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Optimal Income Strategies    
 

Economic Narrowing: Limited Breadth 
• Data supports our outlook for slowing growth and cooling inflation 

• Anticipate a modest Fed rate cut cycle with limited recession risk  

• Increased caution due to upward revisions in growth expectations  
 

What’s happening?  
 

Broader indicators for the US economy have softened amidst mixed messages in the labour market. We expect 

weaker household consumption to weigh on growth. The latest inflation figures point to a gradual deceleration 

following a services-led spike in the first quarter. We still foresee GDP growth of 2.4% for 2024, slowing to 1.6% 

in 2025. 

In the Eurozone, economic growth is driven by a resilient services sector well-anchored in expansion territory, 

whereas the manufacturing sector remains depressed with recent surveys indicating renewed weakness. Financial 

conditions have tightened in line with elections. Although inflation edged higher, we still expect a decisive decline 

in service inflation in the fall. We maintain our subdued growth outlook for 2024 at 0.6%, expanding to 1.1% in 

2025. 

In China, there has been a modest lift in retail activity, and industrial output has been supported by government-

led investment. However, the longer-term outlook is more challenging, and a difficult external environment 

underscores the need for domestic rebalancing. We maintain our GDP growth forecast at 5.0% in 2024, slowing 

to 4.2% in 2025. 

Emerging markets are also experiencing central bank caution, reflecting persistent inflation and currency softness 

against a strong dollar. Expectations for monetary loosening are being delayed, and there is a risk that fiscal 

discipline is fading in several jurisdictions. 

Central banks are adopting a more cautious stance despite a few having initiated policy easing. The US Federal 

Reserve is likely to cut rates twice this year, starting in September, despite its own cautiousness. The European 

Central Bank cut rates but did not provide clear guidance for future policy moves, though we continue to forecast 

another two cuts this year. The Bank of England is set to ease in August following June’s "finely balanced" 

outcome. The Bank of Japan is unlikely to hike rates aggressively. 
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Positioning & Performance:  

 

We trimmed our exposure in developed equities in our portfolios. This adjustment does not indicate a significant 
change in the fundamental macroeconomic backdrop. But growth forecasts have been revised upwards across 
the board, leaving little room for upside surprises. The widely accepted "Goldilocks" narrative is now at risk from 
any negative developments.  
 
Hence why within our equity allocation, we have adopted a more neutral stance, moving away from our previous 
conviction of a broadening market in Europe. While French politics have not significantly impacted European small 
and mid-caps, disappointing soft data in economic surveys has tempered our short-term enthusiasm. Market 
concentration is now extreme, and this lack of breadth is unlikely to support a recovery in weaker, higher-beta 
segments of the equity market until more positive signs. 
 
We have trimmed exposure to government bonds, reducing interest-rate sensitivity (duration). Our 
macroeconomic outlook maintains that mild US labour market softness and modest disinflation could prompt the 
Federal Reserve to initiate interest rate cuts by September. This scenario, broadly anticipated by markets, remains 
finely balanced. We find the risk asymmetry no longer sufficiently favourable, prompting us to take profits on our 
overweight position in government bonds. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Dec-23 May-24 Jun-24 Dec-23 May-24 Jun-24 Dec-23 May-24 Jun-24

