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Interconnected and interdependent
Four scenarios for developed markets in 2024

Note: Brackets reflect previous probabilities. Inflation rate measured by US Core Personal Consumption Expenditures Price Ind ex.
Source: Fidelity International, September 2024.
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Our quarterly survey of Fidelity’s specialist equities and fixed income sectoral 
analysts shows a clear worsening of sentiment since June

Chart shows proportion of responses reporting management sentiment is positive minus those reporting management sentiment is negative; likewise leading indicators. Strong negative and strong positive receive a higher weighting. Questions: 
“Based on your recent research and interactions with companies, to what extent, if at all, has your perception of management sentiment over the next 6 months changed?”, and “What is the outlook for leading indicators over the next 6 months at 
your companies?” Source: Fidelity International, September 2024.

-0.60

-0.40

-0.20

0.00

0.20

0.40

0.60

0.80

1.00

Ap
r-2

0

M
ay

-2
0

Ju
n-

20

Ju
l-2

0

Au
g-

20

Se
p-

20

O
ct

-2
0

N
ov

-2
0

D
ec

-2
0

Ja
n-

21

Fe
b-

21

M
ar

-2
1

Ap
r-2

1

M
ay

-2
1

Ju
n-

21

Ju
l-2

1

Au
g-

21

Se
p-

21

O
ct

-2
1

N
ov

-2
1

D
ec

-2
1

Ja
n-

22

Fe
b-

22

M
ar

-2
2

Ap
r-2

2

M
ay

-2
2

Ju
n-

22

Ju
l-2

2

Au
g-

22

Se
p-

22

O
ct

-2
2

N
ov

-2
2

D
ec

-2
2

Ja
n-

23

Fe
b-

23

M
ar

-2
3

Ap
r-2

3

M
ay

-2
3

Ju
n-

23

Ju
l-2

3

Au
g-

23

Se
p-

23

O
ct

-2
3

N
ov

-2
3

D
ec

-2
3

Ja
n-

24

Fe
b-

24

M
ar

-2
4

Ap
r-2

4

M
ay

-2
4

Ju
n-

24

Ju
l-2

4

Au
g-

24

Se
p-

24

W
ei

gh
te

d 
av

er
ag

e 
of

 re
sp

on
se

s

Leading indicators Management sentiment



4

Cost pressure at companies has retreated, although the overall reading from our 
analysts shows both labour and non-labour expenses still increasing

Chart shows proportion of responses reporting costs are increasing minus those reporting costs are decreasing; significant in creases and significant decreases receive a higher weighting. Questions: “What are your expectations for total labour costs 
over the next 6 months compared to current levels?”, and ““What are your expectations for total non-labour costs over the next 6 months compared to current levels?” Source: Fidelity International, June 2024.
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Moderating inflation marks the end of the rate hiking cycle, providing a supportive environment for risk assets.
We remain hawkish relative to markets’ more aggressive pace of policy easing

The base case – why we’re expecting a soft landing
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US GDP Quarter on Quarter, Seasonally Adjusted Annual Rate 
(SAAR) Core GDP (final sales to private domestic purchasers)

…despite recent recession fears. Consumer spending continues to drive growth
US economic growth continues to hold up at strong levels…
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Nonfarm payrolls (3 month moving average) Hiring and quits rates remain low…

…with a clear loss in momentum but no imminent signs of recession yet
US labour market continues to see a broad based slowdown…

…with increased difficulty in finding jobs

Source: Fidelity International, Macrobond, BLS, September 2024. Source: Fidelity International, Macrobond, BLS, September 2024.
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Current activity trackers Future activity trackers

Source: Fidelity International, FIL Global Macro Team calculations, Haver Analytics, September 2024.

Our US and euro area (EA) current activity trackers indicate further weakness in August. However, future 
activity signals appear more encouraging indicating an improving trend

Regional activity trackers
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China activity indicator (CH-AI) China activity indicator (CH-AI) by sector

Note: Our May print is a flash estimate which is based on projecting some indicators that are yet to be released for the mont h
Source: Fidelity International, FIL Global Macro Team calculations, Bloomberg, Haver Analytics, Wind, September 2024.

