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Inflation is wreaking havoc in Europe, and this is driven by the ban on Russia gas. 
The ECB is also behind the curve in tackling inflation as it is the last central bank 
among its peers to hike interest rates.

We expect the Eurozone to face a stagflation situation of economic recession and 
high inflation. The ECB is facing a tough choice of hiking interest during a period of 
economic downturn.

Hence, we believe that European equities will likely under-perform compared to the 
US and Asia.

Negative GDP growth during 
the winter months

We expect ECB to continue 
pursuing a tight monetary 
policy in 2023

Ban on Russia gas has 
compounded the inflation 
problem in Europe
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We expect Eurozone to face negative GDP growth during 
the winter months.

Eurozone PMI is hovering near a 23-month low of 47.8. A 
sub-50 PMI reading is a sign that the Eurozone economy is 
contracting.

October PMI marks the fourth consecutive monthly decline 
starting from July.

Winter 
Recession
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Gas Shock
Starting Dec 5, the European Union has placed a ban on 
seaborne crude imports from Russia. This will be followed by 
a ban on refined petroleum from Russia in February 2023..

Europe is highly dependent on Russia for gas. Without Russia 
gas, Europe needs to import higher volume of Liquified 
Natural Gas to fill the gap created by lost Russian exports.

This has resulted in higher energy prices and could tip the 
Eurozone into recession.

The greatest impact will be on the Chemicals and Metals 
industry due to gas rationing. The trucking industry also 
faced higher cost as Russia is a key supplier of diesel to 
Europe.
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Eurozone inflation reached a multi-year high of 10.6%. This is 
almost five times the 2% inflation target set by ECB. 

The main driver of high inflation is the Russia gas ban which 
resulted in higher energy and transport costs.

The ECB was the last among its peers to begin raising rates 
by waiting until July. In contrast, the US Fed began hiking 
interest rate in March.

Currently, the 10-Year Eurozone yield is around 2%, still far 
below its 30-year average yield of 3.25%. 

By year-end, the deposit and refinancing rates are expected 
to reach 2% and 2.5% respectively. We further expect ECB to 
maintain a tight monetary policy in 2023. 

Surging 
Inflation

Higher 
Interest Rates
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Our 2023 target for MSCI Europe Index is 144.7. This represents 
a P/E of 11.7x, 1.25 standard deviation below its 3-year mean 
P/E.

MSCI Europe Index is currently trading at 12.0x forward P/E, 
close to 1 standard deviation below its 3-year mean P/E.

We believe that the Eurozone equities will underperform 
due to the stagflation conditions of high inflation as well as 
recessionary economy

MSCI Europe to 
underperform
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Important Information

This advertisement has not been reviewed by the Monetary Authority 
of Singapore.

Tiger Brokers (Singapore) Pte. Ltd. (“Tiger Brokers”) holds a Capital 
Markets Services Licence (Licence No: CMS100844) under the Securities 
and Futures Act 2001 granted by the Monetary Authority of Singapore. 
For more information, please visit: https://www.tigerbrokers.com.sg.

Any views shared with Prospective Clients (“Prospects”) are suggestive 
in nature and on a sample basis only. This may also be predicated 
on assumptions that are made by Tiger Brokers about the Prospects’ 
investment objectives and risk profile. Our suggestive and sample views 
extended to Prospects are not to be considered as recommendations 
made by the Company. Suggestions provided are also based on 
information that may be shared by the Prospects, the accuracy and 
comprehensiveness of which Tiger Brokers is not in a position to verify.

Tiger Brokers may, to the extent permitted by law, participate or invest 
in other transactions with the issuer of the products referred to herein, 
perform services or solicit business from such issuers, and/or have a 
position or effect transactions in the securities or options thereof. All 
opinions expressed and facts referred to herein are subject to change 
without notice. The information herein was obtained and derived from 
sources that we believe are reliable, but while reasonable care has 
been taken to ensure that stated facts are accurate and opinions 
are fair and reasonable, Tiger Brokers does not represent that it is 
accurate or complete and it should not be relied upon as such.

The information expressed herein is current and does not constitute 
an offer, recommendation or solicitation, nor does it constitute any 
prediction of likely future stock performance. Investment involves risk. 
The price of investment instruments can and do fluctuate, and any 
individual instrument may experience upward or downward movements, 
and under certain circumstances may even become valueless. Past 
performance is not a guarantee of future results. In preparing this 
information, we did not take into account the investment objectives, 
financial situation or particular needs of any person or affiliated 
companies. Before making an investment decision, you should speak to 
a financial adviser to consider whether this information is appropriate 
to your needs, objectives and circumstances. Tiger Brokers assumes 
no fiduciary responsibility or liability for any consequences financial or 
otherwise arising from trading in securities if opinions and information 
in this document may be relied upon.


