
 Due to take place on 23-26 May, the European Parliamentary (EP) elections are approaching fast. The final 

results will be communicated in the evening of 26 May 

 At the time of writing, if polls are correct (1), the two mainstream EP groups (see table below) will probably 

lose their overall majority, making for a more fragmented European Parliament. The EP elections may have 

some implications both for the European Union’s (EU) policy orientation and national politics

 The market impact has been limited so far. Markets have mostly already priced in Italian political risks: 

10Y bond yield spreads have started to widen again since end March, with no contagion effects on the euro 

periphery

 The situation is however very fluid. National parties have registered their candidates and voting lists (2), for 

the May 3rd deadline 

 The official campaign will not start before mid-May, with the electoral documents sent to voters several days 

before the elections

1. We acknowledge that opinion polls may be wrong, or may shift very rapidly. Calculations are based on national polls. For further information on the methodology, see :

https://pollofpolls.eu/EU

2. The European elections must be based on proportional representation and use either the list system or the single transferable vote system. The list system sets the

parties' names (and their candidates under the party name), and any independent candidates. Political parties put forward names of candidates in rank order.

Parliamentary seats are allocated to parties in proportion to their share of the vote. Various forms of proportional representations are applied (and may change over time).

For instance, differences exist between Member States for the minimum representation thresholds (none and up to 5%), the voting methods used, the constituency unit

(regional or national), or even the lists (closed or with preferential vote). For instance, the voters in Sweden may add or remove names from the list. In Malta, Ireland and

Northern Ireland, the voters list the candidates in order of preference (single transferable vote). In Luxembourg, voters may even vote for candidates from different lists,

while in France, the list is closed. For instance, France holds 74 members at the European Parliament, so the number of candidates in each list being no more than the

number of seats allowed. For further information see European Parliament site www.europarl.europa.eu/factsheets/en/sheet/21/the-european-parliament-electoral-

procedures

This commentary provides a high level overview of the recent economic environment, and is for information purposes only. It is a marketing communication and does not

constitute investment advice or a recommendation to any reader of this content to buy or sell investments nor should it be regarded as investment research. It has not been

prepared in accordance with legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its

dissemination.
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Source: Polling data for Europe https://pollofpolls.eu/EU - Data as of 24/04/2019

%  seats Number of seats

Current Estimated Current Estimated

European People's Party (EPP) 29% 24% 218 177

Progressive Alliance of Socialists & Democrats (S&D) 25% 20% 190 147

https://pollofpolls.eu/EU
http://www.europarl.europa.eu/factsheets/en/sheet/21/the-european-parliament-electoral-procedures
https://pollofpolls.eu/EU
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How are political forces influencing the European institutions?

 More than 200 national parties are currently seated at the European Parliament (EP), 

which are organized by affiliation into transnational Parliamentary groups. To form a 

Parliamentary group, a minimum of 25 EP members from seven countries need to rally 

around a shared policy platform giving individual EP members greater influence. Before 

the elections, Parliamentary groups choose their lead candidates who will be entitled to 

apply for the Presidency of the European Commission (EC), the executive arm of 

European institutions. The EP elects the President of the European Commission and 

appoints the 28 Commissioners (as a college). Also, the EP has equal legislative powers 

with the European Council(3) in key areas, such as the allocation of the budget resources 

and trade policies, including tariffs and agreements. A fragmented EP with no groups 

commanding a clear majority can be problematic, and impede decision-making and the 

nomination of key EU officials less dedicated to EU institutions. 

 At the time of writing, if polls are correct(1), the mainstream Parliamentary groups will 

probably lose their overall majority, making for a more fragmented EP (see table 1, p.3). 

The mainstream two Parliamentary groups, the right and centre-right conservative 

European People’s (EPP), and the left and centre-left Progressive Alliance of Socialists & 

Democrats (S&D) include the countries’ traditional parties. According to polls, the EPP 

and the S&D would probably get, respectively, around 24% and 20% of the seats, 

(currently 29% and 25%), followed by pro-EU Alliance of Liberals & Democrats (ALDE 

including France’s president’s party LREM) with around 13%. Overall, these three groups 

are usually devoted to European institutions, but do not necessarily agree on further 

integration or centralization of national policies at the EU level). Then, the Eurosceptic 

parties are spread into several EP groups, or are currently trying to form new ones. The 

emergence of new Eurosceptic parties in major EU countries, such as Italy, Germany and 

Spain has dramatically changed the political landscape since 2014. Currently, polls 

estimate that Eurosceptic forces would probably get close to 30% of total votes (versus 

20% today). The political scene is however very fluid at this stage. The current high 

number of undecided voters, and a potential low or high turn-out could shift the results 

until the very last minute. For instance, the 2014 EP turnout was elevated in Italy (57.2%), 

and above the EU average (42.6%) in Germany (48.1%) and Spain (43.8%), while it was 

low in Eurosceptic ruling countries, such as the UK (35.6%), Hungary (29%), and Poland 

(23.8%). A higher/lower turnout in higher/lower population EU states will shift the balance 

of power in either directions. 

