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Following Friday’s blowout NFP report, nobody 

is really expecting a July rate cut anymore, 

much less this week. Our forecast is for one 

cut after the election, probably in December. 

An unexpected jump in unemployment this 

summer could put September in play.

 

Focus on the SEP
We do not expect any major changes to 

the statement. Instead, we will focus on the 

Summary of Economic Projections. The dot 

plot will be a close call. Our count shows nine 

participants looking for two rate cuts this 

year but ten looking for one or none. We also 

have the median longer run rate moving up 

to 2.75% from 2.6%.

 

On the economic side, we have GDP growth 

for this year ticking down to 2.0% from 2.1% 

The lunacy of the 2% inflation target

and the unemployment rate moving up to 

4.1% from 4.0%. Inflation projections should 

be largely unchanged at 2.4% and 2.6% for 

headline and core PCE, respectively.

 

The press conference will also be important. 

We still want to know what evidence they see 

that policy is sufficiently restrictive to bring 

inflation back down to 2%. We’ve recently 

provided ten reasons.

 

A 2.5% inflation target? 
Why do most major central banks have a 2% 

inflation target? These are different econo-

mies with different inflation measures. Is 2% 

the right target for everyone? 

 

The contrast is stark today between the U.S. 

and the Eurozone. The ECB targets HICP, 

which was 2.4% in April. The U.S. CPI was 3.4%. 

But the U.S. HICP was 2.4%. The main differ-

ence is OER, which is why the CPI ex-shelter 

is 2.2% (see chart). Because Europe ignores 

OER, it makes the ECB’s 2.0% target easier 
to hit than the Fed’s. If we accept the ECB’s 

2.0% target, then the Fed’s should be higher, 

say 2.5%. If the Fed keeps its 2.0% target, 
then it will be restrictive for longer.
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•	 In a close call, we expect the 
median dot to show one rate cut 
this year. 

•	 The longer run neutral rate should 
drift up to 2.75%.

•	 The Fed should have a higher 
inflation target than the ECB.

Key Takeaways
U.S. and Eurozone inflation close using similar methodology
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For global asset allocation, NDR recommends an overweight 

allocation to stocks, underweight allocation to bonds, and a 

marketweight allocation to cash. Our recommendations are in 

line with our Global Balanced Account Model.

 Overweight     Marketweight     Underweight

Near term activity:    Accelerating    Neutral    Decelerating 

Global Asset Allocation

Stocks (70%)

Cash (10%)

Bonds (20%) 

Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Equities — Regional Relative Allocation

Emerging Markets (15%)

United States (62%) | Europe ex. U.K. (13%) |  | Japan (5%) | 
Canada (2%)

U.K. (2%) | Pacific ex Japan (1%)  

Benchmark – U.S. (62.8%), Europe ex. U.K. (12.2%), Emerging Markets (10.4%), Japan 
(5.5%), U.K. (3.6%), Pacific ex. Japan (2.7%), Canada (2.8%) 

Global Bond Allocation

Europe (32%) | U.K. (7%)

U.S. (54%)

Japan (7%)

Benchmark: U.S. (55%), Europe (27%), Japan (13%), U.K. (5%)

U.S. Allocation
Stocks (70%) | Small-Cap

Growth | Value | Mid-Cap

Bonds (25%) | Cash (5%) | Large-Cap

Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Sectors

Financials (16%) | Utilities (5%)

Consumer Staples (4%) | Real Estate (1%)

Benchmark: Technology (28.1%), Health Care (13.0%), Financials (12.3%), Communication 
Services (8.9%), Consumer Discretionary (10.9%), Consumer Staples (7.0%), Industrials 
(8.5%), Energy (4.1%), Utilities (2.3%), Real Estate (2.4%), Materials (2.4%)

U.S. Bonds — 100% of Benchmark Duration

U.S. Economy
(1.5% - 2.0%)

U.S. Inflation
(2.75% - 3.25%)

Economic gauges reflect changes in near-term economic activity. Numbers in parenthesis 
refer to NDR 2024 forecasts.
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Equity Allocation

U.S. | Our U.S. asset allocation recommendation is 70% stocks 

(15% overweight), 25% bonds (10% underweight), and 5% cash 

(5% underweight). On an absolute basis, we are overweight the 

S&P 500. We favor small-caps over large-caps and are neutral 

on Growth versus Value.

INTERNATIONAL | We are overweight Emerging Markets, 

underweight the U.K. and Pacific ex. Japan, and marketweight 

on all other regions. 

Macro

ECONOMY | The global economy has shown notable 

resilience, with recession chances waning. Risks include 

monetary and fiscal policy uncertainty, sticky inflation, and 

easing Chinese growth.

FIXED INCOME | We reduced our exposure to 100% of 

benchmark duration, and recommend curve steepeners.  We 

are overweight MBS and underweight CMBS and ABS. We are 

marketweight everything else. 

GOLD | We are currently bullish. 

DOLLAR | We are currently neutral.
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Global Economy
(2.7%)
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