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The Janus Henderson Multi-Asset Team applies a “partnership and transparency” approach, providing access to 
differentiated insights, disciplined investments, and world-class service. This quarterly update shares the team’s  
views on market dynamics as well as the dashboard that informs their positioning across Janus Henderson’s range 
of multi-asset models and portfolios.



Macro overview 
	� The arrival of rate cuts from the 
Federal Reserve (Fed) has likely 
extended the economic cycle in 
the U.S. but the knock-on effects 
for the global economy may be 
limited as Europe and China face 
headwinds.

	� Economic data are supportive 
of a soft landing and a cycle 
extension but we are cautious of 
dramatically increasing exposure 
to risk because of the late-cycle 
backdrop. 

	� The benefits of lower U.S. 
inflation, rate cuts, and a resilient 
economy are accompanied by 
counterweights in the form of an 
uneven labor market and rising 
consumer defaults.

Forecast GDP growth
An extended cycle might translate to stabilizing  
– not rising – growth, meaning investors should 
approach risk with an abundance of caution.
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European economic surprises flash caution 
Celebrating green shoots in Europe within the 
services sector may have been premature as 
purchasing surveys catch up with negative surprises.
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China’s rally in perspective 
While the market welcomed China’s series of fiscal 
and monetary accommodation, further gains might 
depend on more stimulus and fundamental support.
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The combination of U.S. rate cuts and stimulus in China should lend support to the global 
economy. But we are still relatively late cycle and any incremental risk taking should be 
done with caution. China’s policy support, in our view, will need to continue if it is to meet 
the magnitude of the country’s economic challenges, and European data indicate renewed 
headwinds. Equities and bonds were quick to price in the cycle’s extension, leaving valuations 
vulnerable to downgrades in expectations.

Adam Hetts
Global Head  
of Multi-Asset

Oliver Blackbourn
Portfolio Manager, 
Multi-Asset

Economic strength, a  
resilient labor market, and 
lower interest rates mean  
the U.S. remains the bulwark 
of a global soft landing but 
China may now provide 
further support.”
Janus Henderson Multi-Asset Team



U.S. earnings estimates and Fed funds rate
The market needs to consider why it expects the Fed to cut so 
aggressively when it doesn’t see material economic weakening 
expressed through earnings downgrades.
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U.S. small-cap versus large-cap stocks and short-term  
Treasury yields
Recent history shows U.S. small-cap underperformance  
vs. the S&P 500 is highly correlated to lagged rate levels.
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U.S. equity market earning projections
U.S. large value, mid-cap, and small-cap stocks offer potentially 
more room for earnings growth compared to large growth 
stocks.
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A key beneficiary of the cycle’s extension could be the U.S. consumer, who may also be called upon to buoy global 
economic and earnings growth. It’s too early to gauge the endurance of China’s post-accommodation rally, 
although the market showed relief that something was done. Any rise of consumption in China, along with capital 
purchases, could be a lifeline to select European stocks as the continent’s economic downdraft seems to have 
found another leg.

Equities
Rather than increasing 
equity allocations at the 
expense of fixed income, 
we prefer to be slightly 
more cautious by 
rotating within equities, 
toward small and mid 
caps, in anticipation of a 
broadening U.S. market.

	

Buoyant earnings 
estimates may not 
sufficiently reflect the 
fact that soft landings 
can be accompanied by 
tepid earnings growth.

	

Stimulus in China may 
be supportive not only of 
domestic stocks, but also 
European manufacturers 
and consumer names. 

