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EDITORIAL
by Philippe ITHURBIDE,
Global Head of Research, Chief Economist at Amundi

I

t is my pleasure to present to you a compendium of the astute
observations and shrewd opinions shared at the 2016 Amundi
World Investment Forum, Megatrends: The Path Forward. It
is my sincere hope that this book of rich insights shared over
the two-day event will provide you not only compelling answers
to some of today’s most pressing investment questions, but
offer you a clear view on how to move forward in the complex
economic landscape of today – and tomorrow.
And moving forward is precisely what we aim to do in hosting
the Amundi World Investment Forum. This annual gathering
of the most influential and innovative thinkers in our industry,
along with more than 400 of our clients and partners from over
50 countries, is proof positive of our dedication to advancing
the conversation so that, together, we may tackle head-on
economic trends and the collisions between them, how they are
informing the economic and investment context, and how they
impact you.
Indeed, Megatrends, those long-term economic and social
tendencies that are shaping business and society today,
represent significant implications for all investors — volatile
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oil prices; the omnipresent threat of terrorism; skewed
demographics; political change and upheaval in the US, Europe
and around the world; the rise of digital; the imminent threat of
climate change. In uncertain times such as these, where can
investors find their anchors? It is now more important than ever
that we get the fundamentals of investing right. That means
we, as your trusted partner, must understand your goals, your
means and your risk appetite. And the number one fundamental
that must never be underestimated is the importance of asset
allocation.
In order to take a deep dive into these Megatrends and their
impact on investment decisions, this year we welcomed
distinguished academic leaders and authorities in the fields
of Economics, Finance and Psychology, including Daniel
Kahneman, Jeremy Rifkin, Jim Rogers and Jeremy Siegel. In
addition, an international spectrum of Amundi experts and
special guests shared their views on asset allocation in these
difficult-to-navigate waters: Arundhati Bhattacharya, Olivier
Blanchard and Florence Eid-Oakden discussed the economic
forces placing a strain on emerging economies and the US alike,
while Amin Rajan addressed asset and risk allocation. Michael
Wyrsch tackled the liquidity question, and Leslie Teo spoke
on factor investing. Mark Fawcett and Shahril Ridza Ridzuan
discussed how to broaden the investment universe.
On Day 1 of the Forum, the audience heard from our speakers on
how we must Tackle the Challenges Ahead. What became clear
throughout the discussions is that a robust strategy is needed to
meet the coming economic and social shifts. The second day
addressed how we must Rethink Investment Fundamentals.
Simply put, in this new world, many of the old rules simply no
longer apply. As your investment “coach”, we put together
this forum to accompany you through this era of ambiguity and
unpredictability. And we will continue to accompany you, day
in and day out, by offering you concrete advice and opinions
based on solid research and thoughtful insight into the longterm issues and trends that impact you.
Philippe ITHURBIDE,
Chief Economist, Amundi

7
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

Digital

THE AMUNDI WORLD
INVESTMENT FORUM
2016 GOES DIGITAL

View all the debates on our dedicated
WebTV: http://forum.amundi.com
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More than 800 messages about the #AmundiWIF16 have
been sent! Read the best of your contributions on our Social
Wall on http://forum.amundi.com
Thanks to all for sharing your experience and making the
#AmundiWIF16 the first digital live event in Asset Management!
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INTERVIEWS
backstage on
Periscope

#AMUNDIWIF16
messages
potentially viewed
by more than
9 MILLION SOCIAL
NETWORK USERS
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And PRESS
COVERAGE
in more than
15 COUNTRIES

INTRODUCTION
Opening Speech by Yves Perrier
CEO of Amundi

Introduction

MEGATRENDS:
THE PATH
FORWARD
OPENING SPEECH
by Yves PERRIER, CEO of Amundi

A megatrend is a pattern or a movement that has a major impact
on business and society as a whole. Megatrends can be broken
down into categories such as globalization, demographic
changes, urbanization, shifts in power from developed countries
to the largest emerging economies, technology changes, climate
change and declining growth. If we are to weather the storms of
change, we will need to adapt, said Yves Perrier, Chief Executive
Officer of Amundi Group, in his opening remarks at the 2016
Amundi World Investment Forum in Paris.
12
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

AMUNDI: NIMBLE AND AMBITIOUS
Speaking to an audience of over 400 delegates from over
50 countries, Mr. Perrier began his address by noting
that the Forum’s impressive turnout is indicative of the
relationship Amundi aims to build with its clients every day.
Mr. Perrier noted that this year’s Forum was quite special,
as it marked the first forum since Amundi’s IPO, which took
place on November 12, 2015. Since its inception in 2010,
Amundi had always planned to go public, going so far as
to include the plan in the shareholders’ agreement between
the two shareholder banks, Crédit Agricole and Société
Générale. The IPO was possible because, in just five years,
Amundi has achieved its goal of becoming Europe’s leader
in asset management and one of the industry’s most
profitable players in the world. Mr. Perrier stressed that
Amundi achieved its objectives thanks the commitment of
all of its employees to serving Amundi’s clients and the trust
that Amundi strives to foster every day.
The IPO was a great success, raising 1.6 billion euros in the
biggest IPO on Euronext in the past ten years. It reinforced
Amundi’s position as an investment management platform
open to clients beyond the banking groups that created
it. It was a milestone in terms of visibility and international
recognition, helping accelerate the growth in its two client
segments: retail and institutional investors. It helped
strengthen the engagement of Amundi’s staff through an
employee stock purchasing plan concurrent with the IPO.
And it enabled long-term partners to acquire a stake in
Amundi’s capital.
Since the IPO, Mr. Perrier pointed out that Amundi’s
profitability has held up well despite a very challenging
market environment. The Amundi share price has
outperformed the market and Amundi has reached a new
stage of growth with its recent acquisition — announced
just days ahead of the forum — of KBI, an asset manager
13
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specialized in global equities. This most recent operation
is but one illustration of Amundi’s drive to continue
growing, both organically and externally, in order to bring
the best expertise to their clients. Indeed, Mr. Perrier said
that “Amundi’s financial strength and the profitability of its
diversified business model enable them to provide their
clients - both individuals and institutional investors - with the
best advice, expertise and services.”

POWERFUL ECONOMIC FORCES
SHAPING THE WORLD
Turning to the Forum’s topic, Mr. Perrier listed the
Megatrends that have the potential to reshape the world
as we know it. An ageing population, urbanization; the shift
of power from developed countries to emerging countries;
disruptive technology; issues related to the management of
natural resources; and declining growth.

Amundi’s financial
strength and the
profitability of its
diversified business
model enable them
to provide their
clients - both
individuals and
institutional investors
- with the best
advice, expertise
and services.

Demographic trends and potential growth
Demographics or, more precisely, the percentage of individuals
of working age, plays a crucial role in growth potential. There are
five major components:
•T
 he birth rate (past and present), which determines the
(current and future) flow of new workers entering the labour
market. Birth rate policies can, in the long run, have visible
effects.
•T
 he mortality of working-age people, which determines the
flow of workers exiting the labour market.
•R
 etirement policies, which, by modifying certain variables
(retirement age, level of pensions, etc.) can impact the exit from
labour market.
•A
 n increase in the participation rate (especially women’s
participation rate in some countries) would also be a factor in
favour of higher potential growth.
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• I mmigration policies, which impact the (current and future)
flow of new workers entering the labour market. While
some countries have highly selective immigration criteria
(level of education, level of wealth, the demand for particular
qualifications, etc.), others, whether for cultural or political
reasons, have extremely restrictive policies on entering the
country at all. Some countries have a “natural” ability to accept
migrants, while others refuse to do so.

“Some of these trends pose enormous challenges, like
population ageing, and some promise future opportunities,
like technological innovation,” said Mr. Perrier. “But there’s
also low growth and weak inflation, with interest rates
even lower than they were this time last year. The ultra-low
interest rate environment that we’ve seen since the 2008
financial crisis has now evolved into a negative interest rate
environment in Japan and Europe,” he continued.
Citing the factors that have pushed down interest rates
across the board, such as the weak economic recovery
and weak inflation, Mr. Perrier said the main cause low rates
and bond yields stems from central banks policies. These
factors have fuelled the debate on whether we’re heading
into a period of major stagnation — a “new normal” of lasting
low interest rates and a lasting absence of inflation.

Some of these
trends pose enormous challenges,
like population
ageing, and some
promise future
opportunities,
like technological
innovation.

TOWARD A WORLD WITHOUT
GROWTH?
Mr. Perrier noted that regardless of whether or not the
“secular stagnation” theory is correct, what is a clear and
established fact is that global economic growth is facing
major headwinds, including the decline in productivity
gains; the weight of debt in economies; population trends;
deepening inequality and declining income among the
consumer classes; and the environmental crisis.
15
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“In the space of a few decades, our societies went from an
economy where the labour supply commanded growth to
one where full employment depends on growth. As a result,
economic growth has become central to the agendas and
policy tools of governments and countries, to the point of
becoming an obsession. But this obsession with
growth,largely fuelled by the fear of unemployment, is now
running up against another problem: the need to counteract
the environmental crisis. As a consequence, current
economic discourse is calling into question the future of
growth itself,” Mr. Perrier affirmed.
To adapt to a world with insufficient or zero growth, or
perhaps to even help prevent it from occurring, Mr. Perrier
listed are several possibilities, including driving investment
into the sectors that are most promising from the perspective
of innovation and growth, like new communications
technologies, the development of alternative energy
sources, biotechnology, nanotechnology, industrial robots,
the development of new materials and heath technologies.
Companies can also open up new financing channels.
“Asset managers and Amundi are contributing to this,”
Mr. Perrier pointed out. Companies can also put an
emphasis on quality, and they can continue to expand in
growth areas.

This obsession
with growth, largely
fuelled by the fear
of unemployment,
is now running
up against another
problem: the need
to counteract the
environmental crisis.
As a consequence,
current economic
discourse is calling
into question
the future of growth
itself.

These adaptations will only work if supported by economic
policies, Mr. Perrier stated. “We have to recall that adequate
and pro-growth economic and social policy must complete
the efforts of central bankers, with concrete plans allowing
to embark and mobilize all economic agents in this major
transition,” he said.
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Direct lending: An attractive opportunity for asset managers
Since the 2008 financial crisis, bank deleveraging and the
reduced levels of bank lending have been strong trends in
Europe. Historically, the European economy relies heavily on
bank funding, unlike the US. As a consequence, there was no
established capital market solution able to provide the necessary
liquidity for mid-market corporates. Non-bank financial
intermediaries in the Eurozone have significant potential,
because 75 percent of the continent’s economy is still financed
through banks. By comparison, the US economy is 20 percent
bank-funded, so the substitution of bank lending through
alternative routes is well advanced.
Direct lending is a form of corporate debt and real asset financing,
in which non-bank lenders make loans to companies. The
borrowers are usually small or mid-sized companies rather
than large and listed ones, while the lenders may be wealthy
individuals or asset management firms. Supply-side dislocation
is not the only factor to drive this market opportunity: many midmarket companies want to diversify their funding away from an
over-reliance on a small number of banks. They see the new
breed of direct lending funds, such as asset managers, as good
long term-financing partners.
Institutional investors have long sought to invest in private
debt, for many reasons: to gain diversification (in comparison
to listed and rated credit such as investment grade and high
yield corporate bonds); to access a wider range of issuers; to
accentuate diversification of portfolios; and to capture liquidity
premium and to improve the expected returns of portfolios,
particularly in the low rate environment.
Investment in private debt can be implemented through two
channels: i) Direct investment, and ii) investment through funds,
multi-management activities. Amundi has developed both
activities, with partnerships with banks for the outsourcing /
origination step. Through direct lending, the initial “origination to
distribution” model is evolving into an “investment to origination”
model in the growing continental European market.
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THE CONSEQUENCES
FOR INVESTORS

 Philippe Desfossés
@ph_desfosses

“Central bankers deserve praise for their courage in
venturing into unknown territory,” Mr. Perrier affirmed,
adding: “ In Europe, the situation has improved significantly
— investors have rightly responded favourably to factors
like access to financing, the return of growth to a rate close
to potential, a persistent low interest rate environment, fiscal
leeway, strong competitiveness and improvements in public
deficits.”

#amundiwif16 Aging /
internatio migrations
/ urbanization / lower
growth = megatrends
Asset Management will
have to adapt to
@_ERAFP_ #AFG

However Mr. Perrier cautioned against ignoring the fact that
central banks have taken the financial markets into unknown
and sometimes unusual territory, one in which interest rates
have disappeared, but the notion of risk has not. Yield
curves have disappeared, but risky asset valuation models
remain. Liquidity remains, but the actions of central banks
and regulators, coupled with the frantic search for yield,
are reducing liquidity in some financial markets, thereby
increasing the risk of contagion, volatility and even market
manipulation. And financial stability is mostly artificial while
the debt problems remain unresolved.
Clearly, asset management and asset allocation must
adapt to this challenging environment, one categorized
by tight liquidity management; the universal acceptance
of lower yields (and different risks) on traditional asset
classes; the need to look for yield on real and alternative
asset classes, in particular by capturing liquidity premiums;
the implementation of approaches like factor investing and
Smart Beta; a permanent and reactive asset allocation; and
an emphasis on execution.
Mr. Perrier concluded by stressing that, in the current
environment, it is highly likely that central banks will maintain
their accommodative monetary policies for a long time. That
means that adaptation will not by simply an option – it will be
an imperative.
18
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TACKLING
THE CHALLENGES
AHEAD

Predictions rarely prove wholly
accurate, since no trend is immutable;
and unforeseeable events can,
and often do, intrude dramatically
to alter the course of history. Yet
foresight exercises remain valuable,
allowing us to view the present from
a wider perspective, to understand
it better, and to take early corrective
action against potentially negative
developments.

DAY 1
Thursday, June 2nd

Day 1- Thursday, June 2nd

THE THIRD
INDUSTRIAL
REVOLUTION:

THE ZERO MARGINAL COST
SOCIETY, THE SHARING
ECONOMY, AND THE REVIVAL
OF THE EARTH
KEYNOTE ADDRESS
by Jeremy RIFKIN,
Economist and President of the Foundation
of the Economic Trends

Jeremy Rifkin spoke to the audience at the 2016 Amundi
World Investment Forum on digital connectivity, renewable
energy sources and smart transportation that will allow us to
responsibly shift the way we see the world and our place in it.
22
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THE THREAT
Gross Domestic Product, indeed, the entire global
economy, is slowing, productivity has been waning in every
region of the world for over 50 years and unemployment
remains stubbornly high in every country, especially among
those entering the workforce. Many of our economists are
now projecting twenty more years of declining productivity
and slower growth. At the same time, economic inequality
between the rich and the poor is at the highest point in
human history. At the end of this era, the combined wealth of
the 62 wealthiest human beings in the world now equals the
total accumulated wealth of one-half the human population
living on this planet.
This dire economic reality is now compounded by the
rapid acceleration of climate change brought on by the
increasing emissions of industry-induced global warming
gases. Climate change changes the water cycles of the
Earth – and ours is a watery planet. Our ecosystems have
developed over millions of years based on the water cycles
that traverse the planet. The problem lies in the fact that
for every 1 degree Celsius that the temperature rises here
on Earth, the atmosphere is actually absorbing 7 percent
more precipitation causing a radical change in the way
water is distributed, with more intense precipitation but a
reduction in duration and frequency. The consequences are
more violent water events all over the world, more violent
winter snows, more violent spring flooding, more violent
summer droughts and wildfires, more Category 3, 4 and 5
hurricanes.

At the end of this
era, the combined
wealth of the 62
wealthiest human
beings in the world
now equals the total
accumulated wealth
of one-half the
human population
living on this planet.
 Elodea Laurel
@League Jun 2

Elodea Laurel Retreated
Amundi Is our future
about No Growth
environment?
@Jeremy Rifkin says
it’s happening #Sharing
Economy #disruption
#AmundiWIF16

In the scientific community there have been a number
of sobering publications recently, projecting that in the
next six or seven decades we are going to see storms
unprecedented in human history, destruction of our
infrastructure on a never-before-seen scale, coastal cities
submerged.
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In order to meet this enormous threat, we need a new
economic vision for the world. We need an economic game
plan to deploy that vision and it must be quick. In order
to avoid the worst of this detrimental situation, we must
wean the economy off carbon-based fuels in less than four
decades – a monumental challenge.

A NEW ECONOMIC PARADIGM

O
 scar R. Graña

@Oscar_RGrana Jun 2

Jeremy Rifkin, Economist:
GDP is slowing all over
the world because
productivity has been
declining for 15 years.
#amundiwif16
@Amundi_ENG

Now, a new economic paradigm is emerging that is going
to dramatically change the way we organize economic
life on the planet. The digital economy will revolutionize
every commercial sector, disrupt the workings of virtually
every industry, bring with it unprecedented new economic
opportunities, put millions of people back to work,
democratize economic life and create a more sustainable
low-carbon society to mitigate climate change.
Digital: A new Industrial Revolution?
The issue of technological progress
The spectre of decades with little or no growth is a scenario
advanced by some authors, who emphasise the inability to
achieve effective productivity gains because growth is also
impacted by unfavourable demographic trends, the debt burden,
low investment, social inequality, the environmental crisis, and
other factors. Technological progress, productivity gains and
investment are therefore key elements of both growth potential
and actual growth and, as such, are at the core of the debate
on secular stagnation. Investments that are the most promising
in terms of innovation and growth (new communications
technologies, the development of alternative energy sources,
biotechnology, nanotechnology, industrial robots, the
development of new materials and heath technologies, for
example), some of which are already regarded as the Fourth
Industrial Revolution or “Industry 4.0”, should be encouraged.
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To grasp the enormity of the economic change that is taking
place, we need to understand the technological forces
that have given rise to new economic systems throughout
history. Every great economic paradigm requires three
elements, each of which interacts with the other to enable
the system to operate as a whole: new communication
technologies to more efficiently manage economic activity;
new sources of energy to more efficiently power economic
activity; and new modes of transportation to more efficiently
move economic activity.

 Jovan Ponsioen

@JovanPonsioen Jun 2

Jeremy Rifkin: “we need a
new economic vision, and
it better be compelling”
#AmundiWIF16

In the 19 th century, steam-powered printing and the
telegraph, abundant coal and locomotives on national rail
systems gave rise to the First Industrial Revolution. In the
20th century, centralized electricity, the telephone, radio and
television, cheap oil and internal combustion vehicles on
national road systems converged to create an infrastructure
for the Second Industrial Revolution.

ENTER THE THIRD INDUSTRIAL
REVOLUTION
Today, we are laying the groundwork for the Third Industrial
Revolution. The digitalized communication Internet is
converging with a digitalized, renewable “Energy Internet”
and a digitalized, automated “Transportation and Logistics
Internet” to create a super “Internet of Things” infrastructure.
In the Internet of Things era, sensors will be embedded into
every device and appliance, allowing them to communicate
with each other and Internet users, providing up-to-themoment data on the managing, powering and moving of
economic activity.
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By 2030, these sensors will connect the human and natural
environment in a global distributed intelligent network,
effectively acting as a global brain. For the first time in history,
the entire human race can collaborate directly with one
another, democratizing economic life.
The digitalization of communication, energy and
transportation also raises risks and challenges, not the least
of which are guaranteeing network neutrality, preventing the
creation of new corporate monopolies, protecting personal
privacy, ensuring data security and thwarting cybercrime
and cyber terrorism.

For the first time
in history, the entire
human race can
collaborate directly
with one another,
democratizing
economic life.

THE SHARING ECONOMY
In this expanded digital economy, private enterprises
connected to the Internet of Things can use Big Data and
analytics to develop algorithms that speed efficiency,
increase productivity and dramatically lower the marginal
cost of producing and distributing goods and services,
making European businesses more competitive in an
emerging post-carbon global marketplace.
The marginal cost of some goods and services will even
approach zero, allowing millions of pro-sellers — those
who are not just sellers and buyers and owners and
workers — connected to the Internet of Things to produce
and exchange goods and services with one another for
nearly free in the growing Sharing Economy. Already, a
digital generation is producing and sharing music, videos,
news blogs, social media, free e-books, massive open
online college courses and other virtual goods at near zero
marginal cost. The near zero marginal cost phenomenon
brought the music industry to its knees, shook the television
industry, forced newspapers and magazines out of business
and crippled the book publishing market.

Already, a digital
generation is
producing and
sharing music,
videos, news blogs,
social media, free
e-books, massive
open online college
courses and other
virtual goods at near
zero marginal cost.

