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WEEKLY UPDATE  
 

One dove does not a spring make? 

This week the US Federal Reserve (Fed) and the Bank of England (BoE) followed the European Central Bank (ECB) in 
indicating that while they are mulling rate cuts, they won't be starting until they have enough evidence inflation is moving 
towards the target. Central bankers want to see more data and are apparently willing to wait for spring before embarking 
on the rate cut cycle. These cuts may, in our view, prove less radical than markets are discounting, with just three in 2024. 

The Fed: not so dovish. To no-one's great surprise, the Fed kept monetary policy on hold this week. However, there were big 
changes in terms of communication in its statement. They cut out the warning that further rate hikes might be necessary but then 
added rates would not come down until they have greater certainty that inflation is “moving sustainably toward 2%”. The Fed is 
thus sending a clearly accommodative or “dovish” message, confirming that a rate cut is now on the way but is also signalling  that 
market expectations of a rate cut as soon as March are too optimistic. Markets duly scaled back the probability of a quarter-point 
cut in March. However, 25bp rate cuts for early May and mid-June remain well-priced in, despite the drop in probability following 
up the release of the stronger-than-expected US employment report (Chart 1). 

The BoE: sitting on the fence. At the Bank of England, the vote was anything but unanimous. Six voted for no change, one for a 
rate cut and two for an increase. Ignoring its two hawks, the BoE removed its warning of a possible additional tightening from its 
statement, endorsing the widespread perception that the rate hike cycle is over. However, using near-identical wording to the 
Fed, Governor Andrew Bailey said the BoE was not yet ready to cut rates and would wait until inflation was not only back to target 
but set to stay there. 

Rate cuts this spring, but a slow path thereafter. In our previous weekly (here) we mentioned that euro area inflation may take 
time to get back to its 2% target as base effects, particularly on energy, and weak productivity growth held it back. This would 
restrict the ECB's room for manoeuvre. The BoE is in a similar bind, particularly as British inflation was, on average, at least one 
percentage-point higher than the euro area’s in 2023.  

But the story is different for the Fed. Some measures of inflation are already at target, notably personal consumption deflator. 
Moreover, productivity gains have bounced back from its low in late 2023 (Chart 2). Which means the Fed's problem is not so much 
a struggle to get back to it inflation target but rather a robust economy – GDP grew by an annualised 3.3% in Q4 – which continues 
to power healthy levels of job creation (see thereafter). The Fed therefore has no need to cut hard and fast. The US economy looks 
solid enough to cope with continued tight monetary policy. 

Overall, we think, following a first rate cut in spring, all three main central banks are likely to step rates down at a gradual pace. 
We expect three cuts this year by the Fed, ECB and BoE. This compares to the five to six discounted by the markets for the Fed and 
the ECB and four for the BoE. 

. .  

Chart 1:  Fed: Implied probability of a 25pb rate cut 
at each meeting 

 

Chart 2: labour productivity (GP per hours worked, 
year-over-year, 1-year moving average) 

 

https://sgpb-source.fr.world.socgen/communities/httpssgpbsourcefrworldsocgencommunitiesinvestmentstrategy/Our%20document%20library/Our%20latest%20reports/Weekly/26th%20January%20-%20ECB%20meeting%20-%20first%20rate%20cut%20set%20for%20spring,%20but%20the%20size%20of%20the%20rate%20cut%20cycle%20remains%20in%20doubt.pdf
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Events of the week The Week Ahead 

Euro area GDP growth was flat in Q4 2024, defying expectations of another 0.1% contraction similar to that of Q3. This less-

than-spectacular achievement was driven by strong figures from Spain (0.6% growth rather than 0.2% expected) and Italy 

(0.2% rather than expected stagnation) while France stagnated as predicted and Germany shrank by 0.3%. There were also 

positive contributions from smaller economies including Portugal (0.8%), Belgium (0.4%) and Austria (0.2%) but not Ireland 

which declined by 0.7%. Meanwhile, euro area inflation eased in January but by less than markets had expected, from 2.9% 

to 2.8% rather than 2.7% expected.  

