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Global outlook

The global economy will continue to grow at more or less the same rate as last year,
between 3% and 3.5%. In other words, a soft landing for the global economy remains the
most likely scenario. However, the latest statistics published suggest that the outlook is
uncertain and varies from region to region. The US economy is slowing down, but remains
healthy. The eurozone economy has bottomed out and is showing signs of recovery. In Asia,
India is posting solid growth, while China is gradually recovering. We expect a rebound in
the second half of the year, supported by a stable job market and ongoing fiscal stimulus
measures.

Despite a marked slowdown compared to last year, the disinflation process continues. The
expected economic rebound is likely to lead to a further surge in commodity prices and
higher wage demands, keeping inflation above the target set by central banks. However, the
central banks of the advanced economies (led by the ECB having recently cut 25bp) will
start cutting interest rates this year. They will do so cautiously and sparingly. Interest rates
will remain higher than in previous easing cycles. Questions remain for the US economy.

In our view, the main risks for the global economy lie in the explosion of public debt and the
geopolitical situation.

United States

US economic activity remains healthy. However, mixed and sometimes contradictory
statistics point to a slowdown. Despite the prevailing uncertainty, a soft landing remains for
us the most likely scenario, given the continued budgetary support of a President eager to
win re-election. The job market is showing significant signs of easing, with "only" 175,000
new non-farm jobs and a slight rise in the unemployment rate to 3.9%. After three
consecutive months of higher-than-expected inflation, calm has returned to the inflation
front. Headline and core inflation slowed to a monthly rate of +0.3%. The picture remains
the same: inflation is gradually receding, but remains persistent, particularly in the services
sector, with the risk of further price rises. Consumers' fears in this regard have not been
slow to materialize, with retail sales already slowing significantly.

Faced with the resumption of the disinflationary trend and the gradual easing of the job
market, the Fed's patience seems to be paying off. The Fed remains convinced that its
policy is sufficiently restrictive and that it will eventually bring inflation back to its target
level. It remains to be seen whether the first rate cut, expected by the end of the year, will
put an end to the rate environment still recently described as "durably high" ("higher for
longer"). The US Federal Reserve sees no reason to rush things, at least as far as inflation is
concerned. If it were to lower its key rate, it would be to fulfill the second part of its
mandate. But the job market is still too stable for seemedthat. As long as the situation
doesn't deteriorate, we're counting on one or even two rate cuts at most, starting in
September.
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Euro zone

The European economy has bottomed out, the stagnation phase is coming to an end and
the outlook is gradually improving. The technical recession of the third and fourth quarters is
behind us. Real GDP growth stood at 0.3% in the first quarter. Economic activity is
expected to grow at the same rate in the second quarter. Surveys of economic activity show
that growth momentum is improving. In May, the overall purchasing managers' index rose
for the third month in a row, reaching its highest level for a year. While the service sector
remains firmly anchored in the expansion zone, the manufacturing sector is beginning to
show signs of improvement. These "soft" statistics contrast with the persistent gloom of the
"hard" data. Industrial production and new orders, for example, point to weak domestic
demand. While the unemployment rate is nearing an all-time low (6.5%), consumer
sentiment remains at half-mast. In the first quarter of 2024, conventional wages rose by
4.7% year-on-year. This wage growth, which is also positive in real terms, should support
private demand in the months ahead. Inflation continues to fall, but has recently slowed.
The rise in May of the consumer price index (2.6%) and core inflation (2.7 %) shows that the
disinflation trajectory is not a smooth one. In particular, inflation in services remains high. We
cannot expect consumer prices to return to the levels targeted by the central bank before
2025. However, the ECB believes that prices are on the right track. A first rate cut in June
therefore was a foregone conclusion. Given the persistent inflation in the service sector and
strong wage growth, a rapid and prolonged easing cycle seems difficult to envisage.

China

According to China's political bureau, "the economy has made a good start to the year”,
despite the difficulties posed by ‘"insufficient demand and an uncertain external
environment". Policymakers are maintaining an accommodating fiscal policy with a view to
achieving the annual GDP growth target.

Monetary policy remains favorable. Interest rates and bond reserves are being managed
flexibly, while priority is being given to exchange rate stability in view of the uncertainties
surrounding US monetary policy. Against a backdrop of uneven economic recovery, the
outlook for the real estate sector remains uncertain. A number of measures were launched
in May to help the sector: after lifting the floor on mortgage rates and reducing the loan-to-
value ratios for private home purchases, Beijing began issuing very long-dated government
bonds. In addition, local governments allocated 300 billion yuan to buy back unsold
inventory from property developers. Economic activity surveys point to moderate
expansion. The manufacturing sector is growing, while services are slowing slightly. Timid
signs of improvement in global demand provide a margin of safety for the Chinese economy.
Economic policy is focused on strengthening domestic demand. The inflation situation
improved in April: +0.3% year-on-year for headline CPl and +0.7% year-on-year for
underlying CPI after a very moderate rise in March. Producer prices remain in deflationary
territory due to persistent weakness in the real estate sector (-2.5% year-on-year). The
geopolitical situation remains tense and uncertain. While the Biden administration has
significantly raised tariffs on many Chinese products, Beijing is threatening retaliatory
measures.

A new trade war would not only jeopardize China's still-fragile economic recovery, but also
put the brakes on global growth.
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Disclaimer:

DC Advisory issues this report as general information only, without taking into account the circumstances, needs or objectives of any of its
readers. Readers should consider the appropriateness of any recommendation or forecast or other information for their individual situation
and consult their investment advisor.

The views and opinions expressed herein reflect the views of the authors of the content as of the date of the publications and are subject to
change based on market and other conditions. Any reference to securities, sectors, regions and/or countries is for illustrative purposes only.
The value of investments and the income from them may go down as well as up. Exchange rate fluctuations may cause the value of
investments in foreign currencies to rise or fall.

DC Advisory shall not , nor its employees, associates or agents, be responsible for any loss arising from any investment based on any
recommendation, forecast or other information herein contained. The contents of this publication should not be construed as an express or
implied promise, guarantee or implication that the forecast information will eventuate, that readers will profit from the strategies herein or
that losses in connection therewith can or will be limited. Any investment in accordance with the recommendations in an analysis, can be
risky and may result in losses in particular if the conditions or assumptions used for the forecast or mentioned in the analysis do not
eventuate as anticipated and the forecast is not realised.

DC Advisory utilises financial information data providers and information from such providers may form the basis for an analysis. Data
collected from third parties is provided without warranty of any kind . DC advisory and the Data Provider assume no liability in connection
with the Third Party Data and accepts no responsibility for the accuracy or completeness of any information herein contained.

Past performance is not indicative of future performance and may not be repeated.
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