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Analysts: Christian Lips, Chief Economist // Valentin Jansen 

 

 ECB set to start rate-cut cycle at the June Council meeting, thereafter navigation by sight 

 As ECB Governing Council member François Villeroy stressed in the week before the June meeting, 

only major surprises could dissuade the central bankers in Frankfurt from an initial easing of mone-

tary policy. A lot of work has been invested in this line of communication, especially since the April 

meeting. Along with the latest data on wage settlements in Q1, the data for the new projections are also 

available. ECB President Lagarde recently expressed strong optimism: "The forecast that we have for 

next year and the year after that is really getting very, very close to target. I'm really confident that we 

have inflation under control."  

From the camp of monetary policy hawks, Bundesbank President Joachim Nagel pointed out the lag-

ging nature of the rather mixed wage data for the first quarter of 2024. Should the updated projections 

corroborate the Governing Council's current assessment, Nagel sees no obstacles to an initial easing in 

June. He added that the ECB would be well advised not to make any key-rate adjustment at the follow-

ing meeting after the initiation of the rate reduction cycle, and to wait until the September meeting at 

the earliest to discuss the next easing against the background of fresh projections and a broader data 

basis. A predefined rate-cut path could not be derived in the event of a positive vote at the June meet-

ing – a view that also chimes with statements by ECB Vice-President Luis de Guindos. As regards the 

extent of a rate cut in June, de Guindos specifically favours a reduction of 25 basis points. 

From the camp of monetary policy doves, Piero Cipollone and Fabio Panetta expressed vehement sup-

port for a rate cut in June, but also emphasized the necessity of maintaining a data-dependent ap-

proach with regard to the second half of the year. Overall, it is particularly striking that in the run-up to 

the June meeting the central bankers are keeping a very low profile as regards the future interest rate 

path. Only Isabel Schnabel and Joachim Nagel are right now in favour of a wait-and-watch approach in 

July against the background of the high ongoing uncertainties and still unchecked inflation risks. Rob-

ert Holzmann emphasizes the risk entailed in premature easing, and also warns against implementing 

interest rate cuts at an overly rapid or aggressive pace. 

ECB Chief Economist Philip Lane, too, favours a data-based decision-making from meeting to meeting, 

and gives the green light for the June meeting "to remove the top level of restriction". In view of the fur-

ther inflation trend in the eurozone, however, this should by no means be seen as a declaration of vic-

tory, he adds. Rather, the debate in the Governing Council on further monetary easing steps must be 

conducted at all times throughout the course of the year against the background that, as a result of the 

the “still significant amount of cost pressure", in particular from rapid wage growth, the ECB's policy 

needs to remain restrictive. "Within the zone of restrictiveness we can move down somewhat."  

Without further incidents, therefore, it would basically no longer be possible to justify holding the key 

interest rates unchanged in June. In addition to the fresh projections, which should shed more light on 

the further timetable, the focus is therefore primarily on the accompanying communication. 

 Latest macroeconomic data warn ECB to proceed with caution 

 The ECB had postponed the initial rate cut for a long time, justifying this with the fact that important 

further wage data had to be awaited first. The data on the development of collective wage rates in the 

euro area for the first quarter are now available, according to which there was actually a slight acceler-

ation in wage growth again at the beginning of the year, from 4.5% to m 4.7% yoy. This is attributable 

on the one hand to quite high one-off or special payments, this effect being particularly pronounced in 
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Germany (see chart). On the other hand, there are also good reasons for the momentum to remain ele-

vated for some time to come, as the employee side is looking to attain the greatest possible compensa-

tion for the cost increases in recent years. Declining unemployment despite cyclical weakness (6.4% in 

April) together with the structural shortage of skilled workers are factors strengthening the trade un-

ions' bargaining power.  

The wage increases and the latest inflation data, too, serve as a warning that a cautious approach is 

called for, but ought not to be overly alarming to the central bankers. The companies themselves still 

have potential to compensate for wage cost increases, and recent surveys indicated that they are plan-

ning extremely modest increases in the prices of consumer goods. Moreover, leading indicators – such 

as the Indeed Wage Tracker – are signalling a potential slowdown in wage growth over time.  

 Chart: Q1 with an uptick in wage dynamics due to special payments 

 

 

 
Sources: ECB, German Federal Statistical Office, Indeed Hiring Lab, Macrobond, NORD/LB Macro Research 

 ECB to remain restrictive this year, with rate cuts of just 25 basis points per quarter 

 With wage growth in the first quarter having already been somewhat stronger than expected due to 

high one-off payments, the accelerated pace of inflation in May, especially in services, is additional 

grist to the mill for the hawks on the ECB Governing Council. This all points to an intensive monetary 

policy discussion among the central bankers at their meeting in June, though the firmly planned ini-

tial rate cut of 0.25 percentage points will certainly not be overturned on the home stretch.  

Rather, the focus will be on the further interest rate path. The latest macroeconomic data are not likely 

to have changed the way the Council members see the situation. This will also be reflected in the fact 

that merely marginal changes are likely to be made to the projections this time. For the hawks on the 

Governing Council, however, the May inflation figures provide sound arguments in favour of main-

taining a cautious stance after an initial rate cut in June. Indeed, the Council's members could conceiv-

ably decide clearly or even explicitly against a rate cut in July.  

In our view, however, the lower inflation figures to be expected in late summer will increase the pres-

sure to take action again. This means that, for reasons of caution, the next rate cut is not to be expected 

until September. Moreover, the monetary policy meetings with updates to the projections are likely to 

be prioritized for further interest rate adjustments – which provides good reason to expect an interest 

rate path of 25 basis points per quarter. With this pace of adjustment in mind, however, we expect a fur-

ther key-rate cut of the same level in December as well. Only then will the central bankers (have to) fo-

cus their attention more on the actions of the Federal Reserve, on which they are not looking to make 

themselves dependent – but will certainly also want to avoid any marked divergence between the re-

spective interest rate policies.  
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Analysts: Tobias Basse // Constantin Lüer 

 

 Consumers remain in focus  

 The first revision of the GDP figures for Q1/2024 produced no "newsflow" of any real note for market 

participants. With the annualized rate of change revised to 1.3 percent, the signs of a slowdown in the 

US economy at the start of the new year are now even clearer; this was also to be expected. As antici-

pated, private consumption's growth contribution was not quite as strong as originally reported. The 

conclusion thus to be drawn is that the US economy doesn't appear to have got off to quite such a good 

start into 2024. Q2 will probably see a pick-up in growth, though within limits and not at the pace of re-

cent quarters. The latest published data on the development of retail sales came as rather a surprise on 

the downside for the majority of interested observers, with this time series merely revealing a month-

on-month rate of change of 0.0 percent in April; indeed, the control group – which is of core relevance 

for the GDP survey – registered a decline of 0.3 percent mom. This means household demand is no 

longer providing the economy in the land of unlimited opportunity with any great positive stimulus. 

