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Snapshot 
Although market volatility resurfaced in the early part of the April-June quarter as interest rate cuts in the US began 
to look less likely amid higher-than-expected inflation, risk assets bounced back and rallied strongly later in the 
quarter. This reflected signs of long-awaited softness in the US economy, which made it more likely that the US 
Federal Reserve (Fed) would be able to cut interest rates. The markets are now expecting two rate cuts by the Fed in 
2024, with the first one potentially taking place as early as September. Furthermore, in the mid part of the quarter, 
Europe and Canada started off the rate-cutting cycle and set the stage for continued easing outside the US.  

Following on from the early concern over US interest rates, events such as the Mexican election showed that volatility 
remained an issue in the mid part of the quarter, with the Mexican peso dropping sharply. At the end of the quarter, 
however, the environment was somewhat calmer for markets. This was underscored by two elections in Europe. In 
France, the worst-case scenario of Marine Le Pen’s National Rally party winning an absolute majority and gaining 
direct control of the country’s National Assembly was avoided, allowing investors to breathe a sigh of relief. In 
addition, a general election in the UK ended up in line with market expectations, with the opposition Labour Party 
winning a large parliamentary majority. 

We now feel that it is increasingly likely that the Fed has successfully engineered a “no landing” scenario for the US 
economy, which should benefit markets and risk assets. Outside the US, the end of restrictive rates looks poised to 
support earnings growth and help drive global risk markets higher. Markets also look set to continue benefitting from 
increasing investment in artificial intelligence (AI), particularly in the US, while the structural reform story is supporting 
Japan. 

Cross-asset1

Throughout the April-June quarter, we maintained an overweight position in growth assets. The assets have a 
favourable outlook due to strong fiscal support, especially in the US, and the commencement of interest rate cuts in 
Europe and Canada. Within growth, we upgraded infrastructure significantly during the quarter to reflect 
opportunities critical to the development of AI, which in turn is heavily dependent on energy. On the other hand, we 
reduced our emerging market (EM) equity score from overweight to slightly underweight due to factors such as 
earnings growth uncertainty in China and better risk-reward opportunities in developed market (DM) equities.   

As for defensive assets, we maintained a neutral position throughout the quarter. Within defensives, we reduced 
investment-grade (IG) credits during the period to a neutral score amid tightening spreads. Conversely, we increased 
our score in DM sovereigns, making these assets less underweight. Within this asset class we favour sovereigns from 
Europe and Canada, where central banks have room to cut interest rates. While the potential for monetary easing 
makes DM sovereigns attractive, we retain a cautious view on long-dated bonds due to their inverted yield curves. 

Balancing Act  
Global Multi-Asset Quarterly (Q2 2024) 
Q2 in review: market volatility, rate cuts and AI-driven opportunities 
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1 The Multi Asset team’s cross-asset views are expressed at three different levels: (1) growth versus defensive, (2) cross asset within growth and 
defensive assets, and (3) relative asset views within each asset class. These levels describe our research and intuition that asset classes behave 
similarly or disparately in predictable ways, such that cross-asset scoring makes sense and ultimately leads to more deliberate and robust portfolio 
construction. 

Asset Class Hierarchy (Team View2) 

 
2The asset classes or sectors mentioned herein are a reflection of the portfolio manager’s current view of the investment strategies taken on behalf 
of the portfolio managed. The research framework is divided into 3 levels of analysis. The scores presented reflect the team’s view of each asset 
relative to others in its asset class. Scores within each asset class will average to neutral, with the exception of Commodity. These comments should 
not be constituted as an investment research or recommendation advice. Any prediction, projection or forecast on sectors, the economy and/or 
the market trends is not necessarily indicative of their future state or likely performances. 