While an artificial intelligence 
(AI) super-cycle might 
support large caps, small and 
mid caps have more space to 
run as interest rates fall and 
a soft landing supports risk 
assets generally.”
Janus Henderson Multi-Asset Team
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Equities dashboard - - - = + + + Views

U.S. Expectations for strong growth and expensive valuations leave little room for disappointment

Large Cap Growth AI remains a key driver of growth but expectations and valuations are very elevated

Large Cap Value While now expensive vs history, there is still room for earnings growth in a soft landing

Mid Cap A soft landing should support earnings and valuations remain around average

Small Cap Falling interest rates and a soft landing should be supportive, while valuations are far from stretched

Developed ex U.S. Drags in key countries should be balanced by a U.S. soft landing and continuing global cycle

Europe Potential domestic weakness set against improving global demand and undemanding growth 
expectations

Europe ex UK Concerns about domestic weakness are offset in the near term by potential benefits of stimulus in 
China

UK Perpetually cheap due to its sector mix but less so once sector adjusted

Japan A tightening Bank of Japan remains a headwind for this export-driven market, despite shareholder 
reforms

Emerging Markets (EM) Expensive but stimulus in China and a U.S. soft landing should boost earnings

China Renewed stimulus should drive at least a short-term rally, although concerns about structural issues 
persist

EM ex China Significant country differences but cheaper areas look set to benefit from a soft landing and 
stimulus in China

Underweight Neutral Overweight  Change from last quarter
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Economic conditions and U.S. 10-year Treasury yields
If U.S. economic data continue to inflect higher, the historical 
relationship indicates 10-year yields might increase.
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Credit conditions continue to improve
Worrisome signs of credit freezing seem to have abated, as 
lenders show improved ability and willingness to make loans.
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Market-based policy path trajectories
High-yield spreads remain historically tight and could be at risk if the 
lagged impact of rate hikes feeds through to create refinancing pain.
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Diverging policy in major economies represents an opportunity to capture excess yield and diversify returns 
across geographies. While 10-year U.S. Treasury yields may see upward pressure from economic strength, those 
on shorter-dated notes could still fall, although perhaps not as far as in Europe, as policy makers there have more 
work to do. Within credit, we believe diversification and quality should be prioritized.

Fixed Income
If U.S. rate cuts continue 
to be met with a still-
solid economy, we 
believe that the yield on 
the 10-year Treasury may 
experience upward 
pressure.

	

The varying cadence in 
accommodation among 
major economies 
creates opportunities to 
capitalize on rate 
differentials across 
jurisdictions.

	

Historically tight spreads 
in high-yield mean 
investors could add risk 
within fixed income by 
focusing on securitized 
and quality high-yield 
corporates.

Economic resilience is a 
headwind for sovereign bonds 
but can support weaker 
borrowers in high yield. Longer 
maturities might see a drag if 
it becomes apparent interest 
rates might not fall as far as 
markets expect.”
Janus Henderson Multi-Asset Team
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Fixed income dashboard - - - = + + + Views

Sovereign bonds Significant splits between different regions, with upward pressure on U.S. yields but less so in 
other major markets

U.S. Sustained growth raises questions about a higher terminal rate, with positive surprises pushing up 
yield near term

UK Sticky wage growth and surprisingly strong economic data are offset by concerns about building 
interest rate risks

Eurozone Signs of weakness at the core of the Eurozone economy are balanced by an improving global picture

Inflation-linked Recession fears ebbing and the geopolitical threat of higher oil prices has already led to a rise in 
inflation expectations

Investment grade With credit spreads tight, duration risk is likely to dominate in a benign economic outcome

U.S. Very tight credit spreads leave little room for compression to offset the duration risk from 
government bonds

Euro Credit spreads remain off their lows and duration risk is lower

High yield Yields remain attractive in our view, but the market is expensive except for the lowest-rated parts

U.S. Credit spreads look very tight outside of the lowest-rated segments but we believe the yield is still 
attractive and default rates rising, but still low

Euro While credit spreads look a little less tight than the U.S., lower valuations are only really found at the 
worst ratings

Hard currency EM debt Credit spreads look tight in higher-rated debt and the U.S. dollar looks likely to appreciate on ebbing 
recession fears

Local currency EM debt Expectations for a slower path of U.S. interest rate cuts on better labor market data likely to weigh 
on EM currencies

Underweight Neutral Overweight  Change from last quarter
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Alternatives - - - = + + + Views

Real assets

Property Concerns about a move higher in government bond yields are likely to be a 
near-term headwind

Infrastructure Assets remain cheap and tend to be of higher quality than some other 
segments