26
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

While many traditional industries suffered, the zero
marginal cost phenomenon also gave rise to a spate
of new entrepreneurial enterprises including Google,
Facebook, Twitter, YouTube and thousands of other
Internet companies, which reaped profits by creating new
applications and establishing the networks that allow the
Sharing Economy to flourish.
The evolving Internet of Things will allow conventional
businesses enterprises, as well as millions of pro-sellers,
to make and distribute their own renewable energy, use
driverless electric and fuel-cell vehicles in automated carsharing services and manufacture products and other
goods at very low marginal cost in the market exchange
economy, or at near zero marginal cost in the Sharing
Economy, just as they now do with information goods.



S
 ebastien
TurbotVerified account
@sturbot Jun 2
Paris, France

@JeremyRifkin explains
that we have 4 decades
to exit the #carbon
#economy #AmundiWIF16
#environment
#climatechange

In Germany, for example, three percent of electricity is now
solar and wind, with zero marginal cost. And it is set to go
up to 35 percent in five years, and to 45 percent by 2040.
Fixed costs are plummeting, and solar and wind are on an
exponential curve, just like computers.
Does that mean that’s the end of the power companies?
No. It simply means they have to change their model. In
Germany, farmers, consumers, neighbourhoods have
gone to the bank, and they have all created electricity
cooperatives, effectively producing their own energy. Poorer
power companies are producing less than seven percent of
the country’s energy, and they are unable to scale laterally,
only vertically. In just ten years, they have suffered the same
fate the newspaper industry, book publishing television and
the music industry — getting caught by low marginal costs,
heading toward zero.
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They are also moving on this revolution in China. The
Chairman of the State Grid Corporation of China, the
biggest electricity grid in the world, announced an $82
billion dollar four-year commitment to digitalize the electricity
grid of China starting this year, so millions of people in China
can produce their own solar and wind energy.
The pressing question is, how we can we in the rest of the
world begin to explore a new approaches like this? The
answer essentially requires us to move from geopolitics
to biosphere consciousness in one generation. If we
stay in the second industrial revolution, we are lost. The
model of the Third Industrial Revolution is the only way we
know to effectively address climate change, and now the
mission is even greater. A transformation to the Internet of
things can begin here and now. We must invest in where
the productivity is going, and then partner with others in
the financial community and government to ensure that
we systematically lay out this infrastructure to ensure a
sustainable future for all.
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Day 1- Thursday, June 2nd

IDENTIFYING
MACROECONOMIC
AND FINANCIAL
MEGATRENDS
ROUNDTABLE

With:
Arundhati
BHATTACHARYA,
Chairman of State
Bank of India

Olivier
BLANCHARD,
Former adviser
and Chief
Economist
at the International
Monetary Fund

Florence
EID-OAKDEN,
CEO and Chief
Economist
of Arabia Monitor

Philippe
ITHURBIDE
Chief Economist
at Amundi

Moderated by:

Adrian
DEARNELL,
Financial Journalist,
Founding Partner
of EuroBusiness
Media

While the economic and financial environment remains
unstable, having a sharp understanding of the influences on
our industry and, consequently, on investment decisions is
crucial. Arundhati Bhattacharya, Olivier Blanchard, Florence
Eid-Oakden and Philippe Ithurbide discussed these topical
issues and how they impact the Asset Management landscape
and the world at large on the first day of Amundi’s 2016 World
Investment Forum.
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THE FEDERAL RESERVE:
BEHIND THE CURVE?
On the question of whether the Federal Reserve is behind
the curve and taking action too late, Olivier Blanchard,
former Chief Economist of the International Monetary Fund
was clear: “I do not think the Fed is behind the curve, but we
are very close to it. In the US, we are creating about 150,000
jobs a month, to keep unemployment constant we need
about 70,000, so if you assume the numbers will be like that
for about a year, there will be 4 percent unemployment in a
year. That could put pressure on inflation, not an enormous
amount but some. So, I think that, given the time it takes
time for interest rates to affect activity, now is a good time for
the Fed to make a move,” he said.

I do not think the
Fed is behind the
curve, but we are
very close to it.
Olivier BLANCHARD

Philippe Ithurbide added, “The Fed is not doing exactly
what they were supposed to do in that they wanted to exit
QE and they cannot. They continue to replace the papers
coming to maturity. They wanted to tighten, to send a
message or to have room to manoeuvre in case of crisis,
and they didn’t do it. In that sense they are behind the curve
but nobody is complaining at this stage, which is important.”
The Fed: in a very uncomfortable position
If we simply refer to past tightening cycles vs. business cycles,
we can easily say the Fed is behind the curve. Of course, the postcrisis is so particular that it is difficult to compare cycles. In any
case, the Fed wanted to exit QE, and they continue to replace
maturing paper. The Fed wanted to tighten — they tightened
once, in December 2015, preparing markets for a new round in
the summer of 2016.
Even Fed governors admit there is no room to manoeuver should
the economy turn to recession Janet Yellen has already referred
to the possibility, if needed, to apply a QE programme again. One
must keep in mind that in 2004-2006, just before the financial
crisis, the Fed tightened 17 times in 17 FOMC, and it cut interest
rates back to zero following the crisis. Even without expecting a
recession or a QE4, the US central bank is in a very uncomfortable
position: Indeed, since 1945, the United States has had 12 major
tightening cycles — and all but three resulted in a recession
within two years.
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THE OIL PRICE PARADOX
The low price of oil can be seen as a two-sided coin. While
it means increased purchasing power for households,
increased consumption and better profit margins for
companies, it also has a negative impact on growth in
emerging economies and oil-producing countries. On
balance then, is it a benefit or not?
Florence Eid-Oakden pointed out that Egypt, for example,
which is an oil-importing country with 100 million people,
benefitted from lower prices. However, because Egypt does
not exist in a bubble and is part of the global economy, it
then found any benefit it experienced was temporary.
“Lower global growth means the FDI dries up, trade dries
up and investment dries up, which effects currency,”
Ms. Eid-Oakden explained. “There is pressure on reserves,
there is no growth — it is a very complex situation. One
usually thinks an economy like Egypt’s, or, to give another
example, Brazil, which has suffered similar outcomes, does
benefit from low oil prices. Low prices are good for them,
but not so low that they contribute to a serious slow-down in
the global economy,“ she concluded.
Why has the decline in oil prices been so worrying?
The financial markets normally respond favourably to lower
crude oil prices, for a number of reasons:
• The biggest counter-shock in recent decades;
• Lower prices are good for commodity consuming countries;
• They improve businesses’ margins and profits;
•T
 hey push price indexes further down, particularly in
developing countries, which provides greater leeway in
monetary policy, for example;
•T
 hey support growth and domestic demand at a time when
the latter is the main driver of growth (excluding public
spending).
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Since mid-2015, the sharp decline in crude oil prices has
frightened the financial markets. What is the reason for this
reaction?
•T
 he low prices have weakened oil-producing countries,
making them vulnerable (Saudi Arabia, the Persian Gulf
countries in general, Canada, Norway, etc.) and in some cases
exposing them to extreme difficulty (Venezuela, Azerbaijan).
The result is a surge in country risk;
•T
 hey have generated concern that companies in the energy
sector (see the weight of the energy sector in US high yield)
may go into default or bankruptcy;
• I n this context, financial securities (especially in the banking
sector) have also become much more vulnerable, with their
exposure to the energy sector becoming critical;
•T
 he drop in crude oil prices has driven down inflation
indicators just as central banks, especially in Japan and the
Eurozone, want to see inflation or inflation anticipations rise,
compromising the effectiveness of earlier measures;
•T
 hey impact the reserves of certain sovereign wealth funds
(oil funds and SWFs in general), which may have to sell off their
portfolios to boost governmental liquidity back-up.

For oil exporters, the impact may be more positive than what
might be surmised at first glance. Saudi Arabia’s Minister
of Petroleum has made his country’s desire to establish
leadership over OPEC policy very clear in recent talks.
“Saudi Arabia has drawn a firm line with respect to their
position. There will likely be no deal on supply and they have
been clear in their desire to do what they think is best rather
than coordinating with Iran. The chance of coordinating
with Russia for the time being is also off the table,” said
Ms. Eid-Oakden. “There is a positive impact from all of this on
the economies of the Gulf. It may not seem that way on the
surface when looking at the drop in the reserves, but there
is a lot going on that is causing these countries to reconsider
their domestic policy, and this is an opportunity for them to
swallow the bitter pill they have known has been coming for
a while and get out in front of it,” Ms. Eid-Oakden affirmed.
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SECULAR STAGNATION
AND GROWTH GENERATION
Speaking on alternatives to negative interest rates for
growth generation, Mr. Ithurbide noted that the best
option would be to focus on the tax, fiscal and income
policies, for example, or to focus on investment and
corporate tax. ‘To exit secular stagnation you need to
address innovation, you have to address demographic
issues, and you need to favour employment. All in all it is
a very complex issue. Accompanying the central banks
with a fiscal and tax policy would be the most important
measure for managing this issue at this stage,” he said.
How do we exit stagnation?
That’s been, without a doubt, the big question in recent years.
We believe six courses of action are possible:
•P
 ursue the target of higher employment, with fiscal, tax and
income policies accompanying monetary policies;
• F ocus on the role of SMEs in our economies, access to
financing, tax support;
•P
 lay a leading role in the digital economy and in innovative
sectors (robotisation, biotechs) as a way to improve
productivity gains and therefore potential growth;
•C
 urb the debt trend to alleviate the burden on economic
policies;
• L ook for higher inflation to alleviate the burden of the debt and
to reverse the deflationary and vicious circle “lower prices –
lower consumption – lower prices”;
• Rely on the medium-term impact of structural reforms;
• F ight demographic trends and favour international
migration flows as a way to improve potential growth.
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Florence Eid-Oakden added her thoughts on secular
stagnation and the end of cycles, saying: “We certainly
have some cycles in the world that I would like to see end.
Amongst oil exporters, for example, there are some fairly
unhealthy cycles that have been there for a while and they
need to be exited. Serious reconsideration of the structure
of their economies is underway and that is a very welcome
development. I think that unless these questions are asked
and unless these economies are restructured, we are
going to have a series of problems continuing to emerge
from them and cause problems in other parts of the world.
Unemployment is spilling over into other parts of the world,
causing other geopolitical problems. I think that aspect of it
is probable the end of a cycle and I think it is a very welcome
end of the cycle.”

THE DEATH OF INFLATION
On the subject of inflation targeting by central banks, Mr.
Blanchard said that inflation depends on the unemployment
gap — the higher unemployment, the more pressure on
inflation and our expectations of inflation. “We are in a place
where expectations of inflation are moving a great deal and
in many countries there is a very large unemployment gap.
I think that is the reason why in the Eurozone we are not
able to get to 2 percent but this is why in the US inflation is
starting to increase. I do not think there is a puzzle and I think
we will see inflation, again, in our lifetime,” he concluded.

Amongst
oil exporters, for
example, there
are some fairly
unhealthy cycles
that have been there
for a while and they
need to be exited.
Serious
reconsideration of
the structure of
their economies is
underway and that
is a very welcome
development.
Florence EID-OAKDEN
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Inflation is not dead. It will never die. It is just sleeping.
Why is inflation sleeping? Because of lower commodity
prices, very small wage increases, tough competition through
globalisation, lower growth, potential growth being revised
down, the threat of inflation is subdued.
How long will it last? Any change in commodity prices and tax
policies may push prices up.
Inflation is not a threat for the Fed so far, but inflation is rising
and is now close to the target. As a consequence, it paves the
way for further monetary tightening, all things being equal.
Regarding Japan and the Eurozone, a rise in inflation would be
a plus considering that both BoJ and ECB still fight deflationary
pressures. Wage inflation is often considered as a solution in
some countries and it has been suggested by some officials, in
Germany, for example.

Arundhati Bhattacharya provided the Indian perspective
on inflation, noting that in that country they are targeting
inflation, attempting to lower it with a prediction of plus 5
percent by the end of the year.
“Inflation in a country like India, which has a very large
demography, has its own particular challenges. Essentially,
you must destroy demand in order to bring it down. At the
same time, it does cause a lot of suffering because demands
are huge and you create a further gap. Inflation is basically a
tax on everybody, so it is something that needs to be fought.
In India, it is something that we believe has to be controlled
but it has to also happen,” she said.

S
 rinivas Jain
@srinivasjain Jun 2

SBI’s Ms Arundhati
Bhattacharya at
#AmundiWIF16 - Indian
govt has been smart in
taking advantage of soft
crude oil prices

Ms. Eid-Oakden agreed, saying, “By no means is inflation
dead in the economies I look at. I think that the cycle of
low oil prices has forced subsidy cuts and we are seeing
inflation start to rise again, so my fear is that inflation will start
to rise too quickly for some of the countries with pegged
currencies.”
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Mr. Ithurbide noted that the real question was not whether
inflation was dead, but rather how far we go in terms of
complacency or excessive rigour. He insisted that we must
avoid becoming complacent when inflation is close to the
target, but excessive rigour can be dramatic too. “The
central bank we have in the Eurozone has a single mission:
price stability — in other words to fight against inflation. I do
not know if I can change the mission, but it is clear that we
cannot have a single mission of price stability because when
you are in a deep mess after a huge crisis, amid secular
stagnation fears, you cannot continue to fight inflation.”
AN INTERVIEW WITH BARRY EICHENGREEN
Mr. Eichengreen joined the 2016 Amundi World
Investment Forum via video to give his views the day’s
most pressing issues. Speaking on the ECB’s monetary
policy and whether negative interest rates in Europe
pose a threat to economic growth, Mr. Eichengreen
was clear on the matter, saying: “The European Central
Bank has been behind the curve for quite some time.
They finally turned to quantitative easing a year and a half
ago, becoming part of the solution rather than part of the
problem. Their QE program has therefore been broadly
positive in its effects. On the other hand, negative interest
rates, which hit the net interest margins of the banks,
can damage the banking system, and you cannot have
a robust economy and robust economic growth with a
weak banking system.”

It is clear that we
cannot have a single
mission of price
stability because
when you are in
a deep mess after
a huge crisis, amid
secular stagnation
fears, you cannot
continue to fight
inflation.
Philippe ITHURBIDE

 Ludovic Subran
@Ludovic_Subran Jun 2

@ojblanchard1 calls for
4 percent inflation to
fight secular stagnation
#AmundiWIF16

On whether Europe beginning to resemble Japan’s
deflation and low growth potential, Mr. Eichengreen said
there is indeed a danger, saying, “I take heart in what
European Central Bank has done in terms of quantitative
easing. The demographics in Europe are disturbingly
Japanese and the banking problems are disturbingly
Japanese as well. The banking problems are more easily
remedied, you can intervene quickly and forcefully and
fix the banking system. Fixing the demographic problem
requires a generation, so I think there Europe will be
battling with slow labour force growth for a long time.”
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Does Europe resemble Japan?
There are major similarities: low interest rates, low bond
yields, negative interest rates, a flat yield curve, low growth, low
potential growth, low inflation and QEs.
But there are two major differences:
1. The level of public debt: around 100 percent in the Eurozone
as a whole, vs. 250 percent in japan (95 percent domestic
investors, of which more than 50 percent BoJ at present).
2. Demographics: terrible in Japan, less dramatic (by far)
in Europe. Note that GDP declined in Japan, but thanks to
demographics, GDP per capita continued to rise.
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Day 1- Thursday, June 2nd

KEYNOTE
ADDRESS
by Jim ROGERS,
International Investor

Jim Rogers is a graduate of both Yale and Oxford universities,
a legendary Wall Street investor, Columbia Business School
professor, bestselling author of six books, and holder of multiple
Guinness World Records for two round the world drives.
For the audience at the 2016 Amundi World Investment Forum,
he offered wide-ranging predictions regarding the world’s
political, social, and economic future, touching on topics as
diverse as the importance of learning Mandarin to demographic
shifts and the future of farming.
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What I Am Doing About the World
Today?
Mr. Rogers’ began his address by commenting on the
success of Amundi, which he described as “one of the most
astonishing stories I have come across.” Turning to the
subject at hand, Mr. Rogers was adamant that a disciplined
approach to understanding where the world is coming from,
and where it is heading, is fundamental to making the right
investment decisions.
After a tremendously successful but brief career in New
York, Rogers retired at the age of 37 to travel the world
that he had so much success anticipating. On two world
tours, one of which took three years and covered 245,000
kilometres through 116 countries, he observed shifting
economic and political realities first hand, and his travels
have led him to many conclusions regarding the world of
today and tomorrow.

China is going to
have problems but it
is going to come out
of those problems
just as America did
and will become
the most successful
country in the
21st century.

Mr. Rogers predicts that the 21st century will be China’s
century, in the same way that the 20th was the United
States’ and the 19th Great Britain’s. For this reason, he has
moved his family to multilingual Singapore, so that his two
daughters could grow up speaking both Mandarin and
English.
He did acknowledge that China would experience
problems. “Right now, they have huge amounts of debt
built up. They have not had a recession in 25 years. Most
countries have recessions every four to seven years, so
China is going to have problems but it is going to come out
of those problems just as America did and will become the
most successful country in the 21st century,” he asserted.

41
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

Opening the capital account: a key challenge for China
China wants to develop a debt market to attract capital flows
from abroad and to finance the accumulation of debt. The idea
is to alleviate part of the burden on domestic investors, including
State Owned Enterprises (SOEs). It is certainly a good idea, but
the reduction of capital controls simply means China will have
to accept either a less independent monetary policy, or a more
flexible exchange rate, or both. In other words, China will have
to accept a massive change in the way the monetary policy is
managed.
Developing an offshore market means part of the debt will not
follow rules, controls and constraints of the onshore market. It
also means that liquidity and valuation might be in the hands
of foreign banks. Investors will also ask for higher transparency
on economic indicators, on independency of statistical offices,
on SOEs, on monetary, fiscal, tax and FX policies. This would be
the price to pay to limit the country risk premium on top of bond
issues. Last but not least, the larger activity of foreign investors
implies higher volatility and higher turnover, impacting yields
and FX rate of the Yuan.

Speaking on his own portfolio, Mr. Rogers revealed that
currently he is short on the US and long on China. “The one
reason I long China is because the government is going
to let the markets make decisions in the future. From an
investment point of view, this is obviously very good for
China and for the world,” he said. He also spoke of the US
dollar, saying, “I am mainly long on the US Dollar because
when turmoil comes in the next two or three years, people
are going to flock to a safe haven. They think the US Dollar
is a safe haven — it is not but, partly because of tradition,
people will go to the US Dollar.” Mr. Rogers said he is
also investing in agriculture and in Russia, two incredibly
unpopular areas to invest because he reasons we are going
to see changes in these areas.

 J osé Miguel Maté
@JMMate Jun 2

Jim Rogers: “Be ready for
turmoil ahead because of
ultra low interest rates...
It will change, they will go
up...!” #AmundiWIF16
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Mr. Rogers then sat down with Adrian Dearnell, Founder
and COO of EuroBusiness Media, to discuss his views on
where we are headed.
Adrian DEARNELL

Regarding emerging markets, do you think that emerging
market benchmarks are relevant today or is each one of
these countries such a unique case that trying to talk about
emerging market investing through benchmark approach is
not relevant?
Jim ROGERS

I am called the ‘Indiana Jones’ of investing because I have
been investing in this market for decades. I never thought
of them as a class — I just would find cheap markets. So to
answer your question, they are not a class. Each one can be
its own disaster or it can be its own great triumph. Therefore,
if you are investing in emerging markets, stop thinking
that way and find the right ones. In fact, just yesterday I
opened my account in Kazakhstan because I hope to be
investing there soon. Nigeria, again they have made major
changes, in this wave that is going to collapse, that would
be an opportunity, so you have to judge them individually,
you cannot judge them as a class, or you will not make any
money.
Adrian DEARNELL

Would you advise a young financial investor today to start
his career in commodities trading?
Jim ROGERS

Unless you love finance, I would not advise you to go into
finance at all. In fact, we have had long periods where the
people who produce real goods were in charge, followed
by long periods where financial types were the masters of
the universe. I hate to tell you that we have had our 30 years
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 Bay

@JeanFrancoisBay Jun 2

My portfolio today:
Long China Short
US @AllJimRogers
#AmundiWIF16
@morningstarfr

and we are now not going to be in a very good place as
a sector. Right now, as you all know, governments all over
the world do not like us, they are taxing us, they are putting
regulations on us. You know that there is huge debt in the
financial community. There was no debt in the financial
community when I started. I used to be a student in Oxford,
in England, and my professors used to say, ‘what is wrong
with you, why are you interested in the stock market? It is
a backwater, it is not relevant, nobody cares.’ Now you go
to Oxford and every kid there is starting a hedge fund in his
room. Everybody is going into finance. In 1958, America
produced 5,000 MBAs; the rest of the world produced
none. Last year, America produced 200,000 MBAs and the
rest of the world produced tens of thousands. Finance is
not a good place to be. If you love it, sure, go into finance
but, otherwise, I would not go into finance in 2017. We have
the wind in our face now.