January's US employment figures gave another evidence of the resilience of the US economy, with 353,000 job creations, 

well above economists' expectations of 180,000. The unemployment rate was 3.7%, unchanged from the previous month 

and below the market's expectations of 3.8%. The strength of the US labour market is also benefiting workers, who saw 

their average hourly earnings rise by 0.6% over the month (4.5% year-on-year), up from 0.4%. 

  

Country Data Actual Last Forecast

Japan Unemployment Rate DEC 2.4% 2.5% 2.5%

France GDP Growth Rate QoQ Prel Q4 0.0% 0.0% 0.0%

Spain GDP Growth Rate QoQ Flash Q4 0.6% 0.4% 0.2%

Germany GDP Growth Rate QoQ Flash Q4 -0.3% 0.0% -0.3%

Italy GDP Growth Rate QoQ Adv Q4 0.2% 0.1% 0.0%

Euro Zone GDP Growth Rate QoQ Flash Q4 0.0% -0.1% -0.1%

Euro Zone Economic Sentiment JAN 96.2 96.3 96.2

United-States Fed Interest Rate Decision 5.50% 5.50% 5.50%

China Caixin Manufacturing PMI JAN 50.8 50.8 50.6

Euro Zone Inflation Rate YoY Flash JAN 2.8% 2.9% 2.8%

Euro Zone Core Inflation Rate YoY Flash JAN 3.3% 3.4% 3.2%

Euro Zone Unemployment Rate DEC 6.4% 6.4% 6.4%

United Kingdom BoE Interest Rate Decision 5.25% 5.25% 5.25%

United-States ISM Manufacturing PMI JAN 49.1 47.1 47

United-States Non Farm Payrolls JAN 353K 333K 180K

United-States Unemployment Rate JAN 3.7% 3.7% 3.8%

United-States Average Hourly Earnings MoM JAN 0.6% 0.4% 0.3%

China Caixin Services PMI JAN

Germany Balance of Trade DEC

Euro Zone HCOB Services PMI Final JAN

Euro Zone HCOB Composite PMI Final JAN

United States ISM Services PMI JAN

United States Loan Officer Survey

Germany Factory Orders MoM DEC

Euro Zone Retail Sales MoM DEC

Euro Zone Consumer Inflation Expectations DEC

Germany Industrial Production MoM DEC

France Balance of Trade DEC

France Private Non Farm Payrolls QoQ Prel Q4

United States Balance of Trade DEC

United States Consumer Credit Change DEC

United KingdomRICS House Price Balance JAN

China Inflation Rate YoY JAN

China PPI YoY JAN

Japan Eco Watchers Survey Outlook JAN

Italy Industrial Production MoM DEC

United States Monthly Budget Statement JAN

Friday

Monday

Tuesday

Wednesday

Thursday



 

Market Performances 
 

Source : Bloomberg, au 02/02/2024. -1S = variation sur 1 semaine, -3M = variation sur 3 mois, -12M= variation sur 12 mois, Début d’année = variation depuis le début de l’année. Actions ; rendement total en devise locale.  Obligations souveraines 

= rendement à 10 ans. Les chiffres sont arrondis. 
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Interbank rates Last. -1W -3M YTD -12M Commodities Last. -1W -3M YTD -12M

€STER O/N 3.89 3.91 3.90 1.91 1.90 Brent, USD/BL 80.64 0.9% -4.9% -6.2% -2.9%

USD SOFR O/N 5.32 5.31 5.32 4.30 4.31 Or, USD/oz 2,039 1.2% 2.9% 11.6% 4.5%

JPY TONAR O/N -0.01 -0.01 -0.02 -0.02 -0.01 Copper, USD/metric ton 8,620 0.8% 6.1% 2.6% -6.3%