Renewables Significant divergence between categories needs careful implementation

Private Equity Strong public markets and lower interest rates in a soft landing environment 
are a tailwind

Gold Better U.S. economic data is likely to weigh on gold, but geopolitical events 
create an upside risk

Currencies
Currency vs column header Views
$ € £

U.S. dollar vs A reduction in recession concerns and an expected shallower path of rate 
cuts should support the dollar

Euro vs Weakening Eurozone data is likely to keep the ECB in cutting mode, removing 
support for the euro

Sterling vs The pound has remained strong on better-than-expected data but this could 
gradually fade

Japanese yen vs Risks remain to the upside, particularly once interest expectations for the 
Fed have reset higher

Underweight Neutral Overweight     change from last quarter

Real assets served as a hedge against inflation over the past few years but as the risk of higher prices recedes, 
alternatives can still be used as a diversifier against equities and bonds as suitable for an investor’s risk profile. We 
favor private equity and infrastructure over property and precious metals. Currencies exposure across asset classes 
also takes on greater relevance as monetary policy diverges.

Alternatives  
and currencies
Although not the first to 
move, the Fed’s rate cut 
has given other central 
banks cover to increase 
accommodation.

	

While inflation’s decline 
may have diminished 
the need for real assets, 
some could benefit from 
lower rates and also 
serve as a diversifier 
during a period of 
heightened geopolitical 
risk.

	

An appreciating 
Japanese yen must be 
taken within context of 
headwinds for Japan’s 
export economy.
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Definitions, Indices, & Risks

Definitions
10-Year Treasury Yield is the interest rate on U.S. Treasury 
bonds that will mature 10 years from the date of purchase.

Default rate measures the failure of debtors (such as a bond 
issuer) to pay interest or to return an original amount loaned 
when due.

Duration measures a bond price’s sensitivity to changes in 
interest rates. The longer a bond’s duration, the higher its 
sensitivity to changes in interest rates and vice versa.

Earnings per share (EPS): EPS is the bottom-line measure of a 
company’s profitability, defined as net income (profit after tax) 
divided by the number of outstanding shares.

High yield bond: Also known as a sub-investment grade bond, or 
‘ junk’ bond. These bonds usually carry a higher risk of the issuer 
defaulting on their payments, so they are typically issued with a 
higher interest rate (coupon) to compensate for the additional 
risk.

Investment-grade bond: A bond typically issued by governments 
or companies perceived to have a relatively low risk of defaulting 
on their payments, reflected in the higher rating given to them by 
credit ratings agencies.

Late cycle refers to the final phase of an economic cycle before a 
recession. Economic activity often reaches its peak and growth 
slows but remains positive.

Monetary Policy refers to the policies of a central bank, aimed at 
influencing the level of inflation and growth in an economy. It 
includes controlling interest rates and the supply of money. 
Monetary stimulus refers to a central bank increasing the supply 
of money and lowering borrowing costs. Monetary tightening 
refers to central bank activity aimed at curbing inflation and 
slowing down growth in the economy by raising interest rates 
and reducing the supply of money.

Private assets are investments that are not publicly traded or 
listed on a public stock exchange.

Ratings/Credit quality ratings are measured on a scale that 
generally ranges from AAA (highest) to C (lowest).

Real assets are tangible investments, such as gold, real estate, 
or oil, that have an intrinsic value due to their substance and 
physical properties.

Spreads/Credit Spread is the difference in yield between 
securities with similar maturity but different credit quality. 
Widening spreads generally indicate deteriorating 
creditworthiness of corporate borrowers, and narrowing indicate 
improving.

Terminal rate is the interest rate level that the Federal Reserve 
believes is consistent with a balanced economy in the long run.

Indices
Citigroup Economic Surprises Index measures how economic 
data compares to market expectations. 

MSCI China Index™ reflects the equity market performance of 
China.

NASDAQ 100 Index is made up of equity securities issued by 100 
of the largest non-financial companies listed on the NASDAQ 
stock exchange in the U.S. 