 J osé Miguel Maté
@JMMate Jun 2

More ideas from J.
Rogers: Long agriculture
after 18 years of worst
under performance.
Most hated market:
Russia =>invest now!
#AmundiWIF16

Emerging Markets: Asset class vs. factor investing?
The term emerging markets (EMs) encompasses such a diverse
range of countries that it has become increasingly misleading
for investors. That is because there are substantial differences
in size and stage of development as well as the pace of economic
growth and potential. Notably, this description fails to recognise
the spectacular progress made by some countries, leaving them
in a healthier position than many developed markets (DMs).
In order to identify investment opportunities and manage
risks across today’s global financial markets, it is important
to recognize the wide disparity between economies within
and between emerging and developed regions. Amundi has
responded by developing a fresh approach to assessing EMs,
which draws attention to these differences through a detailed
analytical framework.
At the moment, the investment community tends to rely on a
number of traditional ways of looking at EMs, which all have
flaws:
•G
 rowth and poverty. This approach provides a useful measure
of a country’s development. But it does not incorporate any
assessment its government’s financial health, making it
impossible to deduce any useful investment conclusions.
•E
 Ms vs DMs. In times of crisis, EMs and DMs tend to perform as
distinct groups. But when the global economy is growing, there
tend to be wide differences between them.
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•R
 egional. Countries within regions often share common
features and moving between them can work as an asset
allocation strategy. But we can improve this strategy.
• Sub indices. The BRICS, Next11 and New Frontier groups
have been used to create passive investment vehicles without
distinguishing between the individual countries within them
or fluctuating conditions.
Amundi’s new approach seeks to overcome these issues by
breaking down EMs into groups that focus on the key economic
factors and features of individual countries. It reveals that some
EMs are in much better shape than many DMs, highlighting
that many of these countries have gone beyond the “emerging”
phase.
In the first stage, we score the largest EMs based on quarterly
macroeconomic data (growth, inflation/deflation, financial
vulnerability, banking sector, public debt, private debt). Our
second step uses ACPs and tools which analyse the distortions
/ stability of groups over time and the different factors. Lastly,
Amundi uses an analytical technique known as the hierarchical
ascendant classification (HAC) method to process these scores.
Countries such as Brazil and Russia on one hand, or South Africa
and Argentina on the other are extremely similar, even if they
come from different continents. However, Russia and other
Eastern and Central Europe countries are remote, while we
would be tempted, at first glance, to consider the list of countries
as a group. These conclusions, amongst others, help investors
make more informed decisions when allocating capital on EM
countries.

Adrian DEARNELL

Having said that, should somebody go into commodities
today?
Jim ROGERS

If you are going into finance, you should go into commodities
more than any other, or Chinese finance, as the Chinese
have not had a financial industry for a long time, for reasons
we all know. Before the Second World War, Shanghai was
the largest financial centre in the world between New York
and London. It will be again. The Chinese government
is doing everything it can to develop a financial industry.
Therefore, if you do not like being in finance in the West,
either learn to drive a tractor or move to China.
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 Bay

Adrian DEARNELL

What your thoughts on sustainable investing and
decarbonisation?
Jim ROGERS

I am not investing in either. If you can find sustainable wind
power or some of the other alternative energies, yes, you
are going to make a huge fortune. The problem is that most
of those sources of energy are not competitive with real or
natural energy. Now, if you can get subsidies, of course,
you will make a lot of money but it is not my style to invest
in subsidized industries. I prefer something that is real and
competitive.
Adrian DEARNELL

Let us come to China, which is something that you feel
passionately about. Can China be successful without
political and social reform?
Jim ROGERS

Since the first time I went to China, in 1984, the
country has changed enormously. There are now over
50,000 demonstrations in China every year and many
media outlets. They change the government every five
to ten years. Now, maybe your question is will we have
revolution and disaster? Suppose they have revolution,
they are not going to go toward the left. On the contrary,
there will be even more capitalists than there was before.
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@JeanFrancoisBay Jun 2

Macro Bets : China,
Russia, Commodities,
Agriculture @AllJimRogers
#AmundiWIF16
@morningstarfr

Adrian DEARNELL

Again, China decided to alter its foreign exchange policy this
year. Do you think a hard landing is unavoidable?
Jim ROGERS

China is going to have bankruptcies. China has not had
bankruptcies for decades but the government has said
they are going to let people go bankrupt. Now, I hope
they mean it. It will be good for China and it will be good
for the world. As I said before, it has been over 25 years
since China had a significant economic setback. That is
enormously unusual, so the next time around, we are going
to have bankruptcies, setbacks, problems, very unhappy
people, turmoil and what I hope it will be an opportunity.
The Chinese have a wonderful expression, wei ji bu nan,
which means opportunity and disaster are the same thing.
Whenever there is a disaster, there is opportunity.

The Chinese
have a wonderful
expression, wei
ji yu gan, which
means opportunity
and disaster are
the same thing.
Whenever there is
a disaster, there is
opportunity.
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Towards a hard landing in China?
Some economists have been predicting a hard landing in
China for more than 10 years, and some have been referring for
a long time to a slowdown. For the time being, the first camp
has lost the battle. There has been no hard landing, but China’s
business model has changed in the past decade. Growth is not
as export-led as it used to be, and internal demand became the
key driver for growth. Such a good move has some drawbacks:
there are signs of excessive lending, debt is ballooning, industrial
competitiveness has eroded and productivity gains fell. In simple
terms, potential growth is down. The question is not whether
future and potential growth will be lower. That is already a given.
Rather, it is whether growth risks falling sharply (and far) below
its potential (5 percent at present vs. 10 percent 15 years ago)—
in other words, the question is whether China will experience a
large-scale economic crisis. A more severe contraction of Chinese
growth would add to an already long list of global deflationary
pressures.
How to define a hard landing for China? This is difficult to
answer. We must remember Japan in the 1970s, when growth at
3 percent was perceived as a hard landing.
Is China still capable of avoiding a hard landing? The
economic slowdown is an inescapable fact, and as potential
growth declines, the probability of cycles, including recession
periods, increases. We nevertheless anticipate growth of around
6 percent in 2016 and 2017.
What is the price to pay for avoiding a hard landing? It is
undoubtedly an increase in debt (not a new trend, considering
that the bulk of the increase in EMG debt has developed in China).
Does the GDP figure matter? Yes — and no. The most important is
about the GDP breakdown. It has changed (and is still changing),
with Chinese growth being less and less export-led and more
and more internal demand-led.
In conclusion, a hard landing scenario would have a very negative
impact, and its cascading effects would be especially disastrous:
vulnerability in the banking systems and in the financial system,
vulnerability from China’s public and private debt, impact on
commodities and emerging countries, impact on the currencies
of commodity-exporting countries, advanced countries, and
emerging countries, to name but a few consequences.
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Day 1- Thursday, June 2nd

REVIEWING
ASSET AND RISK
ALLOCATION
ROUNDTABLE

With:
Amin RAJAN,
CEO of CREATE–
Research

Pascal
BLANQUÉ,
Global Head of
Institutional Division
at Amundi & Chief
Investment Officer

Romain
BOSCHER,
Global Head of
Equity at Amundi

Éric BRARD,
Global Head
of Fixed Income
at Amundi

Moderated by:

Adrian
DEARNELL,
Financial Journalist,
Founding Partner
of EuroBusiness
Media

At a time when financial markets are distorted by central bank
intervention and rallies are less frequent, it has become increasingly important to consider long-term trends within the
asset allocation process. But which investment strategies
can deliver the highest returns to investors? Pascal Blanqué,
Romain Boscher Eric Brard and Amin Rajan took a deep dive
into these issues.
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MONETARY POLICY:
A NON-IMPACT
ON ASSET ALLOCATION
In today’s context of aggressive monetary policies, including
quantitative easing and negative interest rates, logically
we should see a shift in asset allocation. However, Pascal
Blanqué asserted that this is definitely not the case:
“Actually, most strategic asset allocations are suboptimal
today and my view is that they will hit the wall in the five years
to come, due to interest rates likely remaining extremely low
and the combination of a savings glut, a QE glut, and secular
stagnation.”
Low rates and fixed income portfolio management:
Three major impacts
Put simply, a low interest rate environment impacts portfolio
management (pension funds, asset managers, insurance
companies) in three main ways:
The effects on cash flows: As interest rates move lower,
securities coming to maturity and regular cash flows are
gradually reinvested at lower rates, which detracts from
performance.

Actually, most
strategic asset
allocations are
suboptimal today
and my view is
that they will hit
the wall in the five
years to come, due
to interest rates
likely remaining
extremely low and
the combination of
a savings glut, a QE
glut, and secular
stagnation.
Pascal BLANQUÉ

Reinvestment risk: The second factor involved in the
deteriorating situation facing insurers, pension funds and
other fund managers. Securities coming to maturity and cash
flows are necessarily reinvested at lower rates. Moreover,
newcomers to a fund cause overall performance (and the
earnings of the initial investors) to falter. Not only does this
have a negative impact on total return but it makes the fund
vulnerable to future interest rate hikes: a disproportionate
interest rate decline creates asymmetric risks.
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The effects of valuing liabilities: This is crucial for insurers and
pension funds, whose liabilities are a key pillar of their solvency.
Liabilities are all the higher when interest rates are low and
meeting solvency margin requirements imposed by regulators
becomes a difficult exercise. By definition, life insurers have
a longer duration for their liabilities than for their assets. As a
result, any further decline in interest rates widens the duration
gap and degrades their solvency because the value of their
liabilities increases faster than the value of their assets. The same
goes for pension funds. For asset management companies, lower
interest rates and diminishing returns can create problems for
assets in the form of sudden massive withdrawals, as investors
switch to other instruments with less risk and greater returns
(search for yield, search for spreads, search for value). It is not
the same problem facing pension funds and insurers but asset
management companies must accurately model their liabilities
to address this type of contingency in the knowledge that a low
interest rate environment may particularly undermine some
funds over others.

Mr. Blanqué explained further, noting that currently there is
an excess of savings and reserves at the world level parked
in low yielding assets with a large bias towards core bonds.
Secondly, despite the fact that interest rates gradually fell
into negative territories, asset allocations have hardly
changed, with a 35 percent average cash component at
private banks. The third element of the situation is the fact
that the savings accelerator, or, as central bankers call it,
the “portfolio balance effect” has not materialized and the
savings accelerator has not accelerated. There are many
reasons for this: timelag, a combination of regulatory
standards, solvency in the transferred space, fear, internal
limits and, in some cases, career management. In addition
to a lack of investment opportunities, Mr. Blanqué noted that
the key rationale to negative interest rates was for people to
save more and not less.

52
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

Negative interest rates: Why the distrust?
The impact of negative rates on the economy, investments and
savings behaviour is not efficient due to negative drivers:
1. Additional rate cuts are unnecessary: Access to financing
has improved considerably in two years, more so since the
implementation of the QE programme, which has anchored
interest rates at a low level for a long time;
2. A decline in bank deposits with the ECB does not guarantee
an additional increase in bank loans to businesses in the
most disadvantaged zones;
3. If the banks do have liquidities, it is precisely because the
ECB is injecting them in quantity – one mustn’t confuse
causes with consequences;
4. T he drop in deposit rates is dragging down banks’
profitability (all banks, whether in the core zone or on the
periphery) just when they are being shaken up by the markets
and even being asked to give the economy more credit;
5. The continued decline in rates is feeding into fears of
deflation more than it is fighting them;
6. An excessive cut in rates inevitably creates abnormal,
excessive valuations;
7. B
 y sending short-term and long-term interest rates into
negative territory, the ECB is also sending negative messages
to the financial markets.

THE PENSION FUND PERSPECTIVE
Speaking from the perspective of pension funds, Amin
Rajan remarked on the how pension plans are responding
to financial repression, and whether there is a potential
long-term change in investment positioning: “Quite a lot of
changes are, in fact, occurring. There are some changes
on the asset allocation side, particularly in the techniques
of asset allocation. And there are other changes that really
apply to the arrival of new asset classes.”
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In terms of asset allocation, Mr. Rajan said that we are
currently seeing a very broad diversification — taking on
board liquid as well as illiquid assets, developed markets
versus emerging markets and so on. Risk factor investing
has also gained ground. Indeed, approximately 45 percent
of pension funds around the world are either considering
this particular approach or already implementing it. Finally,
about 40 percent of pension plans are moving away from the
tail hedges, which were based on stop loss mechanisms or
options contracts. Instead, we see a response to dynamic
investing as a way of managing risk as well. There have also
been changes in the way assets are being managed.

 Jovan Ponsioen

@JovanPonsioen Jun 2

Pascal Blanqué: Emerging
markets has been the
biggest disappointment in
the last 4 years, but now
we are at a tipping point
#AmundiWIF16

As for asset classes, traditionally there has always been two
buckets — the enhanced returns bucket and the hedging
bucket. But now, new asset classes have been added to
each bucket. “For example, in the returns bucket we have
seen the arrival of private debt, we have seen the arrival
of distressed debt, and quite a lot of hedging funds are
actually investing in these areas. On the hedging side, a lot
of investment is going into private equity, into infrastructure,
into unit savings, and also into new asset classes like
student accommodation, for example, or farmland, or
mobile masts,” he said.
“What we are seeing is a move towards both taking on new
approaches and implementing new asset classes. What I
would like to emphasize, however, is the fact that we are
not really talking about dramatic changes here because the
scope for making big changes in today’s environment is very
limited. People are very scared about making big moves, in
case it fails and they turn out to be wrong. We are also talking
about organizations that never go into anything unless it has
been tried and tested by time and events, so we are really
talking about baby steps here,” he concluded.

54
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

NEGATIVE RATES:
IMPACTS ON FIXED INCOME
AND EQUITY MARKETS
On whether the current market conditions signal the end of
fixed income asset management, Eric Brard was positive,
saying, “The good news is that this situation, at least,
pushes us collectively to reassess everything. One might
ask, ‘Why should I keep this very liquid money market fund
which is not delivering performance anymore, when I can,
just by pushing my investment horizon a bit, switch to some
other money market fund that is doing better?’ It is all about
reassessing risk and taking into account the reality of our
constraints and liabilities. The second bit of good news is
that even with a very deep negative rate we shouldn’t need
to mix up levels of yields and performance when it comes to
physical management. When you buy a negatively yielding
bond in the market, which, after three months in is even
deeper negative territory, you still make money. So there are
of internal opportunities in this market,” he affirmed.

It is all about
reassessing risk and
taking into account
the reality of our
constraints and
liabilities.
Eric Brard

How to add value in a low interest rate environment?
We suggest a number of solutions:
• Extend portfolio durations
• Accept more credit risk (more credit, lower ratings, etc.)
• Add leverage
• Take advantage of distortions in the yield curves
•S
 earch for assets that are undervalued because they are being
shunned
•S
 eek out assets with higher yields and lower volatility (ABS,
infrastructure, private debt, etc.)
• Add a forex component to portfolios
• Capture liquidity premiums
•R
 eview the construction of the benchmarks we use (“Smart
Beta” approaches)
• Better assess investment factors (“factor investing” strategies,
•T
 ake benefit from the new Big Data / smart data environment to
better understand information and trends,
• Focus more on real assets
• Allocate more to absolute return strategies
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Romain Boscher addressed the equity market implications
of this negative rate environment, saying, “Historically, the
floor is the limit, so as soon as we discovered uncharted
territories, we tended to say, ‘Let our imagination do the job’
because, to be frank, all the old-fashioned models are no
longer valid.”
Explaining further, Mr. Boscher said that there have been
two phases: the first, in which interest rates fell faster than
expected revenue, meant reasonably good news for
equities, with valuation rising eventually to bubble territories.
The current phase is completely different. Negative interest
rates are being discounted, which means that deflationary
risk is clearly being taken into consideration. “And I can
tell you that if we are staying for long in this deflationary
environment it will spoil the party for equities too,” he
concluded.

If we are
staying for long in
this deflationary
environment it will
spoil the party for
equities.
Romain Boscher

EMERGING MARKETS:
WHEN, HOW – AND WHY?
Are emerging markets on the point of a return to favour?
Panellists were asked whether they believed a renewed
positive status for emerging markets was imminent and
if it would last. Mr. Blanqué remarked that the question is
not when – “It is now,” he affirmed. The question rather is
how, he said. “Emerging markets have been the biggest
disappointment over the last four years, and there are many
lessons to be learned. Investors have been trapped by
simplistic stories about emerging markets and currencies
that can only go up,” he said. This marketing bubble then
burst, leading to a global re-mapping of out-flows over the
last four years. “I do think that we are at the turning point. I
expect big money from the institutional side of the equation,
and this global institutional money is ready to be redeployed
in the emerging space,” he stated.
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How will shift happen? “People are ready to come back
into the emerging market space, but this time it there will
be a different approach,” Mr. Blanqué explained. This
new approach will include a departure from traditional
benchmarks: “It is critical to think beyond classical
distinctions, such as America versus Asia. Many investors
have been trapped in the definition of global emerging
benchmarks — and benchmarks are always a lagging
representation of the world,” he said. A more appropriate
approach, which Amundi has adopted and refined, is to
build groups of countries that share common factors,
such as undervaluation of currency, low external debt and
commodity-consuming countries.

 Elodie Laugel
@ELaugel Jun 2

Elodie Laugel Retweeted
Amundi From hunter to
prey stance #negativeYield
#AmundiWIF16

“I think this is one of our biggest growth areas at Amundi on
both the equity and the debt sides,” Mr. Blanqué said.
When we ask why we should prefer emerging markets to
developed ones, the real question is whether the market
is value-pulled or growth-pulled, added Mr. Boscher. “The
beauty of emerging market equities, as of today, is that it is
both the value and the growth-pull. It is still growth-pulled
because emerging markets are showing four percent
growth instead of six percent, but developed markets
are now showing three percent growth instead of three,
so we are still talking about an area in which the pace of
growth remains double that of developed economies,” he
concluded.
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EMG countries: A success story to come?
1st key feature: EMG debt is seen as an oasis of rates and
spreads in an environment of low/negative rates
Rates are negative in Japan all over the curve (except the
30 year bond, which is close to zero). The 10Yr Bund yield
recently fell into negative territories, and 35 percent of
Barclay’s Euro Global Aggregate Index (sovereign, quasisovereign, corporates and financials) bear a negative yield
at present, with a small proportion of yields above 2 percent.
EMG debt still has attractive yields and spreads, which is a
“plus” for investors still chasing yields and spreads.
2nd key feature: Currencies are cheap, a reason to pay
attention to EMG markets
The depreciation of EMG currencies started in 2013, when
the end of the US QE was rumoured. Since then, all factors
played for further depreciation: Russia, Brazil, China, CNY,
commodities, Fed, world growth. EMG currencies are cheap,
with significant undervaluation in some cases.
3rd key feature: FX regimes are flexible, a plus for EMG
economies
EMG countries have been adopting flexible exchange
rates for some years. The depreciation of currencies
has prevented severe internal devaluation (recession /
depression) and favoured stronger recoveries. This is very
different to past crises, when currencies began to depreciate
in the last stages of the financial crisis, after economic
activity collapsed. In other words, undervalued currencies
are attractive.
4th key feature: Debt in USD much lower than in the past
Any USD appreciation is not as disruptive as it used to
be. The structure of the debt has dramatically changed in
the past 15 years, and sensitivity to the USD or to foreign
currencies has declined.
5th key feature: oil down, USD up
All in all, it is not as bad as generally thought for oil producers
with flexible FX rates.
Conclusion: in the past three and a half years, EMG market
asset classes have been completely neglected due to the oil
price counter shock, the end of US QE, hard landing fears
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in China, downward revision in world growth and the downfall
of currencies. It is also due to the overestimation of some risks
and fears (normalisation of the US monetary policy, for example).
As is always the case with neglected asset classes, international
portfolios are underweighted in EMG markets, and valuations
offer attractive entry points. The key features mentioned above
offer strong advantages, assuming four prerequisites are met:
Prerequisite #1: Fed policy has to remain accommodative/softer
than generally thought
Prerequisite #2: China: fears about growth and about the Yuan
are exaggerated
Prerequisite # 3: Oil prices and commodity prices do not decline
further and start to recover
Prerequisite # 4: World growth does not fall further
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Day 1- Thursday, June 2nd

CONCLUSION
by Laurent BERTIAU,
Global Head of Institutional Clients at Amundi

Laurent Bertiau, Global Head of Institutional Clients at Amundi,
summed up the day’s proceedings, sharing what he drew
from the discussions and outlining the next steps towards
establishing a comprehensive investment strategy in today’s
evolving environment.
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Speaking to the audience as the first day of the Amundi
World Investment Forum drew to a close, Mr. Bertiau
listed the four key challenges facing today’s investor: the
low rate environment, which makes it harder to find return
and generate performance; increasing regulations; a lack
of short term visibility, rendering decision-making more
challenging than ever; and the expectation that all of us
— asset managers and asset holders alike — make long
term asset allocation decisions while being judged on short
term performance. “There is a growing disconnect today
between performance evaluation and long-term decisionmaking, at the end of the quarter, at the end of the year,” he
said.
“These four challenges are the reason why it is important
to engage with each other in forums like the Amundi World
Investment Forum. “This ongoing dialogue with you, our
clients and prospects, allows us to align our strategies
with your needs, and tailor our solutions to your long-term
agenda,” he added. Mr. Bertiau pointed out that, in this
context, Amundi has an important role to play as a trusted
partner. As long-term investors, Amundi can relate to client
problems.
But what does the word ‘partner’ mean at Amundi?
Mr. Bertiau said that this question has been painstakingly
debated within Amundi in order to define what it means
to be a good partner for its Institutional clients. The simple
definition, Mr. Bertiau said, is openness and cooperation to
foster long-term relationships based on transparency and
shared vision, for the mutual benefit of both parties.
According to Mr. Bertiau, Amundi has identified five key
factors of partnership success: dedicating significant
resources from senior management to junior resources,
each accountable for the success of the partnership; trust,
developed through close contact and clear communication
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channels across all levels of the hierarchy; the belief
that partners should help each other achieve their longterm goals and that the partnership should be mutually
beneficial; a shared roadmap where common long-term
goals are identified along with planned intermediate
steps in which achievements are monitored and targets
adjusted; and good governance, with the right incentives,
clear responsibilities and mechanisms to fine-tune the
relationship throughout the project in a constructive manner
and ensure the utmost quality delivery.

