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The AMF publishes its 2022 Markets and Risk Outlook

Against the backdrop of war in Ukraine and a resurgence in health risks,
the 2022 edi�on notes increased economic and �nancial risks: in�a�onary
pressures, accelera�on of monetary policy normalisa�on, pressure on
corporate solvency, and a �nancial market repricing.

The combined e�ects of the Russian invasion of Ukraine and the resurgence of the health
risk, par�cularly in China, have adversely a�ected the environment of �nancial markets and
growth prospects, while exacerba�ng the in�a�onary pressures that appeared during the
post-Covid recovery. During the �rst few weeks of the con�ict, the prices of certain
commodi�es (energy, grains and metals) were mul�plied by two or even three, and vola�lity
increased. Margin calls reached unprecedented levels on markets that mostly involve non-
�nancial market par�cipants, with concern over their ability to honour them. The nickel
market closed temporarily for the �rst �me in its history, and all the transac�ons executed
on 8 March 2022 had to be cancelled.

In this context of in�a�onary pressures which could persist, the major Western central
banks were forced to accelerate the normalisa�on of their monetary policy and put an end
to the low-interest-rate environment. In�a�on has indeed reached record levels with +8.6%
year-on-year in May 2022 in the US and +8.6% in June 2022 in the Eurozone.

Asset prices have undergone a sharp correc�on since the start of 2022: at the end of June
2022, the CAC 40 (dividends reinvested) has lost around 15% rela�ve to its level at the end
of 2021, but prices remain vola�le and valua�ons are s�ll high in certain segments. A steep
market correc�on can therefore s�ll not be ruled out. As a consequence of rising interest
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rates, and in light of debt levels, the risk of insolvency could also increase for companies,
especially in sectors with high energy consump�on.

Asset management was very resilient to the impact of the sanc�ons applied by the
interna�onal community against Russia and its ally Belarus, as well as to the
countermeasures adopted by Russia. French funds held few Russian securi�es before the
start of the war, but the sanc�ons have nevertheless made it extremely di�cult to value
certain assets.

The AMF also observes that the leverage levels of alterna�ve investment funds remain
limited and do not require the e�ec�ve applica�on of Ar�cle 25 of the Alterna�ve
Investment Fund Managers Direc�ve (AIFMD), which now enables competent authori�es to
cap leverage in cases of excessive risk taking.

The end of accommoda�ve monetary policy will have consequences for the valua�on of all
por�olio securi�es. Against a background of rising interest rates, bond funds and money
market funds could post a decline in performance going hand-in-hand with por�olio
realloca�ons. Real estate funds are a�ected by a whole range of risk factors related to
tensions in the residen�al real estate market but also in the commercial real estate market,
heavily impacted by the Covid pandemic. Moreover, the past year con�rmed the growth of
leveraged �nance, whose assets under management, also driven by the growth in private
equity funds, reached levels similar to those seen before the 2008 crisis.

Market infrastructures were very resilient to incidents such as the �ash crash of early May
2022, re�ec�ng the sa�sfactory opera�on of circuit breakers. However, a high level of cyber
risk persists for �nancial market par�cipants in the context of the Ukraine war.

One major challenge remains that of �nancing the energy transi�on, which involves long
investments with limited pro�tability in an environment of higher interest rates.
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About the AMF
The AMF is an independent public authority responsible for ensuring that savings invested
in �nancial products are protected and that investors are provided with adequate
informa�on. The AMF also supervises the orderly opera�ons of markets. Visit our website 
h�ps://www.amf-france.org URL = [h�ps://www.amf-france.org/]
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