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A NECESSARY RECALIBRATION OF MONETARY
POLICY TO GUARANTEE THE " SOFTLANDING"
SCENARIO IN 2025 ACCORDING TO JAY POWELL
CHAIRMAN OF THE FED

A new economic order after the inflationary crisis

The environment that prevailed in July 2023 during the last stage
of the interest-rate hike cycle (+25bp on July 23, 2023 for FED

Funds at 5.25/5.50%), i.e. consumer price inflation of 4.4% and an

unemployment rate of 3.2% , has shifted to a new configuration, i.e.

inflation of 2.6% (PCE +2.2% August 24/August 23) and an

unemployment rate of 4.2%. As a result, the current FED Funds’ upper

limit of 5% does not have an economic justification anymore. The
FED is therefore starting to lower interest rates, not in response
to weakening growth but pre-emptively, to maintain a
sufficiently robust economy in 2025 ("softlanding").

The FED applies a “risk management” policy

While J. Powell asserts that the two risks of monetary policy

(inflation/employment) are now well balanced (maximizing

employment and stabilizing prices is the dual mandate enshrined in

the FED's constitution), Hugau Gestion, in view of the chairman's
speech and his answers to NABE's questions, believes that he is
now more concerned with the recent slowdown in employment
than with the future of inflation. According to him, the recent wave

of inflation is above all the result of a supply shock. Once this shock

has passed, inflation should recede. Conversely, he observes:

 A decline in the pace of job creation

 A fall in the number of unfilled vacancies

 A deceleration of the temporary jobs market

Some recent survey data also illustrate these trends (for example, the

Conference Board index shows that finding a new job is now more

difficult than before).

Conversely, some other FOMC members (Michelle Bowman,

Raphael Bostic, President of the Atlanta FED), stressing the
structural solidity of employment (aging workforce, rising labor

force participation rate, lack of skilled labor), are more concerned by
the resistance of inflation in services. For 2025, they are also

concerned by the risk of higher labor costs due to the rise in benefits

(health insurance and pensions) and, in the very short term, by the

strike effect at Boeing and the dockworkers’ strike.

This lack of unanimity within the FOMC should be resolved
between now and the next meeting on November 7 , with the

release of the September and October employment figures, and the

two price indices. Also, as the FED is "data dependent", these will play

a major role in determining the pace of rate cuts between now and

the end of 2024, at the November 7 and December 18 FOMC

meetings.

Catherine Huguel – Consultant Hugau Gestion, Member NABE

 Annual International Business Conference

Thank you for attending our annual conference on October 10.

You can access the digital version of Minutes of the Conference
(in French only)

 Read our manager, Johan Bigot’s interview in Option Finance

Johan Bigot looks back at the trend in interest rates, which is

favorable to our funds (in French only): Les gérants monétaires
optent le plus souvent pour une méthode de gestion très
conservatrice | Option finance

 FOCUS on our Hugau Obli 1-3 fund (next page)

Our fund received the Lipper Fund Award 2024 in France and
Germany. Since the beginning of 2024, Hugau Obli 1-3 has
already registered a performance of 4.75% as at 10/18/2024.

Past performance is no guarantee of future performance. Performance is

not guaranteed and these products may present a risk of capital loss. All

subscribers must read the KID PRIIPS before each subscription. This

information does not constitute a recommendation or investment advice.

For further information on strategies and fees, please refer to the Key

Investor Information Document PRIIPS (KID PRIIPS) available on our website

www.hugau-gestion.com

 SAVE THE DATE: Your next meetings with Hugau Gestion 

 November 13: Visit our stand at the “Forum National des
Associations et Fondations 2024” Les Echos Le Parisien
Evènements at the Palais des Congrès in Paris

 November 25 & 26: « Les Journées de l’AFTE » - Come visit

us at our stand

 December 3: « Journée Nationale des Investisseurs »
AGEFI

https://www.hugau-gestion.com/files/upload/file/News/PETIT_DEJ/PetitD%C3%A9jeuner_CompteRenduNABE_octobre2024_VF.pdf
https://www.optionfinance.fr/rubrique-asset-management/les-gerants-monetaires-optent-le-plus-souvent-pour-une-methode-de-gestion-tres-conservatrice.html
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In 2022, against a backdrop of sharply rising sovereign interest

rates on the 2/5-year maturities, Hugau Gestion defended the
fund's performance in a difficult environment by hedging the
portfolio and reducing asset duration. As a result, the fund's net

asset value fell by 3.42% (versus -4.82% for its benchmark).

