Sharp rises in public debt, a booming economy, high potential for consumption, wage pressure and 

higher inflation will lead to potential upward pressure on long-term interest rates globally in the coming 

quarters. As such, we believe that sovereign bonds and cash offer relatively unattractive prospects in 

the year ahead. Also, due to its high dependence on exports, Europe will benefit to a greater extent from 

the global upturn. For that reason, the difference in long-term interest rates between Europe and the 

US is likely to diminish in the medium term. With a probability of more than 50%, a hike in the short-

term key rate in the US is expected as soon as next year. In Europe, market expectations for a hike by 

the end of 2023 are rising, although the ECB has not come out with an official confirmation yet. These 

increases will help dampen inflation expectations, and thus also the rise in interest rates at the long end. 

 

There is a dichotomy in the development of the US dollar at the moment. It is holding firm against the 

euro (and other European currencies) but is weaker against the Chinese yuan. We are thus seeing a 

pronounced weakness in the euro at present. One of the main reasons for this is likely to be the sharp 

rises in natural gas and crude oil prices, as mentioned above. Unlike the US, Europe has to pay for most 

of its energy imports in US dollars and Russian roubles. However, we expect the situation to return to 

normal in the medium term. In particular, a large US trade deficit points towards the likelihood of a 

lower US dollar, including against the euro. In very general terms, if the US dollar fell again, this would 

also help many emerging markets to keep their own monetary policy loose and not have to raise interest 

rates too much. 

 

Chart: Retail sales in the US remain high and are shoring up the economy (year-on-year comparisons) 

 

 
Source   Trading Economics/US Census Bureau 
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Disclaimer 

This documentation (“Document”) is provided solely for information purposes and is intended for 
professional investors only. Non-professional investors who obtain this documentation are please asked 
to discard it or return it to the sender. This presentation is not a prospectus or an offer or invitation to 
buy financial products.  

This Document is provided for marketing reasons and is not to be seen as investment research. This 
Document is not prepared in accordance with legal requirements designed to promo te the 
independence of investment research, and that it is not subject to any prohibition on dealing ahead of 
the dissemination of investment research. 

HISTORICAL PERFORMANCE IS NO GUARANTEE OF FUTURE PERFORMANCE. 

Investments in financial products are associated with risks. It is possible to lose the entire amount of the 
invested capital. In addition, financial products investing primarily in emerging markets and/or in high 
yield bonds carry higher risks in general. Emerging markets bonds are bonds from issuers with a 
registered office or primary activity in an emerging country (“EM”). They are exposed to higher political, 
social and economic risk that can manifest itself in restrictions on capital transactions or other 
constraints. This can make it impossible for the bond issuer to pay the coupon or repay the principal. 
Operating and supervision conditions may deviate from the standards prevailing in developed countries. 
Bonds with high yields entail a greater risk of issuer default, and are a riskier investment than higher 
quality investment grade bonds.  

Insofar as the information contained in this Document comes from external sources, Fisch Asset 
Management AG cannot guarantee that the information is accurate, complete and up to date.  

Statements concerning future developments and estimates are based on assumptions that may be 
inaccurate, that could change or that are based on simplified models. Fisch does not know whether its 
statements concerning future developments will be correct. Fisch may also change its opinion 
concerning a future development. In such case, Fisch has no obligation to inform anyone about the 
change in opinion. 

The purchase of a product managed by Fisch should only be based on the currently valid documents 
(fund prospectus, fund agreement, KIIDs, etc.). The currently valid documents are available at 
www.fundinfo.com. Before reaching a decision to buy, each professional investor must determine 
based on their specific situation whether they are even permitted to buy the product, and if yes, whether 
they have the necessary risk tolerance for the corresponding product. Fisch expressly states that this 
Document is not intended for private investors and advises professional investors to first consult 
financial, legal and tax experts who are familiar with their specific situation and understand the product.  

This Document is especially not intended for US persons (private or professional) as defined by the 
FATCA legislation or under SEC regulations. US persons may not invest in any investment funds managed 
by Fisch, and Fisch is also not permitted to manage mandates from US persons. If Fisch learns that a US 
person is invested in a product it manages, it will inform the fund management company and, if 
necessary, other persons and demand that the US person sell the product.  

Fisch has outsourced the storage and archiving of company data to a specialized third party firm. The 
outsourcing is limited to the storage and archiving of data and occurs abroad. The pr ocessing of data is 
done within Fisch and is not outsourced. The activity of the third party firm essentially consists of setting 
up and maintaining the corresponding servers. The regulatory authorities and the auditing firm have 
been informed by Fisch about the outsourcing, and the data protection and regulatory requirements are 
fulfilled.  

Fisch accepts no liability for damages arising directly or indirectly as a result of this Document. 
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