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Market focus to shift from COVID19 to inflation ahead of strong economic 
expectations for 2022. Monetary policies across the world remain largely 
unpredictable as central banks’ target may promptly change from labour 
market to inflation. For 2022 we find great potential in the Defensive stocks in 
Developed markets, and in particular – the Consumer Staples sector, thanks to 
its pricing power and Healthcare still driven by the coronavirus effect. 
 

• Though the fastest economic growth for the past half-century is 

behind us, we anticipate another strong year for the global economy, 

driven by the pent-up savings and cash reserves, eased supply chain issues 

and continuous medical improvements. The consensus for the global GDP 

growth is 4.4%, and 4.1% and 4% for US and Eurozone economies 

respectively. According to the data, the funds from stimulus have not 

entirely entered the economy which is evident by the high corporate cash 

holdings and personal savings. Thus, we expect to witness a still relatively 

high consumption, as well as inventory restocking and strong CAPEX cycle. 

On the other hand, half of the world population is fully vaccinated, the 

number is even higher in the developed countries, the medical 

improvements which results in fewer deaths signal for diminishing impact 

from the pandemic. In tandem, these factors will favor the supply chain as 

the supply will catch up with the demand. We insist to emphasize on the 

fact that the supply chain issues were not caused by stalled production or 

logistic obstacles as much as the increased demand (Figure 2), brought 

about by the monetary policies. Taking this into consideration, the supply 

chain issues may last longer than expected, yet to a smaller extent. 

 

• The market analysts are consentaneous about one thing – inflation 

will be the main topic on the market for 2022. As shown on Figure 2, the 

inflation we currently see can more precisely be classified as demand-pull 

inflation rather than cost-push one. As mentioned earlier, we expect the 

aggregate global supply to slowly catch up with the demand which will 

stabilize the consumer prices. Moreover, we expect tighter and more 

aggressive monetary policies in the US coming in early 2022. Considering 

all of this and the fact that now the CPI index will not be compared to the 

deflationary 2020, we strongly believe that the inflation pressure will cool 

down, yet will remain higher than the pre-COVID period. The expectations 

for the global inflation rate at the end of 2022 is to reach 3.4%, with huge 

Consensuses for 2022: 

GDP growth:  Global = 4.4% 
                          US = 4.1% 
                          Eurozone = 4.0% 

Inflation rate: Global = 3.4% 
                           US = 3.9% 
                           Eurozone = 2.6% 

S&P 500 price: $5,006 
 
 
Figure 1: 

 
Source: IMF and Investment banks forecasts 
 
Figure 2: 

 
Source: Bridgewater 
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difference between Eurozone (2.6%) and the US (3.9%). This could be 

explained by the overall weaker inflationary pressure in the Eurozone 

and the much lower wage growth in the area (Figure 4). This also stands 

as the main rationale behind the differences in the central banks’ 

monetary policies in the two regions. While it is expected that the Fed 

will act hawkish and raise the fed funds rate three to four times this 

year, the ECB is more likely to be dovish until the labour market recovers 

fully (Figure 5) and tighten the monetary policy beyond 2023.  

 

• Aside from inflation, investors are also eyeing the labour market. The 

reason why the EU job market is lagging behind the US one in terms of 

wage growth is because of the better unemployment handling. Thanks 

to the introduced short-term work scheme in the EU, the labour force 

shortage effect was not as severely felt as in the US. The unemployment 

rate is near the pre-COVID levels, yet little uplifted – 3.9% in the US and 

7.2% in the EU. However, there are some 5.5 million workers short in 

the US according to the pre-pandemic trend. There is a complex of 

reasons behind that – on the one hand, people are not willing to 

vaccinate in order to be employed and, on the other hand, some prefer 

to live off the unemployment aids. In 2022 this is expected to change as 

the health risks recede and the hourly wage grows as much to be 

attractive. In terms of the global point of view, some analysts predict 

that the global unemployment rate would fall to 4.9% at the end of the 

year from nearly 6.4% currently. For the US and Eurozone 

unemployment, the expectations are at the end of the year to converge 

to the pre-pandemic levels. 