With a certain deterioration in the situation on the labour market to be feared and interest rates re-

maining high, this trend is likely to intensify in the future, although there will of course also be "coun-

termovements" here and there – the time series of the monthly rate of change in retail sales is, after all, 

subject to the phenomenon of "mean reversion".   

 

 
 Sources: Macrobond, NORD/LB Macro Research 

 Interest rates weighing on the mood in the real estate market  

 The latest figures on the development of real estate prices indicate certain tendencies towards a decel-

eration of the upward trend in the corresponding time series. For example, the Case-Shiller HPIs in the 

20 major US metropolitan regions recently rose by just 0.3 percent mom, though this was pretty much 

in line with market expectations. Moreover, the monthly FHFA House Price Index recently disap-

pointed with an increase of just 0.1 percent mom. These reports come as no great surprise. The high 

yield levels and the prospect of merely very cautious interest rate cuts by the Federal Reserve have put 

quite a lasting strain on sentiment in the US construction industry of late. The NAHB index, a reliable 

leading indicator for the development of house prices in the United States, has recently plummeted 

and is now back below the "magical" 50-points mark. This is certainly not a good omen for the US real 

estate market. At any rate, a very close eye now needs to be kept on the time series that is computed by 

the NAHB.  
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 2nd half of the year to see the Fed able to take action 

 The latest figures on US consumer prices do not yet provide any clear impetus pointing in the direction 

of near-term interest rate cuts by the FOMC. The time series increased by 0.3 percent mom in April, 

making for an annual rate of 3.4 percent. It could have been worse – but “real” signs of easing on the 

macroeconomic price front look different. The core rate of consumer prices likewise rose by 0.3 percent 

mom, thus making for an annual rate of 3.6 percent. The important shelter segment remains in focus. 

April saw prices rise at mom and yoy rates of 0.4 and 4.5 percent respectively. We are nevertheless 

maintaining our view that the FOMC will be able to cautiously lower the key interest rate level in the 

course of the 2nd half of 2024. The inflation data should certainly justify appropriate changes to the 

central bank's highly restrictive monetary policy in Q3. Given the Fed's objectives, somewhat less en-

couraging figures from the labour market should likewise help towards a decision in favour of lower-

ing interest rates. The Fed's third objective must not be lost sight of either – namely to ensure an appro-

priate level of interest rates. In terms of government funding, lower yields could be very helpful in the 

meantime. 

 

  

 Change vs previous year as percentage; 1 as percentage of the labour force; 2 as percentage of GDP 

 Sources: Feri, NORD/LB Macro Research 

 

  

 Change as percentage 

 Sources: Feri, NORD/LB Macro Research 

 

  

 

 

 Sources: Bloomberg, NORD/LB Macro Research 
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Analysts: Christian Lips, Chief Economist // Christian Reuter 

 

 Eurozone bounces back from technical recession with robust GDP growth in Q1 

 The European economy started into 2024 slightly more dynamically than expected, bouncing back 

from its mild technical recession. Q1 saw price and seasonally-adjusted GDP rise by 0.3 percent qoq 

and the annual rate by 0.4 percent yoy. All member states registered growth in economic output at the 

start of the year and, relative to the consensus estimates, the major economies surpassed expectations 

without exception.  

Ireland recorded the highest growth rate among the member states, with a quarter-on-quarter figure of 

+1.1 percent, though all major economies in fact registered growth in real economic output. There was 

unexpectedly strong GDP growth in Spain and Portugal (+0.7% qoq). GDP growth was somewhat more 

moderate in Italy (+0.3 percent), France and Germany (both +0.2 percent, see chart).  

May as month under review saw the leading indicators in the eurozone again register improvement, 

pointing to a continuation of the economic recovery there. The Economic Sentiment Indicator rose 

slightly to 96.0 points, though remaining slightly below the long-term average. The PMIs are in the 

meantime giving particularly clear indication of growth. Though the Industry PMI is still below the ex-

pansion threshold of 50 points, at 47.4 points, the PMI services is well inside the growth zone at a level 

of 53.3 points. In May, the sentix Economic Index registered its highest level since February 2022 with a 

figure of -3.6 points.  

Against this background we have adjusted our growth forecast for 2024 slightly upwards to +0.7 per-

cent, and expect to see the ECB likewise raise its projections for GDP development in the current year at 

its monetary policy meeting on 6 June.  

 

 

 
 Sources: Eurostat, Macrobond, NORD/LB Macro Research 

 Special effects make for inflation rebound in May 

 As expected, the inflation rate rose again in May, though, according to Eurostat's flash estimate, re-

maining within reach of the ECB's medium-term stability target of 2 percent with a level of 2.6 percent 

yoy. Compared to the previous month, this equates to an increase in the harmonized consumer price 

index (HICP) of 0.2 percent mom. The core rate (excluding energy, food, alcohol and tobacco) likewise 

rose by two decimal places, and currently stands at 2.9 percent yoy.  

The major euro countries Germany, France, Italy and Spain each registered an uptick of 0.2 percent in 

their respective HICPs. The annual rates there range from 0.8 percent yoy in Italy to 3.8 percent yoy in 

Spain. Portugal registered a sharp increase to 3.9 percent yoy. Belgium's consumers are currently expe-

riencing the highest price pressure, with a year-on-year inflation rate of 4.9 percent.  
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Inflation was driven up throughout the eurozone by slightly higher energy prices (+0.3 percent yoy) on 

the one hand and, on the other, a significant but not unexpected rise on the services front to 4.1 percent 

yoy. The latter is the highest level since October 2023. However, a rebound was to be expected in May, 

due to the normalization of package holiday prices and the pronounced base effect in Germany. 

