
 
 
 

  

Executive Summary 
 

Top news: US CPI and FED rate decision on Wednesday – last week was marked by the ECB starting to cut interest 
rates on Thursday by 0.25%, bringing its Main Financing rate to 4.25% and its Deposit rate at 3.75%. The decision was 
described as a hawkish cut, as the ECB did not commit to a clear path of further rate cuts, stating that price pressure 
remains elevated and that inflation is likely to remain above target well into next year. This stance was in fact probably 
driven by the EuroZone CPI data which surprised to the upside the previous week. Friday then provided a further 
positive surprise for the US economy, with Non-farm Payrolls adding 272k jobs, while 182k had been expected. The 
data did show some contradictions, with the employment rate rising to 4% when 3.9% was expected, while on the 
other hand, wage growth reaccelerated to +0.4% MoM vs +0.3% exp. Nevertheless, the data was perceived as hawkish 
and the US2Y rose sharply (+16bps on the Day). This week will first start with digesting the results on the European 
Elections and then will shift to US CPI data on Wednesday (expected rather flat on Core, slightly down on Headline) as 
well as the FED rate decision that evening. Thursday will then see the US PPI release and Friday the BOJ rate decision 
and the University of Michigan Preliminary Consumer Sentiment (expected to rise) and Inflation Expectations survey. 
 

Equities: last week the S&P500 and EuroStoxx50 rose 1.5%, and the Nasdaq100 by 2.5%, while the Dow Jones 
Industrial was only up 0.3% suggesting further Growth outperformance. Data this week could add fuel to the 
inflation/disinflation debate, may hence trigger some retracement on equities and maybe a defensive relative rebound. 
 

Fixed Income: the US10Y and German10Y dropped into Friday, but then recuperated much of these losses following  
Friday’s Non-Farm Payrolls. We still expect both to hold into late June and then probably retrace during the Summer. 
 

FOREX: USD remained under pressure most of last week, and despite the ECB cut, but then bounced by almost a figure 
on Friday following the Non-Farm Payrolls. US CPI and the FED will certainly have crucial influence on USD this week.  
 

Commodities: Oil did bounce slightly last week on better US data, while Gold on the other hand is retracing. 
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Monetary Policy Focus: the cutting cycle has begun, yet data is already improving 
 

With the Bank of Canada and the ECB cutting rates last week, the easing cycle has definitely begun. It comes as inflation 
rates have dropped, yet broadly remain above their 2% targets. At the same time, consensus probability of a recession has 
also receded, down to 30% for the US, the EU or the UK (top-left graph). Hence, while these rates cuts are received with much 
enthusiasm, one may wonder if they are opportune. Indeed, as shown in the top-right graph from Pictet, global rate cuts 
usually lead economic activity (manufacturing PMIs) by 9 months. The data is already neutral (>=50) and could re-accelerate 
once the global cutting cycle broadens. On the inflation front (bottom-left graph), YoY M2 growth is turning up. This 
historically leads inflation by 5-6 quarters. As for economic data, Leading and Soft data are already rising again, Hard data 
may have bottomed and Inflation could gradually follow (bottom-right graph). Monetary Policy is a tricky balancing act (leads 
and lags are hard to assess). Closely monitoring this rate cutting cycle will be crucial as Soft/No landing dynamics persist. 
 

 
  

 
 

Notes:  
 

1. Trend last 6 months: this Primis original algorithm, weighs the slope of the trend over the last 6 months vs the slope of the trend over the last 
3 months yet factorised by the Fibonacci retracement ratio (0.618).  Values are normalised using the average price over each period. If this 
combined slope is above +0.05% the trend is then “up”, below -0.05% then “down”, otherwise it is “neutral”. 

2. Overbought (OB) / Oversold (OS) measures: this Primis original algorithm is computed by comparing the difference between the 8 days 
moving average and the 100 days combined with the 3 days vs the 15 days one and normalises this difference by dividing it by the 1 year 
standard deviation (circa 260 open market days). Values above 225% or under -225% are Overbought “OB”, resp. Oversold “OS”, values above 
100% or under -100% are “slightly OB”, resp. “slightly OS”, otherwise there is no relevant exaggeration and the situation is then “neutral”.  

 

Disclaimer: The information in this document is being provided for general market commentary and information purposes. This document does 
not constitute a solicitation or offer, or recommendation to acquire or dispose of any investment or to engage in any other transaction. Any reference 
to a transaction, trade, position, holding, security, market, or level is purely meant to educate readers about possible opportunities and risks in the 
marketplace and are not meant to imply that any person or entity should take any action whatsoever without first evaluating such action(s) in light 
of their own situation either on their own or through a professional advisor. If a person or entity does not believe they are qualified to make such 
decisions, they should seek professional advice. The prices listed are for reference only and are in no way intended to represent an actual trade. 
This information is not a substitute for professional advice of any nature, including tax, legal, and financial. While we believe the information 
contained herein to be accurate, all numbers should be verified by the reader through independent sources. Primis Investment (Suisse) SA assumes 
no responsibility for errors or omissions in the contents of this document. In no event shall Primis Investment (Suisse) SA be liable for any special, 
direct, indirect, consequential, or incidental damages or any damages whatsoever, whether in an action of contract, negligence, or other tort, arising 
out of or in connection with the contents of this document or any related services. Trading securities, options, futures, or any other security involves 
risk and can result in the immediate and substantial loss of the capital invested. Every reader/recipient is responsible for his or her own investment 
decisions. Primis Investment (Suisse) SA reserves the right to make additions, deletions, or modifications to the contents of this document and 
related services at any time without prior notice. 
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