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CIO Weekly Commentary

Equities: local opportunities 
in global markets
Bottom line up top

High earnings expectations despite a low bar. As earnings 
season progresses, current 3Q earnings per share (EPS) growth 
estimates for eight of the 11 sectors in the S&P 500 Index remain 
substantially lower today than they were at the end of the second 
quarter. Moreover, companies that have reported above-consensus 
results have so far been rewarded less by investors, relative to history. 
According to FactSet, earnings misses have so far led to an average 
share price decrease of -2.2% in the two days before and after reporting, 
which is generally in line with the five-year average of -2.3%. This may 
be a warning sign that the current bull market is running on thin ice. 
The S&P 500 has already hit several dozen new all-time highs this year 
and is hovering near its most recent peak, with a valuation that’s 21% 
above its 10-year average on a forward price-to-earnings (P/E) basis.

No matter the outcome, the U.S. general election will likely 
fuel volatility. Just 11 trading days remain before U.S. voters go to 
the polls, with more than 330 of S&P 500 companies (representing 
$34 trillion in market capitalization) set to report their 3Q results in that 
timeframe. We expect a positive but lackluster earnings season overall. 
And a review of past election cycles points to heightened downside risk 
for U.S. equities over the near term. Since 1992, each November election 
and its immediate aftermath has been marked by spikes in equity 
market volatility, as measured by the Cboe Volatility Index (VIX) – and 
this year should be no different. Although other exogenous events have 
created far greater spikes in the VIX at various points in time (Figure 
1), the index currently sits above its long-term average and in line with 
the average of the past eight election cycles (which include the pandemic 
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in 2020 and the global financial crisis in 2008). We think increased U.S. 
equity market volatility should help make non-U.S. stocks, which already 
offer some relative advantages, look even more attractive.

FIGURE 1:VOLATILITY TENDS TO RISE DURING ELECTION CYCLES

Cboe Volatility Index (VIX)

0

10

20

30

40

50

60

202420202016201220082004200019961992

VIX level
20.64
Average
19.55

Data source: FactSet, Jan 1990 to Oct 2024 (through 16 Oct). Performance data shown represents past performance and does not predict or 
guarantee future results. Data depict monthly readings of the Cboe Volatility Index (VIX) and the average level during that time. Shaded areas depict 
the final six months of U.S. general election years.

Portfolio considerations
Through mid-October, global equities are up over +19% this year, based 
on the MSCI All Country World Index (ACWI). While that’s an impressive 
gain, it has led to stretched valuations: The ACWI’s forward price-to-
earnings (P/E) ratio now sits at 18.1x, well above its 14.6x average since 
2006. The high price tag on equities in many regions of the world makes us 
especially mindful of where to actively add exposure. Two markets we find 
interesting in the current environment are Japan and China. Both offer 
attractive valuations and a higher dividend yield relative to the ACWI.

In Japan, the recent election of Shigeru Ishiba as prime minister came as 
a surprise to markets, leading to a moderate selloff. We believe this market 
reaction was overdone, given recent strong economic data. Japanese retail 
sales, for example, came in at +2.8% year over year for August, above 
consensus forecasts. We expect domestic consumption to remain healthy, 
as wages are trending up.

The Ishiba administration will likely lead to three economic and market 
catalysts: (1) higher interest rates that should support the yen; (2) a market 
tilt toward domestic stocks such as banks (also a beneficiary of rising 
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rates); and (3) long-term corporate reforms that could bolster companies’ 
return on equity and price-to-book ratios.

Equity markets in China have been quite volatile this year. The MSCI 
China Index surged +32% over a two-week period after the government 
announced significant stimulus measures on 24 September, then tumbled 
-14% over the following two weeks. We anticipate Chinese equities to 
remain highly volatile even as officials in Beijing stay focused on boosting 
domestic growth, which should ultimately be a positive.

In the meantime, Chinese stocks are trading at a forward P/E of 10.8x, 
below their long-term average of 11.4x. Additionally, buybacks of China 
A shares (domestic stocks listed on the Shanghai or Shenzhen stock 
exchanges and traded in Chinese currency) total nearly $30 billion year to 
date and should eclipse $40 billion by year-end. These buybacks should 
provide room for P/E ratios to expand. And if government stimulus 
succeeds in sparking domestic growth, earnings per share could be 
revised upward as well, benefiting Chinese equities.

FIGURE 2: VALUATIONS AND DIVIDENDS MAY POINT TO 
OPPORTUNITIES IN GLOBAL EQUITIES
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Source: Bloomberg, L.P., as of 30 Sep 2024. Performance data shown represents past performance and does not predict or guarantee 
future results. P/E ratios reflect the forward 12-month ratio with the average based on monthly readings since Jan 2006. Dividend yield reflects 
the ratio of the dividends paid out per share relative to market price. Representative indexes: global equities: MSCI ACWI Index; Japan: MSCI 
Japan Index; China: MSCI China Index. For term definitions and index descriptions, please access the glossary on nuveen.com.

Equities in Japan 
and China appear 
compelling: Both 
offer attractive 
valuations and 
higher dividend 
yields relative to 
the broader global 
market.

03 | CIO Weekly Commentary 21 October 2024



For more information, please 
visit nuveen.com.

Endnotes

Sources
All market and economic data from Bloomberg, FactSet and Morningstar.
This material is not intended to be a recommendation or investment advice, does 
not constitute a solicitation to buy, sell or hold a security or an investment strategy, 
and is not provided in a fiduciary capacity. The information provided does not take 
into account the specific objectives or circumstances of any particular investor, or 
suggest any specific course of action. Investment decisions should be made based 
on an investor’s objectives and circumstances and in consultation with his or her 
financial professionals.
The views and opinions expressed are for informational and educational purposes 
only as of the date of production/writing and may change without notice at any 
time based on numerous factors, such as market or other conditions, legal and 
regulatory developments, additional risks and uncertainties and may not come to 
pass. This material may contain “forward-looking” information that is not purely 
historical in nature.
Such information may include, among other things, projections, forecasts, estimates 
of market returns, and proposed or expected portfolio composition. Any changes to 

assumptions that may have been made in preparing this material could have a material 
impact on the information presented herein by way of example. Performance data 
shown represents past performance and does not predict or guarantee future 
results. Investing involves risk; principal loss is possible.
All information has been obtained from sources believed to be reliable, but its accuracy 
is not guaranteed. There is no representation or warranty as to the current accuracy, 
reliability or completeness of, nor liability for, decisions based on such information 
and it should not be relied on as such. For term definitions and index descriptions, 
please access the glossary on nuveen.com. Please note, it is not possible to invest 
directly in an index.

Important information on risk
All investments carry a certain degree of risk and there is no assurance that an 
investment will provide positive performance over any period of time. Equity investing 
involves risk. Investments are also subject to political, currency and regulatory risks. 
These risks may be magnified in emerging markets. A focus on dividend-paying 
securities presents the risks of greater exposure to certain economic sectors. Dividend 
yield is one component of performance and should not be the only consideration 
for investment.
Nuveen, LLC provides investment services through its investment specialists.
This information does not constitute investment research as defined under MiFID.

About Nuveen’s Global Investment Committee

Nuveen’s Global Investment Committee (GIC) brings together the most senior 
investors from across our platform of core and specialist capabilities, including 
all public and private markets.

Regular meetings of the GIC lead to published outlooks that offer:

• macro and asset class views that gain consensus among our investors

• insights from thematic “deep dive” discussions by the GIC and guest experts 
(markets, risk, geopolitics, demographics, etc.)

• guidance on how to turn our insights into action via regular commentary 
and communications
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