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July 2024 
Central banks into the deep end 
In accordance with the regulations in force, we inform the reader that this document is qualified as a promotional document. 

 

Disinflation trend confirmed. With inflation continuing to fall on both shores of the Atlantic, the major central banks could now 

start scaling down the restrictive nature of their monetary policy. We now expect their next moves to be both gradual and 

synchronised, with the Federal Reserve (Fed), European Central Bank (ECB) and Bank of England all cutting rates once each quarter 

until the end of 2025. The economic background should remain favourable. Growth looks set to slow in the United States but only 

after several quarters of strong economic growth. Europe's economic growth should remain more muted and with a more uncertain 

pace, helped by falling inflation and the prospect of lower interest rates. 

We maintain our equity Overweight and add fixed-income exposure. The prospect of still positive growth and falling interest 
rates leads us to maintain our Overweight to equity markets in developed economies. US markets continue to ride the robust 

American economy and European markets still look good value. At the same time, we have tweaked our exposure to bond markets 
to play the upcoming easing of interest rates, by extending the duration of our sovereign bond positions and adding exposure to 
high-yield corporate debt, where we have gone from Underweight to Neutral. Finally, we have switched to Neutral on the USD/EUR 

and USD/GBP currency pairs as our scenario now sees all three central banks easing policy in synch. 
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Economic trends support keeping some risk in our allocation. We retain our Overweight to equity markets. 

 

We like the European and US markets, which should benefit from healthy economies and a downward cycle 

in rates. We are Neutral on Emerging Market equities, despite their attractive multiples, largely because of 

China, whose economy remains sluggish. 

 
Confirmation of upcoming cuts in policy rates and tempting levels of carry continue to support fixed-income 

markets. Sovereign debt is seen as a safe haven in the current geopolitical situation and also if recessionary 

risks emerge. We have increased duration on sovereign portfolios and raised our exposure to the high-yield 

corporate bond segment to neutral. 

 

We are now Neutral on the dollar's main pairs as we expect the main central banks to cut rates in synch. 

The main building blocks of our analytical framework 
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Negative trend in “surprise” indicators: don’t jump to conclusions too quickly  

The Surprise Index records, for a large number of economic indicators, the differences between actual and expected 
outcomes. Over the past few weeks, "surprises" related to economic activity have clearly turned negative in both the United 

States and the euro area. These surprises mainly reflect the persistence of a disconnect between survey data and hard data, 
and do not reduce our confidence in our scenario of a supportive economic environment, with moderate but positive growth 
and continuing decreasing inflation, opening the way for central bank rate cuts. 

Persistence of a disconnect between survey data and hard data. Since Covid, survey indicators have underestimated the 
economic activity recovery. The initial explanation was linked to very specific tensions related to the Covid crisis, particularly those 

linked to supply chain disruptions and bottlenecks. More recently, this disconnect can be explained by increased sensitivity of 
households and businesses to certain variables - inflation and interest rates in particular, given that developed economies had not 
experienced a marked inflationary episode in nearly 40 years and high interest rates in over a decade. First, households continue to 

have a very negative perception of inflation, while it has already significantly decreased. Indeed, households are more affected by 
the significant increase in prices than by the slowdown in the pace of increase. Moreover, the increase in disposable income is not 
perceived as sufficient and kept consumer confidence at depressed levels. Similarly, business surveys are still affected by high 

interest rates. 

In the United States, surveys overstate the economic slowdown. After several quarters of very high growth, economic activity is 

slowing down across the Atlantic, a slowdown that was both expected and desirable. While this slowdown is real, it appears 
overestimated by survey data. Hard data on activity shows a much more limited slowdown. While household goods consumption 
and the labour market are slowing, services consumption, industrial production and business investment remain well oriented. 

Overall, hard data reinforces our scenario of growth stabilising around 2% in the United States, its pre-covid level. With the 
confirmation of the decline in inflation, this scenario should allow the Federal Reserve to lower interest rates in the coming months. 

In the euro area, growth would remain positive but more moderate and uncertain. In the euro area, the context remains 

different from that of the United States, with a still moderate level of activity. In addition to surveys that still appear soft, hard data 
gives mixed signals, with industrial activity in particular continuing to disappoint. Hard data and confidence indices still signal a 

divergence between the robustness of sectors related to business investment (a powerful growth engine in 2022-23) and the 
weakness of household consumption (especially in durable goods such as automobiles). Nevertheless, the decline in inflation in a 
context of tight labour market and strong wage growth should boost real disposable income for households and, in the long term, 

consumption. We continue to expect moderate but positive growth, supported by the decline in inflation and then interest rates in 
the second half of the year. 

In China, indicators continue to point to modest economic activity. Growth disappointed in Q2, with domestic demand particularly 

weak. China’s economic difficulties are likely to last, including persistent troubles in the property sector and, longer term, the trend 
toward an ageing population. 
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We maintain our Overweight to developed equity markets 
Global equity markets were rocked last month by several factors: political events including French snap elections and the 

turbulent US Presidential campaign, expectations for Fed rate cuts and, lastly, sector and style rotation by investors. They 
nonetheless managed a firm performance – up 2.6% month-on-month and 19% year-on-year – albeit with major 

discrepancies by region and sector. We stand by our Overweight to developed equity markets, based on cheap value in 
Europe and healthy earnings growth in the United States. 