In a word, the
success of a
partnership depends
on the quality of its
execution.

“In a word, the success of a partnership depends on the
quality of its execution. In fact, cross-fertilization is what
makes forums like today so enriching,” Mr. Bertiau said,
adding, “The Amundi World Investment Forum is an
opportunity, each year, to pursue the conversation with all
of you.”
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RETHINKING
INVESTMENT
FUNDAMENTALS

Traditional approaches to meeting
the dual — and often competing
— objectives of asset growth and
capital preservation have generally
focused on careful diversification
across asset classes to balance risk
and return through multiple market
cycles. But Megatrends have put into
question all many of these approaches.
Understanding their impacts requires
a full review of many fundamental
concepts, from liquidity to strategic
asset allocation, when facing both
current and future investment
challenges.

DAY 2
Friday, June 3rd

Day 2- Friday, June 3rd

OPENING
SPEECH
by Fathi JERFEL,
Global Head of Retail Division at Amundi

Fathi Jerfel, Global Head of Retail Division at Amundi, launched
Day 2 of the Forum by examining the Megatrends that have
a direct impact on today’s asset manager, discussing the
challenges ahead and the solutions that Amundi can provide.
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Addressing the full auditorium at the Carousel du Louvre,
Mr. Jerfel said that, in today’s complex economic
environment, asset managers face three new major
challenges. First, there is more constraining regulation.
Secondly, retail customer expectations are rising higher and
higher. Finally, digital transformation is here to stay. These
three challenges represent both a risk and an opportunity for
asset managers and for their customers.
In looking at the challenge of increasing regulation, notably
in the retail space, Mr. Jerfel noted a number of coming
changes. “More transparency on investment activity and
products will soon be the global norm. Regulators in all
major countries want to better align interests with the end
customer. Fees are under pressure amid this push for more
transparency. In short, our whole ecosystem must adapt,”
he said.
When it comes to customer expectations, Mr. Jerfel
asserted, “End-clients are better informed and more
empowered than ever before.” The Internet allows
consumers to compare products and performance more
easily and brand and customer loyalty are eroding faster
than ever in the Retail space.
“As for Digital, it is clear that technology has become
mission-critical to drive customer engagement,”
Mr. Jerfel stated. Digital allows for data mining on clients
and prospects, operational efficiency and more transparent
regulatory reporting. Today, distributors need Digital experts
– it is vital to their success.

When it comes
to customer
expectations, what
we know is that
end-clients are
better informed and
more empowered
than ever before.

It is clear
that technology
has become
mission-critical
to drive customer
engagement.

The one certainty Mr. Jerfel did touch on is that the way in
which we operate in 2020 will be very different to the way
we operate today, saying, “We must prepare for the future,
together.”
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Thanks to its global presence and expertise, Amundi is
uniquely positioned to help its clients be more successful in
this new environment, Mr. Jerfel asserted, adding, “We are
not here to offer products, but solutions. At Amundi, we will
help you navigate through uncertain waters, as your trusted
partner.”
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Day 2- Friday, June 3rd

THE
PSYCHOLOGY
OF INVESTORS:
DECISIONS AND EXPERIENCES
KEYNOTE ADDRESS
by Daniel KAHNEMAN,
2002 Nobel Laureate
in Economic Science and Psychologist

Daniel Kahneman earned a Nobel Prize for his research that
showed the lapses in human judgment when making economic
decisions. In his talk at the 2016 Amundi World Investment
Forum, Mr. Kahneman said that portfolio managers should try
to have fewer ideas, make fewer changes in their portfolios, and
have less trust in their confidence.
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THE COST OF IDEAS
The main difference between economics and behavioural
economics and between finance and behavioural finance
are the assumptions that are made at the basis of the
theory. There are two main assumptions: one is that
people are rational and the other is that people are selfish.
Psychologically, both of these assumptions make very little
sense, and that is really the origin of behavioural finance and
behavioural economics.
There are economic agents who make large and predictable
mistakes. For example, individuals who invest on their own
characteristically make large and expensive mistakes. If
we analyse individual transaction in which an individual
investor bought a stock and sold another in a single day, it
is safe to assume this transaction is not based on liquidity.
What determines the individual’s behaviour is the belief
that one stock will outperform the other. Now with modern
technology we can easily analyse the outcomes of this
single-day transaction a year later, and the results are quite
astonishing. On average, the stock that a person sold did
better than the stock they bought, but it’s not only that it did
better — it did better by a large amount. The average is 3.4
percent. These results have been replicated many times
over.
This phenomenon leads to a very simple notion: there is
an average cost of having an idea for an investor, and the
average cost is about 3 percent, which is quite a lot. So,
having ideas cost people money, and people have lots of
ideas. Individual investors tend to churn their accounts,
they tend to trade too much, and that they trade too much
seems to be due over-confidence. They believe they know
something that they do not know and this is one essential
characteristic of human beings, which makes them different
from rational beings.

71
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

Research shows that as individual investors, women do
better than men. The reason is quite simple: It is not that they
have fewer costly ideas. Indeed, they may have as many
ideas, but they act on these ideas less. They trade less, and
by trading less, they achieve significantly better results than
many investors. So, that is just one main example of what
happens to individual investors on the market. Clearly, there
are people on the other side of these transactions. The other
people are professionals – not that the professionals know
so much, but the professionals clearly know better than the
individual investors and clearly take advantage of them. It
is because the market consists both of professionals and
individuals that, in these days of computers, it is quite
difficult to make money from psychological assumptions.

CONFIDENCE AND EXPERTISE
Important aspects of the psychology of investors and of
decision-makers in general are confidence and expertise.
What is the origin of confidence? Most of the time, we
feel considerable confidence in our opinions and our
beliefs. In fact, we are generally over-confident. According
to research, this is what causes excessive trading and it
clearly causes a lot of trading in general. This is key – and
psychological research is fairly unequivocal on the matter.
Confidence is not a very good indicator of accuracy. You
can have confidence in opinions that are not accurate at
all. Confidence is primarily a feeling, and it is the feeling of
coherence of the story that you are telling yourself. If the
story that you are telling yourself makes sense, and makes
subjective sense, then you feel confident. It has very little to
do with the quality of the information on which the story is
based.
Expertise and true confidence – valid confidence – is really
something quite different. Expertise is something we know
— we know the conditions under which expertise develops.
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Expertise has two conditions and they are quite clear: first,
you cannot develop expertise unless the environment is
regular and there are consistencies to be internalized. You
can develop expertise in driving, for example, or in chess.
You can develop expertise in poker, because, although
there is a large element of chance, there are also regularities.
But can you develop expertise in picking stocks? This is very
doubtful. In fact, it is probably not the case, because it is
such a highly irregular environment. The second condition
is a vast amount of practice with immediate feedback. You
have to know the consequences of the action: the feedback
has to be clear, rapid and unequivocal.
In the absence of these conditions, the confidence that
you experience is not “good” confidence. In general, if you
want to know whether to trust somebody’s experience and
expertise, you should treat it as you would treat a work of
art. The most important element is not what it looks like. The
most important element providence – where does it come
from? Does it come from true expertise, or does it come
from what many of us call judgment heuristics, which are
very different processes, which also give rise to confidence,
but are not based on the same thing.

Can you develop
expertise in picking
stocks? This is
very doubtful. In
fact, it is probably
not the case,
because it is such
a highly irregular
environment.

BROAD FRAMING
Now, the essence of rationality is what can be called broad
framing. This is the essence of rationality and this is probably
the primary way in which individuals, including individual
investors, deviate from rationality.
A fully rational agent is supposed to have a comprehensive
view. It views consequences in global terms. One of the
major differences between behavioural economics and
standard economics, is that, in standard economics, the
individual agent is supposed to be driven or motivated by
the utility of future wealth and discounted future wealth
and present wealth. In behavioural economics, agents are
supposed to be motivated by something else: gains and
losses.
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This juxtaposition of gains and losses on the one side and
wealth on the other is interesting. Gains and losses are
temporary — they are events. Wealth, on the other hand,
is a state. It is a broader way of looking at things. In fact,
what dominates our behaviour is much more immediate
than considerations of wealth. It is consideration of gains
and losses. That is the essential idea of both behavioural
economics and behavioural finance. A fully rational agent has
a broad view – it has a long horizon. But a basic finding, well
replicated in psychology and decision theory, is that people
are myopic and that they weigh immediate consequences
much more than delayed. There is in fact brain research that
indicates that there are special brain circuits that respond to
relatively immediate consequences, and other brain circuits
that react to more delayed consequences, and we tend to
be more rationale about the more delayed consequences
than about the immediate consequences.
Narrow framing, which is a characteristic of most investors’
thinking, has many manifestations. One of them – and one
of the more important ones – is that people find it unnatural
to take a portfolio view. Here, I am talking not about
professionals, but about the clients of professionals. They
tend to follow the performance of each stock separately.
Many people know the price at which they bought the
stock. And knowing the price at which you bought the stock
is actually a bad idea; you are much better off if you do not
know the price at which you bought the stock.
It turns out that when people have to sell a stock from their
portfolio, they are not rational between winners and losers.
People tend to sell winners and hang on to their losers. The
psychology of that is quite straightforward. When you sell
a stock on which you made money because you sell it for
more than you bought it, then in effect, you score yourself
a success. When you sell a stock for less than you bought
it, you acknowledge a failure. When deciding to sell, people
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have control over whether to give themselves pleasure or
give themselves pain, and they tend to give themselves
pleasure. In other words, they tend to sell winners and hang
on to losers. It turns out to be a bad idea. This is a significant
difference, and a significant part of the 3.4 percent of the
cost of individual ideas.
In any diversified portfolio there will be both winners and
losers, and the consideration that should determine which
you should sell, if any, is certainly not the price at which you
bought it originally. So, a rational investor trades less, much
less than real investors do, and would also trade differently:
would buy different stocks and sell different stocks.
Professional are closer to rationality than individual investors
are.

RATIONALITY
AND LOSS AVERSION
The major discovery that distinguishes “rational” from
“standard” economics is that not only that people respond
to gains and losses, but they respond differentially to gains
and losses, and the main result – the main feature – is
something called loss aversion: the pain of loss seems to be
more intense than the pleasure of gain. And most of us have
an asymmetric reaction to it.
To appreciate how loss-averse you are personally, imagine
you are offered a coin toss –tails you lose 1,000 euros;
heads, you win X euros. The question is, what does X have
to be before the gamble becomes attractive?
The answer is actually surprising: on average, it is over 2,000
euros. That is actually much better than most investements,
and yet when we have to make that naked choice about a
gamble between a loss and a gain, the gain that is needed
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to compensate for the possibility of a loss is about twice as
large, or a little more than twice as large, on the average.
That has been verified in many contexts and in many
different countries. Therefore, the pain of losing appears to
be greater than the pleasure of winning by about 2:1, and
this causes many mistakes.
People, it turns out, are not that averse to risk. For many
reasons, they are not opposed to risk, but they are opposed
to losing and the possibility of loss plays a very significant
part in their decision.
If we take that same example and multiply it, what happens?
Offer a friend a coin toss, with equal probabilities to lose
1,000 euros and win 2,000 euros and they will say they are
not interested. But offer them ten such gambles – your friend
may lose 10 times, and after each time, they will win 2000 or
lose 1000. Of course, the friend accepts the 10 gambles
– indeed, it would be completely irrational not to accept,
because the probability of winning overall is overwhelming
and the expected value is very large.

People, it turns
out, are not that
averse to risk. For
many reasons, they
are not opposed to
risk, but they are
opposed to losing
and the possibility
of loss plays a very
significant part in
their decision.

Now, if you accept ten gambles, should you really be
allowed to reject the one? You are going to face many
opportunities to make decisions; you are going to face
many gambles. They’re not going to be exactly the same on
the toss of a coin, with 2:1, but in effect, you will have many
opportunities to make decisions very much like the present.
It seems completely absurd to reject one gamble when you
would accept ten of them – especially when life is very likely
to offer you ten of them. What you should have – and that is
what the rational individual would have – is not a preference
for individual gamble. A preference for individual gambles in
a prime example of narrow framing: looking at problems in
isolation.

76
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

In fact, the fully rational individual would have a policy for
how to decide among gambles, and the policy would be
quite close to risk-neutral for gambles in a small state. So,
gains and losses and narrow framing in terms of gains and
losses are very costly. Individuals who manage to overcome
this are going to end up richer, and more emotionally stable,
because they are not thinking and they are not reacting to
losses as they occur, to immediate losses — they react to
that long view and they value the wealth to which they can
lay claim.
There is a phrase in American business: “You win a few,
you lose a few” and in a way, this phrase is the essence of
practical rationality. Having that particular attitude, which
is the attitude of many professional traders – they show
little aversion for losses, and this is because they manage
to frame consequences in this manner — produces better
decisions and a much more comfortable emotional life.

HINDSIGHT IS 20/20
Hindsight occurs when a surprising event takes place
and the surprise is very brief, replaced almost immediately
by a need to make sense of it. The individual has learned
something from the event. For example, if there were two
football teams that you considered equally-matched, and
one of them trumps the other 5-0, they are no longer equally
strong in your mind. One of them is clearly better than the
other. This makes sense of their victory. It also makes it
virtually impossible for you to re-construct that, earlier, you
thought they were equal.
Now, we think that the team that actually won “had to win”.
Why did it have to win? Because it won. It won because it
was stronger. How do we know it is stronger? Because it
won. This is hindsight. It has a huge effect on our thinking,
it has a huge effect on investing behaviour, and it has a
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very pernicious effect, in that it teaches us something quite
wrong about the nature of reality. For example, the victory
of Donald Trump was considered unthinkable, probably
Donald Trump himself did not expect to win, but now that
Donald Trump has won the Republican nomination, every
day it makes more sense why he won. Every day it is less
surprising.
Now, an example of that, of course, is the Great Recession.
There are many people who predicted the Great Recession
– there are many more now than there were then. The film
The Big Short was based on a book, written by Michael
Lewis. The book really invites you to hindsight. There are
a few people – they are obviously very clever people, and
they knew that the market was going to crash. And you
can’t help but get the feeling that the people who didn’t
know the market was going to crash were either fools or
knaves. Intelligent people saw the recession coming. But in
fact, and that is a well-known fact, many highly intelligent
and well-informed people did not anticipate the crash. The
conclusion is that the crash was not quite as predictable
as it now appears. It now appears highly predictable, in
hindsight.

The pernicious
effect of hindsight
is that we get the
sense, after the
fact, that an event
was predictable, so
we get the sense
that the world is
predictable.

So, the pernicious effect of hindsight is that we get the
sense, after the fact, that an event was predictable, so
we get the sense that the world is predictable. We think
the world makes sense, and that exaggeration of the
coherence, consistency and predictability of the world
means that we deny the real uncertainty with which we
are faced in existence. And this denial of uncertainty in turn
produces irrational action.
Following his address, Mr. Kahneman sat down with Adrian
Dearnell, Founder and COO of EuroBusiness Media,
to discuss behavioural economics as it applies to asset
managers.
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Adrian Dearnell

What tips do you have to be successful investment advisors
and partners to millennials and next-generations?
Daniel Kahneman

I don’t know specifically about millennials, but advisors
have to press people toward rationality, up to a point, by
encouraging broad framing. By doing that, they will cause
people to trade less, to churn less, and – one very important
aspect – to check their results less frequently. Frequent
checking of results causes people to want to change what
they are doing and people do poorly when they change
what they are doing. By and large, all professionals know
that a good policy is a stable policy. The more you change it,
the worse off you are. The best advice is going to be advice
to resist changes.
But I will add one other thing. An advisor who preaches
rationality to people is not going to be a good advisor. An
advisor has to recognise that their effect on investors –
therapeutic, educational, call it what you will – is limited. The
investor is going to remain loss-averse. The investor is going
to remain with some hindsight. The investor is going to
remain prone to regret when things are going badly. Regret
is a terrible guide when it comes to decision-making, but
regret is a frequent guide to decision-making and the role of
the advisor is going to be multiple here.
Adrian Dearnell

Is there a utility in having an advisor, if we assume that experts
do not have any particular skill in picking investments?
Daniel Kahneman

I would think that the main utility of an advisor is therapeutic
and educational, and they do have a role in that respect. But
I do not believe that advisors are going to be able to give tips
on the market. Very few people can do that.
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S
 IX News

Adrian Dearnell

Does culture or age have an impact on investment
behaviour? More generally, is investment behaviour
homogenous, or are there clusters and if yes, what criteria
shape behaviour style?
Daniel Kahneman

@SIXNyheter Jun 3

Fear of losing makes
people invest irrationally,
says Nobel laureate
Daniel Kahneman at
#AmundiWIF16

There are clearly large individual differences in investment
styles. Some people are much more optimistic than others.
There are differences between men and women, as I
mentioned, there are differences in our level of confidence
and in the wish to trade, there are differences in anxiety level,
there are differences in the ability to tolerate regret.
If you think about which gamble you would rather have: a
gamble in which you were guaranteed a large gain, and then
a small chance to win a very large gain; or another gamble,
in which you are guaranteed an even larger gain, but with a
small chance to lose a very large amount, people will very
clearly prefer the first over the second. So we always prefer
a positively skewed gamble to a negatively skewed gamble.
But if you have to live with these two gambles, for a long
period of time, then for a long period of time, the people who
have taken the gamble with a small probability of a big loss,
every day they do better than the others. That creates regret
for some people. It’s a different type of regret, and it’s a very
peculiar thing that the gamble people prefer in advance, they
find it harder to live with in reality. So, there are differences in
there. How to detect those difference and whether there are
ways indicating, that is a very subtle topic. My guess is that
most of the tests we have for people’s reaction to risk and to
volatility are not very useful.
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Day 2- Friday, June 3rd

SOLVING
THE LIQUIDITY
QUESTION
ROUNDTABLE

With:
Marie-Anne
ALLIER, Deputy
Global Head of Fixed
Income at Amundi

Michael WYRSCH,
Chief Investment
Officer of Vision Super
Pty Ltd, Australia

Moderated by:
Guillaume MAUJEAN,
Chief Editor of Finance &
Markets at Les Echos

Portfolio and financial market liquidity continue to be key
issues for asset managers following years of loose monetary
policy and regulatory changes. How should investment strategies
adapt to this environment? What is the likely impact on
risk premiums and asset valuations? Marie-Anne Allier and
Michael Wyrsch answered these questions and more on Day 2
of the Amundi World Investment Forum.
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LIQUIDITY: DEFINED
AND MEASURED
Liquidity is commonly defined as the ability to buy or sell a
substantial amount of financial assets at close to current
market price over a short period of time. In other words,
liquidity is a trifecta of volume, price and time.
According to Marie-Anne Allier, when it comes to how
to measure it, much depends on what, exactly one wants
to measure: fund liquidity, asset class liquidity, or even an
asset manager liquidity — the methodology will be quite
different depending on the stage. That said, measurement
is essential – without it, one cannot manage, she asserted,
saying, “To manage the liquidity, we have to find the right
measure.”
How to measure market liquidity
Research indicates that market liquidity has to be monitored
through four different dimensions:
•M
 arket depth: The possibility of carrying out large-scale
transactions without causing substantial price changes;
• Narrowness of the bid–offer spread;
• Speed of execution;
•P
 rice resilience: The ability of a market to return to the price
levels that prevailed prior to a period of financial turbulence.
Until now, analysing the bid-offer spread was the simplest
way to analyse liquidity. Narrowing spreads was supposed
to represent an improvement in liquidity, however it is a
particularly misleading indicator. In fact, what is really important
is the quantity that can be processed and the speed with which
orders can be placed, for example. In addition, the bid-offer
spread must be viewed in conjunction with level of interest rates.
With interest rates approaching zero, you obviously don’t have
the same level of bid-offer spreads as you did when interest
rates were at 4 percent. In other words, narrowing spreads is
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by no means a good measure of underlying liquidity. It should
also be reiterated that when liquidity decreases, prices become
less powerful in terms of information as they have drifted away
from their fundamentals. The risks of contagion and volatility
also tend to intensify while less liquid markets lose their ability
to withstand weaker shocks. Lower liquidity ultimately means
greater room for manipulation. Overall, the issue of liquidity is
clearly apparent.
Central banks’ asset purchasing programmes are not the
sole factors responsible for lower liquidity: regulation (which
provides incentive for buying and holding sovereign bonds) is
another cause, as is the frantic search for yields and spreads.

