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The global economy grapples with a faltering goods sector
and higher geopolitical risks. Nonetheless, investors remain
confident that an accelerated policy easing would interact
with supportive financial conditions to safeguard the
resilience of the global economy, especially since China
recently announced a coordinated set of monetary and
fiscal measures.

Momentum fades through Q3-24…

According to the latest S&P Global PMI, the rate of global economic expansion slowed to
an eight-month low in September. In the services sector, the PMI fell -0.9 pts to 52.91, its
lowest reading since April. The sub-categories were rather unfriendly for central banks.
Price pressures increased, with rates of increase in both input costs and output charges
accelerating, while the future output sub-index dipped to a near two-year low. In the
manufacturing sector, the PMI2 fell -0.8 pts to 48.81, thus in contraction territory for a third
month, and approaching a level rarely seen outside of recessions. Among the major
economies, the eurozone saw the steepest rate of decline, led by Germany.

Overall, the composite PMI (52) suggests the global economy remains resilient, yet the
index has tumbled almost -2 pts since May1. Four-month declines of this magnitude do
happen during extended expansions, although not often, and the broader message of
momentum loss could upset investors’ optimism.
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Furthermore, geopolitical risks have been rising recently. The war in Ukraine is at a
standstill, but the conflict between Israel and Hamas in the Middle East – further
complicated by Houthi missile attacks on ships in the Red Sea – have worsened and could
have an adverse impact on the economy, namely through its impact on oil prices.

In the US, the November presidential election remains a toss-up, and the return of former
president Donald Trump could affect the global economy in many ways. For instance, his
proposed policy of imposing 10 per cent tariffs on all imported goods could further disrupt
supply chains and have a significant impact on economic activity, particularly if trade
partners retaliate.

… but monetary easing preserves optimism 

Eurozone inflation slowed to 1.8 per cent3 in September according to the flash estimates,
below the ECB’s 2 per cent target for the first time since 2021 amid falling energy costs.
However, core inflation remained elevated at 2.7 per cent3, as services inflation declined
marginally to 4 per cent, suggesting domestic price pressures are strong. That said,
concerns about the economy are on the rise. The PMI fell -1.4 pts3 in September to 49.63,
with manufacturing particularly weak at 45 pts3. ECB board member Isabel Schnabel, a
policy hawk, recently highlighted signs of softening in the labour demand, headwinds to
growth, and further progress in disinflation as factors to consider in the conduct of
monetary policy. This has boosted rate cut bets at the next ECB meeting on 17 October,
especially since inflation will likely pick up in the coming months due to base effects, thus
making a rate cut a more challenging communication operation by then.

Meanwhile, in lowering rates 50bp and signalling further moves at the next meetings, the
Fed marked a material shift in its perception of macroeconomic risk, with the labour
market now being at the centre of its attention. That said, recent data have been mixed,
and it is unclear how much the bond market will have to revise down its expectations
regarding monetary easing.

In the manufacturing sector, the ISM index unexpectedly remained at a low 47.21 in
September, in contraction territory for a sixth month period. In contrast, the ISM services
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jumped 3.4 pts to 54.91, the highest level since February 2023, suggesting the economy
was on solid footing at the end of Q3-24. Meanwhile, nonfarm payrolls rose 254 thousand
in September5 vs. August’s 159 thousand, and a consensus estimate of 150 thousand. The
unemployment rate fell from 4.2 per cent to 4.1 per cent5 while wage growth accelerated,
with the average hourly earnings increasing more than expected, up 0.4 per cent m/m
from an upward revised 0.5 per cent in the prior month. Combined with the rise in job
openings in August, these data suggest the labour market remains somewhat on solid
ground, and alleviated concerns that the economy is deteriorating swiftly. Expectations of
rate cuts for the next months have been revised down accordingly.

China’s policy mix astounds investors

China’s August activity data have been weak. The only bright spot were exports that
unexpectedly accelerated, reaching their highest value in nearly two years. However, the
sector is facing significant headwinds after the US, Europe and Canada announced they
would impose new border taxes on Chinese-made electric vehicles, steel and aluminium.  