United States. The US stock market continued to rally over the past month (+1.8%, +23% over a year). This strong monthly 

performance, however, disguises major discrepancies between sectors and styles, particularly since the start of July. Escalating 
expectations of Fed rate cuts triggered a rotation toward value stocks, small and mid-caps and defensive sectors. Fears of worsening 
trade relations between the US and China then sent growth stocks tumbling further. We remain Overweight US equity markets which 

should continue to benefit from healthy – though slightly slowing – growth, the steady decline in inflation and limited rate cuts. 
Corporate profits and balance sheets are still looking good, justifying the premium priced into company multiples. We remain 

Neutral on investment style: while falling rates are traditionally good for growth stocks this segment currently looks overpriced. 

Euro zone. European equities underperformed again last month (0.7%), hit by unexpectedly weak economic data, political 
uncertainty in France and China/US tensions. Even so, we stand by our Overweight to these markets, with our rationale being that 

the economy should remain strong, driven by a rebound in real household incomes as inflation retreats and rates fall. Also, private 
sector investment is likely to be sustained by healthy corporate margins and a catch-up of past underinvestment. Finally, European 
markets are still cheap in absolute terms and close to their long-term average relative to bond yields. That said, we have shifted to 

Neutral on style (having previously favoured growth stocks).  

United Kingdom. Despite the market’s heavy value bias, British stocks slightly underperformed the global index last month. 

Nevertheless, they can count on several support factors going forward: interest rate cuts, reviving economic growth and the 
restoration of a degree of political stability. Cheap-looking valuations and improving earnings growth will also be good for the UK 
market, where we remain Overweight.  

Japan. The Japanese equities market, which boasts one of the world’s best year-on-year performances, outperformed the global 
index last month (+6.3%). We remain Neutral on this market, which should get a boost from the end of deflation and gradual exit 
from the zero-rates policy but could be held back by yen volatility and its heavy weighting toward technology and communication 

sectors.  

Emerging markets. Emerging markets outperformed the global index over the last month (+3.5%) as the plunge in the Chinese 

market was offset by rallies elsewhere, notably in Latin America and India. A heavy weighting toward technology stocks, geopolitical 
risks and the weakness of the Chinese economy make us cautious on these markets. However, we are sticking with our Neutral 
stance due to the attractive value they offer. 
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Still positive on bonds 
We remain Neutral on fixed income. With inflation easing, sovereign bond and corporate bond yields remain temptingly high 

in both nominal and real terms. We have increased the duration on our government bond yield exposure and moved to 

Neutral on high-yield debt to play the attractive carry and still solid balance sheets offered by most issuers in this class. 

United States. Sovereign yields have narrowed since early June. Yields on the 2-year Treasury bill (proxy for monetary policy one 

year out) have fallen from 4.7% to under 4.5% and yields on the 10-year T-bond from 4.3% to 4.2%. These falls reflect the market's 

expectations for Fed rate cuts following good news on inflation and an ongoing rebalancing of the labour market. Inflation 

continued to slow in June – including, importantly, the price of rent and equivalent rent – bringing it near to the Fed's 2% target. 

Moreover, while the US economy continues to create lots of jobs, unemployment has edged up to 4.1%, again close to the Fed's 

“target”. In these circumstances, the Fed is likely to start cutting rates in September and cut again at its December meeting taking 

the Funds rate to 5% at year end. We therefore remain Neutral on Treasuries but with a preference for long duration to play the fall 

in inflation and the downhill leg of the rate cycle. 

Euro zone. Sovereign bond yields in the zone have also fallen substantially over the past month on political risk in France, further 

falls in inflation and the easing of monetary policy. Yields on the 10-year Bund and OAT dipped around 20 bps to 2.4% and 3.1%, 

respectively. This still leaves the French risk premium higher than before parliamentary elections were called. Finally, the sovereign 

yields paid by peripheral economies also fell and their risk premiums are now back to pre-French-election levels. European inflation 

continues its gradual decline (2.9% year-on-year), helped in large part by sharp falls in durable goods inflation. Wage growth easing 

should also help take the sting out of services inflation in coming months. In this context, the ECB held its deposit rate at 3.75% at 

its July meeting and we expect it to make two further rate cuts in 2024 to end the year at 3.25%. We therefore remain Neutral on 

European sovereign debt but with a preference for long duration to play the fall in inflation and downhill leg of the rate cycle. 

United Kingdom. We also remain Neutral on gilts, with a preference for long duration. The 10-year gilt yield fell last month, to 

4%, with the Bank of England expected to start cutting rates in September.  

Credit. We are moving from Underweight to Neutral on high-yield corporate debt. This asset class has done well this year, up 4% 

thanks to a resilient growth environment, ongoing declines in inflation and substantial carry of 6.6%. Moreover, companies continue 
to enjoy solid fundamentals, with a higher proportion of rated BB companies in the index, while the index's short duration limits 
the risk of total return losses if rates should spike. 

