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Global macro outlook 2024

Ten predictions

Much like this report in 2023, global conditions will remain unique and defy a confident overall
summary; thus, here are ten predictions on some particularly noteworthy factors.

By John Vail, Chief Global Strategist
December 2023

1. 2024’s unique characteristics

The odds are significant for a gradually growing global economy with decelerating inflation, but there are numerous
factors, many of which are listed below, that will likely make investment conditions far from propitious or even reliably
stable. Thus, we still believe that investors should not rely heavily on traditional models of previous economic and
financial market recoveries, especially ones that worked best since the mid-1990s, as we remain in a unique era; rather,
they should maintain a somewhat cautious and balanced perspective, with targeted risk-taking in select countries,
sectors and stocks, as described in our other 2024 outlook pieces. Indeed, active stock selection, in particular, will be
just as important in 2024 as it was in 2023 (in the US, for instance, where the broader equity market hardly rose, but
the Magnificent 7 surged and represented a very large portion of index appreciation), so special attention is required
in selecting managers who have excelled in the last several challenging years.

2. Western central banks will keep rates quite high to hamper “second-round
effects”

These “effects” will be the key factor in how inflation evolves, and rate cuts may start much later than consensus
expects. Labour's wage demands, coupled with the strikes and harmful supply shocks usually affiliated with such,
obviously stand out, but the perceived “pricing power” of corporations and landlords will also be key, and they all will
be watching how determined central banks will be to maintain high rates given the increasing political pressure as
economies weaken further. Like we noted a year ago, this is most true in Europe, where inflation is the highest in the
developed world and where labour is very powerful, especially in key political, infrastructure and economic channels.
The media is covering only the largest strike actions, but there are many barely covered ones, so investors should
often screen the news themselves for such. Conversely, countries with low labour demands should have an advantage
economically, especially Japan and much of Asia.
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3. China’s positive pivots

China, much like a year ago, faces a particularly uncertain year ahead. Just at the November 2023 APEC meeting, it
pivoted towards a truce with the US, but it remains to be seen how long such can withstand any sort of divisive events,
like the weather balloon episode, that (forgive the pun) can blow the relationship off course again. The Taiwan
election especially comes to mind, as does the trend in reciprocal economic sanctions. The EU, UK, Japan and Australia
are also greatly hoping for improved relations that help domestic economic growth. China’s economic recovery will
likely continue at a moderate pace and its recent renewal in the financing of property development, just like a year
ago this time, was a major pivot in policy that will likely support economic growth, although the previous mania for
purchasing property and the economy’s reliance on such will continue to be diminished. Clearly, all sides would
benefit from a respite in economic and political tensions, so the incentives for success are very high. For its part, China
will likely resume purchases of US Treasuries after major sales in 2022 and 2023. It also desires a more stable backdrop
as it addresses the weakness in its housing sector and parts of its financial markets, while also improving the troubling
situation for ordinary citizens and local governments. Meanwhile, US and other countries’ corporations, especially
Apple, hope that their factories there can keep producing despite various restrictions, that China will remain an
important client and that the entire global supply chain will continue healing.

4. Geopolitics will continue to be a factor

The “Clash of Systems and Philosophy” will clearly continue, especially with Russia, Iran and China pursuing their own
path. The Russia-Ukraine war will likely continue quite violently through much of 2024, but possibly in much less
bloody way later in the year, so this may calm risk markets. The Middle East remains of clear concern, especially how
Iran reacts to current developments, although there are many signs that no sides desire a widespread conflagration.
If matters worsened in either of these regions, oil prices would likely become an unhelpful factor for the global
economy, as would risk sentiment in general. In Asia, Taiwan will be important to watch given its January Presidential
election, as China’s reaction to a William Lai victory would likely become problematic. One hesitates to mention North
Korea, as it is a perennial, unpredictable worry, but hopefully China will restrain it from its increasingly provocative
actions so that the opposing parties can reduce tensions.

5. US elections

It is impossible to accurately predict the outcome for the Congressional and Presidential elections, as much depends
on factors during the year ahead. As for the latter, my only prediction is that it will not conform to current consensus
about the two top candidates for victory, and that it will be quite a wild ride. One needs to recall that much of the US
governing process is fairly stable in nature, so the effects will likely be less extreme than the media headlines indicate.
This latter fact is likely true for the UK, as well, although the ability of the Labour Party to effect changes would likely
be greater than any potential changes in the US.