 ECB: Focus on possible signals for its path after June rate cut 

 June is virtually certain to see the ECB's initial rate cut, seeing as the central bankers' preparations for 

this move have been too intensive and long for this not to be the case. All the same, the rebound in the 

inflation rate reported shortly before the week of the next meeting, along with the higher-than-ex-

pected wage dynamics in Q1, together make for a set of data that, at least in the short term, is grist to 

the mill of the hawks on the ECB Governing Council (see our Special). 

While the latest macroeconomic data will not suffice to overturn the June rate cut decision in the final 

stages, those members do urge caution in the pace of the further cuts. The ECB will for the time being 

be looking to proceed very cautiously with a strictly data-dependent approach. Indeed, the central 

bankers could even already decide quite clearly and explicitly against a further rate reduction at the 

following meeting in July. We, at any rate, do not expect the next key-rate cut before September after 

the first one in June.  

Interest rate expectations continue to fluctuate sharply in the markets. However, it could be that some 

of the market participants reacted too hastily to the visually uninspiring May inflation figures. As soon 

as inflation nears or even falls below the 2 percent mark again, however, the expectations regarding 

the key rate path will likely normalize again as well.  

 

  

 Change vs previous year as percentage, 1 as contribution to GDP growth; 2 as percentage of the labour force; 3 as percentage of GDP 

 Sources: Feri, NORD/LB Macro Research 

 

  

 Change as percentage 

 Sources: Feri, NORD/LB Macro Research 

 

  

 Sources: Bloomberg, NORD/LB Macro Research 
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Analysts: Christian Lips, Chief Economist // Valentin Jansen 

 

 German economy starts the year with a slight GDP uptick – consumption (still) weak 

 The German economy got off to a far better start to 2024 than feared, avoiding a technical recession 

thanks to price and seasonally-adjusted GDP growth of 0.2 percent, quarter on quarter. The annual rate 

remained in the slightly negative zone, at -0.2 percent yoy. That said, the annual rate in terms of non-

calendar-adjusted GDP was quite a bit lower (-0.9 percent yoy) than in Q1, despite the leap year effect, 

with, mathematically speaking, 1.6 fewer working days than in the same period one year back. 

Construction investment registered particularly strong expansion in Q1 (+2.7 percent qoq). At first 

glance, this news comes as a surprise in light of the ongoing negative impacts of rising interest rates 

and costs. The upturn is primarily due to the favourable weather conditions, however, with February 

unusually warm and with very few frost days. The early onset of the spring economic revival has thus 

spurred growth in Q1. This growth momentum that normally occurs in the spring will now be lacking, 

however, thereby restricting the potential for growth in Q2. Like construction investment, net exports 

made a strong contribution to GDP growth since, at 1.1 percent qoq, the rate of expansion in exports 

was significantly higher than that of imports (+0.6 percent qoq).  

Private consumption, on the other hand, shrank again in price-adjusted terms (-0.4 percent qoq), thus 

preventing even stronger GDP expansion. However, real wages are already rising strongly again due to 

the marked downward inflation trend and relatively high nominal wage increases. Indeed, Q1 saw real 

wages surge by 3.8 percent yoy – their strongest rate of growth since this time series was first surveyed 

in 2008. Real disposable income rose accordingly, by 1.4 percent qoq. This initially drove just the sav-

ings rate, pushing it to 12.4 percent and thus the highest level since mid-2021. Even though consumer 

sentiment is still at a low level, the massive reduction in consumers' savings plans suggest an immi-

nent real wage-driven turnaround in private consumption, however.  

 

 

 
 Sources: ZEW, sentix, ifo, Macrobond, NORD/LB Macro Research 

 ifo climate stagnates in May – majority of indicators suggest economic recovery  

 The ifo Business Climate Index failed to continue its upward trend in May, remaining at 89.3 points. 

While business expectations were again seen in a far more optimistic light, the current business situa-

tion surprised on the downside with a significant decline. Sentiment in the service sector deteriorated 

in contrast to the positive trend in the other sectors.  

However, too much significance ought not to be placed on the overall index's stagnation. Indeed, the 

signs of a gradual economic stabilization in Germany remain clearly in the majority. The weak data of 

the ifo index also came as such a surprise on the downside because a whole series of leading indicators 
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had previously delivered positive signals. In May, for example, financial market experts were more op-

timistic about both the current macroeconomic situation and economic prospects in the ZEW Business 

Survey, similar to the sentix survey published earlier. Moreover, the PMIs had also shown marked im-

provement, with the composite index's level of 52.2 points signalling unquestionably positive growth 

after a prolonged dry spell. In light of the bounceback in construction investment then to be expected, 

we expect no perceptible upturn in economic momentum until the second half of the year, however, 

and are sticking to our GDP growth forecast of 0.2 percent for 2024 as a whole. 

 Expected inflation bounceback in May – but disinflationary trend to remain intact 

 The inflation rate as measured by the national consumer price index (CPI) rose to 2.4 percent yoy in 

May (previous month: 2.2 percent yoy). The stronger uptick in inflation feared by some economists 

thus failed to materialize. The likewise published core rate remained unchanged at 3.0 percent yoy ac-

cording to the flash estimate. In contrast, the CPI rose by just 0.1 percent month on month.  

Though more granular details are not available as yet, the data from the federal states already indicate 

that, as expected, a pronounced base effect was responsible for the slight rebound in the annual rate. A 

year ago, the introduction of the “49-euro ticket” entitling holders to unlimited use of public transport 

throughout the country led to a sharp fall in the 'transport' price component, but the influence of this 

effect on the annual rate has now faded. This also explains a good part of the at least visually unpleas-

ant uptrend in service prices, with the annual rate surging from 3.3 to 3.9 percent in May as month un-

der review while goods prices again had a marked dampening effect (+1.0 percent yoy).  

