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Central banks out-of-sync 
In accordance with the regulations in force, we inform the reader that this document is qualified as a promotional document. 
  

Modest spike in volatility on the back of rate pressures and geopolitical tensions. Recent data from the United States 
have surprised on the upside for both inflation and economic growth, raising fears the Federal Reserve (Fed) may rethink 

its rate cuts. Meanwhile, renewed tensions in the Middle East are unnerving already jittery markets. Despite these concerns, 
we stand by our scenario of positive global growth, albeit with regional disparities, and inflation falling in the world's 
developed economies. However, we no longer expect the major central banks to cut their rates in sync; rather we now 

anticipate the rate cut cycle starting later in the US than in Europe. The disparity in policy timing could widen further if 
tensions in the Middle East worsen and push up oil prices. An oil price surge plays differently either side of the Atlantic. For 
the United States, a major oil & gas producer, the big risk would be inflation. For Europe, however, the threat would be to 

growth. Faced with different risks, the Fed and ECB might well diverge policy further. 
  
Overweight to developed market equities maintained. Buoyant business indicators encourage us to keep our risk 
exposure to equity markets. We remain Overweight European markets, which still offer good value, and US markets, mainly 
because of the booming American economy. We also remain constructive on sovereign and investment grade corporate 

debt. Both continue to pay attractive yields and offer good diversification should market tensions rise. The likely – in our 
view – desynchronisation of the central bank rate-cut cycles has also led us to move to Overweight on the dollar against 
the main European currencies. 
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Positive growth dynamics but with disparities across regions 

The global economy should sustain its positive growth trend in 2024 but the pace of growth will vary by region. The United 

States economy is set to slow but will remain stronger than other major developed economies. European growth is likely 
to be more fragile overall but should gradually benefit from lower inflation and easing of monetary policy. In China, the 
troubled property sector is likely to prove an ongoing drag on growth. 

Central banks: rate cuts de-synchronised 

Since the start of the year, inflation has been easing in major developed economies, reinforcing the idea that key central 
banks are nearing their pivot points. However, resurgent activity in the United States may prompt the Federal Reserve to 

tread more cautiously, pushing back its first rate cut to Q3, while the ECB could start reducing rates in June and cut by a 
total of 75 bps by year end. 

Overweight to equities, particularly US and Europe 

Despite the recent market correction, we maintain our Overweight to developed equity markets. The economic 
environment should remain healthy, and we still expect rate cuts from the main central banks. We favour European 
markets, which offer attractive valuations, and US markets, whose economy remains strong. We have also maintained 

our Underweight to emerging equity markets, mainly because of the continuing difficulties of the Chinese economy. 

Constructive on government bonds and IG corporate bonds 

Bonds continue to offer attractive carry, both in nominal and real terms, as inflation continues its gradual retreat. 

Sovereign and investment grade corporate bonds also offer an attractive diversification option in the alternative scenario 
where the world dips into recession, which would translate into much lower rates and a return to negative correlation 
between bonds and equities. 

Overweight dollar against European currencies 

Changes in monetary policy were the main drivers of currency markets moves in 2023 and should remain so in 2024. As 
we now expect monetary policies to move out of synch, we have switched to Underweight the EUR/USD and GBP/USD, 

i.e. Overweight the dollar which should strengthen against the major crosses. 

Maintained Underweight to gold 

Gold has been booming all year, helped in large part by heavy central bank buying and geopolitical tensions. Nonetheless, 
we remain Underweight as it appears less attractive in the context of high interest rates. 
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The table below presents the latest conclusions of our Global Investment Committee (GIC). 
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Central banks: rate cuts to be out-of-sync 
Recent data confirms our outlook of positive growth with increasing regional disparities. The United States 
economy continues to beat expectations, intensifying debates about how fast inflation can fall. In the euro area and 
United Kingdom, indicators continue to show modest growth and gradually falling inflation. 2024 still looks to be 

the year of the pivot for key central banks but we now see the United States first rate cut later than Europe’s. Any 
worsening of geopolitics will likely widen this gap in policy further. 

