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EUROPEAN EQUITIES: The GRANOLAS, eleven companies that have 

exhibited strong earnings growth, high & relatively stable margins, and 

low volatility, contributed to over 50% of the STOXX 600 performance 

over the past twelve months, comparable to the Magnificent 7’s 

contribution to S&P 500 returns. The GRANOLAS have historically 

offered better risk-adjusted returns than the Magnificent 7 and are 

currently priced at a 30% P/E discount. We expect both mega-cap 

baskets to deliver strong performance in the short and medium term.

US EQUITIES: The current earnings season highlights ongoing 

fundamental strength of the Magnificent 7 stocks; EPS has grown by 60% 

year-over-year for these seven names, versus a modest EPS contraction 

for the rest of the S&P 500. Accordingly, GIR has raised their year-end 

S&P 500 price target to 5200 on the back of a stronger 2024 EPS 

estimate of $241 (previously $237), reflecting 8% year-over-year growth.

RATES: Short-end rates may remain stickier than previously expected 

given the Fed’s recent hawkish bias, though we believe that longer-dated 

fixed income is poised to outperform cash in the near-term. Investors 

waiting for a signal, such as the dis-inversion of the yield curve, may be 

disappointed, as intermediate yields have historically fallen prior to such 

dis-inversions. In turn, we favor neutral portfolio duration positioning.

SMALL CAPS: We expect small cap performance to be robust in the next 

twelve months, barring a US recession. The Russell 2000 has historically 

outperformed the S&P 500 in US presidential election years by a median 

of 7 pp. Additionally, monetary easing has historically benefitted smaller, 

more financially-levered companies, with small caps outperforming large 

caps by 11 pp in the 12 months following the Fed’s first policy rate cut.

Current 3m 12m % ∆ to 12m

EQUITIES

S&P 500 ($) 5137 5000 5200 1.2

STOXX Europe (€) 498 490 510 2.5

MSCI Asia-Pacific Ex-Japan ($) 527 520 560 6.2

TOPIX (¥) 2709 2800 2900 7.0

RATES

10-Year Treasury 4.2 3.8 4.0 -19 bp

10-Year Bund 2.4 2.1 2.0 -41 bp

10-Year JGB 0.7 0.8 0.9 19 bp

CURRENCIES

Euro (€/$) 1.08 1.08 1.12 3.4

Pound (£/$) 1.27 1.28 1.35 6.7

Yen ($/¥) 150 145 140 -6.8

REAL ASSETS

Brent Crude Oil ($/bbl) 83.6 85 80 -4.3

London Gold ($/troy oz) 2074 2065 2175 4.9

MANUFACTURING: Depressed manufacturing activity has been driven 

by inventory destocking that corrected for an overshoot in 2022, a shift in 

consumer spending from goods to services, and weak growth in China. In 

the US specifically, ISM manufacturing activity has contracted for 16 

consecutive months, its third longest streak on record. With that said, we 

believe manufacturing activity has troughed and is poised for a rebound 

due to 1) resilient global growth, 2) impending monetary easing, and 3) 

increasing new orders.

GROWTH: International economic growth stalled in the second half of 

2023, with both Japan and the UK entering technical recessions. 

Regarding the former, rising tourism and our expectation of higher wages 

coming out of Shunto Wage Negotiations may provide a boost to 

consumption and in turn, demand-led inflation. Rising demand alongside 

corporate reform aimed at improving the financial positions of Japanese 

corporations should have stronger influence over future equity market 

performance than recent growth weakness, in our view.

MONETARY POLICY: The US has experienced a slight delay in 

disinflation, though we believe this reflects the lagged effects of strong 

wage growth in 2023, which may fade in coming months. With that said, 

FOMC members have expressed more concern about the risk of reflation 

than potentially weak growth caused by overly restrictive rates. As such, 

GIR now expects the Fed to deliver its first rate cut in June (previously 

May). A similar bias remains among BoE officials, informing GIR’s 

expectation of the first bank rate cut to also be delivered in June.
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Around the World

Equity markets today offer a balanced opportunity set regionally relative to the last market cycle, in our view, as key US indices 

have pulled forward optimistic investor expectations of lower inflation and resilient growth. With that said, we believe investing 

abroad should not be done with a broad brush, as we find that each region is home to unique prospects and challenges. Taking a 

trip around the world, we highlight trends that may drive future performance in three key regions: Japan, Europe, and India.