LIQUIDITY AND THE EVOLUTION
OF INVESTOR BEHAVIOUR
On whether there has been a shift in investor behaviour in
terms of liquidity, Michael Wyrsch was clear: “I think the
answer is yes. People got burned in the financial crisis, and
they are much more sensitive now to a potential liquidity
crisis than they used to be. We say that people learn a lot
more quickly, that they are more willing to move out of asset
classes than they used to be. I don’t think it’s a good thing;
it’s probably costing them, but they are moving a lot faster
than they used to. Behaviour has certainly changed and it
will continue to evolve.”
Ms. Allier agreed, noting, “We see evolution in RFP, where
it is very common to field questions about our liquidity and
our liquidity processes. We are also seeing an increase in
requests to add some so-called illiquid assets in clients’
portfolio allocation. We are seeing that people who, in the
past, wanted “buy and hold” or “buy and watch” portfolios
are adapting. In short, people are more concerned than
before about liquidity, and they are changing the way they
allocate to adapt to the market.”

We are seeing
that people
who, in the past,
wanted “buy and
hold” or “buy and
watch” portfolios
are adapting. In
short, people are
more concerned
than before about
liquidity, and they
are changing the way
they allocate to adapt
to the market.
Marie-Anne Allier
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PREPARING FOR THE WORST
CASE SCENARIO
When asked to describe the worst possible context for
liquidity and how to prepare for it, Ms. Allier did not mince her
words, stating that a UK exit from the EU, combined with a
Podemos government in Spain, Federal Reserve rate hikes
that exceed forecasts and collapsing oil prices would lead to
the perfect environment for a liquidity crisis.
Speaking on how best to manage such a scenario, Ms. Allier
continued, “We can’t manage with an end-of-the-world
scenario as the only scenario. What we can do is ensure
we have experienced fund managers with steady nerves,
solid economic research, and concrete strategic research
and exploit probability without gambling. That is the best
roadmap to navigating a crisis and come out the other side.”
Precautionary measures on liquidity risk
We at Amundi have taken a number of precautionary measures to
ensure we are prepared to deal with the main issues around the
risks posed by the reduction in bond market liquidity:
Secure access to liquidity. Owing to the size and scale of our
operations, Amundi benefits from easy access to financial
markets at competitive prices.
Liquidity buffers. We have strengthened the awareness of
liquidity risk across all our portfolio managers, and made the
“liquidity budget” a key issue for all investment decisions. In
addition, we have created a three-step system to deal with any
increase in market stress, with liquidity goals defined for each
fund. Derivatives, including credit default swaps and total return
swaps, are part of our solution.
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Pricing policies. We are working towards implementing swing
pricing. This should help dampen the dilution impact of trading
costs with the threshold set at a proportion of net subscription
or redemption in a day. We intend to implement this approach
gradually across our funds. Notably, we do not intend to
implement “redemption gates” so we can return money to
investors promptly when they ask for it back.
Fund mergers. We have conducted a comprehensive review to
maximise fund mergers because large funds are less likely to face
liquidity issues.
No credit lines. Unlike many of our competitors, we have
decided not to extend bank credit lines at a fund level because
it would distort their risk profiles and could only be a very
temporary measure.

THE COST OF LIQUIDITY
On the real cost of liquidity, Ms. Allier said: “It has to do
with cash buffer, so for bonds, it has to do with the liquidity
coverage ratio cost. It has to do with the fact that sometime
you don’t put as many bets in your portfolio, or not strong,
because you fear that you are not able to exit. Volatility is the
cost of liquidity, because when you look at what happened
at the beginning of 2016, you see that the most liquid assets
were the first to be sold. So, if you want to have more liquid
assets, you will probably expose your portfolio to more
volatility.”
Mr. Wyrsch added that there is a hidden cost in terms of the
resources required to better measure liquidity and different
scenarios.
When using gates in the liquidity crisis, the question of how
asset managers can avoid causing problems for insurance
companies that finance and have to manage their own
liquidity issues was raised. Mr. Wyrsch said, “I think that in
those situations, you really have to work hard. You have to
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talk to your clients. You have to help them find solutions. In
some cases, it makes sense for them to share experience
as well. We have seen this in the past. My perception was
that investors act pretty rationally – it’s just a questions of
talking to them and helping them find a solution.”
How to assess and monitor liquidity risk at Amundi
We cannot assess liquidity risk in our funds through one single
indicator. We measure liquidity as our ability to meet redemptions
without a significant impact on a portfolio’s value and structure,
which depends on a number of issues:
•W
 ithdrawal scenario, at a portfolio, strategy, asset class and
group level;
•M
 arket conditions, bid-ask spreads and the ability to trade
different volumes;
• L iquidation strategy, which involves selling assets so that the
portfolio structure remains unchanged.
Those areas most at risk are UCITS and notably multi-asset funds.
All our investment processes are subject to specific internal
guidelines that seek to mitigate liquidity risk based on a number
of characteristics. They include asset class, issue size, average
daily trading volumes (or open interest for listed options), credit
rating, region, diversification and minimum cash buffer.
We monitor portfolio liquidity using a variety of proprietary tools
by taking into account stressed withdrawal scenarios based
on the past behaviour of investors by type of asset and client.
Additionally, we measure liquidation costs and time as well as
portfolio distortion (in stressed and current market conditions).
We set specific trigger alerts for portfolio managers and
encourage them to perform simulations across their funds.
We monitor liquidity at the investment process level of individual
funds on an aggregated basis with limits set by our risk committee
(where relevant). We also monitor liquidity at the group level.
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Amundi’s risk department reports potentially illiquid assets by
desk to the investment committee, and separates commingled
funds from mandates and dedicated funds.
Amundi also provides details of cross holdings (balanced funds
or funds of funds) in order to assess the impact of outflows or
reallocations in these funds.
This process also contributes to the investment committee’s
decisions. The risk department provides withdrawal simulations
to the investment committee upon request.
Investment guidelines regarding liquidity are monitored by the
risk department and reported to the investment committee. Our
liquidity monitoring focuses on these assets in a number of ways:
• Stress testing based on past performance data;
•S
 cenario analysis, which explores massive distortions in bond
markets and redemption simulations on our flagship funds;
• Market indicators dashboard;
• Breakdown by asset class at a fund level and at the firm level.
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Day 2- Friday, June 3rd

ENRICHING
STRATEGIES
WITH FACTOR
INVESTING
ROUNDTABLE

With:

Leslie TEO,

Alessandro RUSSO, Director of the Economics and Investment
Head of Factor
Strategy Department
Investing at Amundi
and Chief Economist
at GIC Private Limited,
Singapore

Moderated by:

Adrian
DEARNELL,
Financial Journalist,
Founding Partner
of EuroBusiness
Media

Factor investing adds a complementary level of analysis to
more traditional investment approaches and offers additional
insight by considering different performance drivers. What is
required to implement these strategies successfully? Alessandro
Russo and Leslie Teo discussed what successful factor investing
looks like.
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DEFINING FACTORS
At the top of the discussion the panel established a clear
definition of factor investing. Alessandro Russo explained:
“A factor may be a fundamental characteristic of an asset.
Think of a stock being a higher than average dividend or a
small-cap, or experiencing very strong recent performance.
This kind of characteristic explains over the long run some
component of the total performance, and over the shortrun, some deviation, some fluctuation around the market
return. The factor could also be a macro-economic
variable, like increasing growth with a beneficial effect on
equities, or decreasing growth with a beneficial effect on
bonds, or increasing inflation with some positive impact on
commodities, inflation-linked bonds.”
A factor is, in short, a performance driver, meaning that the
investor investigates, detects those performance drivers,
establishes a relationship between factors and assets, and
then builds a portfolio using an asset.
Leslie Teo agreed, but gave a more granular definition:
“Factors drive performance. But just in physics when we talk
about matter, there are many levels to factors. With matter,
we talk about molecules, atoms, protons and neutrons. We
can even go further, going down to the level of quarks and
string theory. It is the same with factors. At the very broad
level, we might have the equity risk premium and the equity
factor and then less traditional, maybe less emphasized
levels, like carry, size and momentum. Therefore, my
interpretation of factor investing is an investment process
to harvest these more non-traditional, non-conventional
premiums, like carry, momentum, quality, and size, for
example.”

FACTORS VERSUS SMART BETA
There has generally been some confusion about the
difference between factors and smart beta. Mr. Russo said
that the two concepts are very strictly linked, but do not
perfectly overlap. “We believe that smart beta somehow is
a broader concept. Factor investing is part of the story. It
is mainly a beta story, because it recognizes that you have
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additional beta compared to traditional equity bonds and
commodity data. It is already smart because it widens the
set of opportunity, but the smart side of the equation is
mainly related to how you build portfolios,” he explained.
Providing a concrete example, Mr. Russo continued:
“Imagine you want to invest the value premium in the equity.
You are going to buy value stocks, but then if you weight
those stocks by market cap, you just have a value portfolio. If
you, on the other hand, you weight those stocks to minimize
volatility, minimize average correlation, or ease contribution
to risk, now you have a smart value portfolio, because you
have smart portfolio construction in it.”
AN INTERVIEW WITH LIONEL MARTELLINI
Mr. Martellini joined the 2016 Amundi World Investment
Forum via video and answered a few key questions on
factor investing.

Factor investing
enables us to have
a governance
structure that is
at the top of the
house, controlling
the overall risk of
the organisation,
but delegating a
lot of freedom to
management.
Leslie Teo

What is really new with factor investing?
Factor investing is born from a very simple idea, related to
the fact that securities are bundles of factor exposure, so
every single security, stock, bond or any other security is
just a collection of factor exposure. It’s a bit like any piece
of food being like a collection, a basket of underlying small
nutrients, if you will. So factor exposure is very important
to understand and to measure within a portfolio. The key
focus is to make sure that a seemingly well-diversified
portfolio does not end up being a concentrated portfolio
of factor exposure. So diversification is most meaningful
when diversification applies at the underlying factor level.
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Do you agree that factor investing is more popular in
the equity space than in other asset classes? Why
is that?
Factor investing is definitely much more popular in the
equities space compared to other places, such as fixed
income, for example, or even commodities or any other
asset classes. I think there are various reasons why that
is the case. First of all, we have access to a very large
body of academic research that has been documenting
the existence, persistence and robustness of risk
premia in the equities space. We do not have that much
accumulated evidence about existence and persistence
of risk premia in other asset classes. There is some
evidence that in the fixed income space for example,
we have a number of obvious risk premia, including
interest rate risk premia and credit risk premia. However,
the additional difficulty is related to implementation
contracts. The beauty of the equity space is that it is a
very deep and liquid market where risk premia can be
harvested efficiently, even by the largest investors. If you
now turn to illiquid markets, including corporate bond
markets for example, even if we think we should, in
principle, be able to harvest with premia in both markets,
the practicalities of that risk premia harvesting might turn
out to be increasingly complex.

IMPLEMENTING FACTORS
ACROSS ASSET CLASSES
Mr. Teo spoke of the investment model he uses in his work
– a model built on six broad market factors to which he
cultivates exposure: three types of equities, two types of
interest rates, and real estate. “If you like, you could say that
these are still not fundamental, but they are exposed to more
elementary factors like growth, interest rate or duration, and
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illiquidity, but the challenge here has always been that the
more fundamental you get, the more difficult it is to access
the market,” he said.
This broad construct allows for the decomposition of
every investment made, so that each investment can be
expressed as a combination of these market factors. “It
enables us to have a governance structure that is at the top
of the house, controlling the overall risk of the organisation,
but delegating a lot of freedom to management. We don’t
have to worry about asset classes, or about specific
investments,” he explained.

We believe that
the corporate and
government bond
spaces are a good
environment to play
the broader beta
concept.
Alessandro Russo

On the corporate bond markets and fixed-income universe,
Mr. Teo clarified that, while he agrees with Mr. Martellini on
the theory of risk premia (See Interview above), he sees three
nuances: “First, regarding corporate bond size, because
they are a combination of normal bonds and equities and
corporate spreads have an equity-like behaviour, we think
it is closely related to equity in terms of the risk premiums
that we can harvest. Second, fixed income, by which I
mean sovereign bonds or safe and liquid paper that you
hold for liquidity and safety, represents a practical problem:
why would we apply factor investing with an asset class
that is meant to be your safety and liquidity pocket? It can
complicate life tremendously. And finally, it is possible that
for some factors, FX-based is the most liquid.”
Mr. Russo took a different tack, saying that in his experience,
factor investing is mostly a question of equity. “We believe
that the corporate and government bond spaces are
a good environment to play the broader beta concept,
because indices are not really well-designed, because they
have exposure to very high debt securities, because they
weight securities for the size of the debt, which is very good
for liquidity, but still few have overexposure to high debt, so
we can do better by weighting securities by other variables,”
he said.
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Day 2- Friday, June 3rd

BROADENING
THE INVESTMENT
UNIVERSE
ROUNDTABLE

With:
Mark FAWCETT,
CIO at National
Employment Savings
Trust (NEST),
United-Kingdom

Shahril RIDZA
RIDZUAN, CEO of
Employee Provident
Fund (EPF), Malaysia

Pedro Antonio
ARIAS,
Global Head
of Real and Alternative
Assets at Amundi

Moderated by:
Philippe MUDRY,
CEO, Editorial
director at l'Agefi

Looking beyond traditional investment horizons, other areas of
the market can help boost long-term returns, such as real assets.
But do the potential rewards sufficiently outweigh the liquidity
investors must sacrifice? How can allocation strategies integrate
alternative assets? Mark Fawcett, Shahril Ridza Ridzuan and
Pedro Antonio Arias discuss.
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REAPING THE REWARDS: INTEGRATING ALTERNATIVE ASSETS
In today’s uncertain economic context, alternative assets,
and in particular real assets, are high on the investment
totem pole. Pedro Antonio Arias explained that this is due
to the fact that real and alternative assets are proven to be
more efficient than traditional asset classes in tackling a
number of issues. He added, “Part of the reason is also that
we are getting much closer to these asset classes — we
better understand their weaknesses and strengths. There is
no secret that in asset allocation it is becoming mainstream
to include — or at least to consider including — real and
alterative assets in allocation because they serve and are
tailored to serve specific issues.”

ASSESSING THE RISKS
Panellists Mark Fawcett and Shahril Ridza Ridzuan
both remarked on the risks inherent to real and alternative
assets. Mr. Arias agreed that there are indeed a number of
risks specific to these asset classes and sub-asset classes.
“These are specifics probably not shared by other asset
classes, and if you don’t have experts on your side that are
capable of following that kind of specific risk, it’s better not
to enter in it. But before you on-board that kind of expertise,
you need to make sure you have the human resources to
follow it, and you need to ensure along every single step
of the investment process that you are not creating or
generating a risk that you have never heard of before,” he
explained.

BALANCING GROWTH AND YIELD
Balancing the two objectives is tricky, but not impossible,
asserted. Mr. Ridzuan. “It goes on to the structure of the
fund. The EPF is focused on Inflation +2 percent as one
of the on-going targets. The other target that we have is,
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basically, on an absolute return point of view, part of the
social promise in Malaysia, this is a fund we will return,
and it is 2.5 percent per annum. So, the way we split our
major fund is actually to try and meet these two targets,”
Mr. Ridzuan explained.
Mr. Fawcett added, “We are focused on generating growth
with relatively low volatility. We don’t need the income at the
moment, but as people may be aware, the UK used to have
compulsory annuitisation of retirement; we no longer have
that, so we are thinking about the need to generate regular
income for people in retirement as well, so the emphasis
may be shifting.”

BUBBLE AHEAD?
With the massive funds ready and waiting to be invested
in alternative asset classes these days, especially in
infrastructure, the concern for a potential bubble is real.
Mr. Arias highlighted that, beyond the analysis of an asset
on its own merits, we must also consider the momentum
of the investment. This momentum can be broken down
into three stages: 1) the “dry powder”, or the funds collected
and ready to be invested; 2) the valuation stretch, compared
to the historical valuation; and 3) the potential additional
operating income that could be produced by the asset. By
combining these three indicators, we can then determine if it
is the right moment to look at this particular sector.
Then, it is up to the investor to be as nimble as possible within
this difficult environment, in which there is a lot of available
funds and a great deal of interest in the same asset at the
same time. The investor must seek out the one asset that
has is able to provide additional cash flow. “At Amundi, that’s
the way we look at it. I don’t like the term bubble, because it
implies we had better not invest. Our job is to invest, to play
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the imbalance between the supply and the demand. If we
were to only invest during the good moments, everybody
could do it. What we are expected to do, is choose the right
asset in a momentum,” Mr. Arias said.
Mr. Fawcett concluded, “I’m not sure that you would call
it bubbles, but certainly I think you would see, from time
to time, liquidity flow – whether because it is fashionable,
or whether because people believe that you can chase
an additional return in any particular sub-sector or in any
particular asset-class. At the same time, you can say that
liquidity flows out and in.”

