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FOMC Meeting
Date
  

Rate Change 
(basis points)
  

Federal Funds
Rate
  

18-Sep-24 -50 4.75% to 5.00%

26-Jul-23 25 5.25% to 5.50%

 3-May-23 25 5.00% to 5.25%

22-Mar-23 25 4.75% to 5.00%

1-Feb-23 25 4.50% to 4.75%

14-Dec-22 50 4.25% to 4.50%

2-Nov-22 75 3.75% to 4.00%

21-Sep-22 75 3.00% to 3.25%

27-Jul-22 75 2.25% to 2.50%

16-Jun-22 75 1.50% to 1.75%

5-May-22 50 0.75% to 1.00%

17-Mar-22 25 0.25% to 0.50%

The macro outlook supports risk assets with healthy global economic growth and moderating
inflation, allowing central banks to start cutting interest rates. We are positive on Asia
equities with many of the Asian markets having their unique positive drivers. We remain
positive on Japan equities despite heightened market volatility after the Bank of Japan hiked
rates in July, as fundamentals remain positive for a longer term. We like short-dated
Investment Grade bonds as the current inverted yield curve offers investors attractive
absolute yield for their investments.    
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MARKET OUTLOOK AND STRATEGY

Global economic growth is healthy despite manufacturing not picking up as much as anticipated, as
service activities have remained strong. Inflation has also moderated globally, clearing the path for
central banks to start the rate-cutting process, which is positive for risk assets. 
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The US economy appears headed for a soft landing. The labour market has lost momentum, but
consumer spending remains healthy, supported by steady income gains. The manufacturing sector
(except for computers and electronics) continues to stagnate, with companies reducing production
as new orders slow.

2.

The Eurozone's economic recovery has been slow. The unemployment rate, though still high,
declined gradually in recent months, supported by a resilient service sector offsetting weaknesses in
manufacturing. The manufacturing sector in the Eurozone continues to suffer from a lack of
productivity-enhancing investment, higher energy costs, and intensifying China's competition for
export markets.

3.

Figure 1: Federal Reserve interest rate hikes to rate cuts ahead (2022-2024)

Source: Federal Reserve dated September 2024
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EQUITY

There is some de-risking from the Artificial Intelligence theme in the US equities market, and
investor interest has shifted to the rest of the US equities market. Financial fundamentals also
support a broader rally with decent earnings expectations for the general market in the third
quarter. The uncertainty from the tight US presidential election could be a factor for greater short-
term volatility, but we remain positive on US equities over the next 12 months, given that we are
cutting interest rates into a soft landing while supported by decent corporate earnings growth over
the next few quarters.

7.
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We are positive on North Asian equities except for China equities, which lack the necessary policy
support to drive a market re-rating. 8.

We are positive on South Korea equities as the Value Up Program continues to drive greater value
for shareholders, and we are positive on Korean defense contractor names that benefit from
increasing defense budgets globally. We are positive about Taiwan equities and the long-term
growth potential from artificial intelligence investments, especially with Taiwan foundries being a
critical component in this story. We would wait for better opportunities during a pullback to add to
India equities due to rich valuations though we remain positive on India’s structural story.

9.

The Bank of Japan kept its policy settings unchanged in September instead of continuing its interest
rate hiking cycle, citing upside risks to inflation from a weaker yen and rising import prices have
diminished and that there is time to consider making further changes.

6.

With inflation on a sustainable path to target and as downside growth risk edges up, the Federal
Reserve started with 50 basis points cut in September and with the dot plot projecting further
easing ahead. The European Central Bank (ECB) cut its deposit rate by 25 basis points as expected
and narrowed the corridor in line with the recent changes to its operational framework. The ECB
remains on a path of gradual rate normalization, guiding toward quarterly 25 basis points cuts.

5.

In China, industrial production slowed further, as reflected in the official manufacturing purchasing
manufacturers index (PMI) in August. The official non-manufacturing PMI also remained soft even
after accounting for summer holiday spending. Deflationary pressure is building in China, with
excess capacity building. So far, policy measures to rescue the property market and support
consumption have had a relatively muted impact. China would require more proactive fiscal
measures and more dovish monetary policies to support growth and address the deflationary
pressure.