JAPAN: AMPLE BUYING POWER

Source: Bloomberg, BoJ, and Goldman Sachs 

Asset Management.

Inflation has been a burden for many 
economies over the last couple of years. 
For Japan however, it is a welcome 
development after deflationary pressures 
of prior decades have entrenched a 
conservative approach among domestic 
investors, with Japanese household 
equity participation still near just 10%. 
Declining real yields on cash investments 
alongside renewed equity market tax 
incentives for retail investors may serve 
as catalysts for a new source of flows into 
Japanese equities.

EUROPE: QUALITY GROWTH COMPOUNDERS

Source: Goldman Sachs GIR and Goldman 

Sachs Asset Management.

Similar to the US, Europe’s equity market 
has been dominated by a handful of 
companies: the GRANOLAS. This group 
of 11 stocks drove over 50% of STOXX 
600 returns last year and has delivered 
the same performance as the Magnificent 
7 since 2021, with roughly half of the 
volatility. These quality growth 
compounders have promising 
characteristics, investing 3x more in their 
future growth than the rest of market 
while trading at a reasonable 20x price-
to-earnings ratio.

INDIA: GETTING WHAT YOU PAY FOR

Source: MSCI, FactSet, and Goldman Sachs 

Asset Management.

The BSE Sensex justifiably trades at a 
slight premium to its 10-year average, in 
our opinion. Rising income levels, 
favorable demographics, and government 
capex spending are a few measures 
which may support strong economic 
growth in the coming years. Importantly, 
over the last decade, India has been one 
of the few emerging markets that has 
demonstrated a tight relationship between 
economic growth and market returns, 
suggesting strong expected future growth 
may translate to further index gains.

“We” refers to Goldman Sachs Asset Management. Top Section Notes: Source: Bloomberg, Bank of Japan, and Goldman Sachs Asset Management. 
As of February 27, 2024. Middle Section Notes: Source: Goldman Sachs Global Investment Research and Goldman Sachs Asset Management. As of 
February 12, 2024. “GRANOLAS” refers to the 11 largest European companies by market capitalization. Bottom Section notes: Source: MSCI, FactSet, 
and Goldman Sachs Asset Management. As of January 23, 2024. The economic and market forecasts presented herein are for informational purposes 
as of the date of this presentation. There can be no assurance that forecasts will be achieved. Please see additional disclosures at the end of this 
presentation. Past performance does not guarantee future results, which may vary.
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Important Information

1. Chart Source: Bloomberg, Goldman Sachs Global Investment 

Research, and Goldman Sachs Asset Management. As of February 

27, 2024. Charts shows trailing 12-month price returns of the 

Magnificent 7 and GRANOLAS. Additionally, the chart shows the 

Magnificent 7’s and GRANOLAS’ contribution to trailing 12-month price 

returns of the S&P 500 and STOXX 600, respectively. Finally, the chart 

shows the market capitalization of the Magnificent 7 and GRANOLAS 

as a percentage of the market capitalization of the S&P 500 and 

STOXX 600, respectively, as represented by the size of bubbles. 

Magnificent 7 refers to Apple, Microsoft, Meta, Amazon, Tesla, Nvidia, 

and Google. GRANOLAS refers to GSK, Roche, ASML, Nestle, 

Novartis, Novo Nordisk, L'Oreal, LVMH, Astrazeneca, SAP, and 

Sanofi.

2. Price targets of major asset classes are provided by Goldman Sachs 

Global Investment Research. Source: “Global equities gained 0.8%; 

Japan outperformed” – March 4, 2024.

Page 1 Definitions

ISM refers to the Institute for Supply Management

FOMC refers to the Federal Open Market Committee

GIR refers to Goldman Sachs Global Investment Research

BoE refers to the Bank of England

GRANOLAS refers to GSK, Roche, ASML, Nestle, Novartis, Novo Nordisk, 

L'Oreal, LVMH, Astrazeneca, SAP, and Sanofi

Magnificent 7 refers to Apple, Microsoft, Meta, Amazon, Tesla, Nvidia, and 

Google

EPS refers to earnings per share

Hawkish refers to a state of less accommodative monetary policy

Yield curve dis-inversion refers to short-dated interest rates falling below 

longer-dated interest rates

Duration refers to the sensitivity of the price of a bond to a change in 

interest rates

Pp refers to percentage points

Fed refers to the Federal Reserve

Page 2 Definitions

Top Section Notes: Chart shows year-over-year Japanese CPI growth in 

December 2021, December 2022, and January 2024. The chart also 

shows the percentage of household assets held in equities and currency 

and deposit accounts as of the end of calendar years 2021 and 2022 as 

well as at the end of 3Q 2023, the latest release of the Bank of Japan’s 

Flow of Funds Accounts. CPI refers to a consumer price index.