Net Equity 65,5% 90,6% 71,2% 54,1% 75,4% 56,4% 34,4% 34,4% 34,5%

  Equities 63,0% 86,7% 88,5% 60,0% 76,2% 75,2% 33,7% 40,3% 41,2%

  Equities derivatives 8,6% 9,0% -2,1% -0,8% 2,2% -14,7% 0,7% -5,9% -6,7%

   Risk Mitigation Strategies -6,1% -5,1% -15,2% -5,1% -3,0% -4,1% 0,0% 0,0% 0,0%

Fixed Income 21,3% 5,3% 5,3% 33,5% 19,3% 19,5% 28,5% 55,2% 52,8%

  Govies 1,0% 0,0% 0,0% 1,0% 0,0% 0,0% 0,0% 0,0% 0,0%

   Bond Derivatives 8,1% 44,2% 42,5% 9,4% 31,8% 28,8% 17,5% 42,9% 44,2%

  High Yield Credit 1,2% 1,0% 1,0% 3,4% 3,7% 3,9% 10,5% 15,9% 15,4%

  Investment Grade 17,3% 4,1% 4,0% 26,5% 15,4% 15,4% 17,9% 39,3% 37,4%

  Emerging Debt 1,8% 0,3% 0,3% 2,6% 0,2% 0,2% 0,0% 0,0% 0,0%

Diversification 3,4% 1,5% 2,6% 1,5% 0,8% 0,8% 5,6% 2,6% 2,6%

Cash & Money Market 9,8% 2,6% 21,0% 10,7% 4,4% 23,2% 31,6% 7,8% 10,2%

GLOBAL OPTIMAL STRATEGY OPTIMAL STRATEGY DEFENSIVE OPTIMAL STRATEGY
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Outlook  
 
During a financial industry conference in late April, we remarked that the European elections were "very 
important for Europeans, not at all for financial markets." Recent weeks, however, have humbled us. While there 
were surprises in some member states (such as the Greens in Germany and the Far-Right in France), the varied 
nature of these outcomes ultimately aligned with poll projections for the composition of the European Parliament. 
Yet, as one election can overshadow another, the true surprise stemmed from the local impacts of these 
continent-wide elections. The resulting market reactions were rational, especially following a robust risk-on start 
to the year: OAT-Bund spreads widened to levels not seen since 2017, a period marked by uncertainty over the 
French Presidential run-off candidates, leading related assets (notably French banks) to suffer. Consequently, we 
opted to reduce our exposure in these areas until clearer policy directions emerge or market pricing incorporates 
sufficient stress premiums to justify risk exposure. 
 
While French politics do not significantly sway global financial markets, we adjusted our overweight position in 
developed equities. We do not indicate a notable shift in the fundamental macroeconomic landscape: the Atlanta 
Federal Reserve's US GDP nowcasting model projects annualized growth above 3%, job creation remains robust, 
and the latest US inflation figures brought a favourable surprise. Our heightened caution stems from substantial 
upward revisions in growth expectations, encompassing global GDP, US GDP, and corporate earnings. Earlier this 
year, economists and strategists debated scenarios ranging from soft to hard landings; today, nearly 90% of 
economists surveyed in mid-June anticipate a soft landing, marking a significant consensus shift. June also saw 
record revisions in GDP growth forecasts for major global economies, leaving little room for positive surprises. 
Similarly, equity analysts have substantially upgraded earnings forecasts, reinforcing a broadly accepted 
Goldilocks narrative that now faces vulnerability to negative surprises. 
 
Further influencing our tactically prudent allocation are optimistic to slightly stretched investor sentiment and 
positioning. Additionally, the recent uptick in implied rates for bond volatility (as seen in the MOVE index), 
previously noted in our May MAI Views as supportive of equity multiple expansion, raises concerns alongside 
ongoing multiple expansions. This divergence between rates volatility and equity multiples suggests near-term 
market fragility concerns. 
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Disclaimer 

 
Past performance is not a guide to current or future performance, and any performance or return data displayed does not take into account 
commissions and costs incurred when issuing or redeeming units. The value of investments, and the income from them, can fall as well as 
rise and investors may not get back the amount originally invested. Exchange-rate fluctuations may also affect the value of their 
investment.  Due to this and the initial charge that is usually made, an investment is not usually suitable as a short term holding. 
 
This document is for informational purposes only and does not constitute investment research or financial analysis relating to transactions 
in financial instruments as per MIF Directive (2014/65/EU), nor does it constitute on the part of AXA Investment Managers or its affiliated 
companies an offer to buy or sell any investments, products or services, and should not be considered as solicitation or investment, legal or 
tax advice, a recommendation for an investment strategy or a personalized recommendation to buy or sell securities. The strategies 
discussed in this document may not be available in your jurisdiction. 
 
The products or strategies discussed in this document may not be registered nor available in your jurisdiction. Please check the countries of 
registration with the asset manager, or on the web site https://www.axa-im.com/en/registration-map, where a fund registration map is 
available. Please note that the management company reserves the right, at any time, to no longer market the product(s) mentioned in this 
communication in an European Union country by notification to its authority of supervision in accordance with European passport rules. In 
particular units of the funds may not be offered, sold or delivered to U.S. Persons within the meaning of Regulation S of the U.S. Securities 
Act of 1933. The tax treatment relating to the holding, acquisition or disposal of shares or units in the fund depends on each investor’s tax 
status or treatment and may be subject to change. Any potential investor is strongly encouraged to seek advice from its own tax advisors. 
 
