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Our title this year is borrowed from Blue Beard, a French folktale, the most famous surviving

version of which was written by Charles Perrault and published in Paris in 1697. It is taken from

a scene in which the central character, whose life is in imminent danger, has asked her sister to

look out the window to see if her brothers are on the way to rescue her. Sister Anne, as she is

called, strains her eyes looking out across the horizon but she repeatedly says that she sees

“nothing but the sun … and the grass, which looks green”.

Economists and market participants can likely relate. At the onset of 2023, amid one of the

fastest central bank hiking campaigns on record, the wide consensus expectation was for a

recession within the next twelve months. However, despite several leading indicators flashing

red, it never arrived. In fact, the US economy has churned out even stronger growth this year

than it did in 2022, while the euro zone has broadly stagnated.

With the economy resilient and demand still strong, the battle against inflation trundled on, with

core readings proving particularly sticky. Central banks adopted a hawkish “higher for longer”

stance which weighed heavily on bonds up until Q4, when investors rushed to bake in rate cut

bets. Equities managed a strong year, wrongfooting those who adopted more defensive

portfolio positioning in anticipation of a downturn.

But what’s important now is what happens next.

Returning to the Blue Beard tale, in the eleventh hour, a cloud of dust on the horizon signals the

arrival of the brothers on horseback and Blue Beard meets his fate. From macro point of view, it

2



appears that the economic landing that seemed so certain to arrive in 2023 may simply have

been delayed as well.

2024 is expected to bring below-trend global growth as tighter financial conditions continue

making their way into the real economy. The good news is that headline inflation continues to

retreat, meaning that major central banks have likely concluded their hiking cycles. However, we

think the market is too optimistic about the number of cuts they will deliver.

Geopolitical tensions are likely to remain elevated and, at the same time, it will be the biggest

election year in history. Not only will we have the highly polarised US Presidential election in

November, 39 other countries will hold elections. That means roughly 41% of the global

population will take to the polls in the next twelve months. As the tectonic plates of power shift,

policy uncertainty will be higher.[1]

Slower growth, overoptimism about policy easing, [geo]political uncertainty and relatively high

valuations present a challenging terrain for risk assets in the first half of 2024.

In the equity space, this merits a defensive allocation, with quality being the name of the game.

The exception is our overweight to IT, a more aggressive sector that we believe will be

supported by a recovery in hardware and an expansion of the cloud. Regionally, we enter the

year with a mild overweight on US equities, while being neutral Emerging Markets, Japan and

China. We are tactically underweight Europe.

In the bond space, we’ve spent the past twelve months gradually building up duration and yield-

generating capabilities. This proved beneficial amid the recent repricing which saw the market

front-load the bulk of 2024’s potential capital gains in the space of a few weeks. Now, as

expectations about the timing and magnitude of rate cuts are buffeted by cross currents of

central bank communication, macro data, hope and fear, our objective is to actively manage

duration and size opportunities to capture and lock in income. We see the most value in

investment grade credit, where yields have approached their most attractive levels since the

great financial crisis. At the same time, corporate balance sheets in this segment appear robust

enough to weather a macro slowdown.

More strategically, we will be on the lookout for entry points that enable us to strengthen our

exposure to dovetailing structural shifts that are rapidly reshaping the world around us:

Digitalisation, big data and the AI revolution

The sustainable transition

Healthcare innovation, primarily in biotechnology and oncology

 

2023 has proven that such themes are not immune to the ups and downs of the traditional
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economic cycle; this should be used to our advantage.

 

Read the full document in English:

Or French:
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https://www.bilinvestmentinsights.com/wp-content/uploads/2024/01/BIL-Investment-Outlook-2024-English.pdf
https://www.bilinvestmentinsights.com/wp-content/uploads/2024/01/BIL-Investment-Outlook-2024-French.pdf