 Eurosceptic forces have certainly gained seats in national parliaments, as observed 

recently in Italy, Spain, Finland and Estonia, but most of them have softened their calls on 

leaving the euro, or even the EU. The key question is whether these Eurosceptic forces 

could get large enough to block or shape major issues of the EU political agenda, and 

even influence the allocations of the EU budget. Importantly, Eurosceptic forces are much 

divided, from the left to the right of the political spectrum, and are currently spread over 

several EP groups, or even not affiliated. In some cases, national parties may affiliate into 

a parliamentary group after the elections, just before the first parliamentary session. 

Italy’s leadership is key in this movement, with the two populist parties from the coalition 

government currently positioning, and trying to form two new and separate European 

Eurosceptic groups (see table 1, p.3).  To truly influence the European political agenda, 

national parties need to affiliate into European-wide political groups. Thus, a worst case 

scenario where all the Eurosceptic national parties join forces into one group seems 

unlikely. If it were to happen, the predicted number of seats would probably not be large 

enough. Alternatively, pro-European or centrist national parties may probably try 

responding to the challenges posed by Eurosceptic forces, with an adequate and active 

communication, as well as relevant debates on the EU policy actions.       

European elections: a pivotal time (contd.)

1. We acknowledge that opinion polls may be wrong, or may shift very rapidly. Calculations are based on national polls. For further information on the see methodology, :

https://pollofpolls.eu/EU

3. The European Council is made up of the EU heads of state or government, the EC President and the High Representative for Foreign Affairs & Security Policy. The EC

decides of the EU's overall direction and political priorities (foreign & security), and deals with complex or sensitive issues that cannot be resolved at lower levels of

intergovernmental cooperation. The EC elects by a qualified majority - 55% of the member states representing at least 65% of the EU population - key officials, such as

the European Central Bank (ECB) president and the Commission candidates. For the ECB president, the European Parliament has just a consulting role
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EP groups %  seats Nb of seats

Current Estimated Current Estimated

European People's Party (EPP) 29% 24% 218 177

Progressive Alliance of Socialists & Democrats (S&D) 25% 20% 190 147

Alliance Liberals and Democrats (ALDE) +LREM 9% 13% 68 96

European Alliance for People and Nations (Italy's League) - 9% - 70

European Conservatives & Reformists (ECR) 10% 9% 73 65

New & Unaffiliated Parties - 8% - 60

Greens/European Free Alliance (Greens-EFA) 7% 8% 52 57

European United Left - Nordic Green Left (GUE/NGL) 7% 6% 51 46

Italy's Five Star Movement & allies - 3% - 22

Non affiliated 3% 1% 21 11

Europe of Nations & Freedom (ENF) 5% - 35 -

Europe of Freedom & Direct Democracy (EFDD) 6% - 43 -

Total 100% 100% 751 751

European elections: a pivotal time (contd.)

Table 1. European Parliament 'Polls of Polls’ seat projections 

Source: Polling data for Europe https://pollofpolls.eu/EU - Data as of 24/04/2019

The commentary and analysis presented in this document reflect the opinion of HSBC Global Asset Management on the markets, according to the information available to date.

They do not constitute any kind of commitment from HSBC Global Asset Management. Consequently, HSBC Global Asset Management will not be held responsible for any

investment or disinvestment decision taken on the basis of the commentary and/or analysis in this document. The content of this page is not intended as an advice or

recommendation to buy or sell any sector or financial instrument. Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC

Global Asset Management accepts no liability for any failure to meet such forecast, projection or target.

Eurosceptic (in red) Statu quo (in black) Pro-EU (in blue)

EP groups %  seats Nb of seats

Current Estimated Current Estimated

Eurosceptics / Nationalists 20% 29% 151 217

‘Statu quo’ parties 71% 58% 532 438

Pro-EU federalist parties 9% 13% 68 96

Total 100% 100% 751 751

A pivotal time
 A politically fragmented European Parliament carries an economic impact which is hard to 

quantify at this stage, given the divergences in the policy priorities, from the left to the 

right political spectrum. A fragmented Parliament could complicate or slow down the 

decision-making process, resulting in policy uncertainties, with some negative impact on 

business and investors confidence. Uncertainties over the coherency of EU policy, or the 

EU integration process (eventually at variable speeds) could ultimately imply some 

degree of market pricing. 

 However, as seen earlier, the mainstream and the pro-EU groups would most likely keep 

the overall majority in the European Parliament. More crucially, the EP results may turn 

into a test for national governments, with potential changes in the political dynamics 

related to the allocation of fiscal resources, the implementation of structural reforms, the 

compliance of EU rules, or the EU trade policies. This has already happened, with the 

negotiations around EU trade policies, or the compliance with fiscal rules. 

 Crucially, national governments, via the European Council, remain key in the EU 

decision-making process. 
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Sources: Bloomberg, HSBC Global Asset Management, as of 30 April 2019. The commentary and analysis presented in this document reflect the opinion of HSBC Global Asset

Management on the markets, according to the information available to date. They do not constitute any kind of commitment from HSBC Global Asset Management.