Research views 

Growth assets: summary of score changes in Q2 

While we maintained our overweight to growth assets throughout the quarter, score changes within growth assets 
were somewhat large. Infrastructure was upgraded substantially from significant underweight to marginal 
overweight to reflect opportunities driven by increasing energy demand associated with the development of AI. This 
was funded mainly by lowering scores in EM equities, which were downgraded from overweight to underweight. In 
addition, REITs were downgraded to larger underweight as the asset class is among the most sensitive to a higher-
for-longer rates environment, which we believe is likely to remain in place for the US. Within DM equities that were 
maintained as overweight throughout the quarter, the rating disparities now look narrower as we took some profits 
on the US and Japan to make them both smaller overweight and upgraded the EU (to larger overweight), the UK (to 
neutral) and other regions (to smaller underweight). Meanwhile, we maintained commodity-linked equities at 
overweight throughout the quarter due to their combination of growth and inflation-hedging characteristics. 

Growth assets experienced a downturn in April as they adjusted to changing expectations for US interest rates. 
However, they bounced back in May and extended their rally to new highs in June as sentiment turned to risk-on 
mode, fuelled by more balanced pricing of rates and inflation as well as a sustained revival of the manufacturing cycle. 
Certain sectors (such as tech) that continue to show strong sales and earnings growth rallied particularly strongly. 
However, the tech area is beginning to appear somewhat crowded. With that in mind, we are seeking other sources 
of growth as part of our diversification. One such secular growth theme that has lately been gaining widespread 
attention is obesity drugs. 
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Growth assets topic: What are GLP-1 and GIP? 

Glucagon-like peptide-1 (GLP-1) and glucose-dependent insulinotropic polypeptide (GIP) are hormones in the 
gastrointestinal tract responsible for stimulating insulin secretion.  Pharmaceutical companies had developed long-
acting GLP-1-mimicking drug for diabetes, but they soon discovered that patients were losing weight as their appetite 
was suppressed. These incretins also slow down gastric emptying, which increases the patient’s sense of fullness. Due 
to its safety profile and weight-loss efficacy, a higher dose standalone obesity drug was approved by the US Food and 
Drug Administration (FDA) in 2021. 

GIP acts in a similar way to GLP-1 by stimulating metabolism, particularly fat burning. Hence, it was added together 
with GLP-1, which increased the efficacy of weight loss. The dual-acting obesity drug was finally approved specifically 
to treat obesity in 2023. 

More recently, these drugs were approved by the FDA for the prevention of cardiovascular diseases; ongoing trials 
aim to show their effectiveness in reducing various diseases such as chronic kidney diseases, apnoea and diabetes. 
With the approvals by authorities, we believe it would pave the way for insurance coverage and make these drugs 
available to the general public. The total addressable market size for these drugs is projected to grow from US dollar 
(USD) 14 billion to USD 128 billion by the turn of the decade. 

Chart 1: Estimated global obesity market opportunity 

 

Source: Bloomberg June 2024 

We think that the theme is still in its early stages with significant growth potential ahead. In terms of performance, 
companies with obesity drugs have done significantly better than those without. When we compare the two largest 
pharmaceutical companies with obesity drugs with the two largest pharmaceutical companies (by market 
capitalisation) without obesity drugs, we can see a big difference in performance over time. 

Chart 2: Companies with obesity drugs (GLP-1/GIP) versus those without 

  
Rebased to 100 on July 2021 

Source: Blomberg July 2024 

0

20

40

60

80

100

120

140

2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E 2034E 2035E

(U
SD

, b
ill

io
n)

0
50

100
150
200
250
300
350
400
450

GLP-1 / GIP drug companies MSCI AC World Healthcare Index

Non GLP-1 / GIP drug companies



GLOBAL MULTI-ASSET QUARTERLY Q2 2024 

 

 YOUR GOALS, OUR COMMITMENT. 4 
For sophisticated investors only •en.nikkoam.com 

 

We think that the incumbent companies will likely face more competition over time. However, the lengthy process of 
obtaining FDA approvals and the huge capex involved in setting up production should continue to benefit the 
incumbents as they innovate and evolve their product offerings. For example, they might come up with new methods 
of administration like oral application and thereby develop moat-like franchises.  

