
 

 
   

Page 1 | 5   

 

Weekly letter  
8 April 2024 

The consequences of a more favourable 
European scenario 

8 April 2024 

 

Dear Clients and Partners, 

 

The scenario of a European economic recovery accompanied by an easing of the 
monetary environment is gradually taking shape. The small- and mid-cap segment 
could benefit from this. 

As tensions between Israel and Iran raise oil prices and result in profits being taken 
on financial markets, one of the problems facing the world economy – European 
stagnation – finally appears to be improving. According to surveys published by S&P 
Global, the eurozone composite PMI rose back above 50 in March and is continuing 
to catch up with the rest of the world (cf. chart 1).  

 
The business climate is recovering in Europe 

Composite PMI indices, production from all sectors 

 

• Jan. Mar. May Jul. Sep. Nov.  
• World / Eurozone 

 

Improved purchasing power (confirmed by the good inflation figures for March), the 
end of the negative dynamics of industrial destocking, and the moderation of 
natural gas prices are among the factors supporting the recovery of the business 
climate. However, that climate remains very disparate. Partly helped by the 
European investment plan decided upon during the COVID-19 pandemic, Southern 
European countries are recovering significantly, while Germany and France still lag 



 

 
   

Page 2 | 5   

 

Weekly letter  
8 April 2024 

behind (cf. chart 2). The tightening of fiscal policy is one of the reasons why the 
economy is finding it more difficult to recover in France and Germany. This 
constraint should help the ECB to begin lowering interest rates, with a first cut 
already just about set for 6 June.  

 
Southern Europe driving the recovery 

Composite PMI in the four major eurozone countries 

 

• Spain / Italy / Germany / France 

 

Investors are therefore presented with a doubly positive scenario of gradual 
European economic recovery combined with easing of the monetary environment. 
Investor enthusiasm, however, is dealing with two stark realities. First, eurozone 
equity market indices have already risen significantly, largely thanks to large 
multinational stocks that have been boosted by AI and the improvement in the 
overall stock market environment over the past six months. Secondly, the price of 
eurozone bonds already incorporates a scenario in which there will be substantial 
decreases in interest rates in 2024 and 2025, as evidenced by the very pronounced 
inversion of the rate curve (2.4% on German long-term rates, compared to 4% for 
money-market rates, cf. chart 3).  
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The drop in short-term rates will not necessarily bring about a fall in long-term 

rates 

 

• ECB rate / Market expectations / 10-year Bund 

 

So what can we hope for in the markets under the positive European scenario that 
is unfurling ? In principle, this scenario could contribute to improving the relative 
performance of market segments perceived to be the most domestic. This is the 
case for small- and mid-cap securities in particular, the valuation of which is 
particularly attractive. Since mid-March, those securities have also begun to partly 
recover from their underperformance (cf. chart 4). In our European flexible funds, we 
have therefore decided to increase the weight of small caps from 8.5% to 11.5%. This 
exposure mainly takes the form of an equally weighted basket of 50 small caps to 
which we have applied liquidity, financial strength and profit growth filters, and 
which are set apart by their governance ratings. In return, we reduced our exposure 
to large caps by closing our “transition and productivity” basket.   

 

 

 

 

 

 

 

 

 

 



 

 
   

Page 4 | 5   

 

Weekly letter  
8 April 2024 

 

Improving the growth/interest rate mix could benefit small- and mid-cap securities 

Net return performance since the beginning of 2024 

 

• MSCI EMU Large Cap / MSCI EMU SMID / SMID - Large difference 
• Jan. 2024 Feb. 2024 Mar. 2024 Apr. 2024 

 

 

 

 

Our exposure rates are as follows: 

• Dorval Convictions: The equity exposure rate is 60%. 
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Legal notices  

This promotional document is intended for professional and non-professional 
clients within the meaning of the MiFID. It cannot be used for a purpose other than 
that for which it has been designed and cannot be reproduced, circulated or 
communicated to third parties in whole or in part without the prior and written 
authorisation of Dorval Asset Management. No information contained in this 
document can be interpreted as having any contractual value whatsoever. This 
document is produced purely for information purposes. It constitutes a 
presentation designed and produced by Dorval Asset Management from sources 
that it deems reliable. Dorval Asset Management reserves the right to amend the 
information presented in this document at any time and without notice and 
particularly regarding the description of the management processes that in any 
case do not form a commitment on the part of Dorval Asset Management. Dorval 
Asset Management cannot be held responsible for any decision made or not made 
based on information contained in this document or use that could be made of it 
by a third party. The UCITS is authorised to be marketed in France and possibly in 
other countries where the law authorises it. Prior to any investment, it should be 
verified whether the investor is legally authorised to subscribe to units in a UCITS. 
The characteristics, fees, risk and yield profile relating to investment in a UCITS are 
set out in the Key Information Document (KID) of the latter. The KID and the periodic 
documents are available free of charge on request, from Dorval Asset Management. 
You must read the KID, which must be sent to you prior to subscription. The definition 
of the risk indicators stated in this document feature on the website: www.dorval-
am.com. 

http://www.dorval-am.com/

