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Global Outlook 2024: Still searching for a landing
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What kind of landing?

• There will be a landing. We expect the US economy to slow below trend in 2024/25.

• But policy easing will help it avoid a conventional recession.

Policy to take its foot off the brake

• Central banks will cut soon to prevent real rates from rising.

• Not too soon in the US: first cut in May

• Earlier move in the Eurozone: first cut in April

What downside potential for the dollar and yields?

• Structurally bearish on the dollar. EURUSD at 1.15 in Q4 2024.

• Limited downside on long-term yields. US 10-year up to 4.2% in Q1 2024 and at 3.95% in Q4 2024.

Risks to our view

• More inflation. Too easy financial conditions and/or renewed global price pressure would likely mean higher

rates and a possibly deeper contraction economic activity.

• Fiscal policy and politics. Higher risk premia on bonds (EM), EU & US elections.
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US: Below trend growth in 2024/25

GDP growth vs. Financial conditions

▪ We expect a re-correlation of the US economy with financial conditions in 2024/25.

▪ Peak weakness should be reached in Q2/Q3.

Sources: BEA, Macrobond, BNP Paribas
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Growth slowing this summer

Sources: BEA, Macrobond, BNP Paribas
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US: Factors of support are diminishing

US households’ deposits as % income

▪ At the current pace, there will be less cushion from savings from Mid- 2024.

▪ After being quite expansionary in 2023, fiscal policy will tighten in 2024.

Sources: Fed, Datastream, BNP Paribas
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Fiscal impulse as % of GDP

Sources: CBO, Fed, BLS, BNP Paribas forecasts for 2024-25

0.3 0.3 0.3

3.3

0.2

-4.1

1.4

-1.2

-0.2

-5

-4

-3

-2

-1

0

1

2

3

4

2017 2018 2019 2020 2021 2022 2023 2024 2025

Fiscal impulse as % 

GDP (pp)

50%

55%

60%

65%

70%

75%

80%

85%

90%

95%

100%

00 02 04 06 08 10 12 14 16 18 20 22 24 26

Mid-24 at 
curent 

pace



506/02/202406/02/2024

US: Refinancing will hurt

Non-mortgage debt payments as % of income

▪ Consumers’ interest payments have increased by c1.pp of income in the past year.

▪ Corporates will have to refinance massively from mid-2024 & Supply of US treasury bonds to the market

will rise to a record level in 2024.

Sources: BEA, Macrobond, BNP Paribas
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Sources: US Treasury, Federal Reserve, BNP Paribas forecasts
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Disinflation has more room to run
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Sources: Eurostat, Macrobond, BNP Paribas

Eurozone inflationUS Inflation

Sources: BLS, Macrobond, BNP Paribas

▪ We see US inflation closer to 2.5% in H2 in the US, undershooting 2% for the Eurozone this summer

▪ But core service prices hold the key for reaching central banks’ inflation targets on a sustainable basis
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Counter energy price shock

▪ Gas prices moved down on the back of high gas storage & rising renewable energy production.

▪ Pass through from energy prices could be a strong driver of lower inflation this year, with potential downside

surprises in food prices.

7

Sources: Eurostat, Macrobond, BNP Paribas

Decline in energy prices has further to goFalling gas prices

Sources: Bloomberg, BNP Paribas
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Easing supply chain pressures … for now

▪ Core goods disinflation should continue to play in H1 2024.

▪ Rising shipping costs pose an upside risk to inflation later in 2024 or 2025

8

Sources: S&P global, Eurostat, Macrobond, BNP Paribas

But risk could be building up for end of yearSupply chain healing impact still at work

Sources: S&P global, Eurostat, Macrobond, BNP Paribas
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US: Further rebalancing in the labour market needed

Hiring momentum no longer decelerating
Wage growth, still elevated

▪ More adjustment is required to cool down wage growth to levels consistent with 2% inflation.

