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Since the end of 2022 economic indicators had been better 
than expected, but lately data start to disappoint again
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Uncertainty has strongly increased
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Goods demand is shrinking, post-pandemic catch-up in services 
consumption
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Budgetary policy will get less expansionary…
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… and tighter monetary policy will slow growth
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Structural labour scarcity will mitigate severity of downturn
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No recession yet in the US 

New orders

Manufacturing

Non-Manufacturing

Services orders
not yet at 
recession
level (should fall 
below 50)



Lending conditions are rapidly tightening in the US



Consumption revives in China
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But only Chinese services drive growth for the time being…
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Services

Manufacturing
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…and Chinese construction still in the doldrums

Residential real estate sold yoy %

Housing starts yoy %
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Weak Chinese recovery is keeping LNG prices low

China: Imports of LNG



Natural gas prices have fallen strongly on the back of a warm 
winter
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Europe

US



Lower energy prices are improving consumer confidence in 
Europe…
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Change in energy prices
(inverted scale, 8m lead)

Consumer confidence eurozone



…but tighter monetary policy is slowing down the expansion
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Credit demand households

Credit demand firms

Bank Lending Survey April 2023



Belgium economy is less cyclical than the rest of the Eurozone
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Growth differential Eurozone - Belgium
1 yr moving average

Eurozone economic sentiment
(1 yr moving average)
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Growth expectations

2021 2022 2023 2024

US 5.7 2.1 1.2 0.2

Eurozone 5.4 3.5 0.5 0.5

UK 7.5 4.1 0.3 1.1

Belgium 6.1 3.1 1.0 0.7 

Japan 1.6 1.3 1.1 1.0

China 8.8 3.0 5.7 4.7



Supply chain constraints have largely disappeared
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Deflationary pressures in manufacturing
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US survey on inventories
6m lead (inverted scale)

US core producer prices
yoy %



Eurozone: Food inflation should fall back in H2 2023
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Food commodities yoy % 8m leading

Eurozone:
HICP food yoy%



US inflation likely to hit 2% by the end of the year
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ISM non-manufacturing: prices paid
6m lead

US inflation



1) Inflation expectations (reliability
of the models?)

2) Dynamics of core inflation

3) Monetary transmission
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The factors that will determine ECB monetary policy



Strong price increases in services sectors that benefit from 
strong demand
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Packaged holidays inflation

Restaurants & hotels inflation



Wage growth for new hires has peaked
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Euro Area Indeed Wage Tracker

Euro Area 19, Indicator of Negotiated Wages, Total, Change Y/Y

US

Eurozone

Eurozone wages

Wage tracker

Negotiated wages



Eurozone core inflation will also be affected by lower energy 
prices
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HICP energy yoy % (6m lead)

Core inflation



Short term interest rates approaching peak
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Bond yields already hovering around peak…
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US

Belgium

Germany

10-year sovereign bond yields



Structural inflation drivers:

- Global warming: could add 
0.3 to 1.2 pp to yearly 
inflation

- Transition to net zero: could 
add 0.45pp to yearly 
inflation

- Deglobalisation
(friendshoring): could add 
0.75 to 3.9% to price level  
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…but equilibrium bond yield will remain slightly higher

Long run inflation expectations

German 10yr bond yield



Higher interest rates will hurt real estate prices (and 
construction!)
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Eurozone house prices yoy %

Euro mortgage rate
1 year leading (inverted scale)



Dollar is still expensive…
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…but uncertainty might temporarily support the greenback
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EUR/USD
Uncertainty index
(inverted scale)

Less uncertainty

More uncertainty

Weaker dollar

Stronger dollar



Steven Vandepitte
Strategist

June 21, 2023

“The Return of 
the Magnificent
Seven ”



Scores on the Doors
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Off on the wrong foot

35



FI volatility unusually high for otherwise eerily quiet equity
markets
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Paid to be in cash temporarily
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Ask ChatGPT : Have we seen the bottom for this cycle?
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Which regime are we in
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When and where have I seen this movie before?
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Market breadth is weak, but historic figures provide no clear
near term implications 
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% contribution to index 
the rally *

*Bloomberg figures through June 5th 2023



What goes up must eventually come down
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Valuations are generally not cheap

43



Earnings have rebounded, but is it the beginning of a trend?
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Factors to watch : Large Cap Quality, Growth
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Fed speak (“on hold for longer”)  versus money markets
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Yield curve expected to disinvert once closer to the R-word
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“Quality” bonds are offering historically attractive yields, 
making shorts expensive
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Euro IG is higher yielding AND lower duration
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IG spreads are close to the LT average
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The long and variable lags are just about to start biting. 
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REITs have lagged equity markets, showing value 

52



Commodities more exposed to cyclical whims have 
underperformed
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Overview of current allocation
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Regional Allocation  ─  +

United States

Eurozone

Europe ex EMU

Japan

Emerging Markets

Previous Allocation23/05/2023 Previous allocation

Asset Allocation  ─  +Asset Allocation

Cash

Bonds

Equity

Real Estate

Commodities

Bonds Allocation  ─  +

Sovereign bonds 

Investment Grade

High Yield

Emerging Markets (hard currencies)

Emerging Markets (local currencies)

Inflation linked bonds



Sector allocation : 
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Sector Allocation Europe  ─  +

Financials

Information technology

Communication services

Durable consumer goods

Healthcare

Utilities

Energy

Materials

Industrial goods

Daily consumer goods

Sector Allocation US  ─  +

Financials

Information technology

Communication services

Durable consumer goods

Healthcare

Utilities

Energy

Materials

Industrial goods

Daily consumer goods



• Markets can remain irrational longer than the average investor can stay liquid : be
pragmatic

• TINA no more as cash is a viable investment for the short term

• Poor market breadth isn’t necesarily a precursor to a rally’s imminent demise. 

• Mixed news is good enough news for risk assets which explains our middle of the road
asset allocation

• The timing of a Fed pivot AND the reason behind it will determine the path of bond and
equity prices in the latter half of the year

Key takeaways
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Q&A
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Disclaimer

This document has been prepared by the FICC Research department of ING Bank N.V. (“ING”) solely for information purposes without regard to any particular user's 
investment objectives, financial situation, or means. ING forms part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies).
The information in this document is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any 
financial instrument. Reasonable care has been taken to ensure that this document is not untrue or misleading when published, but ING does not represent that it is 
accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss arising from any use of this document. Unless otherwise stated, any 
views, forecasts, or estimates are solely those of the author(s), as of the date of the document and are subject to change without notice.
The distribution of this document may be restricted by law or regulation in different jurisdictions and persons into whose possession this document comes should inform 
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