Consequently, HSBC Global Asset Management will not be held responsible for any investment or disinvestment decision taken on the basis of the commentary and/or analysis

in this document. Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC Global Asset Management accepts no liability for

any failure to meet such forecast, projection or target.

Indicator Data as of
Latest 

data
Consensus

Previous 

data
Analysis

PMI Composite Apr. A 51.3 51.8 51.6 The composite PMI disappointed again, signaling GDP

growth stabilizing into Q2, as fairly solid services offset

continued manufacturing weaknesses. The PMI levels

suggest stagnation in France, modest growth in Germany,

and the rest of the region moving closer to stalling

GDP Growth QoQ Q1 A 0.4% 0.3% 0.2% Eurozone Q1 GDP growth surprised to the upside.

Country-wise, Q1 GDP unexpectedly rose in Italy (0.2%

qoq after two quarters of contraction), and remained robust

in Spain (0.7% qoq against 0.6% in Q4). France's GDP

growth came in as expected (0.3% qoq unchanged from

Q4). Germany's Q1 GDP report and full eurozone GDP

details will be released on 15 May

Industrial production 

(% MoM)

Feb. -0.2% -0.5% +1.9% Industrial production surprised again to the upside (also a

material upward revision of the January print, from 1.4%

initially to 1.9%). On average over January/February,

industrial production rose by 0.9% over Q4 2018.

Manufacturing has just started to recover from one-off

factors.

Unemployment 

rate

Mar. 7.7% 7.8% 7.8% Eurozone unemployment continued to drop in March, at its

lowest level since September 2008, with progress in a

majority of countries, and notably in Italy

Trade balance 

(goods, ex EMU) 

EUR billion (12mth 

cumulative) 

Feb. 192.1 190.0 193.9 The eurozone trade surplus has continued to decrease,

albeit at a slower pace than expected. On a 12-month

rolling basis, the rise in goods imports (6.4% yoy) has

outpaced the increase in exports (3.4% yoy).

Retail sales % YoY Feb. 2.8% 2.3% 2.2% Retail sales have rebounded sharply over the past two

months, after a very weak December release. Recent

releases signal robust consumer spending in the region,

supported by low inflation and an accommodative monetary

policy.

Inflation (% YoY)  

- Headline CPI 

Mar. A

1.4% 1.5% 1.5%

Both headline and core inflation eased in March, weaker

than expected. Services inflation dropped from 1.4% to

1.1% yoy, due to a different Easter date than in 2018 (21

April 2019 vs. 1 Apr 2018). Core goods inflation also eased

from 0.5% to 0.2% yoy.- Core CPI * 0.8% 0.9% 1.0%

ECB Refinancing rate

Deposit rate

10 Apr. 0.00%

-0.40%

0.00%

-0.40%

0.00%

-0.40%

The European Central Bank (ECB) left its policy rates

unchanged, while keeping the balance of risks to the

economic outlook tilted to the downside. President Mario

Draghi signalled that he expected targeted longer-term

refinancing operations (TLTROs) to be the main policy

instrument at current times, with the terms to be decided

over the coming months. He also announced that officials

would analyse the side-effects of negative interest rates on

banks’ profits, and on their ability to lend to the real

economy.

F: Final  A: Advanced  P: Preliminary estimate

Data watch as of 30 April 2019

Indicates improved or better-than-expected data on month-on-month/quarter-on-quarter basis                

Indicates worsened or below-expectations data on month-on-month/quarter-on-quarter basis

Indicates unchanged or in line with expectations on month-on-month/quarter-on-quarter basis 

* Eurozone Core CPI is CPI excluding energy, food, alcohol & tobacco
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For Professional Clients and intermediaries within countries set out below; and for Institutional Investors and Financial Advisors in Canada and the US. 
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as well as up. Investments in emerging markets are by their nature higher risk and potentially more volatile than those inherent in some established markets. 

Economies in Emerging Markets generally are heavily dependent upon international trade and, accordingly, have been and may continue to be affected adversely 

by trade barriers, exchange controls, managed adjustments in relative currency values and other protectionist measures imposed or negotiated by the countries 

with which they trade. These economies also have been and may continue to be affected adversely by economic conditions in the countries in which they trade. 

Mutual fund investments are subject to market risks, read all scheme related documents carefully.

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. All non-authorised

reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings.  The material contained in this document is for general 

information purposes only and does not constitute advice or a recommendation to buy or sell investments. Some of the statements contained in this document may 

be considered forward looking statements which provide current expectations or forecasts of future events. Such forward looking statements are not guarantees of 

future performance or events and involve risks and uncertainties. Actual results may differ materially from those described in such forward-looking statements as a 

result of various factors.  We do not undertake any obligation to update the forward-looking statements contained herein, or to update the reasons why actual 
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expressed herein are those of HSBC Global Asset Management at the time of preparation, and are subject to change at any time. These views may not necessarily 

indicate current portfolios' composition. Individual portfolios managed by HSBC Global Asset Management primarily reflect individual clients' objectives, risk 
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