Russell 1000® Growth Index reflects the performance of U.S. 
large-cap equities with higher price-to-book ratios and higher 
forecasted growth values.

Russell 1000® Value Index reflects the performance of U.S. 
large-cap equities with lower price-to-book ratios and lower 
expected growth values.

Russell 2000® Index reflects the performance of U.S. small-cap 
equities.

Russell Midcap® Index reflects the performance of U.S. mid-cap 
equities.

Russell Top 200® Index measures the performance of the 200 
largest companies in the Russell 1000 Index.

S&P 500® Index reflects U.S. large-cap equity performance and 
represents broad U.S. equity market performance.

S&P Mid Cap 400® Index measure the performance of the 
mid-range sector of the U.S. stock market.

S&P Small Cap 600® Index measure the performance of 
selected U.S. stocks with a small market capitalization. 

Risks
Investing involves risk, including the possible loss of principal 
and fluctuation of value.

Alternative investments include, but are not limited to, 
commodities, real estate, currencies, hedging strategies, futures, 
structured products, and other securities intended to be less 
correlated to the market. They are typically subject to increased 
risk and are not suitable for all investors.

Diversification neither assures a profit nor eliminates the risk of 
experiencing investment losses.

Equity securities are subject to risks including market risk. 
Returns will fluctuate in response to issuer, political and 
economic developments. Foreign securities are subject to 
additional risks including currency fluctuations, political and 
economic uncertainty, increased volatility, lower liquidity and 
differing financial and information reporting standards, all of 
which are magnified in emerging markets.

Fixed income securities are subject to interest rate, inflation, 
credit and default risk. As interest rates rise, bond prices usually 
fall, and vice versa. High-yield bonds, or “junk” bonds, involve a 
greater risk of default and price volatility. Foreign securities, 
including sovereign debt, are subject to currency fluctuations, 
political and economic uncertainty and increased volatility and 
lower liquidity, all of which are magnified in emerging markets.

Growth and value investing each have their own unique risks 
and potential for rewards, and may not be suitable for all 
investors. Growth stocks are subject to increased risk of loss and 
price volatility and may not realize their perceived growth 
potential. Value stocks can continue to be undervalued by the 
market for long periods of time and may not appreciate to the 
extent expected.

Inflation-linked bonds feature adjustments to principal based on 
inflation rates. They typically have lower yields than conventional 
fixed-rate bonds and decline in price when real interest rates rise.

Real estate securities, including Real Estate Investment Trusts 
(REITs), are sensitive to changes in real estate values and rental 
income, property taxes, interest rates, tax and regulatory 
requirements, supply and demand, and the management skill 
and creditworthiness of the company. Additionally, REITs could 
fail to qualify for certain tax-benefits or registration exemptions 
which could produce adverse economic consequences.

Securitized products, such as mortgage- and asset-backed 
securities, are more sensitive to interest rate changes, have 
extension and prepayment risk, and are subject to more credit, 
valuation, and liquidity risk than other fixed-income securities.

Smaller capitalization securities may be less stable and more 
susceptible to adverse developments, and may be more volatile 
and less liquid than larger capitalization securities.