Though some base effects will tend to provide some alleviation in the months ahead, the weighty base 

effects related to energy prices will eventually come to an end. Furthermore, the inflation in services 

(wage development!) is proving relatively persistent. The further course of the inflation rate will thus 

be bumpy, on the one hand, and on the other the disinflationary trend will progress significantly more 

slowly than in the past twelve months. Overall, however, the latest data on consumer price develop-

ments in Germany remain consistent with our scenario that the inflation rate is gradually nearing the 

ECB's target of 2 percent. 

 

  

 Change vs previous year as percentage, 1as contribution to GDP growth; 2HICP; 3as percentage of the civil labour force (Federal              
Employment Office definition); 4 as percentage of GDP 

 Sources: Feri, NORD/LB Macro Research 

 

  

 Change as percentage 

 Sources: Feri, NORD/LB Macro Research 
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 Looking ahead: Setbacks in Q1/2024 not to be blown out of proportion 

 Q1/2024 saw Swiss GDP develop less dynamically than expected, with year-on-year growth of 0.4 per-

cent in real terms, adjusted for calendar, seasonal and sporting event effects. This is, as before, attribut-

able to an industrial sector that has barely been able to make progress, largely due to the weak eco-

nomic environment. The service sector, on the other hand, once again delivered a solid growth contri-

bution, driven by unexpectedly solid private consumption. In the early stages of Q2, it looks like the 

Swiss economy is beginning to recover from this scenario. The results of the KOF business survey in 

April at any rate point in this direction, with the surveyed companies in the manufacturing sector 

showing themselves to be in a more optimistic frame of mind, citing diminishing inflation concerns. 

Moreover, lower wage increases and an improved earnings situation are expected. In the manufactur-

ing sector, hopes are also being fuelled by an upturn in foreign trade, besides which the Swiss franc's 

depreciation since the beginning of the year will likely also have helped boost optimism. The situation 

in the hospitality industry appears to be calming further, now that the catch-up effects from the COVID 

crisis are no longer in evidence there. Although companies in this sector are seeing a certain erosion of 

their previously increased pricing power, this is not necessarily bad news for the economy as a whole 

as it reduces inflationary pressure. On balance, the KOF Economic Barometer and KOF Business Situa-

tion indicator remain in the recovery quadrant, similar to the ifo Economic Clock for Germany, albeit 

at a low level, which indicates a slow recovery of the Swiss economy. 

 Inflation slightly up but not making for any obstacle to a key-rate cut 

 The figures published in early May on April’s inflation probably only came as no surprise to the SNB, 

which in its conditional forecast also recently assumed that the monthly rate could also reach 2 per-

cent yoy at some point. Though not going quite that far, inflation climbed from the previous month's 

1.1 to 1.4 percent yoy – its highest level since December 2023. In particular package holidays abroad 

and air travel became more expensive. Imported goods continued to dampen inflation while the up-

ward domestic price trend accelerated quite markedly with, for example, core inflation excluding fresh 

and seasonal products, energy and fuels surging to 1.2 percent yoy (previous month: 0.4 percent). Infla-

tion can thus be said to be persistent in Switzerland as well. Isolated voices promptly called into ques-

tion an interest rate cut by the SNB in June, after the Swiss central bankers had already cut their policy 

rate by 25bp in March. We are not among those voices, however, and draw attention to the aforemen-

tioned favourable KOF survey results from the hospitality industry, which indicate decreasing infla-

tion in the service sector and ought to dampen domestic price pressure in the foreseeable future. 

Hence, from this perspective there is little standing in the way of the SNB lowering the policy rate again 

in June. 

 

  

 * Change vs previous year as percentage; 1 as percentage of the labour force, 2 as percentage of GDP 

 Sources: Feri, Bloomberg, NORD/LB Macro Research 

  



 / Economic Adviser  June 2024  

 

Analyst: Tobias Basse 

 

 The Yen remains under pressure for now 

 The carry traders’ activities are making for marked pressure on the Japanese currency. The weak yen 

is indeed a very double-edged sword for Japan's economy. Despite the positive impact of the curren-

cy's depreciation tendencies on the domestic export industry, there are growing concerns, particularly 

in the Ministry of Finance, because higher import prices could have a negative impact on household 

consumption. Basically, therefore, hardly anything has changed of late. That said, Finance Minister 

Shunichi Suzuki has very clearly underscored his concerns surrounding the yen's current weakness, 

thus making for fresh pressure on the Bank of Japan to take action. We can therefore expect a near-

term raising of the key interest rate. The central bankers in Tokyo should try to reduce the need for 

fresh forex market interventions. The situation remains challenging in the short term. The yield on 10-

year Japanese government bonds is already hovering just above the 1.00 percent mark at present; that 

on their "counterparts" from the USA stands in the range of 4.50 percent, however. However, the central 

bankers in Washington should still see opportunities for interest rate cuts in the course of the year. 

Consequently, a less weak yen is to be expected in the second half of the year due to the combination of 

slightly higher interest rates in Japan and slightly lower rates in the United States. The central bank in 

Tokyo will be inclined to take a cautious approach.  

 Cautious rate hikes on the horizon 

 Against this background the FX segment will likely force the Bank of Japan to raise interest rates. 

Though deflationary concerns have receded even further into the background of late, aggressive key-

rate adjustments are by no means to be expected in Tokyo. BoJ Governor Kazuo Ueda now faces a chal-

lenging task. He must on no account appear overly dovish in light of the merely very cautious realign-

ment of Japanese monetary policy probably planned. The slight rate hike likely to be consensually 

agreed among the central bankers in Tokyo would otherwise fail to have any great impact at all on the 

forex market. This is definitely not something they would want. In this respect, the BoJ Governor will 

probably prefer to present himself at present as a monetary policy "hawk".  

 Fears of deflationary tendencies fade into the background 

 The headline rate of consumer price inflation rose by 2.5 percent yoy in April, exactly in line with our 

expectations. Though the CPI core rate fell to just 2.2 percent yoy, it is important to note that the almost 

habitual deflation fears in Japan have faded more clearly into the background of late. Wage develop-

ments can be expected to consolidate this trend for the time being. As a result, the Japanese price data 

ought to give the central bankers in Tokyo some leeway for rate hikes – which they most probably then 

will also make cautious use of.  