[1]

https://www.bloomberg.com/news/newsletters/2023-11-01/2024-is-election-year-in-40-countrie

s-and-podcast-elon-inc-launches-next-week
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Disclaimer All financial data and/or economic information released by this Publication (the “Publication”); (the “Data” or the “Financial data and/or economic

information”), are provided for information purposes only, without warranty of any kind, including without limitation the warranties of

merchantability, fitness for a particular purpose or warranties and non-infringement of any patent, intellectual property or proprietary rights of any

party, and are not intended for trading purposes. Banque Internationale à Luxembourg SA (the “Bank”) does not guarantee expressly or impliedly,

the sequence, accuracy, adequacy, legality, completeness, reliability, usefulness or timeless of any Data. All Financial data and/or economic

information provided may be delayed or may contain errors or be incomplete. This disclaimer applies to both isolated and aggregate uses of the

Data. All Data is provided on an “as is” basis. None of the Financial data and/or economic information contained on this Publication constitutes a

solicitation, offer, opinion, or recommendation, a guarantee of results, nor a solicitation by the Bank of an offer to buy or sell any security, products

and services mentioned into it or to make investments. Moreover, none of the Financial data and/or economic information contained on this

Publication provides legal, tax accounting, financial or investment advice or services regarding the profitability or suitability of any security or

investment. This Publication has not been prepared with the aim to take an investor’s particular investment objectives, financial position or needs

into account. It is up to the investor himself to consider whether the Data contained herein this Publication is appropriate to his needs, financial

position and objectives or to seek professional independent advice before making an investment decision based upon the Data. No investment

decision whatsoever may result from solely reading this document. In order to read and understand the Financial data and/or economic information

included in this document, you will need to have knowledge and experience of financial markets. If this is not the case, please contact your

relationship manager. This Publication is prepared by the Bank and is based on data available to the public and upon information from sources

believed to be reliable and accurate, taken from stock exchanges and third parties. The Bank, including its parent,- subsidiary or affiliate entities,

agents, directors, officers, employees, representatives or suppliers, shall not, directly or indirectly, be liable, in any way, for any: inaccuracies or

errors in or omissions from the Financial data and/or economic information, including but not limited to financial data regardless of the cause of

such or for any investment decision made, action taken, or action not taken of whatever nature in reliance upon any Data provided herein, nor for

any loss or damage, direct or indirect, special or consequential, arising from any use of this Publication or of its content. This Publication is only valid

at the moment of its editing, unless otherwise specified. All Financial data and/or economic information contained herein can also quickly become

out-of- date. All Data is subject to change without notice and may not be incorporated in any new version of this Publication. The Bank has no

obligation to update this Publication upon the availability of new data, the occurrence of new events and/or other evolutions. Before making an

investment decision, the investor must read carefully the terms and conditions of the documentation relating to the specific products or services.

Past performance is no guarantee of future performance. Products or services described in this Publication may not be available in all countries and

may be subject to restrictions in some persons or in some countries. No part of this Publication may be reproduced, distributed, modified, linked to

or used for any public or commercial purpose without the prior written consent of the Bank. In any case, all Financial data and/or economic

information provided on this Publication are not intended for use by, or distribution to, any person or entity in any jurisdiction or country where

such use or distribution would be contrary to law and/or regulation. If you have obtained this Publication from a source other than the Bank

website, be aware that electronic documentation can be altered subsequent to original distribution.

As economic conditions are subject to change, the information and opinions presented in this outlook are current only as of the date indicated in

the matrix or the publication date. This publication is based on data available to the public and upon information that is considered as reliable. Even

if particular attention has been paid to its content, no guarantee, warranty or representation is given to the accuracy or completeness thereof.

Banque Internationale à Luxembourg cannot be held liable or responsible with respect to the information expressed herein. This document has

been prepared only for information purposes and does not constitute an offer or invitation to make investments. It is up to investors themselves to

consider whether the information contained herein is appropriate to their needs and objectives or to seek advice before making an investment

decision based upon this information. Banque Internationale à Luxembourg accepts no liability whatsoever for any investment decisions of

whatever nature by the user of this publication, which are in any way based on this publication, nor for any loss or damage arising from any use of

this publication or its content. This publication, prepared by Banque Internationale à Luxembourg (BIL), may not be copied or duplicated in any form

whatsoever or redistributed without the prior written consent of BIL 69, route d’Esch ı L-2953 Luxembourg ı RCS Luxembourg B-6307 ı Tel. +352

4590 6699 ı www.bil.com.