Weakness is driven by a subdued property sector and choppy services sector. Industrials still support growth
China activity tracker deteriorates further in August, indicating below target growth

-0.59

-3.0

-2.0

-1.0

0.0

1.0

2.0

3.0

Z-
Sc

or
e

China Activity Indicator (CH-AI)

-4

-3

-2

-1

0

1

2

3

4

Z-
Sc

or
e

Industry Services Property



10

70-city new home prices (Jan 2021=100) 30-city property transactions volume

Source: Fidelity International, Bloomberg, September 2024

Incremental moves have not stabilised the property sector yet
Property sector has not reacted strongly to policy easing
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Three scenarios for China in 2024

Note: The numbers in the brackets represent previous probabilities.
Source: Fidelity International, September 2024.

Growth Inflation Monetary policy Fiscal policy

Scenario 1:

Controlled 
stabilisation

The pace of recovery gradually gains 
momentum as consumption improves. 
Property sector stabilises on stronger 
stimulus. Industrial activities remain 
resilient as developed markets slow 

gradually. Real GDP growth stabilises 
around the government’s target.

CPI and PPI rebound softly on the back 
of a gradual recovery in domestic 

demand. Inflation stabilises slightly 
below target over the medium term.

The People’s Bank of China (PBoC) 
cuts rates marginally to support growth. 
It also manages liquidity by buying and 

selling government bonds in the 
secondary market as medium-term 

lending facility (MLF) operations fade. 

Policymakers accelerate the fiscal 
easing by issuing bonds to fund 

infrastructure projects. It will continue 
with gradual de-risking plans to resolve 
structural issues in local government, 

property, and banking sectors.

Scenario 2:

Serious 
slowdown

The economy faces stronger headwinds 
from domestic structural issues and a 

developed market slowdown. Potentially 
rising geopolitical tensions (such as 

steep tariffs increase on Chinese 
exports) could be another major shock 

to growth and may lead to severe 
slowdown in the broader economy.

Both Consumer Price Index (CPI) and 
Purchasing Price Index (PPI) gradually 
fall into deflation well below government 

targets.

The PBoC delivers limited or no rate 
cuts as it priorities currency stability 

over domestic easing.

Policymakers are slow to introduce 
sufficient fiscal support for growth due to 
limited fiscal policy room and rigid fiscal 

framework. 

Scenario 3:

Reflation
The recovery becomes more broad-
based and gains momentum with a 
more dovish policy setting. Property 
sector takes the lead from a strong 
monetary policy push. The initial 

impulse is strong, but it creates more 
debt problems in future. Growth may 

rebound above target.

Both CPI and PPI recover and gain
momentum with strong domestic 

demand rebounding to match or beat 
the government target.

The PBoC eases monetary policy more 
aggressively with consecutive 
benchmark rate and reserve 

requirement ratio cuts. The system is 
flushed with liquidity to accommodate 

broad-based re-leveraging.

Policymakers explicitly bail out stressed 
local governments and property sector 

companies, leading to renewed 
optimism in re-leveraging. They also 
aggressively expand fiscal deficits to 

support domestic demand.
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Multi Asset: Our best ideas

Notes: ‘+’ is a positive view; ‘-’ is negative; reflects our views of relative performance for each scenario.
Source: Fidelity International, September 2024
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All information is current as at 26 September 2024 unless otherwise stated. Not for use by or distribution to retail investors. Only available to a person who is a "wholesale client" under 
section 761G of the Corporations Act 2001 (Commonwealth of Australia) ("Corporations Act“).
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companies commonly known as Fidelity International. Prior to making any investment decision, investors should consider seeking independent legal, taxation, financial or other 
relevant professional advice. This document is intended as general information only and has been prepared without taking into account any person’s objectives, financial situation or needs. 
You should also consider the relevant Product Disclosure Statements (‘PDS’) for any Fidelity Australia product mentioned in this document before making any decision about whether to 
acquire the product. The PDS can be obtained by contacting Fidelity Australia on 1800 044 922 or by downloading it from our website at www.fidelity.com.au. The relevant Target Market 
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conditions that should not be taken as investment advice. Information stated about specific securities may change. Any reference to specific securities should not be taken as a 
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