 

  

 * Change vs previous year as percentage; 

 1 as percentage of the labour force; 2 as percentage of GDP 

 Sources: Feri, Bloomberg, NORD/LB Macro Research 
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 Official Manufacturing PMI unexpectedly back in the contraction zone 

 After April's still fairly encouraging data from the purchasing managers surveyed within the frame-

work of the official Manufacturing PMI, as well as from the Caixin Manufacturing PMI largely aimed at 

private companies, the former unexpectedly interrupted its recovery streak in May and slipped back 

into the contraction zone. With a level of 49.5 points (April: 50.4), the CFLP Manufacturing PMI thus fell 

to a three-month low, while analysts and economists had actually expected a slight uptick. A closer 

look at the details reveals bad news in the order situation and overseas demand, with the subindex for 

export orders dropping unexpectedly sharply to 47.2 points (April: 50.6). Should these indications also 

be corroborated by the Caixin Manufacturing PMI's May data and, in addition, the hard data on Chi-

nese industrial activity also point in this direction, the pressure on Beijing will likely increase further. 

While the current reform plans are indeed dynamic and quite certainly reflect political will, it will 

likely take some time before they have any perceptible effect.  

 National reform efforts and foreign trade relations move into focus 

 As a result of the Chinese economy's tedious and rather sectoral progress, the focus of China's stock 

markets has meanwhile shifted onto the developments in national support programmes and foreign 

trade relations. Against the backdrop of what was of late the worst house price trend in ten years and a 

stock of unsold new-builds at an eight-year high, the PBOC is relaxing national regulations on real es-

tate loans in its most vehement support initiative yet. Beijing also stated that local governments and 

state-owned enterprises should purchase unsold residential homes at "reasonable" prices and convert 

them into "affordable housing". The skimming of the excess supply is to be accompanied by financing 

from state-owned banks. However, this stimulus has so far met with restraint on the stock markets – 

many market participants remain sceptical as to a near-term bottoming out of real estate prices. As re-

gards foreign trade relations, new levels of escalation in punitive tariffs are particularly weighing on 

sentiment. 

 Interest rate cuts still on hold 

 Despite what are actually sound arguments in favour of key-rate cuts, the Chinese central bank held 

back for the ninth month in a row at its May meeting, leaving the important one-year key rate un-

changed. Currency stability, which has come under significant pressure in the global interest rate envi-

ronment, remains a key issue for the government. The PBOC's scope for monetary easing will likely re-

main limited until the two most important central banks on either side of the Atlantic start reversing 

their restrictive monetary policy. An initial rate cut by the ECB at mid-year will open a time window for 

the PBOC; rate adjustments of -15 basis points have been common practice so far. 

 

  

 * Change vs previous year as percentage; 

 1 as percentage of the labour force; 2 as percentage of GDP  

 Sources: Feri, Bloomberg, NORD/LB Macro Research 



 / Economic Adviser  June 2024  

 

Analyst: Constantin Lüer 

 

 Is a base effect positioning inflation on the home stretch? 

 If the inflation rate still to be published for May 2024 as month under review stands at no more than 0.4 

percent, month on month, the Bank of England's target will have been achieved: price stability! This 

target rate is, as with the Fed and the ECB, 2.0 percent in the United Kingdom. The fact that inflation is 

so rapidly closing in on this threshold can continue being attributed to a base effect. The high inflation 

figures from spring 2023 are gradually losing their significance for the annual rate’s calculation, which 

explains why April 2024 saw the Office for National Statistics report a level of just 2.3 percent yoy (0.3 

percent mom). Although this would mark a crucial milestone, the MPC will nevertheless not neces-

sarily be inclined to automatically reduce the Bank Rate. The BoE's policymakers would first wish to 

establish that the price trend will foreseeably stabilize at a sustainably low level, besides which the up-

side risks of a rebound in the inflation rate still don't appear to have been averted. The MPC has at all 

times stressed these two factors. Moreover, implications for the Bank of England's monetary policy 

could also come from 10 Downing Street in the near future, as the UK too is set to hold new elections 

this year. 

 Super election year 2024 – UK edition 

 The turbulent tenure of the Conservative Party ("Tories" for short) headed by current Prime Minister 

Rishi Sunak will soon either mark a significant milestone of its own or – more likely – come to an ab-

rupt end. The government set July 4th as date for the general election, which leaves a narrow time 

frame of just six weeks between the announcement and the actual election day. Such short deadlines 

for elections are not uncommon in the UK, however. The latest opinion polls suggest there could well 

be an imminent change of government. Besides smaller parties, the party landscape in the United 

Kingdom is primarily focussed on the aforementioned Tories and the centre-left leaning Labour Party, 

currently in opposition, with its lead candidate Keir Starmer. The Tories have steadily lost popularity 

in recent years, with their approval rating currently hovering at around just 20 percent, with the par-

ty's frequent leadership changes, which attracted considerable attention from the media, likely having 

been a contributory factor. Above all, however, its failed Brexit policy and high inflation will likely 

prove major drawbacks for the party. Labour, on the other hand, has seen a surge in voter approval, 

consistently heading the opinion polls since late 2021 – the most recent of which puts the party at just 

short of 46 percent, making it by far the strongest political force. Reform UK, also known as the Brexit 

party, is causing some disruption, however, although it more likely appeals to the Tories' voter base. 

This would make re-election even more difficult for the governing party. 

 

  

 * Change vs previous year as percentage 

 1 as percentage of the labour force as per ILO concept,  
2 as percentage of GDP 

 Sources: Feri, Bloomberg, NORD/LB Macro Research 
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Sources: Bloomberg, NORD/LB Macro Research   Sources: Bloomberg, NORD/LB Macro Research  

   

  

 

Sources: Bloomberg, NORD/LB Macro Research   Sources: Bloomberg, NORD/LB Macro Research  

 A total return is the absolute profit from an investment in the time period under consideration, with account being taken of 

the pro-rata yields plus the price gains or losses to be anticipated on the basis of the forecast yield curve change. 
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Sources: Bloomberg, NORD/LB Macro Research   Sources: Bloomberg, NORD/LB Macro Research  

 

  

Sources: Bloomberg, NORD/LB Macro Research   Sources: Bloomberg, NORD/LB Macro Research  

A total return is the absolute profit from an investment in the time period under consideration, with account being taken of 

the pro-rata yields plus the price gains or losses to be anticipated on the basis of the forecast yield curve and exchange rate 

change. 
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Sources: Bloomberg, NORD/LB Macro Research 

 

 

Sources: Bloomberg, NORD/LB Macro Research 

 
Sources: Bloomberg, NORD/LB Macro Research 

 

 

 
Date of going to press for data, forecasts and texts was Friday, 31 May 2024. 