 Philippe Desfossés
ph_desfosses Jun 3
Paris, France

#AmundiWIF16 Very good
question is not illiquidity
a selfulfilling prophecy
because we trade
too much? @_ERAFP_
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Day 2- Friday, June 3rd

STOCK AND
BOND RETURNS
WORLDWIDE:
HOW MUCH LONGER?
KEYNOTE ADDRESS
by Jeremy SIEGEL, Russel E. Palmer
Professor of Finance at the Wharton
School of the University of Pennsylvania

Jeremy Siegel spoke to the audience of the 2016 Amundi
World Investment Forum on wild ride of the last two decades
— and what twists and turns are still in store.
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VALUATION OF U.S. AND
WORLD EQUITY MARKETS
Looking at global valuation, the price-earnings
ratio from 1954 of this S&P 500 is 16.9. That was
the mean. We see single-digit PEs when there are
double-digit interest rates. Very rarely will you ever go
below 10 when you have low interest rates. In fact,
when you have interest rates under 8 percent, the PE
generally fluctuates from 15 to 19. We’re just about
18 or 19 today, which is just about the median PE
when interest rates are low. So yes, stocks are above
their historical average, but by the way the biggest
peak of all was 30, in history, in 2000. We are nowhere
near that at the present time.
If we go back all the way to 1871, the average PE
ratio is either about 14.5 or about 15.8, if you take
Professor Shiller’s ten-year CAPE ratio. So when
people say that 15 is the average PE ratio of the
average stock market over history, they are pretty
close to being correct. A relationship that is very
important understanding what returns are going to be
in the long run is the reciprocal of the price-earnings
ratio, which gives you the earnings yield (E/P). It is an
excellent predictor of long-term real returns. It is not
a coincidence that with a 15 average price-earnings
ratio, 1/15 is 6.7 percent. Where have we seen this
number before? Indeed, it is the long-run real return
on stocks.
It is fairly straightforward: you can predict the long-run
real returns on any market by looking at the inverse
of its price-earnings ratio, corrected for any business
cycle impact. But when you have a sector that has a
loss, you cannot add up earnings of all the companies
and divide it into the aggregate earnings and say that
101
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

is the PE ratio that is correct. This is called aggregation bias.
For example, imagine we have two firms. Firm A is a healthy
firm, with 10 billion dollars in earnings, a 15 PE ratio, and
150 billion dollar market value. Firm B is a sick firm – maybe
an energy firm that took a big loss: write-downs that are
mandated by US accounting standards, so it reported last
year a 9 billion dollar loss and it has only a 10 billion dollar
market value.
Let us assume that it is your universe. You form a capweighted straight index of those two firms. You are going
to have 94 percent of your portfolio in A and 6 percent in B.
Your client calls you up and says, “OK, you’ve got a capweighted portfolio, what’s the price-earnings ratio of my
portfolio?” What is the answer? One hundred and sixty
— add up the earnings and divide it, adding up the market
value. That seems rather absurd to have 94 percent of your
clients’ assets in a 15 PE ratio. “What do you mean, the
price-earnings ratio of my portfolio is 160? “ your client asks.
The bears out there love to talk about the PE ratio of the
stock market. But there is a systematic mistake they make
when they talk about that .The S&P is 18.3 times last year’s
terrible earnings. This year, the earnings are estimated to be
114.77. These earnings materialized will have a PE of 18.2,
including energy. Hopefully, energy turns positive this year,
because they won’t have markdown. They may have markups this year, but you’re not allowed to mark up on GAAP
earnings. You’re only mandated to mark down and you can
never mark up, so you have all sorts of biases in the official
earnings.
But what does 18.2 mean? People are scared, because
that’s above 15. But what’s the earnings yield? It represents
a 5.5 earnings yield in stocks. If you add a 1.5 to 2 percent
inflation, that is a 7.5 percent nominal return. So, currently,
if the PE ratio stays at 18.2 forever, there will always be 7.5
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return on US stocks, which is quite good — not as high as
historical, but still very good, especially compared to TIPPS,
which are less than 0.5 percent. The current equity risk
premium is over 5, well above the historical average. Even
if we talk about a 20 PE, 1/20, so a 5 percent real return on
the stock market, which is 6 to 6.5 percent nominal, it is well
above the historical margin of equities.

ECONOMIC FACTORS PUSH
RATES TO ZERO
How low is the low interest-rate environment going to last?
What about the collapse of yields around the world? The
biggest myth in the world today is it is the Central Banks
that have driven interest rates to zero. This is false. It is
fundamental factors in the world economy that have driven
interest rates to zero, and all the Central Banks have done
is follow them down. This is very important to understand.

Structural factors have pushed interest rates down
Lower potential growth is the main driver explaining the low
level of interest rates. Several factors are worth noting:
•T
 he shrinking working-age population and/or the drop in
activity rates. This is a reality in most advanced countries and in
China as well, a country that is older than it is rich.
•T
 he slowdown in the rate of technical progress, which is
reducing productivity gains. This is, with demography, a topic
usually mentioned by the supporters of the secular stagnation
thematic, a reason for interest rates to be kept low.
•A
 massive increase in inequality, which represent a burden
on potential growth (a theme developed in particular by Robert
Gordon).
•T
 he decline or the stagnation of real disposable income
(role of wage policies and taxation)
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•T
 he impact of the debt burden. The excess of credit had
boosted growth artificially in lots of countries (United States,
Spain, among others) until the 2008 financial crisis. The
widespread deleveraging that followed has dragged down
growth, and constrained tax and fiscal policies. It is difficult to
use fiscal deficit as a toll while they are elevated or at the time of
austerity plans. The monetary policy, through lower rates and
QE, was the only tool available for a contra-cyclical economic
policy.
The basic determinants of real interest rates are real economic
growth and risk aversion: economic growth has collapsed. The
United States averaged 3.5 percent between 1960 and 1980,
and it’s going to be at least 1.5 percent over the next ten years,
according to CBO predictions. Risk aversion has gone through the
roof.

There is little demand for funds by firms. There is nothing
for them to invest in. They don’t need to expand and plan
equipment, because they can already supply everything
they do. There is no persuasive new technology that they
need to invest in, so even though the interest rate is zero,
what are they going to invest in? It’s much better they
give it back to shareholders, which is what they are doing.
Otherwise, they would buy over-valued assets. And that
would mess up the shareholders even more.
How can interest rates on government bonds be so low,
given that government debt has doubled over the last seven
years? While that is true, the demand for government debt
has quadrupled. No one can get enough of high-quality
assets. There is no regard for yield – investors a drawn to
high-quality assets because they need them for regulation,
for liquidity, because of risk aversion. Why is the world is
sitting on 40 trillion dollars of zero and negative interest rate
assets? The answer is unequivocally “At least I’m not losing
any money.” That’s why interest rates are zero.

How can
interest rates on
government bonds
be so low, given
that government
debt has doubled
over the last seven
years? While that
is true, the demand
for government debt
has quadrupled.
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Is today’s low interest rate environment permanent?
Six key factors are likely to change – or reinforce – current
conditions. For long term interest rates to move up, we need one
of the following or a combination of some of these drivers: An
increase in potential growth; a renewal of inflation; a radical
change in the attitudes of the major central banks (back to interest
rates hikes); a drastic reduction in the balance sheets of the major
central banks (Fed, ECB, BoJ and PBoC); a new willingness to
resort to major budget deficits; bond bubbles that burst.

Are rates are going up? Not really. Real bonds are going to
max out at 1 or 1.5 percent. Real yields short-term are going
to max out at zero, which, of course, implies at 2 percent
federal funds rate, in the long run, at most. People are going
to bite the bullet, saying, “I don’t like it, but maybe I’m going
to have to invest in stocks to get any sort of income now.”

THE WORLDWIDE PRODUCTIVITY
COLLAPSE
The big disappointment is the shocking collapse of
productivity growth. What is particularly shocking is the
fact that normally, in an economic expansion, which we’ve
had since 2009, you have higher-than-average productivity
growth and when energy prices are going down, you have
higher-than-average productivity growth. The only other
time we had productivity growth as bad is when energy
prices were soaring as a result of OPEC’s raising the price
from 6 dollars per barrel to 30 dollars per barrel. At that time,
we understood the source of the productivity collapse.
What we do not understand is the source of the productivity
collapse that we have experienced in the last five years. It is
really a puzzle.
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Maybe it has increased regulations and compliance. There
has been data that in the financial sector highlighting that
all the increase in employment since 2009 has been in the
compliance area and nothing in anything else. It is not a
question of whether this is good or bad, but it does not add
to GDP. No regulation does.
Digital, productivity and growth
As strange as it might seem, opinion is divided on the role, the
scale and even the existence of the digital revolution. Where are
we, exactly?
•S
 ome studies reject the inevitability of secular stagnation and
show that even in Europe technological progress (total-factor
productivity) is not faring as poorly as claimed, even if there are
significant differences between countries; the duality of some
economies and gaps between regions, areas and countries hide
a reality that is actually more positive than one might think.
•O
 thers believe that we are not yet able to correctly measure
the effects of the industrial revolution on productivity, as such
effects may only appear in the future. It should be reiterated
that over the course of history, it has taken decades before new
techniques or technologies began spreading to the rest of the
economy. However, it should be noted that the spread of tools,
technologies and inventions is now faster than ever before and
that it is constantly accelerating: one of Google’s executives
remarked in a speech that the telephone required 75 years
after its invention to reach 50 million users and that to reach
the same milestone, it took radio 38 years, TV 13 years, the
Internet four years, the iPod three years, Facebook two years,
the smartphone one year and the Angry Birds app 35 days!
•A
 ccording to some authors, today’s problem is not that the pace
of technical progress is slowing (the aggregate productivity of
the most innovative and productive companies is not falling).
Instead, the issue is the difficulty in integrating new forms of
productivity into economies and businesses.
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•O
 thers rightly advance that we cannot measure productivity
gains because the phases that follow a recession always lead
to a phase of “creative destruction”, to borrow the expression
coined by Joseph Schumpeter. The positive effects would
therefore be partially “obscured” by the inevitable damage.
Once completed, the positive effects will be revealed.
• L astly, others have an even more negative view. For instance,
Robert Gordon does not expect total-factor productivity to fall
but rather to remain at a low level, as inequality and access
to education (facing increasing roadblocks in a good number
of developed countries, including the United States) are two
significant negative factors. The United States still has an
advantage over Europe, which, in the last 15 years saw its
productivity fall from 90 percent to less than 80 percent of US
productivity. What is worrying is that the effects of the Third
Revolution (Industry 3.0) and the related developments in
information and communications technology began around
1960 and have already reached their peak: according to
Gordon, the benefits of the Digital Age were concentrated in
the decade 1994-2004. In Robert Gordon’s view, the Big
Data movement, a popular theme today, is mostly a marketing
exercise used to steal market share from competitors, a zerosum game and nothing more. Lastly, while progress is not
factored into productivity and GDP, its current undervaluation
is well below what we knew in the twentieth century, such as
the great decline in infant mortality.
What should we make of all this? There is some truth in what
is stated above, which makes our task all the more difficult.
In all, the excess in saving, low demand, the lack of room for
manoeuvring available to central banks, the debt burden that
is restraining budgetary and fiscal policies and the difficulty in
integrating new forms of productivity are all factors standing in
the way of growth. That said, Industry 4.0 (the figure “4” refers
to the 4th industrial revolution), or the “digitisation of business”,
which aims at developing new production organisations across
the entire value chain, should not be underestimated (do
not underestimate Big Data either). Some countries, such as
Germany, have made it a priority.
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Perhaps the problem is that we are not training our labour
force for 21st century jobs. In the United States, we’ve had
a terrible decline in educational standards at the secondary
school level, so perhaps people are not being trained for
what they need to know to be able to do to get jobs. Then,
there is a lull in technology. We had PCs in the 1990s and
2000s, we had high-speed Internet, firms spent billions
adapting to these new technologies, but they’re not doing
it anymore. There’s nothing new anymore — we’re getting
marginal improvements in our iPhones and that’s it. Maybe it
will speed up later — hopefully, it will.

 william clutterbuc
@wclutters Jun 3

#AmundiWIF16 Jeremy
Siegel:”Trump won’t win.
Clinton will win and with
bigger margin than you
think + Rep Congress
(cf: boom years of 90s).”

Perhaps GDP is being undercut. Think of the things we used
to buy. How many people buy encyclopaedias now? They
don’t – they just Google it. How many people have bought
an atlas, a dictionary, a thesaurus? These used to be 100
billion dollar industries that are now zero. There are a lot of
things that are free now that are not counted in GDP. We
also don’t know really how to make quality improvements
in the service sector, particularly the healthcare sector. We
have a very hard time accounting for what is real output in
healthcare and that is becoming more and more important.
If these are indeed the reasons, then inflation is even less
than we think and deflation is more of a threat than we think.
Everyone says slow growth is bad. We are in a low real-rate
world. There is no question: real rates are going to be lower.
This argues for a higher equilibrium price-earnings ratio. A
20 PE ratio corresponds to a 5 percent real rate of return,
which is still very healthy under current or even perspective
real returns.
Mr. Siegel continued his discussion with Adrian Dearnell,
Founder and COO of EuroBusiness Media and took
audience questions.
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 Philippe Maupas, CFA

Adrian Dearnell

What will be the economic Impact of US upcoming
elections?
Jeremy Siegel

Well, you know, this is the time that I thank goodness that
the US does not have the European-style Parliamentary
system because your leaders have to have a majority in
Parliament. Thank goodness that Trump and many of his
extreme policies have virtually no support in Congress.
And one has to realize that under the US Constitution, all
tax policies must begin in the House of Representatives.
So, there is no way that he alone can dictate any of those
policies. And very few of even his own party have endorsed
his policies.

@philmop Jun 3

Prof Siegel: maybe we
are undercounting GDP
because of free services.
#AmundiWIF16
http://forum.amundi.com

So, in a way, whatever that position is, there is going to be,
I think, a stalemate. I also don’t think Trump is going to win.
I know he’s coming closer in the polls, but I think once it’s
one on one, I do think Hillary Clinton will be the Democrat
nominee, I think that she will win and with a bigger margin
than the razor-thin margin that many now fear. I think we
are going to have a Republican House, still, but I think the
Senate could easily turn Democrat. Then people say, “Well,
isn’t that going to be terrible for the US?” And I say, “Yes!”
But that was exactly the situation we had in the 1990s,
when we had a Clinton as President, a Democrat Senate,
a Republican House, and the greatest bull market in world
history.
Adrian Dearnell

Is the productivity decline over the last 15 years based on
the sharing of value? What are your thoughts?
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 hilippe Maupas, CFA

Jeremy Siegel

The productivity collapse really has occurred mostly since
the crisis. There has been a slow decline, but it ratcheted
downward since the crisis and again, we don’t really know.
Economists are only beginning to explore. I want to say, and
I said this in the fifth edition of my book, Stocks for the LongTerm, that I’m a long-run productivity optimist.

@philmop Jun 3

The productivity
collapse of the past 5
years is a puzzle. Prof.
Jeremy Siegel live from
#AmundiWIF16
http://forum.amundi.com/

I actually think the communications revolution, particularly
the Internet, has brought the potential for new ideas to
come together, to solve problems, but it takes time for that
and I think we are in a technology lull that is enabling better
performance on that.
The interesting thing is that most studies actually show that
the highest-level productivity is really reached by people
between 45 and 55 and actually, from 55 to 65, productivity
generally goes down. Then, they retire. So actually, the
ones that are retiring are not the highest productive people
in general. But there is a younger workforce. We had that in
the 1970s, with the baby boomers coming in. That was part
of the reason that was often given for that decline, including
those oil price increases, so there may be something to the
age profile of the workforce, but I think it’s still an unsolved
problem and I truly hope it’s only a temporary problem, even
though it’s not only persisting, it’s actually getting worse in
the data in vey recent times.
Adrian Dearnell

What if the deflationary threat is becoming real?
Jeremy Siegel

Deflation is terrible for equity if a firm has debt, and most
firms do. We saw what happened in oil. When oil went down
to 26 dollars a barrel, what were the firms that got hit the
most? Those with debt, those that were mostly equity. OK,
we could survive – it wasn’t good – but we could survive.
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When you have deflation fears, that’s one reason, Central
Banks around the world want to avoid deflation. We saw
what happened in the 1930s, when the price of oil went
down 35 percent and basically everyone went bankrupt
and the wages went down 35 percent, prices went down
35 percent, and debt did not. So, debt stayed constant, in
nominal terms and soared in real terms, and everyone said,
“Hey, I can’t finance this.”
People often ask me, “Why don’t Central Banks target 2
percent, why don’t they target zero? Isn’t that kind of an
ideal?” They want to make sure that, if they miss, they miss
with an upside bias, because it is so bad to have deflation
and have that real indebtedness go up. That’s why we want
to avoid a deflation in the world economy, and that’s why the
targets of most central banks in the developed world are of
the 2 percent nature.
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Day 2- Friday, June 3rd

CONCLUSION
by Xavier MUSCA,
Deputy CEO, Crédit Agricole S.A.

The 2016 Amundi Forum concluded with a speech by Xavier
Musca, Deputy CEO of Crédit Agricole SA. Noting that the
conference’s success stemmed from the insightful analysis of
the distinguished guests who participated in the conversation,
he detailed his thoughts and impressions on the current
situation and how the financial sector can move toward strong,
sustainable economic conditions.
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A DIRE SITUATION
Mr. Musca noted that today’s concern seem to dash the
hopes generated by the measures taken in the aftermath of
the financial crisis, when courageous monetary policy drove
interest rates and volatility down. Growth has remained
sluggish, which explains the debate around secular
stagnation. One key element is missing today, according to
Mr. Musca: investment.
While it is difficult to explain the rationale behind this, the
undeniable result is that unemployment is high, and public
debt still elevated, even if efforts have been conducted
in some countries. In some cases, there has in fact been
an explosion of total debt, most notably in China. The
transmission mechanism for monetary policy seems to have
lost its ambitions and on top of that, in Europe, oil prices
have dropped, limiting the impact of ECB skewing. The drop
in oil price is mainly driven by supply factors, and it is highly
uncertain that oil producers will succeed in coordinating. As
a result, short-term inflation expectations should remain at a
low level, making the ECB’s task more difficult. Interest rates
are going to stay low, due to a combination of saving glut,
QE glut and Secular stagnation.
Mr. Musca remarked that monetary policies seem to have
reached their limits: “The ECB is buying more by far than
the amount of the total net issuance in the Eurozone. The
Bank of Japan has become the primary holder of Japanese
government bonds. Its balance sheet is now equal to 80
percent of Japan’s GDP, which is obviously a record high.
We can and should be pleased that the central banks,
through their action, succeeded in calming tension and
reducing credit spreads. The ECB deserves particular credit
for its crucial role at the difficult moment of the Eurozone
experience between 2010 and 2012. But we must admit
that some of today’s financial stability is partly artificial. It can
only be effective if growth actually recovers,” he said.
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Negative rates and government issuers
For government issuers, there is a paradoxical aspect to the
situation. The weak term premium (it is at its lowest level since
the 1960s in the United States) simply means that investors are
no longer compensated for the interest rate risks they incur. In
contrast, issuers, including governments, are rewarded when
they go into debt. Instead of paying interest, they receive
compensation. In other words, zero or negative interest rates
equate to imposing a savings tax and a debt accumulation
subsidy, which does not really encourage keeping debt under
control. Put simply, governments are funding themselves at very
low, even negative, rates and the ECB is purchasing a significant
portion of these issues (it is purchasing more than twice the net
issues of European governments). It is a kind of perpetual motion
machine, but not very healthy. Maintaining rates and yields
at low level is not a strong incentive for government issuers to
become more rigorous. Globally, the picture is nevertheless
reassuring: the debt/GDP ratio has started to decline, thanks
to low rates (rates are now much lower that GDP growth) and
primary surpluses in some countries.

FINANCIAL STABILITY THROUGH
REAL RECOVERY
Many of the Forum’s speakers spoke on how, precisely,
to achieve this, but Mr. Musca said the answer is not a
straight-forward one: “First of all, I believe that continuing
with an aggressive negative interest rate policy is both less
necessary and more dangerous than we realize. My second
conviction is that European growth strategy will not make
sense without a clear policy regarding the banking sector.
As for the legitimate objective of keeping interest rates very
low for a long period, the most appropriate instrument is
obviously quantitative easing. Finally, negative interest rates
are dragging down banks’ profitability. This is occurring at
a time when the banks are struggling to earn the market
favours, while being asked to lend more.”
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Ultra low / negative interest rates: impact on banks
For the banks, we must admit that the decline in rates was
initially favourable. Banks were instantly able to benefit from
very low funding costs and, in particular, with no relation to
their actual risk. Some banks did have difficulty refinancing
on the interbank market and all banks saw their share prices
collapse but, whether in the United States, Japan or Europe,
unconventional policies initially improved banks’ profitability.
The reason for this is simple: QE caused long rates to plunge
and, deposit duration is by construction shorter than that of the
assets the banks have in their portfolios. This situation could not
last: with declining rates and the flattening of the yield curve,
the interest margin was literally eliminated, and profitability
declined. In other words, the interest rate gap between (short)
liabilities and long (assets) virtually disappeared.

LOW RATES VS. BANK COST OF
CAPITAL
Mr. Musca said much has already been done, with
regulators and supervisors making efforts to clean up and
strengthen the banking sector. Through higher cap to
liquidity ratios, liquidity buffers, resolution mechanisms and
resolution funds, significant sums of money have been put
aside by the sector for its own insurance. These measures
were essential, Mr. Musca affirmed, and the banking sector
is now stronger for it. However, he did caution that regulators
and monetary authorities are not paying sufficient attention
to one issue that is becoming critical in the transmission
of monetary policy: the banks’ cost of capital. “Interest
rates are down, but the cost of capital remains around 10
percent, which is considerable in real terms,” Mr. Musca
said. He explained that this trend is due to the weight of
the past crisis and the fact a return to normal has not taken
place. Regulatory uncertainty is also a factor — regulation,
which aims to prevent crisis, does not spur growth. Finally,
normally low interest rates and rate curves have a direct
impact on profitability.

You can predict
the long-run real
returns on any
market by looking
at the inverse of
its price-earnings
ratio, corrected for
any business cycle
impact.