  



 
CURRENCIES 

 

Unless specified, all figures and statistics in this report are from Bloomberg and Macrobond on 19/07/2024, publication completion date. Past performance 

does not prejudge future performance. Investments may be subject to market fluctuations, and the price and value of investments and the resulting 

revenues may fluctuate downward and upward. Your capital is not protected, and original investments may not be recovered.  

CENTRAL BANKS INTO THE DEEP END 
JULY 2024 

 

Dollar Neutral 

We have shifted to Neutral on the EUR/USD and GBP/USD crosses as the Fed and BoE both look likely join the 

ECB in cutting rates in September. We remain at Neutral on the USD/JPY given the Bank of Japan's snail-like 

progress toward normalising policy. 

Dollar index. The US currency lost ground in its key crosses with developed and emerging market currencies. This 

drop in the dollar reflects growing expectations that the Fed will start cutting rates in September. 

EUR/USD. The single currency gained almost 2% against the dollar last month, rising to USD 1.09. Euro strength 

mainly reflects growing expectations that the Fed will start cutting rates in September and that the ECB will make its 

second cut the same month. The narrowing spreads between euro and dollar rates translated into gains for the euro. 

We have therefore moved to Neutral on the EUR/USD as we expect the two central banks to cut rates at a similar pace. 

GBP/USD. As with the euro, we have switched to Neutral on the GBP/USD. Sterling gained more than 1% against the 
dollar, tracking the rise in expectations for Fed rate cuts. We anticipate the Bank of England will start its own series of 

rate cuts in September (or possibly August), from the current base rate of 5.25%, as core inflation (3.5% year-on-year 

in June) continues to edge gradually down toward target. This synchronisation in the pace of interest rate cuts should 

keep sterling’s crosses steady at current exchange rates. 

USD/JPY. In a break with the trend of recent quarters, the JPY rose more than 1% against the dollar to 157 USD/JPY. 
This rally again illustrates the sharp jump in expectations for a September rate cut by the Fed, the US rate spread to 

Japan being the biggest with any developed economy. It also seems likely that the Japanese monetary authorities 

stepped in to support the yen. We remain Neutral on the USD/JPY. First, the BoJ will continue to crawl toward a more 
normal policy stance. We expect two rate hikes in H2-24 while Fed rate cuts are likely to be gradual. Second, the 

country's balance of payments remains heavily positive, limiting further downward pressure on the yen. 

EUR/CHF. The euro fell by around 1% against the Swiss franc to 0.96 EUR/CHF last month. We remain Underweight 
this cross. Political uncertainties in Europe should be good for the Swiss franc, particularly given the wider political 

risks in the world. Also, Switzerland's heavy balance of payments surplus coupled with a reduction in the Swiss 

National Bank's foreign exchange reserves should help the franc. 

EM currencies. It has been a mixed story for emerging market currencies in the past month. The Mexican peso made 

good part of its post-election losses, rising 3.2% against the dollar as monetary policy was kept tight, allaying market 

concerns. The Chinese yuan continues its slow slide as CNY rates continue to come down. 
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We retain our Underweight to gold and hedge funds 

High interest rates tarnish the appeal of hedge funds and gold. Theme-wise, we retain our exposure to Artificial Intelligence, 

Clean Energy, Reshoring and European Excellence, and have added another, Health Innovation.  

Commodities. Apart from a short-lived spike to USD 88/bbl in early July, Brent prices traded between USD 84 and USD 86 last 

month, ending slightly up on the month as a whole. Oil prices were led by greater confidence in growth-friendly rate cuts by the Fed, 
the fall in US oil stocks and signs of persistent weakness in the Chinese economy.  

Gold. Gold touched a new all-time high of USD 2,482/oz last month and ended the month up 5%, helped by the prospect of US rate 

cuts which would weaken the dollar and the increasing probability that Donald Trump will return to the White House and revive 
geopolitical tensions with China.  

 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 as a way to hedge market volatility. However, 

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

Themes  
Current themes: Artificial Intelligence, Clean Energy, Reshoring and European Excellence. Even after 18 
exceptional months, we think Artificial Intelligence stocks will continue to perform well, given the maturity and potential of AI and 

the strong profit growth of companies in the sector. The Clean Energy theme is a way to invest in winners from the energy transition. 
The Reshoring theme should benefit from the return of industrial policies and perform strongly on equity markets. Finally, the 
European Excellence theme is a way to cash in on a combination of positive factors – falling inflation, cuts to ECB rates and attractive 

valuations – via international companies that are leaders in their respective markets. 

New theme: Healthcare Innovation. An ageing population, changing lifestyles with a greater interest in physical fitness, 

well-being and nutrition, coupled with major technological progress (gene therapies, immunotherapy, personalised medicine, 
remote health services, etc.) should benefit the health sector as a whole and its innovation component in particular. This theme 
thus represents an opportunity to invest in cheaper-valued stocks that offer long-term growth. 
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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. 
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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. 
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