Activity remains resilient, particularly in the United States. The US economy continues to surprise on the upside, with 
demand still strong. This resilient performance is underpinned by a buoyant labour market, with an unemployment rate 
below 4% and 4% year-over-year wage growth. US growth should slow down in months to come, but only gradually, 

sustained by still accommodative fiscal policy and healthy private sector balance sheets. European economic data for Q1 
also confirms the recent trend of barely positive growth but a stubbornly strong labour market. Looking ahead, the 
European economies should benefit from the easing of inflation followed by cuts to interest rates. 

Rate cuts cycle to diverge. Inflation has been on the retreat all year in the major developed economies: down between 
December and March from 2.9% to 2.4% year-over-year in the euro area, 3.9% to 3.5% in the United States and 4.0% to 

3.2% in the UK. However, the downtrend has come with some surprises, pointing in different directions either side of the 
Atlantic. Both the euro area and UK broadly surprised on the downside. In contrast, US inflation came down less than 
expected. This suggests central banks will no longer be cutting their rates in lockstep. Rather, the US may cut later and 

prove more gradual with its policy loosening. We still expect the ECB to cut rates for the first time in June and by a total of 
75 bps by year end. The Fed is likely to start in Q3 and reduce rates by a total of 50 bp this year. Such a desynchronisation 
would boost the dollar and could prompt a spike in the euro price of oil, which has already been drifting upward. 

Escalating tensions in the Middle East have helped foment the climate of doubt among policy-makers, particularly with 
major political events looming closer to home as well. The main risk from any fresh intensification of Middle Eastern 

tension would be a spike in the oil price. As a massive domestic producer, the United States would be able to mitigate such 
a risk. This could shield its domestic economic growth but could nonetheless spur resurgent inflation. In Europe, however, 
the danger is economic stagnation. Faced with different risks, the Fed and ECB might well diverge policy further. 
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Maintain Overweight to developed market equities 
Equity markets have corrected sharply since early April. This follows a prolonged rally and seems to be driven by 

changing expectations for Fed rate cuts and rising geopolitical tensions. Nonetheless, the economic environment 
remains sound and we still expect rate cuts from the main central banks. We therefore remain Overweight US and 

equities, despite expensive valuations, and European markets. We also retain our Underweight to emerging 
markets, due to the weak Chinese economy. We also like cyclical stocks, which should continue to do well in a 
growing economy. On the other hand, we expect small cap companies to underperform, largely because of their 

high debt levels. 

United States. Having gained 10% in Q1, the US market lost around 2% last month, underperforming most of its major 
peers. Yet, its year-on-year performance remains impressive at over 20% and the correction has largely been driven by the 

downgrading of expectations for Fed rate cuts. Nevertheless, while its room for manoeuvre is shrinking, the Fed should still 
be able to trim rates in 2024. Also, US economic data continue to surprise on the upside, which should help sustain 

corporate profits. Stocks look expensive but momentum – measured as a 200-day moving average – and market sentiment 
remain bullish. We therefore stick with our Overweight on US equities. Our view on the artificial intelligence investment 
theme also gives us a heavier weighting to growth stocks. 

Euro area. European equities did well in Q1 and resisted well to the market correction, losing just around 0.5% on the 
month. In our view, they should continue to draw support from several factors. Prices are attractive, market momentum is 
strong, and the economic bounce-back now seems locked in as the ECB is set to start its rate-cutting cycle in June – all of 

which is good news for corporate profits. We therefore remain Overweight European markets and, going forward, prefer 
growth stocks, which stand to gain most from the support factors mentioned above. 

United Kingdom. Having underperformed poorly since November, the oil-heavy UK market made up ground last month 
as the price of crude rose. As with the euro area, strong momentum, cheaper multiples, and the prospect of rate cuts should 
support this market. We remain Overweight with a preference for value stocks. 

