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Markets price in little recession risk in the eurozone 
23 October 2026 

Risk-free real rates have declined in the eurozone recently but remain 
historically high, indicating a solid economic outlook. Similarly, demand for 
gold has been subdued, with its price close to its lowest level so far this year. 

REAL RATES HAVE DECLINED BUT REMAIN HIGH; GOLD HAS LOST ITS AUGUST SHINE 

5Y REAL RATE IN THE EUROZONE AND GOLD PRICE IN EUR TERMS 

 

Source: Bloomberg, The Investment Institute by UniCredit 

THE CONTEXT  

Tonight, Moody’s will review France’s credit rating, which is currently at Aa3 with negative outlook. We expect the 
rating agency to downgrade French public debt as deteriorating fiscal indicators are compounded by political 
constraints that hinder efforts to place public finances on a more sustainable path. With S&P and Fitch already 
placing the country’s rating credit one notch lower, we think this move is broadly expected and should not lead to a 
further underperformance of French govies. The 10Y OAT-Bund spread is currently trading at around 175bp, 90bp 
wider than at the beginning of September and at the highest level since its peak in November 2011. That said, a 
rating downgrade would keep investor attention high on the political uncertainty and weakening economic 
fundamentals in France. Next year’s presidential election represents a source of concern not only for France but for 
the entire eurozone, and adds to other risk factors such as geopolitical tensions and elevated energy prices.   
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THE DATA 

The mix of internal and external risk factors is blurring the economic outlook for European 
companies. However, they have so far proved resilient. Today, PMIs will tell us whether this 
solidity is still in place in October. We expect PMIs to remain high, close to September levels, 
indicating that companies continuing to navigate current challenges relatively well. Indeed, we 
think that the risk of an economic downturn is limited thanks to both public and private 
investments. This is broadly reflected in market valuations given the overall resilience of equity 
prices, although they have experienced more volatility in the past few weeks. 

As depicted in our chart, eurozone real rates remain elevated, despite a recent moderate 
decline, with the 5Y real rate trading in the 1% area. This recent move probably reflects a flight 
to quality, with investors turning to Bunds and swaps, reducing positions on peripherals, and 
potentially due to a re-equilibration in rate components following the increase in market-based 
inflation expectations. 

Our chart also shows the recent correction in gold prices. Gold is expressed in EUR terms, which 
limits its recent decline in light of the USD’s strengthening. For reference, gold has lost 7% in 
USD terms and 4% in EUR terms. As we commented in our Quarterly Updates – Overlapping 
shocks, this correction reflects the increase in yields (especially the real component) since the 
beginning of September, while resilient ETF inflows, central-bank demand and diversification 
needs have provided a floor to gold prices. Since going long gold is usually associated with 
fiscal risks or the possibility of an economic downturn, its recent price fluctuations imply that 
recession risks are perceived as limited. 

OUR VIEW 

While equity markets have recently seemed able to mostly absorb the latest risks, the long-
term direction of asset valuations remains to be seen. Next week’s central bank meetings will 
shed light on how officials interpret the latest fluctuations in energy prices, recent 
macroeconomic data and political uncertainty stemming from the midterm elections in the 
US, as well as the situation in France. Even more importantly, investors will try to understand 
whether higher refinancing costs and wider spreads are perceived as a major threat to 
economic growth in both the eurozone and the US. 

OTHER THINGS TO NOTE 

BRL steadies as polls still suggest a very uncertain runoff on Sunday 

USD-BRL remains mostly steady at around 5.04 ahead of the Bolsonaro/Lula presidential runoff 
on Sunday. Bolsonaro is still leading in all polls but with a very tight margin. A new survey 
showed Bolsonaro at 51% and Lula at 49%, with a 1.6-point margin of error. 95% of voters 
said they will certainly vote on 25 October. Another poll on Wednesday showed Bolsonaro with 
45% of the vote and Lula with 44%. USD-BRL is set to fall sharply, exceeding the low of 4.88 
reached in May, if Bolsonaro wins, while it would probably return to pre-election levels of 5.20 
and beyond if Lula is reconfirmed. (R. Mialich) 

  

https://www.research.unicredit.eu/DocsKey/fxfistrategy_docs_2026_188985.ashx?EXT=pdf&KEY=KZGTuQCn4lsvclJnUgseVC3FbuQ10KutyshNL6AZhulOPC1YDdU9Bg==&T=1
https://www.research.unicredit.eu/DocsKey/fxfistrategy_docs_2026_188985.ashx?EXT=pdf&KEY=KZGTuQCn4lsvclJnUgseVC3FbuQ10KutyshNL6AZhulOPC1YDdU9Bg==&T=1
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TODAY’S DATA RELEASES 

Time (CET) Country Data Period UniCredit Consensus Previous 

09:30 GE Composite PMI (index) Oct  53.9 53.4 53.8 

09:30 GE Services PMI (index) Oct  53.0 52.5 52.9 

09:30 GE Manufacturing PMI (index) Oct  54.0 52.8 53.9 

10:00 EZ Composite PMI (index) Oct  53.1 52.7 53.1 

10:00 EZ Services PMI (index) Oct  52.8 52.5 53.0 

10:00 EZ Manufacturing PMI (index) Oct  53.4 52.5 52.9 

- FR Moody’s reviews France’s sovereign 
credit rating   

- - - - 

25-Oct  BR  Presidential runoff       

Source: Bloomberg, The Investment Institute by UniCredit 
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Legal Notices 

Glossary 
Terms used in the report are available on our website: Our glossary 

Marketing Communication 
This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and 
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of 
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even 
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an 
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead 
of the dissemination of investment research. 

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or 
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest 
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all 
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable 
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and 
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry 
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own 
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation. 
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also 
be noted that:  

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results. 

2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly 
according to changes in exchange rates and have an undesirable effect on the profitability of the investment. 

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the 
event of bankruptcy of the issuer, the investor may lose the entire capital. 

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at 
the time of sale up to the entire capital invested. 

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable 
information on their value. 

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of 
the customer and may be subject to change in the future. 

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results. 

8. Diversification does not guarantee a profit or protect against a loss.  

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this 
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication – 

including data, news, information, images, graphics, drawings, brands, and domain names – are owned by the UniCredit Group unless 

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not 
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes 
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1 

https://www.the-investment-institute.unicredit.eu/en/glossary
https://www.the-investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures
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