So, what can be done?
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THE WAY FORWARD
Mr. Musca said we must think about aligning prudential
regulation better with monetary policy. Regulation on risky
assets should also be amended. “Everyone — the IMF,
the ECB, the Bank of England, the European Banking
Association – is asking for change,” he asserted, adding,
“Market union will be the catalyst for these changes,
which include market integration, support for SMEs and
securitization.”

I am convinced
that the economic
recovery in Europe
can only be real and
strong if the banking
sector itself is very
strong.

Mr. Musca third recommendation is to facilitate the
formation of large pan-European banks that can ensure
better risk diversification. “By concentrating efforts on
systemic risks and contingents, regulators and supervisors
are actually encouraging the emergence of purely national
players. It would be much wiser, in my view, to facilitate the
formation of large, truly pan-European banks that could
withstand specific localized shocks,” he said. Finally, Mr.
Musca recommended the implementation of competition
rules in a more flexible way, so as to facilitate banking system
restructuring where necessary.
According to Mr. Musca, we are tasked with restarting our
economy. “Over the course of the past two days of rich
discussion and debate, we have all been encouraged to
think outside the box. I hope that through this platform, you
have been motivated and incentivized to do just that,” he
concluded.
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Negative interest rates: the death knell for paper money?
The elimination of paper money is being seriously discussed, not
only because it would help fight the black market and organised
crime, but also since it would free central banks from any
constraints on how deeply they can cut interest rates. Indeed,
negative interest rates can have a direct consequence on the
amount of banknotes and coins in circulation, as households may
opt to stash their savings under the mattress rather than keep
them in a bank account. Such a scenario would impact banks’
liquidity but also hamper growth and the real economy. At its
most extreme, a negative interest rate policy could even cause
a decline in economic activity, with a noticeable deflationary
impact.
This illustrates one of the natural limitations of the negative
interest rate policy. It is why some observers, including Kenneth
Rogoff, former chief economist at the IMF, and Willem Buiter,
former member of the Bank of England’s Monetary Policy
Committee, have called for the elimination of paper money. You
can’t stash away cash if it doesn’t exist anymore and payments
become entirely electronic.
What has happened in the countries with low or negative
interest rates? A strong, if not uniform, tendency can be seen.
If we look at the most recent data from the Swiss National Bank,
we can see an increase in the demand for cash, particularly in
high denominations: the number of 1,000-franc notes has grown
steadily, doubling since the financial crisis. In the Eurozone,
the trend is less clear. Nonetheless, data by the ECB show that
demand for 500-euro notes has increased. But Sweden, which
also applies negative interest rates, has seen a decline in the
demand for high-denomination banknotes. Therefore, it is
difficult to draw conclusions at this stage.
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Nevertheless, there have been cases of countries removing highdenomination notes from circulation. The Fed eliminated $500
bills, while Singapore is gradually eliminating its SGD 10,000
banknotes, which are no longer being printed. Others are taking
steps to limit payments in cash. As of 1 September in France,
for example, cash payments are limited to €1,000, compared to
€3,000 previously. On the more extreme end, the Danish National
Bank has announced that it would no longer print banknotes as
of the end of 2016 and that the country’s retailers and restaurants
would soon no longer be required to accept cash payments.
Will negative interest rate policies, e-commerce, new methods of
payment and the fight against money laundering and organised
crime spell the end of paper money? Time will tell.
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THE FORUM
IN PICTURES

DINNER COCKTAIL AND GALA EVENING - MUSÉE RODIN
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SEATED LUNCHEON - CARROUSEL DU LOUVRE
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Keynote and
guest speakers

Arundhati BHATTACHARYA
Chairman of State Bank of India

Forbes Asia has included her in the elite
club of Fifty Most Powerful Business
Women in Asia. She has also been
included in their list of The World’s 100
Most Powerful Women. She featured
in the Fortune List of Top 50 globally
most powerful women in business and
in the Asia-Pacific region she is ranked
among the top 5. She is also the only
Indian Banker who made it to the list of
“The Leading Global Thinkers of 2014”
conducted by Foreign Policy magazine
of USA which identifies the 100 most
important public intellectuals alive and
active in public life. She was also listed
among the 50 Most Influential list of
Bloomberg Markets magazine.
These and many such honours aptly
describe Ms. Arundhati Bhattacharya,
Chairman of SBI, India’s Global Banking
conglomerate. These laurels however
rest lightly on her shoulders. Having taken
over as Chairman of SBI in October, 2013,
incidentally the 1st woman Chairman of
SBI in its over 208 years of history, she
has been grappling with resolving issues
to lead and transform SBI into a top –

notch global institution. Her actions and
policies in this direction have made SBI
a force to reckon with. She is greatly
respected for her frank and open views
and in matters of finance and banking
her word carries a lot of weight with the
Govt., the regulators and peer bankers.
In fact she was the only public sector
banker to be hand-picked for the Prime
Minister’s delegation to Australia. She
is also a member of the Indo US CEO
forum which recently interacted with the
US President Mr. Barrack Obama and
his team. One does not relate a Banker
and that too a Public Sector Banker with
the term “entrepreneur”. However she
has been named the CEO Entrepreneur
of the Year by E&Y Entrepreneur of
the year Award Juryand “Outstanding
Women Business Leader of the Year
2013” by CNBC-TV18, India’s leading
business television channel.
She is closely associated with various
initiatives in the field of Education,
Health and empowering the challenged
and differently abled with the aim of
integrating them in the society.
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Olivier BLANCHARD

Former adviser and Chief Economist
at the International Monetary Fund

Olivier Blanchard is a renowned international economist and former chief
economist of the International Monetary
Fund. Since October 2015, he is the Fred
Bergsten Senior Fellow at the Peterson
Institute for International Economics,
in Washington. He is also the Robert
M. Solow Professor of Economics
emeritus at MIT.

nature of the labour market and the
determinants of unemployment, to
transition in former communist countries, and to forces behind the recent
global crisis. In the process, he has
worked with numerous countries and
international organizations. He is the
author of many books and articles,
including two textbooks in macroeconomics, one at the graduate level with
Stanley Fischer, one at the undergraduate
level.

Olivier Blanchard is a macroeconomist
who has worked on a wide set of issues,
from the role of monetary policy, to the
nature of speculative bubbles, to the
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Florence EID-OAKDEN

CEO and Chief Economist of Arabia Monitor

Florence Eid-Oakden is currently the
CEO and Chief Economist of Arabia
Monitor. She has been a professor of
economics and finance at the American
University of Beirut and a visiting professor at INSEAD and HEC Paris.
Formerly head of MENA research at
JP Morgan, Ms. Eid-Oakden has also
worked with the World Bank on Latin
America & North Africa and on the buy
side as a hedge fund investment professional.

America in New York, and sits on the
Advisory Council of the Al Faisal University
College of Business, Saudi Arabia, and
the Dean’s Strategic Advisory Board at
the American University in Cairo, Egypt.
She has also served as a Trustee of the
American University in Paris, and as a
Director of Shuaa Capital in Dubai.
Ms. Eid-Oakden received her Ph.D.
in Organization Economics from the
Massachusetts Institute of Technology
(MIT) with a joint MIT-Harvard Doctoral
Committee.

She serves on the Board of Directors for
the Arab Banking Corporation International Bank in London and in Jordan,
the Arab Bankers Association of North
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Mark FAWCETT

CIO at National Employment Savings Trust (NEST),
United-Kingdom

Mark Fawcett is Chief Investment Officer
at NEST. He has been an investment
manager for the last 28 years and has
led the investment team at NEST since
2008.

International, he was Chief Investment
Officer. Before joining PADA, Mark
Fawcett was a Partner at the boutique
investment manager Thames River
Capital LLP.

He has managed money at a variety
of institutions. At Gartmore Mark was
head of Japanese equities while at
American Express Asset Management

Mark Fawcett has an MA from Oxford
University and an MSc from London
Business School.

133
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

Daniel KAHNEMAN

2002 Nobel Laureate in Economic Sciences,
Psychologist and Economist

Daniel Kahneman was awarded the
Nobel Prize in Economic Sciences in
2002 for his pioneering work integrating
insights from psychological research
into economic science, especially concerning human judgment and decisionmaking under uncertainty.

research has been the study of various
aspects of experienced utility (that is,
the utility of outcomes as people actually
live them).
In addition to the Nobel Prize, Daniel
Kahneman has been the recipient of
many other awards, among them the
Distinguished Scientific Contribution
Award of the American Psychological
Association (1982) and the Grawemeyer
Prize (2002), both jointly with Amos
Tversky, the Warren Medal of the
Society of Experimental Psychologists
(1995), the Hilgard Award for Career
Contributions to General Psychology
(1995), and the Lifetime Contribution
Award of the American Psychological
Association (2007).

He is a Senior Scholar at the Woodrow
Wilson School of Public and International
Affairs. He is also Professor of Psychology and Public Affairs Emeritus
at the Woodrow Wilson School, the
Eugene Higgins Professor of Psychology
Emeritus at Princeton University.
Daniel Kahneman earned his Ph.D.
in Psychology from the University of
California, Berkeley. During the past
several years, the primary focus of his
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Xavier MUSCA

Deputy CEO of Crédit Agricole S.A.
Chairman of Amundi

Xavier Musca was appointed Deputy
Chief Executive Officer in charge of
International Retail and Commercial
Banking, Asset Management and Insurance on 17 July 2012.

officials from Europe’s national administrations and central banks. He left
the Treasury on 26 February 2009 to
join the Office of the French President as
Deputy Secretary General in charge of
economic affairs.

From 2002 to 2004, Xavier Musca was
Principal Private Secretary to the Minister
for the Economy, Finance and Industry,
Francis Mer. In 2004, he was appointed
Director of the Treasury. In this capacity
he chaired the Paris Club and the Economic and Financial Committee of the
European Union, composed of senior

On 27 February 2011, he was appointed
Secretary General of the President’s
Office.
Xavier Musca is a graduate of Sciences
Po Paris and École Nationale d’Administration.
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Amin RAJAN

CEO of CREATE–Research

Amin Rajan is the Chief Executive
of CREATE-Research – a network of
researchers undertaking l research and
advisory assignments for governments,
global banks, fund managers, multinational companies and international
bodies such as the EU, OECD and ILO.

focused on asset allocation and new
business models in investment management. He is the author of various widely
acclaimed research reports on global
investment. He has also acted as a senior
consultant to many asset management
companies.

As well as appearing on radio and
television regularly, he has contributed
feature articles to The Financial Times,
The Guardian, The Sunday Times, and
The London Evening Standard and IPE.
He has published reports and articles
on investment, leadership, business
cultures, strategic change, globalisation,
digitisation, and new business models.

He is a visiting professor at the Centre for
Leadership Studies at Exeter University,
and an associate fellow at Oxford
University’s Said Business School until
recently.
As an economist, he has held significant
positions, including:
- Secretary, Economic Group, Cabinet
Office, providing weekly briefs to the
Prime Minister
-F
 orecaster, UK Treasury’s Econometric
Model, producing forecasts of key
macro indicators.

He has presented the results of his work
at over 100 major events in the USA,
Europe and Asia-Pacific in the last five
years. His expertise covers, amongst
others, future of financial services in a
global context. His recent studies have
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Shahril RIDZA RIDZUAN

CEO of Employee Provident Fund (EPF), Malaysia

Shahril Ridza Ridzuan, 45, was appointed
as Chief Executive Officer effective 16
April 2013. He was previously Deputy
Chief Executive Officer (Investment) of
the EPF since 1 December 2009.

KL Sentral into one of the main commercial centres in Malaysia. His success
at MRCB saw him being named Property
CEO of The Year by the FIABCI Malaysia
branch in 2009. He previously served
Pengurusan Danaharta Nasional Berhad,
and was involved in corporate recovery
and credit restructuring following the
Asian financial crisis of 1997.

He holds a Master of Arts (First Class)
from Cambridge University and Bachelor
of Civil Law (First Class) from Oxford
University, and has been called to the
Malaysian Bar and the Bar of England
and Wales.

Shahril Ridza Ridzuan is presently a
Non-Executive Board Member of Media
Prima Berhad, Malaysia Building Society
Berhad, Pengurusan Danaharta Nasional
Berhad and Malaysian Resources Corporation Berhad.

Prior to joining the EPF, he was the
Managing Director of Malaysian Resources Corporation Berhad (MRCB),
where he was responsible for developing
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Jeremy RIFKIN

Economist and President of The Foundation
on Economic Trends

Jeremy Rifkin is the bestselling author of
twenty books on the impact of scientific
and technological changes on the economy, the workforce, society, and the
environment.

of the world. Mr. Rifkin’s vision of a
sustainable, post carbon economic era
has been endorsed by the European
Union and the United Nations and
embraced by world leaders including
Chancellor Angela Merkel of Germany,
President François Hollande of France,
and Premier Li Keqiang of China.

His books have been translated into
more than thirty five languages and
are used in hundreds of universities,
corporations, and government agencies
around the world. On April 1 st, 2014,
he published his latest book, “The Zero
Marginal Cost Society: The Internet of
Things, the Collaborative Commons,
and the Eclipse of Capitalism”.

Jeremy Rifkin is an advisor to the European
Union and to heads of state around the
world, and president of the Foundation on
Economic Trends in Washington, DC.

In 2011, he published the New York
Times bestseller “The Third Industrial
Revolution”, which captured the attention
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Jim ROGERS
International Investor

Jim Rogers, a native of Demopolis,
Alabama, is an author, financial commentator, adventurer, and successful
international investor. He has been frequently featured in Time, The Washington
Post, The New York Times, Barron’s,
Forbes, Fortune, The Wall Street Journal,
The Financial Times, The Business Times,
The Straits Times and many media outlets
worldwide. He has also appeared as a
regular commentator and columnist in
various media and has been a professor
at Columbia University.

him in the Guinness Book of World
Records. As a private investor, he constantly analyzed the countries through
which he traveled for investment ideas.
He chronicled his one-of-a-kind journey
in “Investment Biker: On the Road with
Jim Rogers”. Jim also embarked on a
Millennium Adventure in 1999. He traveled for 3 years on his round-the-world,
Guinness World Record journey. It was
his 3rd Guinness Record. Passing through
116 countries, he covered more than
245,000 kilometers, which he recounted
in his book “Adventure Capitalist: The
Ultimate Road Trip”. His book, “Hot
Commodities: How Anyone Can Invest
Profitably In The World’s Best Market”,
was published in 2004. Another of his
books A Bull in China describes his
experiences in China as well as the
changes and opportunities there. His
recent book “A Gift to My Children” is
a heartfelt, indispensable guide for his
daughters (as well as for all adults and
children) to find success and happiness.
His latest memoir “Street Smarts: Adventures on the Road and in the Markets”
was published in February 2013.

After attending Yale and Oxford University,
Rogers co-founded the Quantum Fund,
a global-investment partnership. During
the next 10 years, the portfolio gained
4,200%, while the S&P rose less than
50%. Rogers then decided to retire – at
age 37. Continuing to manage his own
portfolio, Rogers kept busy serving as
a full professor of finance at the Columbia
University Graduate School of Business,
and, in 1989 and 1990, as the moderator
of WCBS’s ‘The Dreyfus Roundtable’ and
FNN’s ‘The Profit Motive with Jim Rogers’.

In 1990-1992, Rogers fulfilled his lifelong dream: motorcycling 100,000 miles
across six continents, a feat that landed

139
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

Jeremy J. SIEGEL

Russell E. Palmer Professor of Finance
at the Wharton School of the University of Pennsylvania

Jeremy J. Siegel is the Russell E. Palmer
Professor of Finance at the Wharton
School of the University of Pennsylvania
in Philadelphia, Pennsylvania. Siegel
comments extensively on the economy
and financial markets: he appears
regularly on networks such CNN, CNBC
and NPR, and writes regular columns
for Kiplinger’s Personal Finance and
Yahoo! Finance. Siegel’s paradox is named
after him.

Run, now in its fifth edition, has been
named by the Washington Post and
Business Week as one of the ten-best
investment books of all time. His second
book, “The Future for Investors: Why
the Tried and the True Triumph over the
Bold and New” (Crown Business) was
named one of the best business books
published in 2005 by Business Week,
the Financial Times, and Barron’s magazines.

Mr. Siegel is the author of numerous
professional articles and two books. His
bestselling book, Stocks for the Long

Jeremy Siegel has received many
awards and citations for his research
and excellence in teaching.
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Leslie TEO

Director of the Economics and Investment Strategy Department
and Chief Economist at GIC Private Limited, Singapore

Leslie Teo is the Director of the
Economics and Investment Strategy
Department and Chief Economist at
GIC Private Limited. He oversees the
economics and investment strategy
team at GIC. The team is responsible for
asset allocation, total portfolio construction and identification of key longterm
trends that would impact GIC’s portfolio.

he is a certified Financial Risk Manager
and a CFA charterholder.
Prior to joining GIC, Leslie was at the
International Monetary Fund.During his
Fund career, he worked in the Asia Pacific,
Monetary and Financial Systems, Policy
Development and Review, and European II Departments.
Leslie Teo was also Head of the Financial
Surveillance Division at the Monetary
Authority of Singapore.

Leslie Teo holds a BA from the University
of Chicago and PhD in Economics from
the University of Rochester. In addition,
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Michael WYRSCH

Chief Investment Officer of Vision Super Pty Ltd.

Michael Wyrsch is responsible for providing strategic investment advice to the
trustees as well as being responsible for
operational investment matters, providing
investment advice and assistance to
the CEO and Trustees as required.

analytical and advisory roles. Most recently, he was a Senior Investment
Consultant at Frontier Investment Consulting, a leading investment advisory
firm.
Michael Wyrsch holds a BSc (Hons) in
Mathe-matics from Monash University.

Michael has over 20 years’ experience
in financial services, having worked in
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Amundi
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Marie-Anne ALLIER

Deputy Global Head of Fixed Income at Amundi

Marie-Anne Allier began her career as a
Fixed-Income fund manager at Robert
Lefebvre in 1987 and in 1989, moved
to Sogeposte to take up a similar post.

2005 and then Deputy Head of the
Fixed Income Department in 2007. Since
2010, she is Head of Euro Fixed Income
at Amundi. In 2016, she has been appointed Deputy Global Head of Fixed
Income.

In 1994, she was appointed Head of
Equity and Bond management at Banque
Transatlantique. Marie-Anne joined SGAM
as Head of Credit Management in 1998.
She became Head of the European Fixed
Income management department in

Marie-Anne Allier holds a Master Degree in
Banking and Finance from the Sorbonne
University of Paris I.
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Pedro Antonio ARIAS

Global Head of Real and Alternative Assets at Amundi

Pedro Antonio Arias joined Amundi in
July 2013 to manage the unlisted assets
business line within Amundi: Pedro
Antonio oversees the Private Equity,
Real Estate, Infrastructure investments
and assets and co-manages the private
debt.

Pedro Antonio started his career in
1994 in a law firm before moving to
corporate and investment banking in
various leading institutions. Pedro Antonio
was notably involved in mergers and
acquisitions across Europe and Latin
America and eventually in co-head of
the restructuring practice at Rothschild
& Cie for Europe.

He was previously Deputy CEO in
charge of international development and
real estate at the Casino Group, the
French retail Group.
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Laurent BERTIAU

Global Head of Institutional Clients at Amundi

Laurent Bertiau is in charge of the
Institutional Clients globally covering
Sovereign Funds, Central Banks, Insurances companies, Corporates, Pension
Funds and Banks.

From 1993 to 1996, he was the President
of Société Générale FIMAT Trading
Management in Chicago. He then served
as CEO of SGAM Singapore from 1997
to 2001, SGAM Japan from 2001 to
2004, and CEO Asia from 2005 to 2008.

He’s been working with Amundi from its
creation in 2010.

Laurent Bertiau was appointed as Global
sales and Marketing Director from 2008
to 2009 and Deputy CEO from 2009
to 2010 of Société Générale Asset
Management.
Laurent Bertiau is a graduate of CESB
(Centre d’Etudes Supérieures de Banque)
and from the University of Caen in Economics.

Prior to joining Amundi, Laurent Bertiau
worked at Société Générale Group from
1981 to 2010.
There, between 1986 and 1993, he was
a Fund Manager and Trader in the
Fixed Income department at Société
Générale Asset Management (SGAM).
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Pascal BLANQUÉ

Global Head of Institutional Division at Amundi
& Chief Investment Officer

Pascal Blanqué is Deputy CEO and
CIO of Amundi Group, Global Head of
Institutional Business and Member of
the Executive Committee since 2005.
He has also been heading the third
party distributors business since 2010
up to 2016. He started his career in
finance with Paribas in 1991 and joined
Crédit Agricole in 2000, where he was
Head of economic research and Chief
Economist until 2005.

financial markets and the philosophical
foundations of economics. His books
include “Money, Memory and Asset Prices,
The Social Economy of Freedom, Philosophy in Economics” and “Essays in
Positive Investment Management”.
Pascal Blanqué was awarded European
CIO of the Year 2013 by Funds Europe
Magazine and is the recipient of the
Manager Lifetime Achievement Award
2016 by Institutional Investor.