 

 
Appendix: 

 

Equities
World US Eurozone World US Eurozone S&P500

J.P.Morgan 4.3% 3.8% 4.6% - - - 5,050               

Goldman Sachs 4.5% 3.9% 4.4% 2.3% 4.3% 2.4% 5,100               

Morgan Stanley 4.7% 4.6% 4.6% 3.0% 2.5% 2.2% 4,400               

Credit Suisse 4.3% 3.8% - 3.7% 4.5% - 5,200               

Wells Fargo 4.5% 4.5% 3.4% 3.7% 4.0% 2.7% 5,200               

Barclays 4.5% 3.8% 4.0% - 3.2% 2.5% 4,800               

RBC 3.9% 3.5% 3.5% 3.0% 3.8% 2.5% 5,050               

Deutsche Bank 4.3% 4.6% 3.8% 4.6% 4.7% 3.0% 5,250               
Average 4.4% 4.1% 4.0% 3.4% 3.9% 2.6% 5,006              

Real GDP growth Inflation rate

Figure 3: 

 
Source: OECD 
 
Figure 4:

 
Source: TradingEconomics 
 
Figure 5: 

Source: OECD 
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• Investment Outlook:   
 

o Equities over Fixed-Income: In an environment of low real rates, the Fixed-Income securities tend 

to drastically underperform the Equities. Although some central banks plan on hiking the rates, 

overall, they will remain historically low. Moreover, the strong economic growth and reasonable 

valuations are also favourable for equities. 
  

o Developed Markets over Emerging Markets: We witness an asymmetrical recovery in the different 

parts of the world. Developed economies have retrieved to the pre-pandemic levels much faster 

than the undeveloped ones. Moreover, the emerging economies now face way tighter monetary 

policies compared to the others, which we believe will be a headwind for the growth of the equities 

in these regions.  
 

o EU stocks over US stocks: We believe the Eurozone economy still has plenty of room to grow and 

recover compared to the US. Nevertheless, we expect the corporate earnings in the US to remain 

strong and superior, but still, the more attractive valuations in the EU outweigh.  
 

o Defensive over Cyclicals: Although the recovery is still ongoing, we reckon that the cyclical stock 

prices have predominantly reflected the economic rebound. The forward-looking behaviour of the 

market could mean that it is eyeing a time of economic expansion, where the defensive stocks may 

outperform the cyclical. Defensive equities with strong pricing power such as Consumer Staples 

will be better off in periods of lifted inflation, and the still lasting pandemic may favour the 

Healthcare sector. 
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Source: Bloomberg data and SIS calculations 
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Disclaimers and Required Disclosures
 

Sofia International Securities AD is a member of Bulgarian Stock Exchange (BSE) and the Central Depository of Bulgaria. The 
company provides brokerage, investment banking, equity research, portfolio management and other services. Sofia 
International Securities AD is regulated by the Financial Supervision Commission of Bulgaria. 
 
Guarantees 

The analyst (s) responsible for the preparation of this document shall ensure that: (1) they take all necessary care to accurately 

reflect the information contained in this document; (2) no part of the analyst's remuneration is, has been or will be linked, directly 

or indirectly, to the recommendation or opinions expressed in this document. 

 

Financial interest 

Sofia International Securities may trade or own the financial instruments specified in this document. Sofia International Securities 

does not own more than 5% of the financial instruments in circulation, subject to analysis or comment in this document. The 

analyst (s) do not own any shares of the companies, unless explicitly mentioned. 

 

Disclosure of information 

Due care has been taken to ensure the accuracy of the facts cited, the reliability of the sources of information and the clear 

definition of the assumptions, predictions, forecasts and expected prices in this document. The information presented in this 

document is based on publicly available information, which is considered reliable, but for which no responsibility is taken for 

completeness and accuracy. Neither Sofia International Securities nor the company's employees should be held responsible for 

the publicly available information used. The opinion expressed in this document may differ from the disclosed views in other 

departments and divisions of Sofia International Securities or from other employees. Additional information on this document is 

available upon request. The sources of information in the tables and graphs in this document are calculations by Sofia International 

Securities, unless otherwise stated. 

 

Risks for investors 

This document has been prepared and presented for the purpose of summary and informational purposes only and does not 

constitute a study within the meaning of Art. 13 of Commission Delegated Directive (EU) 2017/593 of 7 April 2016. The information 

in this document should not be considered as an offer to buy or sell financial instruments or an independent investment council 

within the meaning of Directive 2014/65 / EU of The European Parliament and the Council of 15 May 2014, Sofia International 

Securities AD has not assessed the appropriateness in relation to the financial instruments mentioned in this document. The 

investment opportunities discussed in this document may not be appropriate for certain investors depending on their investment 

objectives and time horizon or in the context of their overall financial condition. The risks associated with investing in the financial 

instruments mentioned in this document are not fully explained. The price or value of the investment may decrease or increase. 

Securities or investments can lead to losses for the investor. A previous achievement is not a guarantee of future performance. 

Changes in exchange rates may have an adverse effect on the value, price or return on investment in securities. Sofia International 

Securities AD assumes no responsibility for losses incurred in connection with investments made on the basis of information 

contained in this document. 
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