Japan. Despite having gained more than 40% in the year to end-March, the Japanese market held up well amid last 
month's global market slide. We remain Neutral on this market. Support factors such as the economic rebound, low 
interest rates and a strong tech weighting should offset the negatives (expensive valuations and weak market sentiment). 

Emerging markets. Emerging markets retreated in line with the global index last month, despite sitting on a massive 
year-on-year underperformance. We remain at Underweight to emerging markets, partly because of the Chinese 

economy’s fragility but also because other markets in the index look overpriced, particularly in Asia. 
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We remain constructive on bond markets 
We remain Neutral on fixed-income products. With inflation easing, sovereign and corporate bond yields remain 
attractive both in nominal and real terms. Although volatility may likely stay high in the short term, the interest 

rate cuts expected in H2 should boost total returns. 

United States. US Treasuries rallied significantly last month. Yields on 2-year bonds – a proxy for where the market sees 
monetary policy a year from now – rose from 4.5% to 5%. The 10Y Treasury yield went from 4.2% to 4.6%, its highest since 

their October 2023. This upward drift mainly reflects renewed fears of overheating in the US economy and the pushing 
back of expectations for Federal Reserve (Fed) rate cuts. Data for Q1 show the economy is still growing at close to 3% while 
inflation figures have surprised on the upside, particularly in services, where inflation actually edged up. With this in mind, 

we now expect the Fed to start cutting rates in Q3-2024 with a second cut to follow in Q4. In these circumstances, we 
remain at Neutral on Treasuries, reflecting their attractive carry and our scenario of H2 rate cuts. We have also moved back 

to Neutral on duration. 

Euro area. Unlike Treasuries, yields on euro area sovereign debt have held broadly stable over the last month. The 10-
year Bund is hovering around 2.4% and the 10-year OAT around 2.9%. Risk premiums on peripheral debt widened only 

modestly, with the Italian risk premium rising to 145 bp on a worse-than-expected 2023 budget deficit. This relative 
stability reflects greater certainty in Europe than in the United States that inflation is beaten. The scenario of lower 
inflation and lacklustre growth should be enough for the ECB to start trimming rates in June, making synchronised rate 

cuts both sides of the Atlantic less likely. We remain at Neutral on euro sovereign debt. Volatility may be high for the short 
term but carry remains attractive and the start of the rate-cutting cycle persuades us to stay in this market. On duration, 

we have moved to Neutral, favouring 7 years duration. 

United Kingdom. Gilt yields have tracked their US equivalents, rising from 3.9% to 4.3% over the past month. However, 
we remain Neutral on this market. Core inflation continues to fall, and given the weak economy, the Bank of England is 

likely to start cutting rates in the summer and continue at a similar pace to the ECB. 

Credits - Developed markets. We remain Neutral on investment grade corporate bonds (companies with good 
credit scores), which still have an attractive 4% carry rate and healthy balance sheets. We remain Underweight high yield 

credits (poorly rated companies), which look expensive and are generally issued by highly indebted companies that are 
currently more at risk. 
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Overweight to US Dollar 
We have switched to Underweight the EUR/USD and GBP/USD. We are thus Overweight the dollar which should 

strengthen in its principal crosses as monetary policy at central banks falls out of sync. 

Dollar index. The dollar continued its rally against most currencies as markets bet that booming prospects for the US 

economy would lead the Fed to delay the start of its monetary easing cycle. 

EUR/USD. The euro fell over 2% versus the dollar to 1.06 EUR/USD this month, due to the likely desynchronisation of 
monetary policies between the Fed and the ECB. Favourable economic data and stubborn inflation in the US have been 

driving the Fed to hint at a delay of its first rate cut. As a result, the ECB seems likely to move first, not waiting for the Fed, 
which could strengthen the dollar against the euro. We have therefore moved from Neutral to Underweight on this cross, 
seeing further upside for the greenback versus the euro. 

GBP/USD.  Sterling lost more than 2% against the dollar during the month for reasons similar to the euro. Given the 
economic data, it seems equally likely the Bank of England will be bringing down rates before the Fed. We are therefore 

also moving from Neutral to Underweight on Cable. 