In the event of dissatisfaction with the products or services, you have the right to make a complaint either with the marketer or directly with 
the management company (more information on our complaints policy available in English here). You also have the right to take legal or 
extra-judicial action at any time if you reside in one of the countries of the European Union. The European online dispute resolution platform 
allows you to enter a complaint form (by clicking here) and informs you, depending on your jurisdiction, about your means of redress (by 
clicking here). 
 
Due to its simplification, this document is partial and opinions, estimates and forecasts herein are subjective and subject to change without 
notice. There is no guarantee forecasts made will come to pass. Data, figures, declarations, analysis, predictions and other information in 
this document is provided based on our state of knowledge at the time of creation of this document. Whilst every care is taken, no 
representation or warranty (including liability towards third parties), express or implied, is made as to the accuracy, reliability or 
completeness of the information contained herein. Reliance upon information in this material is at the sole discretion of the recipient. This 
material does not contain sufficient information to support an investment decision. 
 
Issued in the UK by AXA Investment Managers UK Limited, which is authorised and regulated by the Financial Conduct Authority in the UK. 
Registered in England and Wales No: 01431068. Registered Office: 7 Newgate Street, London EC1A 7NX. In other jurisdictions, this document 
is issued by AXA Investment Managers SA’s affiliates in those countries. 
 
In Hong Kong, this document is issued by AXA Investment Managers Asia Limited (SFC License No. AAP809), which is authorized and regulated 
by Securities and Futures Commission. This document is to be used only by persons defined as “professional investor” under Part 1 of 
Schedule 1 to the Securities and Futures Ordinance (SFO) and other regulations, rules, guidelines or circulars which reference “professional 
investor” as defined under Part 1 of Schedule 1 to the SFO. This document must not be relied upon by retail investors. Circulation must be 
restricted accordingly. 
 
In Singapore, this document is issued by AXA Investment Managers Asia (Singapore) Ltd. (Registration No. 199001714W) and is intended for 
the use of Institutional Investors only as defined in Section 4A of the Securities and Futures Act (Cap. 289) and must not be relied upon by 
retail investors. Circulation must be restricted accordingly 
 
For Japanese clients: AXA Investment Managers Japan Ltd., whose registered office and principal place of business is at NBF Platinum Tower 
14F 1-17-3 Shirokane, Minato-ku, Tokyo 108-0072, Japan, which is registered with the Financial Services Agency of Japan under the number 
KANTOZAIMUKYOKUCHO (KINSHO) 16, and is a member of Japan Securities Dealers Association, Type II Financial Instrument Firms 
Association, Investment Trust Association of Japan and Japan Investment Advisors Association to carry out the regulated activity of Financial 
Instrument Business under the Financial Instrument Exchange Law of Japan. In Japan, none of the funds mentioned in this document are 
registered under the Financial Instrument Exchange Law of Japan or Act on Investment Trusts and Investment Corporations. This document 
is purely for the information purpose for use by Qualified Institutional Investors defined by the Financial Instrument Exchange Law of Japan. 
 
In Taiwan, this document is issued by AXA Investment Managers Asia Limited (SFC License No. AAP809), which is authorized and regulated 
by Securities and Futures Commission. This document and the information contained herein are intended for the use of professional or 
institutional investors and should not be relied upon by retail investors. They have been prepared and issued for private informational and 
educational purposes only at the sole request of the specified recipients, and not intended for general circulation. They are strictly 
confidential, and must not be reproduced, circulated, distributed, redistributed or otherwise used, in whole or in part, in any way without 
the prior written consent of AXA IM Asia. They are not intended for distribution to any persons or in any jurisdictions for which it is 
prohibited.  
   

https://www.axa-im.com/en/registration-map
https://www.axa-im.com/important-information/comments-and-complaints
https://ec.europa.eu/consumers/odr/main/index.cfm?event=main.home.chooseLanguage
https://ec.europa.eu/consumers/odr/main/?event=main.adr.show2
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If any fund is highlighted in this communication (the “Fund”), its offering document or prospectus contains important information on selling 
restrictions and risk factors, you should read them carefully before entering into any transaction. It is your responsibility to be aware of and 
to observe all applicable laws and regulations of any relevant jurisdiction. AXA IM Asia does not intend to offer any Fund in any country 
where such offering is prohibited.   
  
