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Macro, Market Views

Macro

– Monthly inflation prints continue to decline, but in a “bumpier” fashion as they descend below 3%. 
– US and EU central banks should cut interest rates starting in June. US Fed Funds rate to end 2024 at 4.75%, ECB deposit rate at 3.25%. 

Further benchmark interest rate cuts expected in 2025.
– GDP growth is running at an annualised 2-3% range in the US for Q1 2024 and is improving from zero in the eurozone.

Rates =
– After a sharp fall in 10Y bond yields, there is little further price upside to our 12-month yield targets. 
– Lengthen maturities to intermediate in both EUR and USD government bonds (<10 years).
– EM sovereign bonds (local currency and USD) still offer attractive 6%+ yields.

Credit +
– EUR spreads offer more potential to tighten more than US spreads in our view. 
– Prefer maturities up to 7 years in the eurozone and in the US.
– For higher yield (at higher risk), consider the US fallen angels strategy and Euro subordinated financial bonds.

Equities +
– Key drivers include falling inflation, lower long-term interest rates, improving macro liquidity, and easing energy prices. 
– Favour eurozone, UK, Japan, Latin American markets post multi-year highs.
– European financials set to break out to new multi-year highs. We favour US and European Mid/Small)cap exposure.

Real Estate =
– Lagged impact from higher interest rates to fade after further falls in commercial real estate valuations in Q4 2023. We see European real 

estate prices slowly stabilising, with rental yields now more attractive post reset in prices.

Commodities +

– The prolongation of the OPEC+ production cuts,  growing geopolitical risks and the prospects of a rate cut induced cyclical upswing should keep 
Brent prices in the USD85-95 range.

– We expect gold to trade in a higher trading range  USD 2100-2300 supported by central banks purchases, rising geopolitical risks and rate cuts 
outlook.  

FX
– EUR/CHF: We increase our 3-month target from 0.95 to 0.98 and maintain our 12-month target at 0.98 (per 1 euro).
– USD/MXN: We decrease our 3-month target from 18 to 17.5 and maintain our 12-month target at 18.5 (per 1 US dollar).
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Key macro & markets forecasts
GDP Growth % Inflation % Central Bank Rates % Key market forecasts

2024e 2025e 2024e 2025e Now 3M 12M Now 12M

US 2.8 1.8 3.1 2.8 US Fed Funds Rate 5.50 5.25 4.50 US 10Y yield % 4.36 4.0

Eurozone 0.7 1.7 2.3 2.1 ECB Deposit Rate 4.00 3.75 3.00 Euro 10Y yield % 2.41 2.25

Japan 0.4 0.9 2.1 2.0 Bank of Japan Policy Rate 0 0.10 0.50 UK 10Y Yield % 4.08 3.65

UK 0.1 1.2 2.3 2.3 Bank of England Base Rate 5.25 5.00 4.25 S&P 500 5248 n/a

China 4.5 4.3 -0.1 1.2 China MLF 1Y Interest Rate 2.50 2.40 2.15 Euro STOXX 50 5081 n/a

Oil Brent USD/bbl 88.4 85-95

Gold USD/oz 2272 2100-2300

Source: BNP Paribas WM. As at 28 March 2024
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Asset Allocation 

8 April, 2024

Allocation changes this month:

❑ Equities:  

• We upgrade EU Small Caps to positive

• We downgrade Consumer Discretionary and 
upgrade the Industrial Sector to Positive 

❑ Bonds:  no change

❑ Commodities: 

• Increase Gold target to USD 2100-2300

Outlook Summary
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Fixed income at a glance

All major central banks, except the Bank of Japan,
confirmed their easing bias and rate cuts to be made
this year. Rate volatility has lessened. Calmer markets
have allowed corporate spreads to compress further.
Investors should continue to lock in current elevated
yields in the fixed income space.

We favour US Treasuries, UK Gilts, US TIPS, EM bonds,
and IG corporate bonds in the US and eurozone.

8 April, 2024

Central Banks

We revised our expectations for 3 rate cuts this year in
the US (4 previously) on the back of a stronger-than-
expected economy. We forecast 4 cuts in 2025. In the
eurozone, we maintain our expectation of 3 rate cuts this
year and 3 next year. Both central banks should cut rates
from June onwards.

Government Bonds

We stay Positive on US government bonds (we extend
preferred maturities to around benchmark i.e. up to
10 years) and US TIPS with maturities up to 10 years.
Neutral on German government bonds with a
preference for intermediate maturities (up to 10
years).

Peripheral bonds

Improving credit metrics, coupled with risk sentiment
and the new ECB operational framework, are a
tailwind for peripheral countries. But valuations have
become tight.