In 2023, the fund took full advantage of its current yield,
falling bond interest rates and narrowing credit spreads. Over

the year, the NAV rose by 6.79% versus 3.40% for its benchmark

index.

The fund benefits from a portfolio of good quality companies

whose financial structures have been improved by sharply reduced

debt servicing in recent years, thanks to negative interest rates.

90% of its assets are made up of investment-grade bonds rated

BBB- or higher. The lull in credit spreads, following the explosion in

2022, helped the portfolio's performance in 2023, and this will

prevail for the rest of 2024 as well. Companies are selected by

Hugau Gestion on the basis of our in-house credit research and

analysis, and our own internal rating procedure. For diversification

purposes, this may sometimes include at the margin companies

that are not covered by the rating agencies (Moody's, S&P and

Fitch Ratings).

Since the beginning of the year, the fund has once again
benefited from its comfortable current yield of close to 5%,
stable key interest rates at 4% over the first 9 months and now a

downward trend in interest rates.

As at 10/18/2024, the flat-acquired performance was +4.75%,
compared with a Benchmark performance of +2.54% over the

period.
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This promotional document is a simplified presentation and does not constitute an

offer to subscribe or an investment recommendation. No part of this document may

be reproduced, published or distributed without the prior consent of the asset

management company. Past performance is no guarantee of future performance.

Performance is calculated net of fees by Hugau Gestion. Access to the products and

services presented may be restricted with respect to certain persons or certain

countries. Tax treatment depends on each investor's individual situation, please

contact your financial advisor who will help you assess the appropriate products for

your knowledge and your own financial/tax situation. All subscribers must read the

KID PRIIPS before each subscription. For more information on strategies and fees,

please refer to the Key Investor Information Document (KID PRIIPS) available on our

website: www.hugau-gestion.com or free of charge upon request at the registered

office of the management company: Hugau Gestion 1-3-5 Rue Paul Cézanne 75008

Paris Tel. +33 1 78 09 83 20 – email: contact@hugau-gestion.com. management

company approved by the French Financial Markets Authority (AMF) under number

GP06 000008 on June 27, 2006.

For more information on our investment strategy or ou funds : contact us

Eric Le MAIRE

General Manager

eric.le-maire@hugau-gestion.com

Ludovic HUGUEL
Chief Operating Officer

ludovic.huguel@hugau-gestion.com

F L A T  C U M U L A T I V E  P E R F O R M A N C E

% 1 M % 3 M % YTD % 6M % 1 Y % 3 Y

HUGAU MONETERME - I

FR0013267663
0,33% 1,00% 3,32% 2,04% 4,21% 6,89%

HUGAU OBLI 1-3 - I

FR0010613521
0,71% 2,00% 4,75% 3,49% 6,93% 8,06%

HUGAU OBLI 3-5 - C

FR0010731513
0,76% 2,39% 5,29% 4,16% 7,72% 8,24%

HUGAU PATRIMOINE

FR0010027862
1,66% 2,88% 7,76% 3,45% 11,13% 10,79%

HUGAU RENDEMENT 

RESPONSABLE - C

FR0010401075
1,89% 3,82% 6,64% 2,64% 17,28% 18,58%

HUGAU ACTIONS MONDE

FR0011653773
4,67% 5,61% 18,96% 7,17% 24,24% 34,49%

HUGAU 12M

FR0011201896
0,50% 1,84% 4,37% 3,15% 5,74% 9,46%

HUGAU OBLI 2028 - C

FR001400KCR8
1,12% 3,37% 7,93% 6,00% 13,58% (*)

With German 2-year yields currently at 2.11%, and the sensitivity

of the HUGAU OBLI 1-3 portfolio having gradually risen over the

past few weeks, the expected performance over the next 12
months is around +4% to 4.25% flat.

(*) Start date 10/16/2023

ISIN I SHARE: FR0010613521
Link to HUGAU OBLI 1-3 presentation

https://www.hugau-gestion.com/files/upload/file/News/Presentation/PresentationHugau_Obli_1-3_EN.pdf