USD/JPY. The yen continues to decline against the dollar, which rallied more than 3.5% against the Japanese currency 
this month, to 154.6 yen. The Bank of Japan may have hiked rates for the first time in 17 years last month – from 0% to 

0.1% – but it will be some time before Japanese monetary policy gets back to normal. In the meantime, the spread to US 
rates will remain in play. That said, we remain Neutral on this cross. Japan still runs a large current account surplus and 
has substantial foreign exchange reserves which should cushion any fall in the yen. Finally, if pressure builds, the Japanese 

authorities have not ruled out coordinated action with the US. 

EUR/CHF. The euro continues to claw back some ground against the Swiss franc, rising more than 0.5% on the month. 

The Swiss central bank was the first to lower policy rates, removing one of the props for its currency. Even so, we remain 
Underweight the cross as the ECB will shortly follow suit with rate cuts and the Swiss currency still has points in its favour, 
including its low inflation, strong current account surplus and safe-haven status. 

EM currencies. Emerging market currencies fell back sharply against the dollar last month as markets revised the likely 
timing of Fed rate cuts and US long yields rose. Latin American currencies fell hardest, being highly sensitive to dollar rates. 
The Brazilian real lost 4.1% and the Mexican peso 1.0%. In Asia, the Korea's won had the biggest drop versus the dollar, 

slipping 2.9% on a wide rate spread. 
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Maintain gold and hedge fund Underweight 
High interest rates continue to undermine the appeal of hedge funds and gold in our view, despite the recent strong 

performance of the precious metal. On Thematics, we are sticking with Artificial Intelligence and Clean Energy and 
adding two new themes: Reshoring and European Excellence. 

Commodities. The price of a barrel of Brent experienced high volatility last month as intensifying tensions in the Middle 

East and industrial recovery in China were balanced by a continued rise in US production. Even if US output should limit 
the upside, the oil price will depend on what happens in the Middle East for the next few weeks. In Europe, natural gas 
prices rose around 15% on the month amid supply concerns. 

Gold. Gold continued its strong rally to near USD 2,400/oz, up nearly 10% on the month, on the back of geopolitical 
tensions and sustained purchases by emerging economies’ central banks (Russia, China and India). Given the current level 

of interest rates (nominal and real) and the jump in the gold price over recent months, we continue to Underweight gold. 

HF- Long/Short Equity. Long/short equity funds, which specialise in non-directional strategies, could do well in the 
current climate of high volatility and dispersion and the current stage of the economic cycle.  

HF- Event Driven. High interest rates and a shortage of liquidity continue to discourage firms from embarking on 
mergers and acquisitions. Funds specialising in such deals look unattractive for now. 

HF- Fixed Income Arbitrage. Some sovereign bond funds could benefit from higher interest rates. We retain our 

relative interest in funds positioned in the credits segment. 

HF- Global Macro/CTA. Commodity trading advisors (CTAs) are generally useful to hedge market volatility. However, 

their recent performance has left them looking insufficiently attractive in our view. 

Themes 
Reshoring. The Reshoring theme should benefit from resurgent national industrial policies following supply chains 

disruptions and trade and geopolitical tensions. These core of these policies lies with stimulus packages in both the United 
States (Inflation Reduction Act) and Europe (Next Generation EU). The theme has performed well on equity markets. Since 

late-2022, the index of industrial stocks in developed economies has had a positive dynamic, outperforming its 
benchmark. 

European Excellence. After two tough years for the European economy, retreating inflation should not only allow the 

ECB to start its rate-cutting cycle but should also support household purchasing power and hence economic activity. 
Besides an economic upturn, the European equity market should also benefit from attractive valuations. To fully benefit 
from this combination of favourable factors, we favour international companies who are leaders of their market segment. 
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GENERAL INFORMATION 
This document is a marketing communication issued by Société Générale Private Banking which is the business line of the Société Générale Group 

operating through its headquarters within Société Générale S.A. in France and its network (departments or separate legal entities (branches or 

subsidiaries), hereinafter the “Entities”), located on the various below-mentioned territories, acting under the brand name "Societe Generale 

Private Banking" and distributors of the present document. 