Our position for this month

Evolution of our position from last month

Corporate Investment Grade (IG) Bonds Corporate High Yield (HY) Bonds

Valuations have become very tight, but demand
remains very strong as investors focus on the level of
yields rather than the spread. Indeed, spreads could
stay tight in the absence of economic weakness or a
geopolitical shock.

Emerging Market (EM) Bonds

Emerging Markets should benefit from the current
environment of decent growth, central bank rate-
cutting and dollar weakness.

High carry and favourable technical have been driving
returns. We prefer maturities of up to 7 years in the
eurozone and in the US (versus <5 years previously in
the US).

10-year 
bond yields

02/04/2024
12-month 

targets

US 4.36 4.00

Germany 2.41 2.25

UK 4.08 3.65
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Buy the dip in Japan. After a strong bounce, the index
may be subject to some profit-taking. The underlying
trends of reflation and reform are still strong though.
Japan remains one of our preferred regions. Favour
exposure to corporate reform and nominal reflation.

The great recovery in M&A activity? We find reasons
to expect a material (50% y/y) uptick in M&A activity.
Private equity funds face pressure to monetise their
holdings, while corporations and private markets are
sitting on large piles of cash. Europe and Japan could
be the regions with the most potential, with
Mid/Small-caps poised to benefit most from renewed
M&A.

We upgrade EU Small Caps to positive on the back of
appealing valuations and an improving economic
backdrop. We also upgrade US and EU Industrials.

Changing our sector approach. We adopt STOXX
Sector indices in Europe, while focussing on GICS Level
1 Sectors in the US. This is to improve the tradability
of our views as we now follow the most liquid sector
products.

We downgrade Consumer Discretionary to
underweight as we see a sluggish spending rebound,
especially within high end fashion, questioning
valuations.

Equities: What comes after the rally?

8 April, 2024

Key Points

 Green shoots: in past periods of early spring (think: March 
2009 or 2020 or even March 2022/23) the search for green 
shoots in a troubled economy has dominated the narrative. 
But this year, 2024, several indices across the globe have 
hit fresh all-time highs. We (and the Fed) have increased 
US GDP growth forecasts, while manufacturing executive 
sentiment shows signs of improvement. The post-pandemic 
echo-boom era provides an interesting backdrop for risk 
assets,. This has been embraced by investors as the 
elevated price levels demonstrate.

 Where to go from here? Let’s start with the obvious. This 
is a bull market, and the primary trend is higher. This point 
is worth stating because the biggest variables in the 
equation remain healthy: US growth is running above trend 
while other geographies are improving, and the Fed and 
other central banks may decide to make significant rate 
cuts. The tactical risk reward looks a bit blurred though, as 
measures of sentiment and positioning look stretched. 

 Look beneath the surface for more pockets of value. 
While headline index levels may offer little additional 
upside from here, a breakdown of momentum may not lead 
to mayhem for investors. We find evidence that 
momentum laggards can provide significant catch-up 
potential.

Main recommendations

WE LIVE IN A WORLD WHERE US, LARGE CAP 
AND GROWTH STOCKS LOOK EXPENSIVE

SIMPLY “RETURNING TO THE TREND” WOULD 
SUGGEST A HUGE REBOUND IN M&A 

ACTIVITY

Source: BNP Paribas, Bloomberg 

0,7

0,9

1,1

1,3

1,5

1,7

0,7

1,2

1,7

2,2

2,7

2014 2016 2018 2020 2022 2024

N
T

M
 P

/E
 R

a
ti

o

N
T

M
 P

/E
 R

a
ti

o

Global Growth / Global Value (L1)

USA  / World Ex US (R1)

Global Large / Global Small (R1)

ASSET STRATEGY IN BRIEF – APRIL 2024



Currencies

04



– 12

Currencies
1. Both the US dollar index (DXY) and the Euro index (EXY) 

remained flat in March. Currency volatility has been 
falling, especially in EM currencies. The market is 
positioning for wider swings as the elections in the US 
approach (November 2024). 

2. EUR/CHF: We increase our 3-month target from 0.95 to 
0.98 and maintain our 12-month target at 0.98.

3. USD/MXN: We decrease our 3-month target from 18 to 
17.5 and maintain our 12-month target at 18.5.

8 April, 2024

>> TARGET 12M EUR/USD: 1.15

We now expect the Fed and the ECB to initiate rate cuts
in June 2024. By the end of the year, we expect both the
Fed and the ECB to cut 75bps.

Looking ahead, we expect the Fed to cut rates more than
the ECB in 2025 We maintain our 3-month target at 1.06
and our 12-month target at 1.15.

>>  TARGET 12M USD/JPY: 134

The BoJ raised interest rates on 19 March ending its
negative interest rate policy in place since 2016. The
JPY strengthened briefly following the news. Most
central banks are expected to decrease rates this year
and we should see a narrowing in the interest rate
differential which would support our assumption of a
stronger JPY.

