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Source: Nomura Asset Management based on Bloomberg data

Quarterly Financial Market Recap
The financial market during the July-September period of 2024 experienced significant volatility. In the first
half of the period, a rise in US unemployment rates heightened concerns over a potential recession, leading
to a substantial decrease in interest rates and a sharp drop in stock prices. Following this, expectations for
interest rate cuts by the Federal Reserve (Fed) grew, and as the Fed actually decided to cut rates by 0.5
percentage points, interest rates continued to decline. Meanwhile, US stock prices turned upward, supported
by easing expectations for the pace of future rate cuts, and reached a new all-time high. In the currency
market, the decline in US interest rates led to a weakening of the dollar. The yen, on the other hand,
appreciated significantly amid currency intervention by the government as well as the Bank of Japan’s
decision to implement additional rate hikes.

Note: The VIX and the MOVE are indexes that show the risk of future
volatilities of US stocks and US bonds, respectively.
Source: Nomura Asset Management based on Bloomberg data

Source: Nomura Asset Management based on Bloomberg data

Source: Nomura Asset Management based on Bloomberg data

10 Year Bond Yields in Major Countries

(January 2, 2019 - September 30, 2024, daily)

Major Equity Markets

(January 2, 2019 - September 30, 2024, daily)

Trends in VIX and MOVE

(January 2, 2019 - September 30, 2024, daily)

Yen and Euro against the US dollar

(January 2, 2019 - September 30, 2024, daily)
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Investment Environment Outlook

The US is expected to experience a mild decline in interest rates 
under a soft landing scenario.

Macroeconomic Outlook: US economy is expected to return to its potential growth rate.

In the US, inflation rates are decelerating, and labor
demand and supply are easing. As noted in our risk
scenario in the previous quarter, there are concerns
that the unemployment rate is approaching a critical
point where it could rise significantly. Consequently,
the Federal Reserve (Fed) can be said to have shifted
from being an 'inflation fighter' to a ‘supporter of the
labor market.'

Looking ahead, the pace and terminal rate of interest
rate cuts by major central banks in the US and Europe,
along with the Bank of Japan's rate hikes, will continue
to be the focal point for financial market participants.
Although the 'neutral interest rate‘, which neither
accelerates nor decelerates the economy, will serve
as a guideline for the terminal rate, estimating it
accurately within a narrow range is challenging.
Participants in the Federal Open Market Committee

(FOMC) provide approximations of the neutral rate on
a quarterly basis, and the median has been gradually
rising. In practice, after adjusting interest rates,
policymakers will assess the impact on the economy
and prices. Therefore, as central banks have stated, it
is fundamentally 'data-dependent,' and financial
markets may lack strong conviction about the terminal
rate in the latter half of the fiscal year (ending March
2025).

Moreover, depending on the results of the US
presidential and congressional elections on November
5, 2024, fiscal policy, tax policy, trade policy, and
immigration policy could change significantly from the
current state. In the short term, the uncertainty
surrounding the elections might lead to a decrease in
the risk tolerance of financial market participants.

In the US, there is a rule of thumb known as the 'Sahm
Rule,' which suggests that when the three-month
average unemployment rate exceeds the lowest rate
of the past 12 months by 0.5 percentage points, a
recession is indicated. Historically, once the
unemployment rate begins to rise, it tends to
overshoot. Recently, although the unemployment rate
has reached the threshold of the Sahm Rule, there
has not been a significant increase in layoffs. Even if
the pace of job growth slows somewhat in the future,
we estimate that the real income environment will
remain resilient.

Additionally, as the Fed shifts towards rate cuts, the
easing of financial conditions is expected to provide
some support to the economy. Assuming that
economic policies, such as fiscal and tax measures,
do not change significantly, we anticipate that the US
will continue to grow at an annual rate of about 2%
during the forecast period.

Investment environment in the second half of fiscal 2024:
Focus on the pace of US rate cuts and the presidential and congressional elections.

(Note) Forecast values from Jul-Sep 2024 onwards. The contributions to the
year-over-year change of real employee compensation are shown for the PCE
deflator, hourly wages, number of employees, and hours worked.
(Source) Complied by Nomura Asset Management based on data from the US
Department of Commerce and the US Department of Labor.