In accordance with MiFID as implemented in France, this publication should be treated as a marketing communication providing general 

investment recommendations. This document has not been prepared in accordance with regulatory provisions designed to promote the 

independence of investment research and Societe Generale, as an investment services provider, is not subject to any prohibition on dealing in the 

products mentioned herein before the dissemination of this document. 

Reading this document requires skills and expertise to understand the financial markets and the economic and financial information included. If 

it is not the case, please contact your private banker to no longer be a recipient of this document. Otherwise, we should consider that you have all 

the required skills to understand the document. In case you no longer wish to receive the document, please inform by written your private banker 

who will take all the necessary measures. 

This material has been prepared solely for informational purposes and has no contractual value.  

This material does not constitute an offer of purchase, sale, or subscription in any of the asset classes presented herein, nor a solicitation of such 

an offer, nor is it an offer to invest in asset classes. Nothing in this document should be construed as constituting investment advice or personal 

recommendation to any investor or its agent. Information contained herein is not intended to provide a basis on which to make an investment 

decision. 

Any investment may have tax consequences and Société Générale Private Banking and its Entities do not provide tax advice. The level of taxation 

depends on individual circumstances and tax levels and bases may change. In addition, this document is not intended to provide accounting, tax 

or legal advice and should not be relied upon for accounting, tax or legal purposes. Independent advice should be sought where appropriate. 

The accuracy, completeness or relevance of the information provided is not guaranteed although it has been drawn from sources believed to be 

reliable. The information and opinions expressed in this document were produced as at the date of writing and are subject to change without 

notice.  

This material has not been prepared regarding specific investment objectives, financial situations, or the particular needs of any specific entity or 

person. Investors should make their own appraisal of the risks and should seek their own financial and legal advice regarding the appropriateness 

of investing in any asset classes or participating in any investment strategy.   

The asset classes presented herein may be subject to restrictions regarding certain persons or in certain countries under national regulations 

applicable to said persons or in said countries. It is the responsibility of any person in possession of this document to inform themselves and to 

comply with the legal and regulatory provisions of the relevant jurisdiction. This document is not intended for distribution to any person or in any 

jurisdiction where such distribution would be restricted or illegal. In particular, it may not be distributed in the United States, nor may it be 

distributed, directly or indirectly, in the United States or to any US Person. 

GENERAL RISKS 

Some of the asset classes mentioned may present various risks, imply a potential loss of the entire amount invested or even an unlimited potential 

loss, and may therefore only be reserved for a certain category of investors, and/or only be suitable for well-informed investors who are eligible 

for these asset classes. In addition, these asset classes must comply with the Societe Generale Group's Code of Tax Conduct. 

The price and value of investments and the income derived from them may go down as well as up. Changes in inflation, interest rates and exchange 

rates may adversely affect the value, price and income of investments denominated in a currency other than that of the client. Any simulations 

and examples contained in this document are provided for illustrative purposes only. This information is subject to change because of market 

fluctuations, and the information and opinions contained herein may change. Société Générale Private Banking and its Entities do not undertake 

to update or amend this document and will not assume any liability in this regard.  

This document is for information purposes only and investors should make their investment decisions without relying on this document. Société 

Générale Private Banking and its Entities shall not be liable for any direct or indirect loss arising from any use of this document or its contents. 

Société Générale Private Banking and its Entities do not make any warranty, express or implied, as to the accuracy or completeness of this 

information or as to the profitability or performance of any asset class, country, or market. 

Past performance is not a reliable indicator of future results. The value of an investment is not guaranteed, and the valuation of investments may 

fluctuate. 
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Forecasts of future performance are based on assumptions which may not materialized. The scenarios presented are an estimate of future 

performance based on evidence from the past on how the value of this investment varies, and/or current market conditions and are not an exact 

indicator. What investors will get will vary depending on how the market performs and how long they keep the investment/product. Future 

performance is subject to taxation which depends on the personal situation of each investor and which may change in the future. 