Sources: BLS, Macrobond, BNP ParibasSources: BLS, Macrobond, BNP Paribas
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US: The catch-up in supply may be over

Capex trends

▪ The recent pick-up in productivity may only be a catch-up with trends.

▪ The recent capex cycle has been in line with the 2006-2019 trends.

Sources: BEA, Macrobond, BNP Paribas

Productivity trends

Sources: BEA, Macrobond, BNP Paribas
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US: The catch-up in supply may be over

Little upside in labour force participation

▪ No signs of capex boom within small companies.

▪ The labour participation rate seems to have little upside from here.

Sources: CBO, Macrobond, BNP Paribas

Subdued capex trends in small companies

Sources: NFIB, Macrobond, BNP Paribas
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US rate cuts: Not so fast

Sentiment in housing has reached a bottom?

▪ 10-year rates at 4% could still trigger some rebound in housing demand.

Sources: Census, Conference Board, Macrobond, BNP Paribas

Residential investment, less a drag on growth

Sources: BEA, NAHB, Macrobond, BNP Paribas
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Eurozone: from stagnation…

Stagnant activity

13

Sharp decline in high-energy intensive production

▪ Eurozone GDP growth has been flat since Q4 2022.

▪ Higher energy prices dampen activity in high-energy intensive industries.

▪ Germany was a drag vs. peripheral countries.

Sources: Eurostat, Macrobond, BNP Paribas forecasts Sources: Eurostat, Macrobond, BNP Paribas
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Eurozone: … to gradual recovery

Real wage growth turning positive

14

Consumer confidence recovering
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▪ We expect Eurozone growth to pick up from spring as various shocks dissipate.

▪ The main driver will be the recovery in real wage growth, due to lower energy inflation.

Sources: Eurostat, Macrobond, BNP Paribas forecasts Sources: Eurostat, Macrobond, BNP Paribas
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Eurozone: ECB cuts to ease financial conditions

Credit flows have been stabilizing

15

Banks’ credit conditions on the mend 

▪ We think the peak impact of monetary tightening will come soon.

▪ Financial conditions are likely to ease in anticipation of the first ECB’s rate cut in April 2024.

Sources: Eurostat, Macrobond, BNP Paribas forecasts Sources: ECB, Eurostat, Macrobond, BNP Paribas
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Eurozone: Wage pressure near peak

Negotiated wage growth should be near a peak, 

16

Survey measures point to softening in wage 

pressures

▪ According to high-frequency data, wage growth has peaked or at least should be close to its peak.

▪ In a tight labour market, the risk of pending wage catch up could still not be excluded.

Note: Blue line is GDP weighted average of Germany, Italy, Spain, Austria and Netherlands.

Sources: ECB, Eurostat, Macrobond, BNP Paribas Sources: Indeed, Macrobond, BNP Paribas
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China: Growth capped by structural headwinds

Growth target vs. realized growth
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No pickup in confidence 

▪ We expect 4.5% Chinese growth in 2024, which we think is below potential.

▪ More structural reforms would be required to unlock the potential of the economy.

Sources: NBP, BNP Paribas estimate Sources: NBS, BNP Paribas
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USD: Secular decline to continue

The USD tends to sell off when the Fed cuts The USD remains significantly overvalued

BNP Paribas FEER is our measure of a currency's long-term fair value
Source: BNP Paribas

Recession start and end are those defined by NBER. The above shows averages for recession start and 

end dates, DXY performance, 3m T-bill yield performance and payrolls turning from positive to negative 

across 7 recessions since 1973. See Business Cycle Dating | NBER. 

Sources: Bloomberg, BNP Paribas
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▪ We expect EURUSD at 1.15 in Q4 2024.

https://www.nber.org/research/business-cycle-dating
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Our main messages

1) The US will slow below trend but avoid a recession in 2024.

2) The Eurozone will recover gradually from Spring.

3) The Chinese economy has passed its trough but will lack momentum into 2024.

4) Slower GDP growth should push inflation lower for now.