The next English issue of Economic Adviser will be appearing on 1 July 2024.  
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Change vs previous year as percentage; 1 as percentage of the labour force (Germany: as per Federal Employment Office definition); 2 as percentage of GDP 

Sources: Feri, NORD/LB Macro Research  

     

Sources: Bloomberg, NORD/LB Macro Research  
  

 

Sources: Bloomberg, NORD/LB Macro Research 

 

 

Sources: Bloomberg, NORD/LB Macro Research 
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This Information report (hereinafter referred to as “Material”) 

was drawn up by NORDDEUTSCHE LANDESBANK GIROZEN-

TRALE („NORD/LB“). The supervisory authorities in charge of 

NORD/LB are the European Central Bank („ECB“), Sonne-

mannstraße 20, D-60314 Frankfurt am Main, and the Federal Fi-

nancial Supervisory Authority (Bundesanstalt für Fi-
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108, D-53117 Bonn, and Marie-Curie-Str. 24-28, D-60439 Frank-

furt am Main. If this Material has been provided to you by your 

Sparkasse, this Sparkasse is also subject to supervision by 

BaFin and, if applicable, also by the ECB. Generally, this Mate-

rial or the products or services described therein have not been 

reviewed or approved by the competent supervisory authority. 

 

This Material is addressed exclusively to recipients in Australia, Aus-

tria, Belgium, Canada, Cyprus, the Czech Republic, Denmark, Estonia, 

Finland, France, Germany, Greece, Indonesia, Ireland, Italy, Korea, 

Luxembourg, the Netherlands, New Zealand, Poland, Portugal, Singa-

pore, Spain, Sweden, Switzerland, the Republic of China (Taiwan), 

Thailand, the United Kingdom and Vietnam (hereinafter the „Rele-

vant Persons” or „Recipients”). The contents of this Material are dis-

closed to the Recipients on a strictly confidential basis and, by accept-

ing this Material, the Recipients agree that they will not forward to 

third parties, copy in whole or in part or translate into other lan-

guages, and/or reproduce this Material without NORD/LB’s prior writ-

ten consent. This Material is only addressed to the Relevant Persons 

and any persons other than the Relevant Persons must not rely on the 

information in this Material. In particular, neither this Material nor 

any copy thereof must be forwarded or transmitted to Japan or the 

United States of America or its territories or possessions or distrib-

uted to any employees or affiliates of Recipients resident in these ju-

risdictions. 

 

This Material is not an investment recommendation/investment 

strategy recommendation, but customer information solely in-

tended for general information purposes. For this reason, this Mate-

rial has not been drawn up in consideration of all statutory require-

ments with regard to the impartiality of investment recommenda-

tions/investment strategy recommendations. Furthermore, this Ma-

terial is not subject to the prohibition of trading before the publica-

tion of investment recommendations/investment strategy recom-

mendations. 

 

This Material have been compiled and are provided exclusively for 

information purposes. This Material is not intended as an investment 

incentive. It is provided for the Recipient’s personal information, 

subject to the express understanding, which is acknowledged by the 

Recipient, that it does not constitute any direct or indirect offer, rec-

ommendation, solicitation to purchase, hold or sell or to subscribe 

for or acquire any securities or other financial instruments nor any 

measure by which financial instruments might be offered or sold. 

 

All actual details, information and statements contained herein were 

derived from sources considered reliable by NORD/LB. For the prep-

aration of this Material NORD/LB uses issuer-specific financial data 

providers, own estimates, company information and public media. 

However, since these sources are not verified independently, 

NORD/LB cannot give any assurance as to or assume responsibility 

for the accuracy and completeness of the information contained 

herein. The opinions and prognoses given herein on the basis of 

these sources constitute a non-binding evaluation of NORD/LB. Any 

changes in the underlying premises may have a material impact on 

the developments described herein. Neither NORD/LB nor its govern-

ing bodies or employees can give any assurance as to or assume any 

responsibility or liability for the accuracy, adequacy and complete-

ness of this Material or any loss of return, any indirect, consequential 

or other damage which may be suffered by persons relying on the 

Material or any statements or opinions set forth in this Material (irre-

spective of whether such losses are incurred due to any negligence 

on the part of these persons or otherwise). 

 

Past performances are not a reliable indicator of future perfor-

mances. Exchange rates, price fluctuations of the financial instru-

ments and similar factors may have a negative impact on the value 

and price of and return on the financial instruments referred to 

herein or any instruments linked thereto. In connection with securi-

ties (purchase, sell, custody) fees and commissions apply, which re-

duce the return on investment. An evaluation made on the basis of 

the historical performance of any security does not necessarily give 

an indication of its future performance. 

Also this Material as a whole or any part thereof is not a sales or 

other prospectus. Correspondingly, the information contained 

herein merely constitutes an overview and does not form the basis 

for an investor‘s potential decision to buy or sell. A full description 

of the details relating to the financial instruments or transactions, 

which may relate to the subject matter of this Material is set forth 

in the relevant (financing) documentation. To the extent that the fi-

nancial instruments described herein are NORD/LB’s own issues 

and subject to the requirement to publish a prospectus, the condi-

tions of issue applicable to any individual financial instrument 

and the relevant prospectus published with respect thereto as well 

NORD/LB’s relevant registration form, all of which are available for 

downloading at www.nordlb.de and may be obtained, free of 

charge, from NORD/LB, Friedrichswall 10, 30159 Hanover, shall be 

solely binding. Any potential investment decision should at any 

rate be made exclusively on the basis of such (financing) documen-

tation. This Material cannot replace personal advice. Before mak-

ing an investment decision, each Recipient should consult an inde-

pendent investment adviser for individual investment advice with 

respect to the appropriateness of an investment in financial instru-

ments or investment strategies as contemplated herein as well as 

for other and more recent information on certain investment op-

portunities. 

