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2024: A Year of Intensifying Macro Regime Change?
A turbulent forecast: Mild recessions, slow growth, stubborn inflation, and continued volatility.
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Key Points

   Global growth is slowing. And 
we expect it to keep slowing 
into 2024, with some countries 
facing a possible technical 
recession.

   While central banks may be 
tempted to cut rates, the slack 
in global economies won’t 
be sufficient to get inflation 
sustainably back to target.

   A long list of fiscal 
commitments, ranging from 
military to climate-transition 
expenditure, may keep 
government budgets in deficit, 
particularly in Europe.

   Global savings surpluses 
have shifted toward emerging 
markets, which seem to be 
less inclined to recycle the 
money into developed-market 
government debt.
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The nature of economic cycles is changing. We expect domestic output gaps to 
be far more important in determining inflation in a particular economy than we 
have seen over the past 20 years of globalization. Markets and central banks 
may take time to adjust to this new normal, but the result may be shorter and 
more frequent cycles, accompanied by more volatile and, on average, higher 
inflation. 

• Global growth is slowing. And we expect it to keep slowing into 2024. 
There’s a high chance that most countries may experience at least one 
quarter of contraction and that some may even face a technical recession, 
meaning two consecutive quarters of negative growth. However, these 
downturns could be mild, especially as households are supported in 
aggregate by rising real incomes.1

• Central banks are keen to indicate that rates have now peaked. As 
growth slows, unemployment rises modestly, and inflation comes down, 
central banks may probably see an opportunity to cut rates. In our view, 
that would be a mistake, because the growth slowdown is unlikely to be 
sufficient to create the slack required to get inflation sustainably back to 
target.

• Fiscal policy and electoral cycles will increasingly dominate outlooks. A 
long list of fiscal commitments, ranging from military to climate-transition 
expenditure, may keep government budgets in deficit, particularly in 
Europe. As we approach elections, countries may loosen fiscal policy 
further—the US and UK being prime examples in 2024—even though 
inflation may still be above target.

With monetary policy in flux and governments consistently increasing their 
spending commitments, we expect risk premia2 to experience a further upward 
trend in the coming years, driven by a significantly higher shift in the net 
supply of government debt, which is fast approaching levels not seen for three 
decades. 

Governments are consolidating their deficits slowly while central banks, 
which acted as the buyers of last resort over the last 10 years, have become 
net sellers. At the same time, global savings surpluses have shifted toward 
emerging markets, which seem to be less inclined to recycle the money into 
developed-market government debt. 

• The resulting structural upward pressure on term premia is likely 
to restrict the potential for long-term rates to rally in the event of a 
downturn. Conversely, they could potentially continue to sell off at the 
first signs of a reacceleration of inflation in 2024.
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• Deglobalization means that thinking locally may yield greater value. 
Throughout 2024, there is the potential for many interesting themes to 
play out at a regional and country level. Many small, open economies—
from the Scandinavian countries to New Zealand—could follow very 
different cyclical and policy paths from the US, the euro area, and other 
large economies whose private-sector balance sheets tend to be in 
better shape. Some of the countries that have depended on exports for 
growth—most notably, Germany and China—may need to transition to a 
new domestic-led growth model or risk deflating. And Japan, for so long a 
source of deflation and savings for the world, could well raise rates, end 
yield-curve control,2 and continue to reflate.

Talk to your financial professional to learn how you can prepare 
your portfolio for greater volatility.

1 Real income is how much money an individual or entity makes after 
accounting for inflation and is sometimes called real wage when referring 
to an individual’s income.
2 Risk premia is the investment return an asset is expected to yield in 
excess of the risk-free rate of return.
3 Yield-curve control (YCC) refers to efforts by a central bank to maintain a 
target yield level on government bonds by buying and selling the securities. 
In the summer of 2023, the Bank of Japan announced the start of a gradual 
phaseout of YCC policy so that long-term rates could gradually rise within 
certain limits.
Important Risks: Investing involves risk, including the possible loss of 
principal. • Foreign investments may be more volatile and less liquid than 
U.S. investments and are subject to the risk of currency fluctuations and 
adverse political, economic and regulatory developments. These risks 
may be greater, and include additional risks, for investments in emerging 
markets. 
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