6. Besides elections, domestic politics will be important

Just like we noted a year ago, fiscal stimulus globally is already greatly constrained due to fears of its inflationary
effects and as interest expenses surge, but even the normal functioning of fiscal affairs may encounter significant
turbulence. In the US, the Republican control of the House of Representatives will continue to cause major disputes,
including on fiscal affairs, and if a financial market or economic accident somehow occurs, action will need to be taken.
House investigations of various political matters are also likely to cause great discord as well. Like the prediction a
year ago, in Europe, political dissent beyond strikes is likely to be intense—especially as energy subsidies wane due
to the need for fiscal restraint. Incumbent parties on both sides of the political spectrum are losing favour, with a tilt
towards more conservative parties. Asia, however, again looks much calmer on the political front, which should help
its economic and financial market performance.

Any reference to a particular security is purely for illustrative purpose only and does not constitute a recommendation to buy, sell or hold any security.
Nor should it be relied upon as financial advice in any way.
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7. Credit markets

Perhaps the greatest surprise in 2023 was credit markets’ resilience, especially in the US. Although we did not predict
a major worsening in such in our predictions, they clearly were of concern for nearly everyone, especially the role of
private equity and private credit. We did warn, however, about extreme volatility and upsetting events in the crypto
space, which clearly occurred. Meanwhile, the US banking scare in March 2023 was prevented from becoming a wider
credit crisis by effective Federal Reserve and US government actions. Of course, credit markets weakened, defaults
increased, especially in commercial property markets, personal lending and other areas, but not to shocking levels.
2024 will likely see continued worsening, but in ways that are reasonably predictable. Many credit investors now have
regained confidence that the next Fed and ECB moves are cuts and, thus, while still cloudy, the investment skies ahead
are less dark, which should keep markets reasonably well supported.

8. For overall global risk markets, one should expect neither “Doom and
Gloom"” ahead, nor a Goldilocks scenario

This point seems worth repeating. Although the S&P 500 greatly exceeded most predictions for 2023, as noted above,
the average stock was quite soft. In Japan, stocks surged in local currency terms, but much more moderately in USD
terms. The US equity market is even more expensive than a year ago at this time, so a strong rally seems unjustified
from current levels, but most other countries are reasonably fairly valued and could perform well, although forex
exchange factors will likely continue to play an important role. Europe, however, is suffering from unique difficulties,
so it may be quite a struggle uphill. Within this backdrop, stock and sector selection will clearly be the most important
key to achieve positive returns. As for Japan, nearly all power centres want the yen to stabilise around current levels,
and if such occurs, it is my experience that countries that emerge strongly after currency weakness often achieve
good equity returns in USD terms ahead.

9. Avoid over-reacting to short-term scares

Many macro-economic, corporate earnings and credit shocks likely lie ahead in the quarters ahead, as the global
economy remains in a semi-stagflationary period in which former excesses are “cured;” however, this is part of the
healing process in which the intermediate-term equity outlook is actually improving, so investors should not panicin
the short-term. Indeed, as for corporate earning shocks, as long as such are not far below analysts’ estimates, investors
may forgive such, especially if the overall outlook remains positive.

10. Peaking problems

This may be a holiday-inspired wish, for both mankind and for investors like us, rather than a completely objective
prediction, but a year from now, the world will likely face fewer huge immediate challenges. As Hamlet lamented, we
have endured endless “slings and arrows of outrageous fortune” for many years and it is hard to imagine such
worsening except as dire tail risks. Many of the poor economic and financial conditions, as mentioned above, both in
the recent past and through 2024, are part of the healing process, and while our political problems are unlikely behind
us, their shock value will likely fade. Such would allow the world to face the longer-term structural challenges more
effectively.

Conclusion

We greatly hope that these comments, as well as the other outlook pieces, will prove useful to our investors and we
are always willing to address their thoughts and questions. We could all use a bit of good luck in the year ahead after
the tumult of the last few years.
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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 Secateur Financier (the CSSF) as a management company authorised
under Chapter 15 of the Law of 17 December 2010 (No SO0000717) 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. 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.

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
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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.
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