Middle Section Notes: Chart shows total returns of the Magnificent 7 and 

GRANOLAS since January 2021. Chart also shows the growth 

investment ratio for these two groups of stocks over the last five years. 

Growth investment ratio refers to corporate spending on growth CAPEX 

and research & development as a percentage of cash flow from 

operations. Chart also shows the forward 12-month price-to-earnings 

ratio of these two groups of stocks, which divides current prices by 

consensus 12-month earnings expectations.

Bottom Section Notes: Chart shows annualized nominal gross domestic 

product growth, MSCI index performance, and earnings growth for a 

variety of emerging markets between 2011 and 2022. AeJ refers to Asia 

Ex-Japan. Capex refers to capital expenditures.

Index Benchmarks

The S&P 500 Index is the Standard & Poor's 500 Composite Stock 

Prices Index of 500 stocks, an unmanaged index of common stock prices. 

The index figures do not reflect any deduction for fees, expenses or 

taxes. It is not possible to invest directly in an unmanaged index.

The Russell 2000 Index measures the performance of the small-cap 

segment of the US equity universe. The Russell 2000 Index is a subset of 

the Russell 3000 Index representing approximately 10% of the total 

market capitalization of that index. It includes approximately 2000 of the 

smallest securities based on a combination of their market cap and 

current index membership.

The STOXX Europe 600 Index is derived from the STOXX Europe Total 

Market Index (TMI) and is a subset of the STOXX Global 1800 Index. 

With a fixed number of 600 components, the STOXX Europe 600 Index 

represents large, mid and small capitalization companies across 18 

countries of the European region. 

The Japan TOPIX Index is a capitalization-weighted index of the largest 

companies and corporations that are found in the First Section of the 

Tokyo Stock Exchange.

The BSE SENSEX index is a free-float market-weighted stock market 

index of 30 well-established and financially sound companies listed on 

the Bombay Stock Exchange.

Risk Considerations

Equity securities are more volatile than bonds and subject to greater 

risks. Foreign and emerging markets investments may be more volatile 

and less liquid than investments in US securities and are subject to 

the risks of currency fluctuations and adverse economic or political 

developments. Investments in commodities may be affected by changes 

in overall market movements, commodity index volatility, changes in interest 

rates or factors affecting a particular industry or commodity. The currency 

market affords investors a substantial degree of leverage. This leverage 

presents the potential for substantial profits but also entails a high degree 

of risk including the risk that losses may be similarly substantial. Currency 

fluctuations will also affect the value of an investment.

Investments in fixed income securities are subject to the risks associated 

with debt securities generally, including credit, liquidity, interest rate, call 

and extension risk.

International securities may be more volatile and less liquid and are subject 

to the risks of adverse economic or political developments. International 

securities are subject to greater risk of loss as a result of, but not limited to, 

the following: inadequate regulations, volatile securities markets, adverse 

exchange rates, and social, political, military, regulatory, economic or 

environmental developments, or natural disasters.

Emerging markets investments may be less liquid and are subject to 

greater risk than developed market investments as a result of, but not 

limited to, the following: inadequate regulations, volatile securities markets, 

adverse exchange rates, and social, political, military, regulatory, economic 

or environmental developments, or natural disasters.

Commodities greater volatility than investments in traditional securities. 

Investments in commodities may be affected by changes in overall market 

movements, changes in interest rates, or factors affecting a particular 

industry or commodity. Commodities are also subject to social, political, 

military, regulatory, economic, environmental or natural disaster risks.

The risk of foreign currency exchange rate fluctuations may cause the 

value of securities denominated in such foreign currency to decline in 

value. Currency exchange rates may fluctuate significantly over short 

periods of time. These risks may be more pronounced for investments 

in securities of issuers located in, or otherwise economically tied to, 

emerging countries. If applicable, investment techniques used to attempt 

to reduce the risk of currency movements (hedging), may not be effective. 