Sovereign debt securities are subject to the additional risk that, 
under some political, diplomatic, social or economic 
circumstances, some developing countries that issue lower 
quality debt securities may be unable or unwilling to make 
principal or interest payments as they come due.
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Important information
References made to individual securities do not constitute a recommendation to buy, sell or hold any security, investment strategy or market sector, and should not be assumed to be profitable. Janus Henderson 
Investors, its affiliated advisor, or its employees, may have a position in the securities mentioned.
The views presented are as of the date published. They are for information purposes only and should not be used or construed as investment, legal or tax advice or as an offer to sell, a solicitation of an offer 
to buy, or a recommendation to buy, sell or hold any security, investment strategy or market sector. Nothing in this material shall be deemed to be a direct or indirect provision of investment management 
services specific to any client requirements. Opinions and examples are meant as an illustration of broader themes, are not an indication of trading intent, are subject to change and may not reflect the views 
of others in the organization. It is not intended to indicate or imply that any illustration/example mentioned is now or was ever held in any portfolio. No forecasts can be guaranteed and there is no guarantee 
that the information supplied is complete or timely, nor are there any warranties with regard to the results obtained from its use. Janus Henderson Investors is the source of data unless otherwise indicated, 
and has reasonable belief to rely on information and data sourced from third parties. Past performance does not predict future returns. Investing involves risk, including the possible loss of principal and 
fluctuation of value.
Not all products or services are available in all jurisdictions. This material or information contained in it may be restricted by law, may not be reproduced or referred to without express written permission or 
used in any jurisdiction or circumstance in which its use would be unlawful. Janus Henderson is not responsible for any unlawful distribution of this material to any third parties, in whole or in part. The 
contents of this material have not been approved or endorsed by any regulatory agency. 
Janus Henderson Investors is the name under which investment products and services are provided by the entities identified in the following jurisdictions: (a) Europe by Janus Henderson Investors International 
Limited (reg no. 3594615), Janus Henderson Investors UK   Limited (reg. no. 906355), Janus Henderson Fund Management UK Limited (reg. no. 2678531), (each registered in England and  Wales at 201 
Bishopsgate, London EC2M 3AE and regulated by the Financial Conduct Authority) and Janus Henderson Investors Europe S.A. (reg no. B22848 at 2 Rue de Bitbourg, L-1273, Luxembourg and regulated by the 
Commission de Surveillance du Secteur Financier); (b) the U.S. by SEC registered investment advisers that are subsidiaries of Janus Henderson Group plc; (c) Canada through Janus Henderson Investors US LLC 
only to institutional investors in certain jurisdictions; (d) Singapore by Janus Henderson Investors (Singapore) Limited (Co. registration no. 199700782N). This advertisement or publication has not been reviewed 
by Monetary Authority of Singapore; (e) Hong Kong by Janus Henderson Investors Hong Kong Limited. This material has not been reviewed by the Securities and Futures Commission of Hong Kong;  (f) South 
Korea by Janus Henderson Investors (Singapore) Limited only to Qualified Professional Investors (as defined in the Financial Investment Services and Capital Market Act and its sub-regulations); (g) Japan by 
Janus Henderson Investors (Japan) Limited, regulated by Financial Services Agency and registered as a Financial Instruments Firm conducting Investment Management Business, Investment Advisory and 
Agency Business and Type II Financial Instruments Business; (h) Australia and New Zealand by Janus Henderson Investors (Australia) Limited (ABN 47 124 279 518) and its related bodies corporate including 
Janus Henderson Investors (Australia) Institutional Funds Management Limited (ABN 16 165 119 531, AFSL 444266) and Janus Henderson Investors (Australia) Funds Management Limited (ABN 43 164 177 244, 
AFSL 444268); (i) the Middle East by Janus Henderson Investors International Limited, regulated by the Dubai Financial Services Authority as a Representative Office. This document relates to a financial product 
which is not subject to any form of regulation or approval by the Dubai Financial Services Authority (“DFSA”). The DFSA has no responsibility for reviewing or verifying any prospectus or other documents in 
connection with this financial product. Accordingly, the DFSA has not approved this document or any other associated documents nor taken any steps to verify the information set out in this document, and has 
no responsibility for it. The financial product to which this document relates may be illiquid and/or subject to restrictions on its resale. Prospective purchasers should conduct their own due diligence on the 
financial product. If you do not understand the contents of this document you should consult an authorised financial adviser. No transactions will be concluded in the Middle East and any enquiries should be 
made to Janus Henderson. We may record telephone calls for our mutual protection, to improve customer service and for regulatory record keeping purposes.
Outside of the U.S., Australia, Singapore, Taiwan, Hong Kong, Europe and UK: For use only by institutional, professional, qualified and sophisticated investors, qualified distributors, wholesale investors 
and wholesale clients as defined by the applicable jurisdiction. Not for public viewing or distribution. Marketing Communication.
Janus Henderson is a trademark of Janus Henderson Group plc or one of its subsidiaries. © Janus Henderson Group plc. 
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