Meanwhile, industrial production growth slowed more than expected, retail sales were
once again disappointing and the surveyed unemployment rate rose for a second month
to 5.3 per cent from 5.2 per cent6 in July, a six-month high. Housing prices continued to
fall, both for new and existing segments at an accelerated rate compared to July. Core
inflation cooled to 0.3 per cent6, the weakest in more than three years while producer
prices in manufacturing industries fell more sharply, suggesting heavier pressure on
consumer goods inflation ahead. Overall, the deflationary pressure is becoming more
entrenched and is denting China’s chances of hitting its 2024 growth goal of about 5 per
cent, as consumers delay purchases and businesses slash wages.  

Against the backdrop of continued property downturn and subdued growth, China’s
government announced a set of additional policy support. The central bank (PBoC) cut the
seven-day reverse repo rate by 20bps to 1.5 per cent6, and also announced to cut the
required reserve ratio for banks by 50bps. On the property front, the PBoC cut down
payment requirement of second mortgages to 15 per cent from 25 per cent, following the
previous cut in May (from 30 per cent to 25 per cent), and asked banks to lower interest
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rates on existing mortgages by roughly 50bps6.  

Although similar measures have been put in place in the past few years with limited
impacts on the economy, the fact that they were announced on the same day boosted
investor confidence. Furthermore, fiscal policy is likely to play an increasingly important
role to support the economy.  

For the past few years, the Politburo’s7 practice has been to focus on structural and
ideological issues. Yet, the main message from the latest meeting was dissimilar, instead
reiterating policy support for growth and asset prices that was announced days earlier by
the PBoC. While the Politburo did not offer many details about upcoming stimulus, the
change in tone reflects a new sense of urgency from political leadership to jumpstart the
economy and shore up asset prices and market confidence.  

Completed writing on 07 October 2024.

 



Monthly Macro Insights — October 2024 5

Check this document on our website

(1) Source: S&P Global, October 2024.
(2) Purchasing Managers' Index, an indicator reflecting the confidence of purchasing managers in an
industry sector. Above 50, it indicates an expansion in activity, below 50, a contraction.
(3) Source: Eurostat, October 2024.
(4) Source: Bloomberg, October 2024.
(5) Source: US Bureau of Labor Statistics, October 2024.
(6) Source: National Bureau of Statistics of China, October 2024.
(7) Political Bureau of the Communist Party of China

https://am.eu.rothschildandco.com/en/news/monthly-macro-insights-october-2024/
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The comments and analyses in this document are provided purely for information purposes and do not constitute any investment recommendation or
advice. Rothschild & Co Asset Management cannot be held responsible for any decisions taken on the basis of the elements contained in this document
or inspired by them (total or partial reproduction is prohibited without prior agreement of Rothschild & Co Asset Management). Insofar that external
data is used to establish terms of this document, these data are from reliable sources but whose accuracy or completeness is not guaranteed.
Rothschild & Co Asset Management has not independently verified the information contained in this document and cannot be held responsible for any
errors, omissions or interpretations of the information contained in this document. This analysis is only valid at the time of writing of this report.

Rothschild & Co Asset Management, organized under the laws of France, registered with the Trade and Companies Register of Paris RCS Paris 824 540
173. A management company licensed by the Autorité des Marchés Financiers under N° GP 17000014, having its registered office 29, avenue de Messine,
75008 Paris, France.

No part of this document may be reproduced, in whole or in part, without the prior written permission of Rothschild & Co Asset Management, under
pain of legal proceedings.
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Visit our internet site Follow us on LinkedIn

About the Asset Management’s division of
Rothschild & Co
As the specialised asset management division of the Rothschild & Co group, we offer
personalised asset management services to a broad client base of institutional investors,
financial intermediaries and distributors.

Our development is focused on a range of open-ended funds, marketed under five strong
brands: Conviction, Valor, Thematic, 4Change and OPAL, leveraging our long-term
expertise in active management with conviction as well as in delegated management.
Based in Paris and established in 9 European countries, we manage more than 38billion
euros and employ nearly 170 people.

More information at: www.am.eu.rothschildandco.com
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