GBP SONIA O/N 5.19 5.19 5.19 3.43 3.43 Platinium, USD/oz 927 1.8% 0.2% -13.0% -7.9%

CHF O/N 1.62 1.65 1.70 0.80 0.80 Palladium, USD/oz 983 1.9% -12.3% -45.0% -40.0%

Silver, USD/oz 23.09 1.4% 1.9% -3.6% -1.7%

Long term sov. rates Last. -1W -3M YTD -12M FX rates Last. -1W -3M YTD -12M

10Y OAT 2.65 2.83 3.37 2.98 2.77 EUR/USD 1.08 -0.6% 2.8% 1.4% -0.5%

10Y Bund 2.15 2.30 2.75 2.44 2.30 EUR/CHF 0.93 -1.0% -2.8% -5.5% -6.6%

10Y BTP 3.72 3.89 4.65 4.55 4.17 USD/GBP 0.79 0.2% -4.8% -5.4% -3.2%

10Y JGB 0.70 0.63 0.94 0.41 0.49 USD/JPY 146.28 -0.6% -3.1% 11.8% 13.2%

10Y Bonos 3.14 3.25 3.83 3.51 3.29 USD/BRL 4.94 0.4% -1.5% -7.4% -2.6%

10Y Swiss 0.83 0.91 1.12 1.57 1.24 USD/CNY 7.09 0.2% -3.1% 2.8% 5.2%

10Y Gilt 3.87 4.08 4.57 3.66 3.43 USD/RUB 89.75 1.2% -3.4% 22.9% 28.0%

10Y USTnote 3.99 4.18 4.77 3.88 3.39

Credit & EM Last. -1W -3M YTD -12M Equity indices -1W -3M YTD -12M

EUR Corporate Aaa 2.81 3.00 3.54 3.12 3.04 Developped markets 0.7% 11.3% 8.4% 3.7%

EUR Corporate Baa 3.76 3.98 4.70 4.65 4.21 Euro area 1.8% 13.6% 20.5% 11.4%

GBP Corporate Baa 4.54 4.77 5.29 4.59 4.23 Germany 0.1% 13.3% 20.1% 11.4%

USD Corporate Aaa 4.55 4.70 5.37 4.62 4.17 France 2.7% 10.4% 16.1% 8.2%

USD Corporate Baa 5.33 5.50 6.48 5.70 5.12 United Kingdom 1.4% 3.9% 2.4% -1.7%

USD EM aggregate 7.14 7.30 8.29 7.52 6.96 Switzerland 1.2% 7.9% 5.6% 1.2%

United States -0.5% 14.3% 26.2% 17.6%

Japan 0.9% 10.4% 34.9% 29.4%

Brazil -0.1% 11.0% 20.1% 14.0%

Hong Kong -2.6% -9.5% -21.7% -29.8%

India 1.0% 12.8% 17.3% 20.2%

China -1.9% -10.0% -17.0% -23.4%
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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 Socié té 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.  
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, n or a solicitation of such an offer, nor is it an offer of financial 

services, to participate in any investment strategy. 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 f or 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 inform ation 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 nat ional regulations applicable to said persons or in said countries. 
It is the responsibility of any person in possession of this doc ument 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 a n 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 Société 

Générale 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 does 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 re lying 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 P rivate 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 cla ss, country, or market. 

Past performance does not predict future returns. The value of an investment is not guaranteed, an d the valuation of investments may fluctuate. 

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 you will get will vary depending on how th e market performs and how 
long you keep the investment/product. Future performance is subject to taxation which depends on the pers onal 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 inf ormation 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 ma de 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 Ban king and its Entities. 
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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, i ncluding 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 teams’ 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 pers ons, 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 re asonable steps to identify, monitor and manage conflicts of interest. 

Société Générale Private Banking has 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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Switzerland: This document is an advertising according to the Financial Services Act (“FinSA”). It is distributed in Switzerland by Soci ete Generale Private Banking (Suisse) SA (“SGPBS”),  
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