5) Central banks will start cutting rates from Spring, with the exception of Japan.

6) We expect yield curves to steepen and the USD to weaken, largely from Q3 onwards.

19
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GDP and inflation forecasts

20

Markets 360 team

Our up-to-date economic forecasts are

always available on the Markets 360 website.

(1) Q1, Q2 and Q3 2023 data are actual. (2) India’s annual forecasts are for the fiscal year (April–March).

Sources: National statistical agencies, BNP Paribas forecasts

https://markets360.bnpparibas.com/contentportal/portal-content-service/forecasts
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Policy rate and exchange rate forecasts

21

Markets 360 team

Our up-to-date economic forecasts are

always available on the Markets 360 website.

Sources: Bloomberg, BNP Paribas forecasts

BNP Paribas end-period FX forecasts

Spot 

(12 Jan)

Q1

2024

Q2 

2024

Q3 

2024

Q4 

2024

Q4 

2025

EURUSD 1.10 1.10 1.12 1.14 1.15 1.18

EURJPY 159 160 158 157 155 153

GBPUSD 1.28 1.26 1.29 1.31 1.32 1.36

USDJPY 145 145 141 138 135 130

AUDUSD 0.67 0.66 0.67 0.69 0.70 0.70

USDCNY 7.17 7.15 7.10 7.10 7.00 6.90

USDBRL 4.85 4.90 4.80 4.70 4.60 4.50

USDMXN 16.9 17.8 17.8 17.7 17.6 17.4

USDZAR 18.6 19.0 19.0 18.8 18.5 18.0

USDIDR 15550 15594 15521 15574 15535 15200

BNP Paribas end-period policy rate forecasts (%)

Developed Markets

YEAR END QUARTER END

2023 2024 2025 2023 2023 2023 2023 2024 2024 2024 2024

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

US 5.50 4.00 2.75 5.00 5.25 5.50 5.50 5.50 5.00 4.50 4.00

Eurozone 4.00 2.75 2.50 3.00 3.50 4.00 4.00 4.00 3.50 3.00 2.75

China 2.50 2.25 2.15 2.75 2.65 2.50 2.50 2.35 2.25 2.25 2.25

Japan -0.10 0.25 0.75 -0.10 -0.10 -0.10 -0.10 0.10 0.10 0.25 0.25

UK 5.25 4.25 3.00 4.25 5.00 5.25 5.25 5.25 5.00 4.75 4.25

Notes: US rate is upper bound of fed funds target range

Source: National statistical agencies, BNP Paribas forecasts

https://markets360.bnpparibas.com/contentportal/portal-content-service/forecasts
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local laws. Unless the information contained herein or document/communication to which this notice relates is made publicly available by BNPP, it is provided to you on a strictly confidential basis and where it is provided to you on a

strictly confidential basis you agree that it may not be copied, reproduced or otherwise distributed by you, whether in whole or in part (other than to your professional advisers), without our prior written consent.. Neither we, nor any of our

affiliates, nor any of their respective directors, partners, officers, employees or representatives accepts any liability whatsoever for any direct or consequential loss arising from any use of this document or its content; and any of the

foregoing may from time to time act as manager, co-manager or underwriter of a public offering or otherwise, in the capacity of principal or agent, deal in, hold or act as market makers or advisors, brokers or commercial and/or

investment bankers in relation to the securities or related derivatives that are discussed herein or in the document. BNPP and its affiliates may (or may in the future) hold a position or act as a market maker in the financial instruments

discussed, or act as an advisor, manager, underwriter or lender to such issuer. In no circumstances shall BNPP or its affiliates be obliged to disclose any information that it has received on a confidential basis or to disclose the existence

thereof.

The information presented herein or in the document does not comprise a prospectus of securities for the purposes of EU Regulation (EU) 2017/1129 (as amended from time to time).

This document was produced by a BNPP group company. This document is for the use of intended recipients and may not be reproduced (in whole or in part) or delivered or transmitted to any other person without the prior written

consent of BNPP. By accepting or accessing this document you agree to this.

