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Source: FactSet, J.P. Morgan Asset Management. Data are as of 1 February 2024. 
Numbers are rounded off in the chart.

Figure 1:

Asia ex-Japan has the highest earnings per share growth estimate 2023 2024 2025 
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2023 2024 2023 2024
Magnificent 7 31.2% 25.6% 4.2% 4.5%
S&P 500 ex-Magnificent 7 -4.3% 7.4% -3.8% 6.1%
S&P 500 0.4% 10.6% 0.4% 10.6%

Is it time to look beyond the Magnificent Seven?
Magnificent Seven mega-stocks which include Nvidia, Meta Platforms, Apple, Amazon, 
Microsoft, Alphabet and Tesla, drove the bulk of S&P 500 returns and profits last year. This year, 
earnings growth may improve for the other 493 stocks as well as for Asian stocks. Is it time to 
diversify your portfolio? 
→ Driven by their leadership in Artificial Intelligence 

(AI), earnings per share (EPS) of Magnificent Seven 
companies grew by an estimated 31.2% last year. 
Meanwhile, the rest of the S&P 500 stocks saw a 
4.3% contraction in EPS growth. 

TOPIC 1: 

→ Consider diversifying into other quality large-cap stocks with resilient cash flows and strong balance sheets to 
benefit from better earnings growth expected from the broader stock market. 

→ Diversifying into Asia ex-Japan is another option as the region is likely to have higher economic growth this 
year due to recovery in exports and resilient domestic consumption. This provides tactical opportunities as 
Asia ex-Japan EPS growth is projected at 20% and 16% for 2024 and 2025 respectively (Figure 1). The region 
also offers appealing stock valuations and dividend yields.

What you can do

→ It may be a different story this year. The Magnificent 
Seven is expected to only contribute an estimated 
4.5% of the overall 10.6% profit growth for the S&P 500 
index in 2024, with the other 493 stocks accounting 
for the remaining 6.1% (Figure 1).

→ AI will continue to be a key driver of corporate 
performance for the Magnificent Seven, but it is 
uncertain if they can keep up high double-digit 
earnings growth as the global economy slows. 
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→ Whether the economy heads towards a soft landing or no landing, diversify your portfolio with multi-asset 
strategies to capture opportunities across different market cycles and asset classes, and lower portfolio risk.

What you can do

Will a no landing scenario happen? 
A no landing scenario where economic growth remains strong, inflation slows less, and 
central banks are forced to keep interest rates high has been increasingly discussed. 
What are the chances of this happening and how will it affect global markets?

→ Asset classes like stocks and bonds also perform 
differently in both scenarios (Figure 2). In a no landing 
scenario, resilient economic growth would boost 
corporate profits, and in turn, stock markets. However, 
risks could appear towards the end of the year if high 
interest rates lead to an eventual economic downturn.

→ The bond market will probably see limited short-term 
impact in a no landing scenario. If rate cuts are 
subsequently delayed, bonds will then underperform.

TOPIC 2: 

Figure 2:

Short-term impact of different economic scenarios on stocks and bonds
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* Soft landing outlook is based on levels of stocks and bonds as at end March 2024 and three interest rate cuts investors expect in 2024, and the possible impact on 
direction and magnitude of stock and bond movements ahead.

→ We expect a soft landing in the United States (US) 
where slowing economic growth and inflation allow 
the US Federal Reserve (Fed) to cut interest rates. 
However, investors should be mindful of a no landing 
scenario. 

→ It can be argued that a no landing scenario is just an 
extension of the current business cycle, and that the 
economy will eventually slow at some point. However, 
no landing affects monetary policy differently from 
soft landing.

→ In a soft landing scenario, interest rates are cut to 
support a slowing economy. On the other hand, when 
no landing happens, there would be fewer or even no 
rate cuts since the labour market stays resilient and 
inflation slows less than expected.
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→ Taking a broader view, there are still selective investment opportunities in China. First, anchor your portfolio with 
Core investments like multi-asset strategies. If you are willing and able to take risk, and are thinking of investing 
in China, consider doing so through a diversified Asia ex-Japan approach or via selected opportunities in China 
tech, electric vehicles, renewable energy and healthcare stocks.