The offer, distribution, sale or re-sale of fund units/shares in Taiwan requires approval from and/or registration with Taiwanese regulatory 
authorities. To the extent that any units/shares of the Funds are not so licensed or registered, such units/shares are made available in Taiwan 
on a private placement basis only to banks, bills houses, trust enterprises, financial holding companies and other qualified entities or 
institutions (collectively, “Qualified Institutions”) and other entities and individuals meeting specific criteria (“Other Qualified Investors”) 
pursuant to the private placement provisions of the Rules Governing Offshore Funds. No other offer or sale of such units/shares in Taiwan 
is permitted. Taiwanese purchasers of such units/shares may not sell or otherwise dispose of their holdings except by redemption, transfer 
to a Qualified Institution or Other Qualified Investor, transfer by operation of law or other means approved by the Taiwan Financial 
Supervisory Commission. 
 
In Korea, AXA Investment Managers Asia (Singapore) Ltd is a registered Cross Border Investment Advisor/Discretionary Investment 
Management Company under the Financial Investment Services and Capital Markets Act (the “Act”). The activities referenced under the Act 
are 5-2-2 Investment Advisory Business and 6-2-2 Discretionary Investment Management Business, respectively. Its financial services are 
available in Korea only to Professional Investors within the meaning of Article 10 of Enforcement Decree of the Financial Investment Services 
and Capital Markets Act. 
 
To the extent that any fund is mentioned in this document, neither the fund nor AXA IM Asia is making any representation with respect to 
the eligibility of any recipients of this document to acquire the units/shares in the fund under the laws of Korea, including but without 
limitation the Foreign Exchange Transaction Act and Regulations thereunder. The units/shares have not been registered under the Financial 
Investment Services and Capital Markets Act of Korea, and none of the units/shares may be offered, sold or delivered, or offered or sold to 
any person for re-offering or resale, directly or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and 
regulations of Korea. 
 
For Malaysian investors: As the recognition by the Malaysian Securities Commission pursuant to Section 212 of the Malaysian Capital 
Markets and Services Act 2007 has not been / will not be obtained nor will this document be lodged or registered with the Malaysian 
Securities Commission, the shares referred to hereunder (if any) are not being and will not be deemed to be issued, made available, offered 
for subscription or purchase in Malaysia and neither this document nor any other document or other material in connection therewith 
should be distributed, caused to be distributed or circulated in Malaysia. 
 
For Thailand investors: Nothing in this document shall constitute in any manner whatsoever a proposal to make available, offer for 
subscription or purchase or to issue an invitation to purchase or subscribe for any securities in Thailand or a proposal to implement any of 
the foregoing in Thailand nor has this document been approved by or registered with the Securities and Exchange Commission of Thailand 
(“SEC”).  No person receiving a copy of this document may treat the same as constituting an invitation or offer to him in Thailand and such 
person shall not distribute or make available this document in Thailand.  The issuer of this document shall not be liable in any manner 
whatsoever in the event this document is distributed or made available to any person in Thailand receiving a copy of this document.  Since 
no application for approval has been or will be made to the SEC for the offering of the securities, or for the registration of this document, 
the securities shall not be offered for subscription or purchased or made available, whether directly or indirectly, in Thailand.  It is the sole 
responsibility of recipients wishing to take any action upon this document to satisfy themselves as to the full observance of the laws of 
Thailand, to comply with all relevant government and regulatory approvals, and to comply with all applicable laws, including but not limited 
to exchange control laws. 
 
For Investors in People’s Republic of China (PRC):  This document does not constitute a public offer of the product., whether by sale or 
subscription in the PRC. The product is not being offered or sold directly or indirectly in the PRC to or for the benefit of, legal or natural 
persons of the PRC. Further, no legal or natural persons of the PRC may directly or indirectly purchase any of the product or any beneficial 
interest herein without obtaining all prior PRC’s governmental approvals that are required, whether statutorily or otherwise. Persons who 
come into possession of this document are required by the issuer and its representatives to observe these restrictions. 


