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SEI recently released its fourth-quarter Economic Outlook. Here is summary of our key perspectives. 

• 2023 saw a sharp reversal of winners of losers compared to the prior year. In 2022, bonds and equities were punished while 

commodities were rewarded. Conversely, 2023 has been relatively kinder to investors: U.S. large-cap stocks put in a stellar 

return of 26.5%, while fixed-income markets saw mixed performance. Commodities were the worst performing asset—down 8.4% 

after being up nearly 19% in 20221. Altogether, it’s been quite the reversal from the previous year’s performance. 

• The U.S. avoided a recession in 2023, managing to advance at an above-average pace through the first three quarters of the 

year, continuing a streak of superior performance relative to other major advanced economies. That noted, we expect more 

subdued growth in 2024, perhaps deteriorating into a stagnant/mildly recessionary environment along the lines of what is 

currently being seen in much of Europe. 

• Within emerging markets, China was a particular disappointment. Household spending on restaurants and travel within the 

country rebounded from last year’s COVID-19 lockdowns, but property markets are moribund and both consumer and business 

confidence are low following a series of detentions and corruption probes of dozens of business leaders.  

• What inflation continues to move lower, the rate of increase has decelerated more dramatically in recent months than we 

expected. Both the U.S. and the eurozone have enjoyed a year-over-year decrease in inflation. We still don’t think central 

banks can declare mission accomplished on the inflation control front. We believe Europe is more likely than the U.S. to see 

core inflation get closer to the 2% area by the end of 2024, owing to a relatively weaker regional economy, while the U.S. sees a 

stabilization of inflation closer to the 3% mark. As was the case at the end of 2022, we maintain our view that inflation will not 

fall all the way back to target on a sustainable without some economic pain.  

• In its mid-December meeting, the U.S. Federal Reserve clearly signaled its expectation that the U.S. economy will experience a 

soft landing and forecast federal-funds rate decreases in 2024, followed by reductions in 2025 and 2026. While futures markets 

appear to be pricing in 150 basis points of cuts before the end of next year, we lean much closer to the Fed’s view. Indeed, we 

question whether any rate cuts are really needed, as financial conditions have been easing since October 2022, reflecting the 

strength of the equity market and the tightening of credit spreads. 

• Other central banks appear to be taking a more conservative tack; both the Bank of England (BOE) and the European Central 

Bank insist that the job of vanquishing inflation is not done. Not surprisingly, given the U.K.’s higher inflation rate, the BOE’s 

rhetoric is more aggressive and the central bank seems to be preparing the ground for a hard landing. Meanwhile, Japan has the 

opposite problem. Despite intense speculation over the timing of a move away from negative policy rates and yield-curve 

control, the Bank of Japan has maintained the status quo, rising inflation notwithstanding. Like many other observers, we 

expect the BOJ to begin the normalization of interest rates in 2024.  

• Investor sentiment is currently enthusiastic over the prospect of a soft economic landing and a return to 2% inflation. Both 

bonds and stocks appear overbought on a near-term basis, so some kind of price consolidation would not be surprising. The 

extent of any correction in risk assets will, of course, depend on changing perceptions on economic growth, the corporate-

profits outlook, the path of inflation and central-bank responses. 

 

A full-length paper is available if you wish to learn more about these timely topics. 

                                                      

 

1Source: FactSet. 
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Glossary 
A basis point is one hundredth of one percent, typically used when expressing differences in interest rates. 
 
The federal-funds rate is the interest rate charged to lending institutions on unsecured overnight loans. It is set by the U.S. 
Federal Reserve’s Federal Open Market Committee. The rate is increased when the Federal Reserve wants to discourage borrowing 
and slow the economy and decreased when the Federal Reserve wants to spur economic growth.  

Important information 

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast 

of future events or a guarantee of future results.  

Statements that are not factual in nature, including opinions, projections and estimates, assume certain economic conditions and 

industry developments and constitute only current opinions that are subject to change without notice. Nothing herein is intended 

to be a forecast of future events, or a guarantee of future results.  

Certain economic and market information contained herein has been obtained from published sources prepared by other parties, 

which in certain cases have not been updated through the date hereof. While such sources are believed to be reliable, neither SEI 

nor its affiliates assumes any responsibility for the accuracy or completeness of such information and such information has not 

been independently verified by SEI.  

There are risks involved with investing, including loss of principal. The value of an investment and any income from it can go down 

as well as up. Investors may get back less than the original amount invested. Returns may increase or decrease as a result of 

currency fluctuations. Past performance is not a reliable indicator of future results. Investment may not be suitable for everyone.  

This material is not directed to any persons where (by reason of that person's nationality, residence or otherwise) the publication 

or availability of this material is prohibited. Persons in respect of whom such prohibitions apply must not rely on this information 

in any respect whatsoever.  

The information contained herein is for general and educational information purposes only and is not intended to constitute legal, 

tax, accounting, securities, research or investment advice regarding the strategies or any security in particular, nor an opinion 

regarding the appropriateness of any investment. This information should not be construed as a recommendation to purchase or 

sell a security, derivative or futures contract. You should not act or rely on the information contained herein without obtaining 

specific legal, tax, accounting and investment advice from an investment professional.  

The views contained herein are not to be taken as advice or a recommendation to buy or sell any investment in any jurisdiction. 

Our outlook contains forward-looking statements that are judgments based upon our current assumptions, beliefs and 

expectations. If any of the factors underlying our current assumptions, beliefs or expectations change, our statements as to 

potential future events or outcomes may be incorrect. We undertake no obligation to update our forward-looking statements.  

The opinions and views in this commentary are of SIEL only and are subject to change. They should not be construed as investment 

advice.  

This information is issued by SEI Investments (Europe) Limited (SIEL) 1st Floor, Alphabeta, 14-18 Finsbury Square, London EC2A 

1BR, United Kingdom. SIEL is authorised and regulated by the Financial Conduct Authority (FRN 191713).  

This commentary is intended for information purposes only and the information in it does not constitute financial advice as 

contemplated in terms of the Financial Advisory and Intermediary Services Act.  

SEI sources data directly from FactSet, Lipper, and BlackRock unless otherwise stated.  

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise 

caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should obtain independent 

professional advice. 

This document has not been registered by the Registrar of Companies in Hong Kong. In addition, this document may not be issued 

or possessed for the purposes of issue, whether in Hong Kong or elsewhere, and the Shares may not be disposed of to any person 

unless such person is outside Hong Kong, such person is a “professional investor” as defined in the Ordinance and any rules made 

under the Ordinance or as otherwise may be permitted by the Ordinance. 

This information is made available in Latin America and the Middle East FOR PROFESSIONAL (non-retail) USE ONLY by SIEL.  

Any questions you may have in relation to its contents should solely be directed to your Distributor. If you do not know who your 

Distributor is, then you cannot rely on any part of this document in any respect whatsoever. 
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SIEL is not licensed under Israel’s Regulation of Investment Advising, Investment Marketing and Portfolio Management Law, 5755- 

1995 (the “Advice Law”) and does not carry insurance pursuant to the Advice Law. No action has been or will be taken in Israel 

that would permit a public offering or distribution of the SEI Funds mentioned in this email to the public in Israel. This email and 

any of the SEI Funds mentioned herein have not been approved by the Israeli Securities Authority (the “ISA”).  

Issued in South Africa by SEI Investments (South Africa) (Pty) Limited FSP No. 13186 which is a financial services provider 

authorised and regulated by the Financial Sector Conduct Authority (FSCA). Registered office: 3 Melrose Boulevard, 1st Floor, 

Melrose Arch 2196, Johannesburg, South Africa. 

 

 