What you can do

Figure 3:

Capital flows from Hong Kong to China have recently turned positive
Billions RMB, 28-day moving average

Source: FactSet, J.P. Morgan Asset Management.
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How has investing in China changed?
Pessimism had hung over China’s economy and stock markets over the past few 
months before the current recovery. After rebounding from its low in early February,  
is the slump in the Chinese stock market over? 

→ China’s latest economic data remains mixed. Consumer 
inflation (CPI) in February moved up to positive territory 
due to last year’s low base of comparison. However, 
producer prices (PPI) remained negative. Exports have 
picked up since 3Q 2023 even as the manufacturing 
purchasing managers’ index (PMI) is inconclusive. 

→ Policy targets and economic plans announced during 
the recent National People’s Congress (NPC) met 
market expectations. The ambitious GDP growth 
target of around 5% indicates the Chinese government 
will support the economy. However, significant 
monetary and fiscal policies are required to achieve 
this growth target. 

→ State intervention and national fund purchases  
have helped the Chinese stock market rebound from 
its low on 5 February, reversing the trend of capital 
outflows (Figure 3). Investors are now focusing on 
other drivers, such as the pace, magnitude and 
effectiveness of ongoing policy support, to boost 
both the real estate sector as well as private sector 
investments. However, aggressive bazooka style 
stimulus is unlikely as China is trying to strike a fine 
balance between economic  growth and financial 
system risks.

TOPIC 3: 



IMPORTANT NOTICE AND DISCLAIMERS:

The information contained in this publication is given on a general basis without obligation and is strictly for information purposes only. 
This publication is not intended to be, and should not be regarded as, an offer, recommendation, solicitation or advice to buy or sell any 
investment or insurance product and shall not be transmitted, disclosed, copied or relied upon by any person for whatever purpose. Any 
description of investment or insurance products, if any, is qualified in its entirety by the terms and conditions of the investment or insurance 
product and if applicable, the prospectus or constituting document of the investment or insurance product. Nothing in this publication 
constitutes accounting, legal, regulatory, tax, financial or other advice. If in doubt, you should consult your own professional advisers 
about issues discussed herein.

The information contained in this publication, including any data, projections and underlying assumptions, are based on certain 
assumptions, management forecasts and analysis of known information and reflects prevailing conditions as of the date of the publication, 
all of which are subject to change at any time without notice. Although every reasonable care has been taken to ensure the accuracy 
and objectivity of the information contained in this publication, United Overseas Bank (Malaysia) Bhd. ("UOB Malaysia")  and its employees 
make no representation or warranty of any kind, express, implied or statutory, and shall not be responsible or liable for its completeness 
or accuracy. As such, UOB Malaysia and its employees accept no liability for any error, inaccuracy, omission or any consequence or 
any loss/damage howsoever suffered by any person, arising from any reliance by any person on the views expressed or information 
contained in this publication.

Any opinions, projections and other forward looking statements contained in this publication regarding future events or performance 
of, including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or 
results. The information herein has no regard to the specific objectives, financial situation and particular needs of any specific person. 
Investors may wish to seek advice from an independent financial advisor before investing in any investment or insurance product. 
Should you choose not to seek such advice, you should consider whether the investment or insurance product in question is suitable for 
you.

This material issued by United Overseas Bank (Malaysia) Bhd. may be based in full or part on information sourced from J.P. 
Morgan Asset Management and may not represent views of the source in its entirety. Such information is educational in nature, should 
not be construed as research or advice and is not tailored for any specific recipient’s objectives.

Copyright © 2024 United Overseas Bank (Malaysia) Bhd. All Rights Reserved.
United Overseas Bank (Malaysia) Bhd. (Reg. No. 199301017069 (271809-K)).