As an economist and a financial historian Pascal Blanqué is the author
of several contributions. His research
interests and his academic work focus
on monetary issues, the functioning of

Pascal Blanqué graduated from the
Ecole Normale Supérieure and Sciences
Po in Paris and holds a PhD in finance
from Dauphine University.
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Romain BOSCHER

Global Head of Equity at Amundi

Romain Boscher joined Amundi in 2011
as Global Head of Equities.

discretionary investment management
at VEGA Finance (now Banque Privée
1818). He started his career in 1994
as a Balanced Portfolio Manager with
Meeschaert.

Prior to joining the company, he was
CIO at Groupama Asset Management
(2009- 2011). He joined the company
in 2000 as director of Equity Investment
Management for Europe and was in
charge of international investing from
2005. From 1998 to 2000, he was a
Senior Banking Executive in charge of

Romain Boscher is a graduate of Paris IX
Dauphine University and the ESSEC
Business School. He is a member of
the French Society of Financial Analysts
(SFAF).
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Eric BRARD

Global Head of Fixed Income at Amundi

Eric Brard graduated in Economics and
holds a postgraduate degree in Finance
(Sorbonne University).

Fixed income investments represent
more than 70% of Amundi’s € 952 bn
of assets under management. The range
of strategies covers a wide spectrum
including global fixed income, Euro, US
dollar, Asian fixed income, currency
management. The fixed income platform gathers a hundred fixed income
professionals located in Paris, London,
Singapore, Kuala Lumpur, Tokyo and
Durham, NC.

He began his career in 1985 as a primary
market bond dealer for L’Européenne
de Banque.
In 1990, he joined Indosuez AM. Indosuez
became Indocam in 1997 and he was
appointed Head of Euro Fixed Income.
In 2000, Eric Brard joined Societe Generale
Asset Management. He headed up the
Fixed Income department when SGAM
and CAAM merged to create Amundi.
Since January 2011, Eric is Global
Head of Fixed Income at Amundi and
a member of the Executive Committee.
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Philippe ITHURBIDE

Global Head of Research, Chief Economist at Amundi

Philippe Ithurbide joined Amundi as
Global Head of Research, Analysis and
Strategy in July 2010. From 2006 to
2010, he has worked at “Caisse de Dépôt
et Placement du Québec” (Montréal).
A member of the Executive Committee
and of the asset allocation committee
he was, in turn, Executive Vice President in charge of fixed income, currency
and credit from 2007 to 2009, and of
multi-asset class overlay strategy subsequently. He was previously in charge of
strategic investment in the fixed income
and credit division. Prior to that, he
worked for Société Générale (SGCIB)
from 1991 to 2006 as head of research
in foreign exchange, fixed income and
commodities, having joined as chief
economist. Member of the board of SG’s
pension fund (2000-2006), he was in
charge of asset allocation. In 1989 he
was appointed chief economist at the
Manufacturers Hanover Bank France
after serving in the same role at the
Banque Française de Commerce Extérieur.
Philippe Ithurbide started his career as
teacher/researcher at the University of
Bordeaux, Laboratoire d‘Analyse et de
Recherche Economiques (part of the
Centre National de la Recherche Scientifique - CNRS) in 1982. For more than
20 years he taught (or gave lectures) at

several universities, in France (in Bordeaux
in particular), in Spain, in Colombia, in the
US, and more recently, between 2000
and 2005, at HEC Paris. He published
theoretical papers on international finance
(topics such as “Rational bubbles and
gold market”, “Voluntary exports restraints:
a general equilibrium model”, “Pension
funds: the role for Indexed linked bonds
in an Asset-Liabilities Management perspective”…) and books such as “The
eco-nomic status of gold”, “Protectionism
and exchange rate regime”, or “French
firms and foreign exchange risk: dollar
versus EMS”.
Born in 1958, Philippe Ithurbide holds a
PhD in International Economics and
Finance from the University of Bordeaux.
He is, amongst other activities, member
of the Scientific Council of “AMF” (Autorité
des Marchés Financiers), the French
regulator, member of the board of “OEE”,
(L’Obervatoire de l’Epargne Européenne),
an institution monitoring the European
Savings, and in charge of the Asset
Management working group at Finance
Innovation, (Paris-Europlace), which
recently published (February 2015) a book
entitled “L’innovation au centre des mutations de la gestion d’actifs” (“Innovation at
the centre of asset management industry
transformations”).
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Fathi JERFEL

Global Head of Retail Division at Amundi

Fathi Jerfel is Deputy CEO of Amundi and
is responsible for the management of the
Retail Division. From 2010 to February
2016, Fathi Jerfel has been responsible
for the management of the “Investment
Solutions for Retail Network Division”.
Since January 2008, Fathi Jerfel has
been a member of the General Management Committee of Crédit Agricole
Asset Management, heading up the
specialized management division including structured and guaranteed
investment management, alternative
investments, real estate management,
multi-management and private equity.
In January 2005, Fathi Jerfel became
CEO of Crédit Agricole Structured Asset
Management (CASAM), the subsidiary
dedicated to structured asset management, guaranteed funds, alternative
management account platform and

Exchange Traded Funds. In March 2003,
he became a member of Crédit Agricole
Asset Management’s Executive Committee. Fathi joined CAAM in 1996 and
assumed the role of Head of Structured
and Convertible Management and
Quantitative Research in 2002.
He started his career at Crédit Lyonnais
where he held various positions in
financial engineering (1992-1996), fixed
income management (1990-1992) and
trading (1986-1989).
Fathi Jerfel holds an engineering degree
from École Polytechnique (1983) and
a specialized engineering degree from
the Institut Français du Pétrole (1986).
He also holds a post-graduate degree
in Economics (Petroleum Management)
(1986).
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Yves PERRIER

Chief Executive Officer of Amundi
Member of the Executive Committee of Crédit Agricole Group
Head of Asset Management, Insurance and Real Estate

Yves Perrier, member of Crédit Agricole
SA Executive Committee (since 2003)
is Head of Asset Management, Insurances and Real estate since September
2015. As such, he is Chief Executive
Officer of Amundi Asset Management
and also supervises Crédit Agricole
Insurance and Crédit Agricole Immobilier (real estate division of Crédit
Agricole).

(CACIB today) with responsibility for
structured finance, brokerage, risk, support functions and international network.
Yves Perrier began his career in audit
and consulting (1977-1987). He then
joined Société Générale where he held
a number of positions between 1987
and 1999, namely Chief Financial Officer
(1995-1999), before moving to Crédit
Lyonnais as a member of its Executive
Committee with responsibility for finance,
risk and audit functions (1999-2003).

Previously he was Head of Asset Management, Securities and Investor Services
at Crédit Agricole SA from September
2007 till August 2015. During that period,
he oversaw the creation of Amundi and
was also Chairman of the Board of
Directors of CACEIS, a leading European
fund custodian and administrator.

Yves Perrier is also Chairman of the
AFG (Association Française de Gestion
Financière) since May 2015.
Born in 1954, Yves Perrier is a graduate
of the ESSEC business school and is a
Certified Public Accountant (CPA).

Previously (2003-2007), he served as
Deputy Chief Executive Officer of Calyon
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Alessandro RUSSO

Head of Factor Investing at Amundi

Alessandro Russo has been appointed
Head of Factor Investing at Amundi
in 2016, where he has previously served
as Head of Equity Quantitative Research,
since 2007.

Alessandro started his career in 2001
with Nextra Investment Management
(Intesa Group) in Milan, as an equity risk
manager, quantitative fund manager and
then as Head of Quantitative Research
at the Italian branch of Credit Agricole.

In this position, Alessandro Russo has
deeply investigated many smart beta
investment solutions, writing several
research paperson the subject, and
thus participating to the development
of Amundi’s expertise and offer. He
has also designed several models for
dynamic risk-factor allocation, based
both on statistical regimes and on the
macro-economic scenarios.

Alessandro Russo is CFA Charter holder
since 2005 and holds a Degree in Economics from Bocconi University, Milan.
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Moderators

Adrian DEARNELL

Financial Journalist, Founding Partner of EuroBusiness Media

Adrian Dearnell is a bilingual FrancoAmerican financial journalist, formerly
a Bloomberg TV and BFM Business
Radio anchor and former President of
the Anglo-American Press Association
of Paris.

In addition, Adrian coaches C-level executives on how to talk to the media and
deliver winning investor presentations topics on which he recently published a
popular how-to book.
In 2002, Adrian founded EuroBusiness
Media (EBM), a leading corporate
communications agency specialized in
corporate content: video production,
speechwriting, presentation coaching,
media training and events consulting.

With more than 20 years' experience in
financial television, Adrian has conducted
4,000 face-to-face interviews with top
CEOs, investors, analysts and economists. He also regularly serves asthe
MC or panel moderator for many highprofile corporate events.
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Guillaume MAUJEAN

Chief Editor of Finance & Markets at Les Echos

Guillaume Maujean is Chief Editor of
Finance & Markets at Les Echos.

He was appointed “Financial markets
desk editor” in 2010, and became Editor
in Chief, Finance-Markets, in 2013.

He joined Les Echos in 2000, after
one year in “Option Finance” magazine.

Born in 1978, Guillaume Maujean is graduated from the University of Paris IV
Sorbonne.

He worked at the “Finance desk” at Les
Echos, covering Insurance companies
and Banks during the financial crisis.
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Philippe MUDRY

CEO, Editorial director at l’Agefi

From July 2011, Philippe Mudry is CEO
and Editorial director at Agefi Group,
where he was previously Executive
editor in charge of all editorial contents
since 2005. Mr Mudry is also Editorialist
for BFM Business Radio since 2005.

correspondent, covering Africa and
as Deputy Editor in chief in charge of the
stock market, business and finance
sections, as well as of French and international issues coverage.
Philippe hold several positions at Agence
France Presse between 1981 and 1988.

Since 2004, he is Associate professor
in the Sciences-Po school of journalism.

Philippe Mudry is graduated from leading
French business school, the Ecole des
Hautes Etudes Commerciales (HEC) - class
of 1979.

From 1996 to 2003, Philippe was Deputy
and then Executive Editor at La Tribune.
He also worked at Le Figaro from
1988 to 1996, firstly as Senior foreign
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CONTACTS
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Amundi
Headquarters
INSTITUTIONAL DIVISION
Amundi Paris
Pascal BLANQUÉ,
Global Head of Institutional Business
& Chief Investment Officer Group
Member of the Executive Committee
pascal.blanque@amundi.com
+ 33 1 76 33 32 58

Amundi Paris
Thierry ANCONA,
Global Head of Corporate Clients
thierry.ancona@amundi.com
+ 33 1 76 37 80 29
Amundi Paris
Jean SORASIO,
Global Head, Insurance Business Line
jean.sorasio@amundi.com
+33 1 76 33 00 86

Amundi Paris
Laurent BERTIAU,
Global Head of Institutional Clients
Member of the Executive Committee
laurent.bertiau@amundi.com
+ 33 1 76 37 84 32

Amundi Paris
Christine MOSER,
Head of Institutional Clients - France
christine.moser@amundi.com
+ 33 1 76 33 47 71

Amundi Paris
Frédéric SAMAMA,
Deputy Global Head of Institutional
Clients
Member of the Executive Committee
frederic.samama@amundi.com
+ 33 1 76 32 02 91

Employee Savings & Retirement
Xavier COLLOT,
Head of Employee Saving Sales
xavier.collot@amundi.com
+ 33 1 76 33 96 97

Amundi Paris
Jean-Jacques BARBÉRIS,
Global Head of Central Banks
and Sovereign Wealth Funds
Member of the Executive Committee
jean-jacques.barberis@amundi.com
+ 33 1 76 32 00 56
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RETAIL DIVISION
Amundi Paris
Fathi JERFEL,
Global Head of Retail Division
Member of the Executive Committee
fathi.jerfel@amundi.com
+ 33 1 76 33 08 44

Amundi Real Estate
Jean-Marc COLY,
CEO Amundi Real Estate
jean-marc.coly@amundi.com
+ 33 1 76 32 17 75
Crédit Agricole
André PASQUIÉ,
Head of CA Group Business
Development
Member of the Executive Committee
andre.pasquie@amundi.com
+ 33 1 76 33 44 10

Amundi Paris
Christophe LEMARIÉ,
Deputy Head of Retail Division
Head of Retail Marketing
Member of the Executive Committee
christophe.lemarie@amundi.com
+ 33 1 76 33 79 71

Crédit Agricole
Fabienne BARLOY,
Head of Sales - North
fabienne.barloy@amundi.com
+ 33 1 76 33 44 10

Amundi Real and Alternative Assets
Pedro ARIAS,
Managing Director - Global Head of
Real and Alternative Assets
Member of the Executive Committee
pedro.arias@amundi.com
+ 33 1 76 32 10 37

Crédit Agricole
Jean-Pierre DUQUESNOY,
Head of Sales - South
jean-pierre.duquesnoy@amundi.com
+ 33 1 76 33 09 62

Retail & Distributors
Christian PELLIS,
Global Head of Distribution
Member of the Executive Committee
christian.pellis@amundi.com
+ 33 1 76 32 04 94

161
AMUNDI WORLD INVESTMENT FORUM 2016
MEGATRENDS: THE PATH FORWARD

Amundi
Headquarters
ETF, Indexing & Smart Beta
Valérie BAUDSON,
CEO
Member of the Executive Committee
valerie.baudson@amundi.com
+33 1 76 33 88 59

LCL Gestion
Frédérique DUGENY,
Head of Relationship with LCL
frederique.dugeny@amundi.com
+ 33 1 76 33 79 52
Société Générale Gestion
Michel PELOSOFF,
CEO of Société Générale Gestion
michel.pelosoff@sggestion.fr
+ 33 1 76 37 00 11

Fannie WURTZ,
Managing Director
fannie.wurtz@amundi.com
+33 1 76 32 00 94
Etoile Gestion
Pascal MENTHILLER,
CEO
pascal.menthiller@etoile-gestion.com
+ 33 1 76 37 76 33
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Amundi
Subsidiaries
Amundi Abu Dhabi
Nesreen SROUJI,
CEO Middle East
nesreen.srouji@amundi.com
+ 9712 63 18 507

Amundi Hellas - M.F.M.C.
Spiros KRITIKOPOULOS,
CEO
spiros.kritikopoulos@amundi.com
+ 30 210 37 13 953

Amundi Australia LTD
Brian SCOTT,
CEO
brian.scott@ap.amundi.com
+ 612 (2) 9336 8350

Amundi Hellas - Greece
Magda BENAKI,
Head of Marketing
magda.benaki@amundi.com
+ 30 210 37 13 903

Amundi Benelux
Eric VAN EYKEN,
CEO
eric.vaneyken@amundi.com
+ 32 2 541 18 17

Amundi Hong Kong Limited
Xiaofeng ZHONG,
CEO
xiaofeng.zhong@hk.amundi.com
+ 85 228 273 899

Amundi Canada
Gilbert LAVOIE,
CEO
gilbert.lavoie@amundi.com
+ 15 149 822 902

Amundi Iberia SGIIC, S.A
Didier TURPIN,
CEO
didier.turpin@amundi.com
+ 34 914 367 221

Amundi Deutschland Branch
Gottfried HOERICH,
CEO
gottfried.hoerich@amundi.com
+ 49 69 74 221 320

Nuria TRIO,
Head of Marketing & Sales
Deputy CEO
nuria.trio@amundi.com
+ 34 914 367 212
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Amundi
Subsidiaries
Amundi Japan Limited
Julien FONTAINE,
CEO
julien.fontaine@amundi.com
+ 81 3 3593 5925

Amundi SGR Spa Italy
Alessandro VARALDO,
CEO
Alessandro.varaldo@amundi.com
+ 39 02 0065 2111

Amundi London branch
Laurent GUILLET,
CEO
laurent.guillet@amundi.com
+ 44 207 074 9341

Paolo PROLI,
Head of Sales and Marketing  
paolo.proli@amundi.com
+39 02 0065 2404
Amundi Singapore
Jenny SOFIAN,
CEO
jenny.sofian@sg.amundi.com
+ 65 64 39 93 72

Amundi Malaysia
Roslina Abdul RAHMAN,
Managing Director
roslina.abdulrahman@my.amundi.com
+60 32 71 61 601

Amundi Smith Breeden
Patrice BLANC,
CEO
pblanc@amundismithbreeden.com
+ 1919 328 5005

Amundi Polska
Gabriele TAVAZZANI,
CEO
gabriele.tavazzani@amundi.com
+48 22 52 27 001

Amundi Sweden
Tove BANGSTAD,
Head of Nordics
tove.bangstad@amundi.com
+46 8 5348 2726

Kazimierz FEDAK,
Chief Sales and Marketing Officer
kazimierz.fedak@amundi.com
+48 22 52 27 004
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Amundi Swiss
Christian MATHERN,
CEO
christian.mathern@amundi.com
+ 41 223 160 156

CPR Asset Management
Valérie BAUDSON,
CEO
Member of the Executive Committee
valerie.baudson@amundi.com
+33 1 76 33 88 59

Amundi Taïwan
Nick CHIANG,
CEO
nick.chiang@tw.amundi.com
+ 886 227 177 311

IKS-KB - Czech Republic
Franck DU PLESSIX,
CEO
Chairman of the Board
franck.duplessix@iks-kb.cz
+ 420 224 008 100

ABC-CA, China
Shu-Kang CHEN,
Chief Marketing Officer
chenshukang@abc-ca.com
+ 86 21 6109 5432

Pavel HOFFMAN,
Head of Sales
pavel.hoffman@iks-kb.cz
+ 420 224 008 101

Amundi Austria GmbH
Eric BRAMOULLÉ,
CEO
eric.bramoulle@amundi.com
+43 1 92 82545

NH-CA, Korea
Philippe PERCHERON,
CEO
philippe.percheron@nh-ca.com
+ 82 2 368 3620

Robert KOVAR,
Sales and Marketing Officer
robert.kovar@amundi.com
+43 1 92 82559

SBIMF, India
Nicolas SIMON,
Deputy CEO
nicolas.simon@sbimf.com
+91 226 179 3003
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The information contained in this material is intended
for general circulation, without taking into account the
specific investment objectives, financial situation or
particular need of any particular investor. It shall only
be circulated to investors that are not “U.S. Persons”
(as defined in the US financial regulation). This material
is communicated solely for information purposes and
neither constitute an offer to buy nor a solicitation to
sell a product. It shall not be considered as an unlawful solicitation or an investment advice. This material
which is neither a contract nor a commitment of any
sort is based on sources that Amundi considers to be
reliable. Any information contained in this material may
be changed without notice. Amundi accepts no liability
whatsoever, whether direct or indirect, that may arise
from the use of information contained in this material.
Amundi can in no way be held responsible for any decision or investment made on the basis of information
contained in this material. The information contained in
this material is disclosed to you on a confidential basis
and shall not be copied, reproduced, modified, translated or distributed without the prior written approval of
Amundi, to any third person or entity in any country or
jurisdiction which would subject Amundi or any of its
products, to any registration requirements within these
jurisdictions or where it might be considered as unlawful. This material has not been reviewed by any financial
regulator. It is not deemed to be communicated to, or
used by, any person, qualified investor or not, from any
country or jurisdiction which laws or regulations would
prohibit such communication or use.

About Amundi
Amundi is the No.1 European Asset Manager and
in the Top 10 worldwide1 with AUM of close to
€1,000 billion worldwide2.
Located at the heart of the main investment regions in
more than 30 countries, Amundi offers a comprehensive
range of products covering all asset classes and major
currencies.
Amundi has developed savings solutions to meet the
needs of more than 100 million retail clients worldwide
and designs innovative, high-performing products for
institutional clients which are tailored specifically to their
requirements and risk profile.
The Group contributes to funding the economy by
orienting savings towards company development.
Amundi has become a leading European player in asset
management, recognised for:
Product performance and transparency;
 uality of client relationships based on a long-term
Q
advisory approach;
 fficiency in its organisation and teams’ promise to
E
serving its clients;
 ommitment to sustainable development and socially
C
responsible investment policies.
1. N
 o.1 European asset manager based on global assets under management
(AUM) and the main headquarters being based in Europe – Source IPE “ Top 400
asset managers” published in June 2015 and based on AUM as at December
2014.
2. Amundi figures as of 31 March 2016.
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