Conviction views on growth assets 

— Adding to US secular growth: US tech-related stocks continued marching higher as 
secular and cyclical tailwinds remain strong. Within the US, non-tech stocks lagged the 
broader rally but we expect them to start catching up as the economy slows and 
inflation comes under control against the backdrop of a more dovish monetary policy. 

— Adding to Europe with elections out of way: We believe Europe provides balance in a 
portfolio context, offering value and cyclical growth opportunities at still attractive 
valuations, particularly with anticipated rate cuts. The UK is also seen offering valuation 
opportunities with rate cuts likely on the horizon. 

— Taking some profit in Japan equities: We reduced our overweight to Japan in order to 
add to the US and Europe, where we see better risk rewards. We are still convinced of 
the structural reform story in Japan, where we expect companies to start deploying 
their capital via capex or by returning it to shareholders. 

— Still positive on commodity-linked equities: We continue to maintain our overweight 
position as the asset class continues to provide good diversification opportunities 
against inflation. The fundamentals of the sector remain compelling due to both 
cyclical and secular factors. 

Defensive assets: summary of score changes in Q2 

Score changes within defensive assets were relatively small compared to growth assets. We upgraded DM sovereigns 
gradually over the quarter to a smaller underweight, as the recent bond sell-off and potential for rate cuts make the 
asset class more attractive. However, since yield curves are still highly inverted in major markets, we prefer to remain 
underweight on long-dated bonds. The portfolios are currently positioned to take advantage of rate cuts occurring 
in Canada and Europe. The two locations have long been viewed as the most likely to move rates first due to their 
below-trend growth and the rapid pace at which inflation is returning to the targets set by their central banks. This 
stands in contrast with the US, where inflation remains above 3% and growth looks more resilient than expected. 
While we think that the Fed could adopt a more hawkish stance than the market expects, we also believe that it is 
preparing for its first rate cut later in 2024. 

On the other hand, we downgraded IG credits from overweight to neutral. Credit spreads have continued to shrink 
and have now hit rather tight levels in certain countries including the US, outside of which locations such as Australia, 
Canada and Europe remain attractive. We also slightly downgraded EM local currency sovereigns but maintained 
them as overweight. Within the asset class, we continue to like India in view of the continuation of policies under 
Indian Prime Minister Narendra Modi’s administration following his election win. The stability of the Indian rupee is 
also a positive for us. Meanwhile, gold was maintained as overweight throughout the quarter and is still considered 
as an effective hedge not just against growth assets but also against excessive government spending. 

Defensive assets topic: French elections  

French President Emmanuel Macron took a huge gamble at the beginning of June by calling for early parliamentary 
elections after having suffered a heavy defeat in European Parliament elections. This spooked the markets, and 10-
year French bond yields climbed as much as 12 basis points to 3.28%. Investors were worried about far-right populists 
taking control of the parliament and pursuing major parts of Le Pen’s expansive fiscal and protectionist “French first” 
agenda. Since France has one of the larger deficits in Europe, any political party with the power to expand the deficit 
could be viewed negatively by the market. 
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Chart 3: French government bond yields spike after Macron calls for snap election 

 
Source: Bloomberg, July 2024 

To the surprise of many, the second round of voting for the French elections early in July ended with the left-wing 
New Popular Front (NFP) party winning the most seats, while Macron’s centrist party won the second largest number 
of seats and Le Pen’s National Rally party trailing in third.  

The NFP party campaigned on left-leaning policies, which include increasing the minimum wage, capping the prices 
of essential goods and undoing the pension reform that increased the retirement age to 64. The party proposed 
increasing tax rates on businesses to fund the spending, trying to show that the overall cost of their program would 
be neutral. Given France has one of the larger fiscal deficits in the eurozone at around -5.5% of GDP, the bond market 
was right to be unnerved about what these policies could represent.  