Figure 1. US Real Employee Compensation 
(from Jan-Mar 2023 to Oct-Dec 2025*, quarterly)
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Interest Rate Outlook: Market anticipates it will be difficult to incorporate terminal rate forecasts.

Monetary Policy Outlook: Major central banks aim for the neutral interest rate.

Against a backdrop of subdued inflation and rate cuts,
long-term interest rates in Europe and the US are
expected to decline. However, with a persistent view
that the neutral rate of interest is on the rise, market
participants may find it challenging to determine with
any certainty how far interest rates might be lowered
in the current rate-cutting phase. Looking ahead, until
the end of 2025, while we expect a downward trend in
US 10-year Treasury yields, we also believe that a
significant fall in interest rates is unlikely.

On the other hand, for long-term interest rates in
Japan, additional rate hikes and reduced government
bonds holdings by the BOJ could lead to rising long
term interest rates. However, global interest rate
trends are expected to limit the upward pressure or
could even exert downward pressure on rates in
Japan, resulting in 10-year government bond yields
fluctuating around 1%.

To adjust monetary tightening in the US and Europe
and monetary easing in Japan, central banks will work
towards adjusting interest rates towards the neutral
interest rate.

The Fed is expected to decide on rate cuts at every
meeting until concerns about the risk of the
unemployment rate overshooting (worsening) ease.
Given that measures to curb immigration will slow
labor supply, making it more difficult for the
unemployment rate to rise, we believe the pace of rate
cuts will slow down as we enter 2025.

The Bank of Japan (BOJ) expressed concerns about
downside risks to the US economy during its
September policy meeting. There is also a possibility
that financial markets may destabilize ahead of the US
presidential election. In our base scenario, we
anticipate the next rate hike to occur in January 2025.

(Note) The dots after Sep. 2024 represent our forecasts as of the end of each quarter.
(Source) Compiled by Nomura Asset Management based on data from Bloomberg.

Figure 2. Policy Interest Rates in Japan, the US, and 
Eurozone, and NAM Forecasts 

(Actual values from Jan 3, 2022, to Sep 20, 2024, daily)

(Source) Compiled by Nomura Asset Management based on data from
the Fed.

Figure 3. Long-run Fed Funds Rate Outlook by FOMC 
Participants (Median) 

(Mar. 2022 to Sep. 2024, quarterly)
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Equity Market Outlook: An upward trend with some fluctuations.

Currency Outlook: A gradual weakening of the US dollar.

In the basic scenario where the US economy
experiences a soft landing and rate cuts continue for
the time being, we expect stock prices to maintain an
upward trend.

However, in the short term, uncertainty surrounding
the US presidential and congressional elections may
lead market participants to hesitate in taking risks.
Looking at past trends in stock prices before and after
elections, there has been a tendency for instability
leading up to the elections, followed by what is
commonly referred to as a 'relief rally' afterward. From
a somewhat longer-term perspective, attention should
be paid to the high valuations.

While a stronger yen may pose some pressure on
corporate earnings, we believe Japanese stocks will
also continue to trend upward.

Against the backdrop of a slowing US economy and
the onset of rate cuts, we expect the US dollar to
depreciate. While the relationship between interest
rate differentials and exchange rates is not always
consistent, we believe that a narrowing of interest rate
differentials with the US will lead to an appreciation of
the euro and yen against the US dollar.

Regarding the yen, while there will likely be continued
downward pressure due to capital flows, there is also
a possibility of a slight improvement in the trade
balance as a result of falling crude oil prices. The level
of interest rate differentials between Japan and the US,
along with exchange rate volatility, may reduce the
appeal of yen carry trades, where funds are raised in
yen and invested in foreign currencies. In our base
case scenario, we anticipate that by the second half of
2025, the exchange rate will fall below 140 yen to the
dollar.

(Note) The US-Japan interest rate differential is calculated by subtracting the
Japanese 10-year government bond yield from the US 10-year Treasury yield.
(Source) Created by Nomura Asset Management based on data from
Bloomberg.