4.
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*All data are sourced from Lion Global Investors and Bloomberg as at 20 September 2024 unless otherwise
stated.

FIXED INCOME

We are positive on Investment Grade bonds which are supported by benign macro environment
and strong corporate fundamentals. Spreads, though tight, are likely to remain stable with interest
rates being the main driver of returns. We like short-dated Investment Grade bonds as the current
inverted yield curve offers investors attractive absolute yield for their investments. Investors are also
protected from the volatile price movements for long dated securities arising from interest rate
swings observed in the market lately. 

12.

We are positive on Japan equities despite heightened volatility in recent months after the Bank of
Japan (BoJ) surprised the market with a policy rate hike on 31st July, indicating the start of a rate
hike cycle. The Japanese Yen strengthened sharply against the US Dollar, and the unwinding of the
Yen-carry trade led to a sudden spike in market volatility. The BoJ has since calmed the Japanese
market by clarifying that they would not rate hikes during financial market instability. Despite the
prevailing cautious sentiment, we believe continuing corporate governance reforms and the return
of inflation in Japan will have a more significant positive impact on the market.

10.

We are also positive on ASEAN equities as they benefit from the US interest rate cuts. These
economies are also more domestic-oriented, which would act to diversify against North Asia’s
export-oriented economies. In Malaysia, we see opportunities in high-yield stocks, such as banks,
and stocks that benefit from the development of the data center industry in Malaysia. In Indonesia,
we are positive on high-quality domestic oriented banks with solid deposit franchises and quality
consumer names. In Thailand, we are positive on stocks in the consumer, healthcare, and tourism-
related sectors.

11.

Figure 2: Many markets in Asia have their own unique positive drivers

Source: Lion Global Investors, September 2024
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This advertisement or publication has not been reviewed by the Monetary Authority of Singapore. It is for
information only, and is not a recommendation, offer or solicitation for the purchase or sale of any capital
markets products or investments and does not have regard to your specific investment objectives, financial
situation, tax position or needs. Investments in the products mentioned herein are not obligations of,
deposits in, guaranteed or insured by LGI or any of its affiliates and are subject to investment risks including
the possible loss of the principal amount invested. You may wish to seek advice from a financial adviser
before making a commitment to undertake any investment. In the event that you choose not to seek advice
from a financial adviser, you should consider carefully whether the investment is suitable for you.

The information presented herein is for illustrative purposes only and should not be considered reflective of
any particular security, strategy, or investment product. It represents a general assessment of the markets at
a specific time and is not a guarantee of future performance results or market movement. Any opinions,
projections or forward-looking statements expressed herein or information presented (which includes
estimates, graphs, charts, formulae or devices) is subject to change or correction at any time without notice
and is not to be relied on as advice. You are advised to conduct your own independent assessment and
investigation of the relevance, accuracy, adequacy and reliability of any information contained herein and
seek professional advice on them. No warranty is given and no liability is accepted for any loss arising
directly or indirectly as a result of you acting on such information.

References to specific corporations/companies and/or their trademarks are not intended as
recommendations to purchase or sell investments in such corporations/companies nor do they directly or
indirectly express or imply any sponsorship, affiliation, certification, association, approval, connection or
endorsement between any of these corporations/companies and LGI or the products and services of LGI. It
should not be assumed that investment in the securities mentioned was or will be profitable. 

This publication is not intended for use by any person other than the intended recipient and may not be
reproduced, distributed or published without prior written consent of LGI. This publication may not be
distributed in any jurisdiction or to any person where such distribution is prohibited (including Canada,
Japan, the United States of America) or to US persons (as such term is defined in Regulation S under the US
Securities Act of 1933). 

©Lion Global Investors® Limited (UEN/ Registration No. 198601745D) is a Singapore incorporated
company, and is not related to any asset or fund management entity that is domiciled in Europe or the
United States.
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