>> TARGET 12M USD/MXN: 18.5

In China inflation turned positive for the first time this
year at 0.70% (year-on-year). The loan prime rate 1Y
and 5Y were maintained at 3.45% and 3.95%,
respectively. The divergence in monetary policy
trajectories between China and the United States
should limit any appreciation potential of the CNY.

>> TARGET 12M EUR/GBP: 0.86 >>  TARGET 12M EUR/CHF : 0.98

The Swiss National Bank (SNB) made a surprise cut of
its policy rate by 25bps to 1.5%. The CHF fell back from
its peak. Looking forward the rate differential should
gradually weaken the currency. However, we do not
see it reach parity in 2024. Our EUR/CHF 3-month
target has been reached and we now increase it
from 0.95 to 0.98. We maintain our 12-month target
at 0.98.

>> TARGET 12M USD/CNY: 7.2

The Mexican central bank started its rate cutting cycle
in March decreasing rates by 25bps to 11%, as
expected. We forecast rates to reach 9.5% late 2024.
The MXN has been a good carry trade since the
pandemic and has pushed the USD/MXN (value of one
USD) lower than anticipated. The attractiveness of the
MXN should weaken as rates decrease. We decrease
our USD/MXN 3-month target from 18 to 17.5 and
maintain our 12-month target at 18.5.

The potential for rate cuts is very similar to the ECB - i.e.
3 rate cuts in 2024. This, and the overall economic
indicators, do not suggest a significant shift in the short--
term outlook for the EUR/GBP exchange rate. We
maintain our 3- and 12-month targets at 0.86.

Source: BNP Paribas Wealth Management  - LSEG Datastream
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Forex at a glance 

FX FORECASTS USD

8 April, 2024

Sources: BNP Paribas, Eikon/Datastream

FX FORECASTS EUR

Sources: BNP Paribas, Eikon/Datastream
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Commodities at a glance

Oil prices have been moving in a slowly rising channel
since their trough in mid-December. Brent ended March
above USD85/barrel (26/03).

Most base metals rose in March. Since the start of 2024,
tin has risen 9%, nickel and copper 3.5% while lead has
lost -1.5%, aluminum -3% and zinc -7% (as at

25/03/2024).

Gold managed to breach its previous 3 tops at
USD 2075/oz, surging to USD 2270 intraday. Bullion
prices remain above USD 2200 despite rising bond
yields.

BASE METALS

The latest disappointing global manufacturing PMI
should keep base metals in their present trading range.
But we do expect better momentum in H2 2024 as
cyclical demand meets structural (energy transition &
defense). Copper is our preferred base metal.

OIL GOLD

We expect gold to trade in a higher trading range of
USD 2100-2300 supported by central banks purchases,
rising geopolitical risks and the rate cuts outlook.

Our position for this month

Evolution of our position from last month

The extension of OPEC+ production cuts, growing
geopolitical risks and the prospects of a rate cut
induced cyclical upswing should keep Brent prices in
the USD 85-95 range.
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Alternative Investments at a glance

Performance in all strategies were
positive last month. Long-short and
relative value strategies did best.
This year long-short and macro
have recorded the best
performance.

This month, we upgrade Event
Driven to Positive and downgrade
Global Macro to Neutral. Positive
opinion on Event Driven, Long-
Short equities and Relative Value.

8 April, 2024

Global Macro

Downgrade from Positive to Neutral: markets are now contending with
the protracted effect of higher rates and inflation on economies, between
a hard, soft or no landing, with materially different outcomes for all
asset classes. Directional bets are currently more challenging than
Relative Value trades.

Long/Short Equity

Positive: intra market equity dispersion has increased among equities of late, with a very
wide gap between expensive and cheap stocks, paving the way for better long and short
stock picking opportunities. If equity markets move sideways or down slightly, long/short
should provide strong absolute returns with low correlation to equity markets.

Event Driven

Upgrade from Neutral to Positive: valuations have adjusted in the new
rate environment, compensating for increased financing costs. Potential
IRRs remain at attractive levels. Deal flow is rebounding from the low
levels of 1H 2023. Rising equity markets are providing buyers with extra
financial firepower for acquisitions. New distressed investment
opportunities are bound to arise from higher funding cost with the
“maturity wall” approaching.

Positive: the higher rate environment provides significant carry, but not so much larger
spreads on corporate bonds. A long/short strategy can earn consistently strong returns
by identifying both winners and losers, while hedging against macroeconomic downturns.
The lagged effect of rising rates and the need to refinance (“maturity wall”) starting in
2024 should cause dispersion between strong and weak issuers. Managers are currently
well “paid to wait” on shorts, as they collect positive interest on the cash proceeds of
these shorted bonds.

Our position for this month

Evolution of our position from last month

Relative Value
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