For a more complete definition and description of the risks, please refer to the prospectus of the product or other legal information document as the 

case may be (as applicable) before making any final investment decisions.  

This document is confidential, intended exclusively for the person to whom it is addressed, and may not be communicated or made known to third 

parties (except for external advisers and provided that they themselves respect confidentiality), nor reproduced in whole or in part, without the prior 

written agreement of Société Générale Private Banking and its Entities.  

CONFLICTS OF INTEREST 

The Societe Generale Group maintains an effective administrative organization that takes all necessary measures to identify, control and manage 

conflicts of interest. To this end, Societe Generale Private Banking and its Entities have put in place a conflict of interest policy to prevent conflicts of 

interest, including information Chinese walls.  

This document contains the views of SGPB teams. Société Générale trading desks may trade, or have traded, as principal on the basis of the expert(s) 

views and reports. In addition, SGPB teams receive compensation based, in part, on the quality and accuracy of their analysis, client feedback, 

revenues of their entity of the Société Générale group and competitive factors. 

As a general matter, entities within the Société Générale group may make a market or act as a principal trader in securities referred to in this report 

and can provide banking services to the companies mentioned in that document, and to their subsidiary. Entities within the Société Générale group 

may from time-to-time deal in, profit from trading on, hold on a principal basis, or act as advisers or brokers or bankers in relation to securities, or 

derivatives thereof, or asset class(es) mentioned in this document.  

Entities within the Société Générale group may be represented on the supervisory board or on the executive board of such persons, firms or entities. 

Employees of the Société Générale group, or persons/entities connected to them, may from time to time have positions in or hold any of the 

investment products/ asset class(es) mentioned in this document. 

Société Générale may acquire or liquidate from time-to-time positions in the securities and/or underlying assets (including derivatives thereof) 

referred to herein, if any, or in any other asset, and therefore any return to prospective investor(s) may directly or indirectly be affected. 

Entities within the Société Générale group are under no obligation to disclose or consider this document when advising or dealing with or on behalf 

of customers. 

In addition, Société Générale may issue other reports that are inconsistent with and reach different conclusions from the information presented in 

this report and is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. 

Société Générale group maintains and operates effective organisational and administrative arrangements taking all reasonable steps to identify, 

monitor and manage conflicts of interest. Société Générale Private Banking and its Entities have put in place a management of conflicts of interest 

policy designed to prevent conflicts of interest giving rise to a material risk of damage to the interests of its clients. For further information, please 

refer to the management of conflicts of interest’s policy, which was provided. 
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SPECIFIC INFORMATION PER JURISDICTION RGPD 

France : Unless expressly stated otherwise, this document is published and distributed by Société Générale, a credit institution providing 

investment services authorised by and under the prudential supervision of the European Central Bank ("ECB") (located at ECB Tower, 

Sonnemannstraße 20, 60314 Frankfurt am Main, Germany) within the Single Supervisory Mechanism and supervised by the Autorité de Contrôle 

Prudentiel et de Résolution (located at 4, Place de Budapest, CS 92459, 75436 Paris Cedex 09) and the Autorité des Marchés Financiers ("AMF") 

(located at 17 Pl. de la Bourse, 75002 Paris). Societe Generale is also registered with the ORIAS as an insurance intermediary under the number 07 

022 493 orias.fr.  

Societe Generale is a French public limited company with a capital of EUR 1 003 724 927,5 as of November 17th, 2023, whose registered office is 

located at 29 boulevard Haussmann, 75009 Paris, and whose unique identification number is 552 120 222 R.C.S. Paris and ADEME number is 

FR231725_01YSGB. Further details are available on request or at www.privatebanking.societegenerale.com. 

Luxembourg: This document is distributed in Luxembourg by Societe Generale Luxembourg, a credit institution which is authorized and 

regulated by the Commission de Surveillance du Secteur Financier (“CSSF”) under the prudential supervision of the European Central Bank- ECB, 
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