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At end of 2024, the Eurozone monetary policy was still rather accommodative with 

gradual interest rate cuts. After peaking at 4% in 2023, European Central Bank (ECB) rates 

reached 3% at year-end 2024 and are expected to fall further in 2025 (source Ostrum AM, 

December 2024).   

The macroeconomic environment still demonstrates a degree of resilience, especially in the 

United States with the US economy still on a favourable trend. We believe that growth is very 

positive despite US Federal Reserve (Fed) rates still above 4%.  

In the Eurozone, the trend is less favourable, but companies are still showing positive results 

despite two years of high rates. Inflation, meanwhile, has fallen sharply since the post 

pandemic peak of almost 10% (summer 2022) and appears to be returning to levels close to 

2% (source Ostrum AM, December 2024). There has also been a slight recovery linked to energy 

prices and inflation in services and wages, which seem to be holding up at higher levels. 

Finally, we expect default rates to remain below their historical average, while 

Technicals remain strong with large inflows, which should continue to support spreads 

in the credit asset class in 2025. 
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With short term interest rates above 3% early 

2025, investors still seem to prefer short-term 

solutions such as money market investments, 

given that volatility is very close to zero in a 

context of considerable instability in interest rate 

expectations. Fairouz Yahiaoui, money market 

portfolio manager says: " Expectations of 

interest rate cuts by the market at the end of 

2024, at 1.5% by the end of 2025, seemed a little 

pessimistic. Consequently, for money market 

strategies, we have favoured floating rate bonds 

so that we do not see a negative re rating in the 

event of a rise in rates on the short end”. 

Predictions embedded in Euribor future contracts 

show only three rate cuts in 2025, down from six 

few weeks earlier, suggesting that cash yields 

are likely to stay higher for longer. The market 

is expecting them to remain above 2% for the 

coming months and years, which is why we 

believe that money market investments remain 

an attractive asset allocation option.    

On the other hand, long-term yields have risen 

sharply since the end of 2024. The yield curve is 

now steepening, with longer rates regaining 

interest compared to a recent situation where the 

curve was flat to inverted. As a result, with yields 

starting to steepen a little, investors are beginning 

to ‘pick up duration’ by investing in longer 

maturities to capture a more attractive yield.  

 

 

 

 

 

 

Philippe Berthelot, CIO Credit & Money 

Market, notes: " We are seeing more and more 

investors ‘riding the yield curve' i.e. leaving the 

very short end to increase the maturities of their 

investments. In the current environment of yield 

curve normalisation, we think this is appropriate. 

However, given the high volatility of interest rate 

expectations, we think investments in 

intermediate maturities, between 1 and 3 years, 

seem the most appropriate in terms of 

returns/risks”. As a result, investors are still 

prioritising money market solutions but are 

gradually following the steepening of yields with 

slightly longer investments. 

 

In conclusion, given the solid fundamentals 

of issuers, weak growth in the euro area but 

which should be supported by more 

accommodative monetary policies as well as 

supportive technical factors, credit seems to 

be an asset class that could still be preferred 

by investors. With high interest rate volatility, 

geopolitical instability and a possible resurgence 

of inflation following the uncertainty surrounding 

Trump's election and his programme deemed 

inflationary, we still prefer short-term solutions 

as we enter 2025, but with a possible and 

gradual increase in duration over the coming 

months and years. 

 

 

 

 

 



 

  

 

 
Additional notes 
 

Asset management company regulated by AMF under n° GP-18000014 – Limited company with a share capital of 50 938 997 €. Trade register 
n°525 192 753 Paris – VAT: FR 93 525 192 753 – Registered Office: 43, avenue Pierre Mendès-France, 75013 Paris – www.ostrum.com 
This document is intended for professional, in accordance with MIFID. It may not be used for any purpose other than that for which it was 
conceived and may not be copied, distributed or communicated to third parties, in part or in whole, without the prior written authorization of 
Ostrum Asset Management.  
None of the information contained in this document should be interpreted as having any contractual value. This document is produced purely 
for the purposes of providing indicative information. This document consists of a presentation created and prepared by Ostrum Asset 
Management based on sources it considers to be reliable.  
Ostrum Asset Management reserves the right to modify the information presented in this document at any time without notice, which under no 
circumstances constitutes a commitment from Ostrum Asset Management. 
The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the date shown and are 
subject to change without prior notice. There can be no assurance that developments will transpire as may be forecasted in this material. This 
simulation was carried out for indicative purposes, on the basis of hypothetical investments, and does not constitute a contractual agreement 
from the part of Ostrum Asset Management. 
Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information contained in this 
document, nor in the use that a third party might make of the information. Figures mentioned refer to previous years. Past performance does 
not guarantee future results. Any reference to a ranking, a rating or an award provides no guarantee for future performance and is not constant 
over time. Reference to a ranking and/or an award does not indicate the future performance of the UCITS/AIF or the fund manager. 
Under Ostrum Asset Management’s social responsibility policy, and in accordance with the treaties signed by the French government, the funds 
directly managed by Ostrum Asset Management do not invest in any company that manufactures, sells or stocks anti-personnel mines and 
cluster bombs. 
 

In the E.U.:

In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct 

in the United Kingdom:

only; in Ireland: in Guernsey: this material is 

Commission; in Jersey: in the Isle of Man:

In the DIFC:

In Japan:

In Taiwan:

In Singapore:

http://www.ostrum.com/


 

  

 

In Hong Kong:

In Australia:

In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not constitute 

In Korea:

In Colombia: Provided by Natixis Investment Managers International Oficina de Representación (Colombia) to professional clients for 

In Latin America

In Mexico:

In Uruguay:

In Brazil:

 
 
 

www.ostrum.com 
 

http://www.ostrum.com/