 

Each of the financial instruments referred to herein may involve 

substantial risks, including capital, interest, index, currency and 

credit risks, political, fair value, commodity and market risks. The 

financial instruments could experience a sudden substantial dete-

rioration in value, including a total loss of the capital invested. 

Each transaction should only be entered into on the basis of the rel-

evant investor’s assessment of its individual financial situation as 

well as of the suitability and risks of the investment. 

 

The information set forth in this Material shall supersede all previ-

ous versions of any relevant information and refer exclusively to 

the date as of which this Material has been drawn up. Any future 

versions of this Material shall supersede this present version. 

NORD/LB shall not be under any obligation to update and/or re-

view this Material at regular intervals. Therefore, no assurance can 

be given as to its currentness and continued accuracy. 

 

By making use of this Material, the Recipient shall accept the fore-

going terms and conditions. 

 

NORD/LB is a member of the protection scheme of Deutsche Spar-

kassen-Finanzgruppe. Further information for the Recipient is set 

forth in clause 28 of the General Terms and Conditions of NORD/LB 

or at www.dsgv.de/sicherungssystem. 

 

Additional information for recipients in Australia 

NORD/LB IS NOT A BANK OR AN AUTHORISED DEPOSIT TAKING 

INSTITUTION AUTHORISED UNDER THE BANKING ACT 1959 OF 

AUSTRALIA. IT IS NOT REGULATED BY THE AUSTRALIAN PRU-

DENTIAL REGULATION AUTHORITY. 

 

NORD/LB is not providing personal advice with this Material, and 

has not considered one or more of the recipient’s objectives, finan-

cial situation and need (other than for anti-money laundering pur-

poses). 

 

Additional information for recipients in Austria 

None of the information contained in this Material constitutes a so-

licitation or offer by NORD/LB or its affiliates to buy or sell any se-

curities, futures, options or other financial instruments or to par-

ticipate in any other strategy. Only the published prospectus pur-

suant to the Austrian Capital Market Act should be the basis for any 

investment decision of the Recipient. 

 

For regulatory reasons, products mentioned in this Material may 

not being offered into Austria and are not available to investors in 

Austria. Therefore, NORD/LB might not be able to sell or issue these 

products, nor shall it accept any request to sell or issues these prod-

ucts, to investors located in Austria or to intermediaries acting on 

behalf of any such investors. 

 

Additional information for recipients in Belgium 

Evaluations of individual financial instruments on the basis of 

past performance are not necessarily indicative of future results. It 

should be noted that the reported figures relate to past years. 

Additional information for recipients in Canada 

This Material has been prepared solely for information purposes in 

connection with the products it describes and should not, under any 

circumstances, be construed as a public offer or any other offer (direct 

or indirect) to buy or sell securities in any province or territory of Can-

ada. No financial market authority or similar regulatory body in Can-

ada has made any assessment of these securities or reviewed this Ma-

terial and any statement to the contrary constitutes an offence. Poten-

tial selling restrictions may be included in the prospectus or other 

documentation relating to the relevant product. 

 

Additional information for recipients in Cyprus 

This Material constitutes an analysis within the meaning of the defi-

nition section of the Cyprus Directive D1444-2007-01(No 426/07). Fur-

thermore, this Material is provided for informational and advertising 

purposes only and does not constitute an invitation or offer to sell or 

buy or subscribe any investment product. 

 

Additional information for recipients in Czech Republic 

There is no guarantee to get back the invested amount. Past perfor-

mance is no guarantee of future results. The value of investments 

could go up and down. 

 

The information contained in this Material is provided on a non-reli-

ance basis and its author does not accept any responsibility for its 

content in terms of correctness, accuracy or otherwise. 

 

Additional information for recipients in Denmark 

This Material does not constitute a prospectus under Danish securi-

ties law and consequently is not required to be nor has been filed with 

or approved by the Danish Financial Supervisory Authority as this 

Material either (i) has not been prepared in the context of a public of-

fering of securities in Denmark or the admission of securities to trad-

ing on a regulated market within the meaning of the Danish Securi-

ties Trading Act or any executive orders issued pursuant thereto, or 

(ii) has been prepared in the context of a public offering of securities 

in Denmark or the admission of securities to trading on a regulated 

market in reliance on one or more of the exemptions from the require-

ment to prepare and publish a prospectus in the Danish Securities 

Trading Act or any executive orders issued pursuant thereto. 

 

Additional information for recipients in Estonia 

It is advisable to examine all the terms and conditions of the services 

provided by NORD/LB. If necessary, Recipient of this Material should 

consult with an expert. 

 

Additional information for recipients in Finland 

The financial products described in this Material may not be offered 

or sold, directly or indirectly, to any resident of the Republic of Fin-

land or in the Republic of Finland, except pursuant to applicable Finn-

ish laws and regulations. Specifically, in the case of shares, those 

shares may not be offered or sold, directly or indirectly, to the public 

in the Republic of Finland as defined in the Finnish Securities Market 

Act (746/2012, as amended). The value of investments may go up or 

down. There is no guarantee to get back the invested amount. Past 

performance is no guarantee of future results. 

 

Additional information for recipients in France 

NORD/LB is partially regulated by the Autorité des Marchés Financi-

ers for the conduct of French business. Details about the extent of our 

regulation by the respective authorities are available from us on re-

quest. 

 

This Material constitutes an analysis within the meaning of Article 

24(1) Directive 2006/73/EC, Article L.544-1 and R.621-30-1 of the 

French Monetary and Financial Code and does qualify as recommen-

dation under Directive 2003/6/EC and Directive 2003/125/EC. 

 

Additional information for recipients in Greece 

The information herein contained describes the view of the author at 

the time of its publication and it must not be used by its Recipient un-

less having first confirmed that it remains accurate and up to date at 

the time of its use. 

 

Past performance, simulations or forecasts are therefore not a relia-

ble indicator of future results. Mutual funds have no guaranteed per-

formance and past returns do not guarantee future performance. 