Figure 4. Japan-US Interest Rate Differential and Yen 
Exchange Rate against the US Dollar
(From Jan 3, 2022, to Sep 20, 2024, daily)

(Source) Compiled by Nomura Asset Management based on data
from Bloomberg.

Figure 5. PER and Long Term Interest Rates in the US
(Jan 1, 2010 to Sep 20, 2024, daily)
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Scenario analysis of US election results: Impact on financial markets.

Scenario analysis of US election results: Impact on the economy.

The forecast values for the US 10-year Treasury
yields under different scenarios were estimated taking
into account the above economic and inflation outlook,
monetary policy projections, and fiscal risk premiums.
In the scenarios where the inflation rate overshoots,
such as the 'Trump-Divided Government' and ‘Red
Sweep' scenarios, the Fed's interest rate cuts are
expected to be slower compared to the baseline,
resulting in higher long-term interest rates. Additionally,
in these two scenarios, we anticipate that the dollar
will appreciate compared to the baseline due to
interest rate differential factors.

It should be noted that this simulation does not take
into consideration the impact of risk sentiment in the
financial markets. In reality, we believe there is a high
risk of significant market fluctuations beyond the
estimated values.

Our basic scenario assumes that there will be no
significant shifts in US fiscal, tax, or trade policies after
2025. This can be interpreted as a ‘Harris-Divided
Government' scenario.

Using ‘Harris-Divided Government' as the baseline,
we conducted simulations to examine how the three
alternative election outcome scenarios could impact
the economy, prices, and monetary policy.

The results indicate that under a ‘Red Sweep' scenario,
the positive effects of fiscal expansion are offset by the
negative impacts of increased tariffs, leading to a
negative outcome for the economy, while prices may
rise due to tariff factors. If the Fed makes policy
decisions based on economic fundamentals, we
expect it to halt rate cuts earlier than in the baseline
scenario. (Note) Harris-Divided Government (Trump-Divided Government): A scenario in which

the President is Harris (Trump) and at least one of the two houses of Congress has a
majority controlled by the Republican (Democratic) Party.
(Source) Prepared by Nomura Asset Management based on various media reports.

Figure 6. US Election Results Scenario

(Source) * Forecast values from September 2024 onwards.
Compiled by Nomura Asset Management based on data from Bloomberg.

Figure 7. US 10Yr Treasury Yield Curve 
(Mar. 2024 to Dec. 2025*, quarterly)
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Note: Forecast as of September 20, 2024. 1) YoY, 2) GDP weighted average of US, Eurozone, Japan, UK, Canada, Australia, 3) GDP weighted average of China,
India, Brazil, Korea, Taiwan, Indonesia, Thailand, Malaysia, the Philippines, Hungary, Poland, Russia, Turkey, Mexico, and South Africa, 4) GDP weighted average of
2) and 3), 5) core consumer price, 6) for Japan the policy interest rate imposed on the current account deposits held by financial institutions at the Bank of Japan, for
the US the FF target range, for the Eurozone the central bank deposit interest rate, for China the 1-year loan prime rate, for Turkey, weighted average funding ratio of
the central bank, *As for forecast columns, actuals are prioritized if available.
Source: Oxford Economics, Bloomberg, and Nomura Asset Management

Global Financial Market Forecast

2022 2023 2024 2025
F F

Currency INR 82.7 83.2 84.0 82.0
(Per USD, IDR 15,568 15,397 15,400 15,000
End of Period) BRL 5.3 4.9 5.3 5.1

MXP 19.5 16.9 19.0 18.5
ZAR 17.0 18.3 18.0 17.0
TUR 18.7 29.5 37.0 44.0

Policy Interest Rate India 6.25 6.50 6.25 6.00
(%) Indonesia 5.50 6.00 6.00 5.00

Brazil 13.75 11.75 11.00 12.00
Mexico 10.50 11.25 10.25 8.25
S. Africa 7.00 8.25 7.75 7.00
Turkey  *6 9.04 42.50 50.00 30.00



The index used as references in material is as follows: (Includes indicators partially used and/or not shown.)