Positively, however, given that it is a hung parliament and each party is almost equally represented, this means that 
it will be difficult for any true legislative change to be pushed through. This will create instability for the French 
political system. However, it creates more certainty for financial markets, and much like the Indian election result, it 
may eventually be viewed as a neutral outcome. We would expect the French/German government bond yield spread 
to continue contracting towards its pre-snap election level; considering the interest rate-cutting cycle that the 
European Central Bank is entering, we continue to favour French government bonds as a defensive asset within 
portfolios. 

Conviction views on defensive assets 

— Short-dated IG credit: Credit spreads remain at fair levels, but many markets still exhibit 
inverse yield curves, making longer-dated credit less appealing. Until curves steepen, 
shorter-dated credit is likely to remain our preference. 

— Gold remains an attractive hedge: Gold has been resilient in the face of rising real yields 
and a strong dollar, while proving to be an effective hedge against geopolitical risks 
and persistent inflation pressures. 

— Attractive yields in EM: Real yields in this sector are generally very attractive, and we 
have a preference for quality EM currencies which can provide strong levels of yield, 
such as the Indian rupee. 
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Process 
In-house research to understand the key drivers of return: 
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Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution 
only under such circumstances as may be permitted by applicable laws. This document does not constitute personal investment advice or a 
personal recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are 
recommended to consult with their independent tax, financial and legal advisers prior to any investment. 

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or 
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM’s investment strategy in any way. The 
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not 
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or 
liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or 
prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own 
judgment. Opinions stated in this document may change without notice. 

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of 
future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment. 
The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell. 

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided 
that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements. 

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko 
AM is strictly prohibited. 

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it 
intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No. 
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association. 

United Kingdom: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United 
Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial promotion for the purposes of the 
Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at professional 
clients as defined in the FCA Handbook of Rules and Guidance.  

Luxembourg and Germany: This document is communicated by Nikko Asset Management Luxembourg S.A., which is authorised and regulated in 
the Grand Duchy of Luxembourg by the Commission de Surveillance du Secteur Financier (the CSSF) as a management company authorised 
under Chapter 15 of the Law of 17 December 2010 (No S00000717) and as an alternative investment fund manager according to the Law of 12 July 
2013 (No. A00002630). 

United States:  This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. An offering of any investments, 
securities or investment advisory services with respect to securities may only be made by receipt of relevant and complete offering documentation 
and agreements, as applicable. Any offering or distribution of a Fund in the United States may only be conducted via a licensed and registered 
broker-dealer or a duly qualified entity. Nikko Asset Management Americas, Inc. is a United States Registered Investment Adviser. 

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries 
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore. 
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Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only. 
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong. Nikko 
Asset Management Hong Kong Limited is a licensed corporation in Hong Kong. 

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It 
is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only. 

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer 
to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only 
and must not be passed to, issued to, or shown to the public generally. 

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti 
Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement 
or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public 
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing 
or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait. 

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated 
by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United 
Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in 
full or in part for any purpose whatsoever without a prior written permission from Nikko AME. 

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or 
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is 
not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not 
therefore benefit from any protections that would be available to such clients. 

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any 
time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or 
have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant 
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available to 
Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned in this document may not 
be eligible for sale in some states or countries, and they may not be suitable for all types of investors. 

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by 
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an 
offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive 
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of 
whatsoever nature within the territory of the Sultanate of Oman. 

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent 
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be 
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior 
written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries 
regarding the Strategies should be made to Nikko AME. 

United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute, 
a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a 
limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment 
in such Strategy, and (b) upon their specific request. 

The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority or any 
other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee only and should 
not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee's consideration thereof). 

No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd. 

Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be 
construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect to the eligibility of 
any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the 
applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered 
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such 
registered fund shall be conducted only through a locally licensed distributor. 

Canada: The information provide herein does not constitute any form of financial opinion or investment advice on the part of Nikko AM and it 
should not be relied on as such. It does not constitute a prospectus, offering memorandum or private placement memorandum in Canada, and 
may not be used in making any investment decision. It should not be considered a solicitation to buy or an offer to sell a security in Canada. This 
information is provided for informational and educational use only. 
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