 

Additional information for recipients in Indonesia 

This Material contains generic information and has not been tailored 

to certain Recipient’s specific circumstances. This Material is part of 

NORD/LB’s marketing materials. 
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Additional information for recipients in Ireland 

This Material has not been prepared in accordance with Directive 

2003/71/EC, as amended, on prospectuses (the “Prospectus Di-

rective”) or any measures made under the Prospectus Directive 

or the laws of any Member State or EEA treaty adherent state that 

implement the Prospectus Directive or those measures and 

therefore may not contain all the information required where a 

document is prepared pursuant to the Prospectus Directive or 

those laws. 

 

Additional information for recipients in Korea 

This Material has been provided to you without charge for your 

convenience only. All information contained in this Material is 

factual information and does not reflect any opinion or judge-

ment of NORD/LB. The Material contained in this Material should 

not be construed as an offer, marketing, solicitation or invest-

ment advice with respect to financial investment products in this 

Material. 

 

Additional information for recipients in Luxembourg 

Under no circumstances shall this Material constitute an offer to 

sell, or issue or the solicitation of an offer to buy or subscribe for 

Products or Services in Luxembourg. 

 

Additional information for recipients in New Zealand 

NORD/LB is not a registered Bank in New Zealand. This Material 

is general information only. It does not take into account your fi-

nancial situation or goals and is not a personalized financial ad-

viser service under the Financial Advisers Act 2008. 

 

Additional information for recipients in Netherlands 

The value of your investments may fluctuate. Results achieved 

in the past do not offer any guarantee for the future (De waarde 

van uw belegging kan fluctueren. In het verleden behaalde resul-

taten bieden geen garantie voor de toekomst). 

 

Additional information for recipients in Poland 

This Material does not constitute a recommendation within the 

meaning of the Regulation of the Polish Minister of Finance Re-

garding Information Constituting Recommendations Concerning 

Financial Instruments or Issuers thereof dated 19 October 2005. 

 

Additional information for recipients in Portugal 

This Material is intended only for institutional clients and may 

not be (i) used by, (ii) copied by any means or (iii) distributed to any 

other kind of investor, in particular not to retail clients. This Mate-

rial does not constitute or form part of an offer to buy or sell any 

of the securities covered by the report nor can be understood as a 

request to buy or sell securities where that practice may be 

deemed unlawful. This Material is based on information obtained 

from sources which we believe to be reliable, but is not guaran-

teed as to accuracy or completeness. Unless otherwise stated, all 

views herein contained are solely expression of our research and 

analysis and subject to change without notice. 

 

Additional information for recipients in Singapore 

This Material is intended only for Accredited Investors or Institu-

tional Investors as defined under the Securities and Futures Act 

in Singapore. If you have any queries, please contact your respec-

tive financial adviser in Singapore. 

 

This Material is intended for general circulation only. It does not 

constitute investment recommendation and does not take into ac-

count the specific investment objectives, financial situation or 

particular needs of the Recipient. Advice should be sought from a 

financial adviser regarding the suitability of the investment prod-

uct, taking into account the specific investment objectives, finan-

cial situation or particular needs of the Recipient, before the Re-

cipient makes a commitment to purchase the investment product. 

 

Additional information for recipients in Sweden 

This Material does not constitute or form part of, and should not 

be construed as a prospectus or offering memorandum or an offer 

or invitation to acquire, sell, subscribe for or otherwise trade in 

shares, subscription rights or other securities nor shall it or any 

part of it form the basis of or be relied on in connection with any 

contract or commitment whatsoever. This Material has not been 

approved by any regulatory authority. Any offer of securities will 

only be made pursuant to an applicable prospectus exemption 

under EC Prospectus Directive, and no offer of securities is being 

directed to any person or investor in any jurisdiction where such 

action is wholly or partially subject to legal restrictions or where 

such action would require additional prospectuses, other offer 

documentation, registrations or other actions. 

Additional information for recipients in Switzerland 

This Material has not been approved by the Federal Banking Com-

mission (merged into the Swiss Financial Market Supervisory Au-

thority “FINMA” on 1 January 2009). 

 

NORD/LB will comply with the Directives of the Swiss Bankers As-

sociation on the Independence of Financial Research, as amended. 

 

This Material does not constitute an issuing prospectus pursuant 

to article 652a or article 1156 of the Swiss Code of Obligations. This 

Material is published solely for the purpose of information on the 

products mentioned in this Material. The products do not qualify 

as units of a collective investment scheme pursuant to the Federal 

Act on Collective Investment Schemes (CISA) and are therefore not 

subject to the supervision by the Swiss Financial Market Supervi-

sory Authority (FINMA). 

 

Additional information for recipients in the Republic of China 

(Taiwan) 

This Material is provided for general information only and does 

not take into account any investor’s particular needs, financial sta-

tus, or investment objectives. Nothing in this Material should be 

construed as a recommendation or advice for you to subscribe to a 

particular investment product. You should not rely solely on the 

Material provided when making your investment decisions. When 

considering any investment, you should endeavour to make your 

own independent assessment and determination on whether the 

investment is suitable for your needs and seek your own profes-

sional financial and legal advice.  

 

NORD/LB has taken all reasonable care in producing this Material 

and trusts that the information is reliable and suitable for your sit-

uation at the date of publication or delivery, but no representation 

or warranty of accuracy or completeness is given. To the extent 

that NORD/LB has exercised the due care of a good administrator, 

we accept no responsibility for any errors, omissions, or misstate-

ments in this Material. NORD/LB does not guarantee any invest-

ment results and does not guarantee that the strategies employed 

will improve investment performance or achieve your investment 

objectives. 

 

Additional information for recipients in the UK 

NORD/LB is subject to limited regulation by the Financial Conduct 

Authority (“FCA”) and the Prudential Regulation Authority (“PRA”). 

Details about the extent of our regulation by the FCA and PRA are 

available from NORD/LB on request. 

 

This Material is a financial promotion. Relevant Persons in the UK 

should contact NORD/LB’s London Branch, Investment Banking 

Department, Telephone: 0044 / 2079725400 with any queries. 

 

Investing in financial instruments referred to in this Material may 

expose an investor to a significant risk of losing all of the amount 

invested. 
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