Index values, marks, and trademarks related to the Tokyo Stock Price Index (TOPIX) are the intellectual property of JPX
Market Innovation & Research, Inc. and its affiliates (hereinafter referred to as “JPX”). JPX retains all rights related to the
calculation of the index, releases of its values, and its usage, in addition to rights related to all relevant know-how, marks,
and trademarks. JPX does not guarantee nor assume any responsibility for errors, delays, or interruptions in the calculation
or release of TOPIX index values. This product is not offered, guaranteed, or sold by JPX. JPX shall not be liable for any
damages arising from the establishment, sale, or promotion activities of this products.

The “FTSE EuroFirst 300 Index” and “FTSE100 Index” (hereafter “Indices”) are calculated by FTSE International Limited
(hereinafter, “FTSE”) and all rights to the index are reserved. Neither FTSE, The London Stock Exchange PLC (hereinafter
“Exchange”), nor The Financial Times Limited (hereinafter “FT”), neither explicitly nor implicitly guarantee or pronounce
results gained by using the Indices and/or the values of the Indexes announced at a specific time, date, or by another
method. The Index is edited and calculated by FTSE. However, neither FTSE nor the FT assume any responsibility
(pertaining to negligence nor any other) towards any individual with regards to any errors in the Index, nor do they assume
the obligation to notify any individual of such errors.

MSCI indexes are the exclusive property of MSCI Inc.. MSCI and MSCI indices are service marks of MSCI or its affiliates.
Nomura Asset Management Co., Ltd. has been licensed to use these service marks for certain purposes. Neither MSCI,
MSCI affiliates, nor any other party involved in or related to the production or editing of MSCI indexes have made decisions
concerning the legality or compatibility of the funds and/or accounts noted herein, nor do they issue, support, recommend,
market, manage, or advertise the funds and/or accounts noted herein, nor do they guarantee or assume any responsibility
for the funds and/or accounts noted herein.

The Russell/Nomura Japan Stock Index and its sub-indices are produced by Russell Investments and Nomura Securities
Co., Ltd. All intellectual property rights and all other rights belong to Russell Investments and Nomura Securities Co., Ltd.
Russell Investments and Nomura Securities Co., Ltd. do not guarantee the accuracy, completeness, credibility, or usability
of the indexes, and assume no responsibility for investment performance, etc. of funds and/or accounts.

All intellectual property rights and all other rights to the "S&P500“ indices belong to Standard & Poor’s Financial Services
LLC.

"ICE BofA US High Yield Constrained Index SM/®" is a registered trademark of ICE Data Indices, LLC or its affiliates.

Bloomberg is a trademark and service mark of Bloomberg Finance L.P. Barclays is a trademark and service mark of
Barclays Bank plc used under license. Bloomberg Finance L.P. and its affiliates (collectively, "Bloomberg") or Bloomberg's
licensors are not responsible for the accuracy, completeness or reliability of the information contained herein. Bloomberg
Finance L.P. and its affiliates (collectively "Bloomberg") or Bloomberg's licensors have all exclusive rights to the Bloomberg
Barclays Indices.

This report was prepared by Nomura Asset Management Co., Ltd. (“Nomura Asset Management” or “NAM”) for information
purposes only. Although this report is based upon sources we believe to be reliable, we do not guarantee its accuracy or
completeness. Unless otherwise stated, all statements, figures, graphs and other information included in this report are as
of the date of this report and are subject to change without notice. The contents of this report are not intended in any way to
indicate or guarantee future investment results. Further, this report is not intended as a solicitation or recommendation with
respect to the purchase or sale of any particular investment. This report may not be copied, re-distributed or reproduced in
whole or in part without the prior written approval of Nomura Asset Management Co., Ltd.

Registration Number: Director-General of the Kanto Local Financial Bureau No.373
Membership: The Investment Trusts Association, Japan

Japan Investment Advisers Association
Type II Financial Instruments Firms Association

Index Hedge Clause

Important Information

Nomura Asset Management Co., Ltd.
2-2-1, Toyosu, Koto-ku,
Tel: 81 (0)3-6387-5000 (Main switchboard)
https://global.nomura-am.co.jp/
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