Hedging also involves additional risks associated with derivatives.
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General Disclosures

This information discusses general market activity, industry or sector 

trends, or other broad-based economic, market or political conditions and 

should not be construed as research or investment advice. This material 

has been prepared by Goldman Sachs Asset Management and is not 

financial research nor a product of Goldman Sachs Global Investment 

Research (GIR). It was not prepared in compliance with applicable 

provisions of law designed to promote the independence of financial 

analysis and is not subject to a prohibition on trading following the 

distribution of financial research. The views and opinions expressed may 

differ from those of Goldman Sachs Global Investment Research or other 

departments or divisions of Goldman Sachs and its affiliates. Investors 

are urged to consult with their financial advisors before buying or selling 

any securities. This information may not be current and Goldman Sachs 

Asset Management has no obligation to provide any updates or changes.

Indices are unmanaged. The figures for the index reflect the reinvestment 

of all income or dividends, but do not reflect the deduction of any fees or 

expenses which would reduce returns. Investors cannot invest directly 

in indices.

Any reference to a specific company or security does not constitute a 

recommendation to buy, sell, hold or directly invest in the company or its 

securities. It should not be assumed that investment decisions made in 

the future will be profitable or will equal the performance of the securities 

discussed in this document.

Neither MSCI nor any other party involved in or related to compiling, 

computing, or creating the MSCI data makes any express or implied 

warranties or representations with respect to such data (or the results to 

be obtained by the use thereof), and all such parties hereby expressly 

disclaim all warranties of originality, accuracy, completeness, 

merchantability, or fitness for a particular purpose with respect to any of 

such data. Without limiting any of the foregoing, in no event shall MSCI, 

any of its affiliates or any third party involved in or related to compiling, 

computing or creating the data have any liability for any direct, indirect, 

special, punitive, consequential or any other damages (including lost 

profits) even if notified of the possibility of such damages. No further 

distribution or dissemination of the MSCI data is permitted without MSCI’s 

express written consent.

Views and opinions expressed are for informational purposes only and do 

not constitute a recommendation by Goldman Sachs Asset Management 

to buy, sell, or hold any security, including any Goldman Sachs product or 

service. Views and opinions are current as of the date of this document 

and may be subject to change, they should not be construed as 

investment advice. 

Goldman Sachs Asset Management leverages the resources of Goldman 

Sachs & Co. LLC subject to legal, internal and regulatory restrictions.

Although certain information has been obtained from sources believed 

to be reliable, we do not guarantee its accuracy, completeness or 

fairness. We have relied upon and assumed without independent 

verification, the accuracy and completeness of all information available 

from public sources.

Economic and market forecasts presented herein reflect a series of 

assumptions and judgments as of the date of this document and are 

subject to change without notice. These forecasts do not take into 

account the specific investment objectives, restrictions, tax and financial 

situation or other needs of any specific client. Actual data will vary and 

may not be reflected here. These forecasts are subject to high levels of 

uncertainty that may affect actual performance. Accordingly, these 

forecasts should be viewed as merely representative of a broad range of 

possible outcomes. These forecasts are estimated, based on 

assumptions, and are subject to significant revision and may change 

materially as economic and market conditions change. Goldman Sachs 

has no obligation to provide updates or changes to these forecasts. Case 

studies and examples are for illustrative purposes only.

Goldman Sachs does not provide legal, tax or accounting advice, unless 

explicitly agreed between you and Goldman Sachs (generally through 

certain services offered only to clients of Private Wealth Management). 

Any statement contained in this document concerning US tax matters is 

not intended or written to be used and cannot be used for the purpose of 

avoiding penalties imposed on the relevant taxpayer. Notwithstanding 

anything in this document to the contrary, and except as required to 

enable compliance with applicable securities law, you may disclose to 

any person the US federal and state income tax treatment and tax 

structure of the transaction and all materials of any kind (including tax 

opinions and other tax analyses) that are provided to you relating to such 

tax treatment and tax structure, without Goldman Sachs imposing any 

limitation of any kind. Investors should be aware that a determination of 

the tax consequences to them should take into account their specific 

circumstances and that the tax law is subject to change in the future or 

retroactively and investors are strongly urged to consult with their own 

tax advisor regarding any potential strategy, investment or transaction.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR 

SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY 

PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR 

UNLAWFUL TO DO SO. 

Past performance does not guarantee future results, which may 

vary. The value of investments and the income derived from 

investments will fluctuate and can go down as well as up. A loss 

of principal may occur. 

© 2024 Goldman Sachs. All rights reserved. 
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For more information contact your Goldman Sachs sales 

representative. 
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