For country- specific disclaimers (United States, Canada, United Kingdom, France, Germany, Belgium, Ireland, Italy, Netherlands, Portugal, Spain, Switzerland, Brazil, Turkey, Israel, Bahrain, South Africa, Australia, China, Hong

Kong, India, Indonesia, Japan, Malaysia, Singapore, South Korea, Taiwan, Thailand, Vietnam) please type the following URL to access our legal notices:

https://globalmarkets.bnpparibas.com/gm/home/Markets_360_Country_Specific_Notices.pdf

Some or all of the information contained in this document may already have been published on MARKETS 360TM Portal

Please click here to refer to our Data Protection Notice.

© BNPP (2023). All rights reserved.

IMPORTANT DISCLOSURES by producers and disseminators of investment recommendations for the purposes of the Market Abuse Regulation:

Although the disclosures provided herein or in the document have been prepared on the basis of information we believe to be accurate, we do not guarantee the accuracy, completeness or reasonableness of any such disclosures. The

disclosures provided herein or in the document have been prepared in good faith and are based on internal calculations, which may include, without limitation, rounding and approximations.

BNPP and/or its affiliates may be a market maker or liquidity provider in financial instruments of the issuer mentioned in the recommendation.

BNPP and/or its affiliates may provide such services as described in Sections A and B of Annex I of MiFID II (Directive 2014/65/EU), to the Issuer to which this investment recommendation relates. However, BNPP is unable to disclose

specific relationships/agreements due to client confidentiality obligations.

Section A and B services include A. Investment services and activities: (1) Reception and transmission of orders in relation to one or more financial instruments; (2) Execution of orders on behalf of clients; (3) Dealing on own account;

(4) Portfolio management; (5) Investment advice; (6) Underwriting of financial instruments and/or placing of financial instruments on a firm commitment basis; (7) Placing of financial instruments without a firm commitment basis; (8)

Operation of an MTF; and (9) Operation of an OTF. B. Ancillary services: (1) Safekeeping and administration of financial instruments for the account of clients, including custodianship and related services such as cash/collateral

management and excluding maintaining securities accounts at the top tier level; (2) Granting credits or loans to an investor to allow him to carry out a transaction in one or more financial instruments, where the firm granting the credit or

loan is involved in the transaction; (3) Advice to undertakings on capital structure, industrial strategy and related matters and advice and services relating to mergers and the purchase of undertakings; (4) Foreign exchange services

where these are connected to the provision of investment services; (5) Investment research and financial analysis or other forms of general recommendation relating to transactions in financial instruments; (6) Services related to

underwriting; and (7) Investment services and activities as well as ancillary services of the type included under Section A or B of Annex 1 related to the underlying of the derivatives included under points (5), (6), (7) and (10) of Section C

(detailing the MiFID II Financial Instruments) where these are connected to the provision of investment or ancillary services.

BNPP and/or its affiliates do not, as a matter of policy, permit pre-arrangements with issuers to produce recommendations. BNPP and/or its affiliates as a matter of policy do not permit issuers to review or see unpublished

recommendations. BNPP and/or its affiliates acknowledge the importance of conflicts of interest prevention and have established robust policies and procedures and maintain effective organisational structure to prevent and avoid

conflicts of interest that could impair the objectivity of this recommendation including, but not limited to, information barriers, personal account dealing restrictions and management of inside information.

BNPP and/or its affiliates understand the importance of protecting confidential information and maintain a “need to know” approach when dealing with any confidential information. Information barriers are a key arrangement we have in

place in this regard. Such arrangements, along with embedded policies and procedures, provide that information held in the course of carrying on one part of its business to be withheld from and not to be used in the course of carrying

on another part of its business. It is a way of managing conflicts of interest whereby the business of the bank is separated by physical and non-physical information barriers. The Control Room manages this information flow between

different areas of the bank where confidential information including inside information and proprietary information is safeguarded. There is also a conflict clearance process before getting involved in a deal or transaction.

In addition, there is a mitigation measure to manage conflicts of interest for each transaction with controls put in place to restrict the information flow, involvement of personnel and handling of client relations between each transaction in

such a way that the different interests are appropriately protected. Gifts and Entertainment policy is to monitor physical gifts, benefits and invitation to events that is in line with the firm policy and Anti-Bribery regulations. BNPP maintains

several policies with respect to conflicts of interest including our Personal Account Dealing and Outside Business Interests policies which sit alongside our general Conflicts of Interest Policy, along with several policies that the firm has

in place to prevent and avoid conflicts of interest.

The remuneration of the individual producer of the investment recommendation may be linked to trading or any other fees in relation to their global business line received by BNPP and/or affiliates.

IMPORTANT DISCLOSURES by disseminators of investment recommendations for the purposes of the Market Abuse Regulation:

Where relevant, the BNPP disseminator of the investment recommendation is identified in the document/communication including information regarding the relevant competent authorities which regulate the disseminator. The name of

the individual producer within BNPP or an affiliate and the legal entity the individual producer is associated with is identified where relevant, in the document/communication. The date and time of the first dissemination of this investment

recommendation by BNPP or an affiliate is addressed where relevant, in the document/communication. Where this investment recommendation is communicated by Bloomberg chat or by email by an individual within BNPP or an

affiliate, the date and time of the dissemination by the relevant individual is contained, where relevant, in the communication by that individual disseminator.

The disseminator and producer of the investment recommendations are part of the same group, i.e. the BNPP group. The relevant Market Abuse Regulation disclosures required to be made by producers and disseminators of

investment recommendations are provided by the producer for and on behalf of the BNPP Group legal entities disseminating those recommendations and the same disclosures also apply to the disseminator.

If an investment recommendation is disseminated by an individual within BNPP or an affiliate via Bloomberg chat or email, the disseminator’s job title is available in their Bloomberg profile or bio. If an investment recommendation is

disseminated by an individual within BNPP or an affiliate via email, the individual disseminator’s job title is available in their email signature.

For further details on the basis of recommendation specific disclosures available at this link (e.g. valuations or methodologies, and the underlying assumptions, used to evaluate financial instruments or issuers, interests or conflicts that

could impair objectivity recommendations or to 12 month history of recommendations history) are available at MARKETS 360TM Portal. If you are unable to access the website please contact your BNPP representative for a copy of this

document.

https://globalmarkets.bnpparibas.com/gm/home/Markets_360_Country_Specific_Notices.pdf
https://ssoforms.bnpparibas.com/cib/LoginForm.aspx?TYPE=33554433&REALMOID=06-000e88a0-30e2-1cdc-a2c4-83140a07f011&GUID=&SMAUTHREASON=0&METHOD=GET&SMAGENTNAME=-SM-3pHkqU1VBwR7fm63CZFPHSLmvgnlTrI%2bDHJnFUiz%2bJsbtkHM4IQvE34D2z4T9u%2bw&TARGET=-SM-https%3a%2f%2fglobalmarkets%2ebnpparibas%2ecom%2fcontentportal%2fportal--content--service%2fmarkets360
https://cib.bnpparibas/data-protection-notice/
https://ssoforms.bnpparibas.com/cib/LoginForm.aspx?TYPE=33554433&REALMOID=06-000e88a0-30e2-1cdc-a2c4-83140a07f011&GUID=&SMAUTHREASON=0&METHOD=GET&SMAGENTNAME=-SM-3pHkqU1VBwR7fm63CZFPHSLmvgnlTrI%2bDHJnFUiz%2bJsbtkHM4IQvE34D2z4T9u%2bw&TARGET=-SM-https%3a%2f%2fglobalmarkets%2ebnpparibas%2ecom%2fcontentportal%2fportal--content--service%2fmarkets360

	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22: LEGAL NOTICE
	Slide 23: LEGAL NOTICE

