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Note: 1Europe excluding UK; 2Bloomberg Commodity Index; 3US Treasury 10 Year Yield shows absolute, not percentage, change in yield; Source: Bloomberg 
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TACTICAL POSITIONING 
 
We continue to be fully weighted in bonds and equities and maintain a bias towards growth stocks within the context of broadly 
diversified portfolios.  
 
In terms of share price performance, the Magnificent 7 companies (Alphabet, Amazon, Apple, Meta, Microsoft, Nvidia and Tesla) 
stocks may take a ‘breather’ in the coming months, but there is continued excitement surrounding ‘growth’ stocks and their 
long-term upside potential. It is estimated that these 7 spent over $370bn on capital expenditure and research & development 
in 2023 including a significant amount on AI (artificial intelligence). The incredible levels of cash generated by this group currently 
dominate the US stock market and cannot be ignored and their earnings growth in 2024 is expected to be more than 20% with 
similar rates in future years and this is around 3 times the average for the rest of the market.  
 
 
 
 

 
 

 

 

 

 

 

 

 

 
 

A divided world  
Equity markets in Europe, the US and Japan performed well over the fortnight on hopes that the economic environment will be 

strong enough to facilitate corporate profit growth whilst reduced inflationary pressures will lead to lower interest rates.  

Meanwhile in Asia, continued concerns about the economic outlook for China continue to weigh on markets. 

 

In the week leading up to Valentine’s Day, investors continued devotion to US quality growth companies drove the US equity 
market to record levels. The five largest US growth companies (all of which are part of the Magnificent 7 referred to above) 
reported generating $139.5 billion of cash from operations in Q4 of 2023. With around two thirds of companies having 
reported, US company earnings are solidly beating expectations and analysts are lifting earnings forecasts in response.  

  
Quarterly Earnings Growing at the Fastest rate since Q2 2022  

– leading index of US companies’ Y-O-Y Earnings Growth 
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MARKET MOVES 
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Despite our enthusiasm for US equities in the long term, it is worth noting that owing to the rise in share prices outpacing the 
rise in corporate earnings, US equities are now trading at an historically high level, at close to 21 times forward earnings. Given 
that earnings growth and the likely downward trajectory of inflation and interest rates are not guaranteed, we must try to 
assess whether the market is correctly valuing the potential for growth versus the risks. The Bank of America bull and bear 
indicator rose to 6.8 in the first week of February, a reading above 8 typically indicates the bullish trend has run too far. 
 

Is inflation sticking  
Market sentiment briefly flipped like a pancake on Shrove Tuesday as the US Consumer Price Index (“CPI”) came in at 3.1% 
year-on-year versus 2.9% expected and US Treasuries and equities sold-off on the news. The news disrupted a series of data 
pointing to falling inflation and economic growth that had helped drive the share price of large US companies up over 25% in 
12 months. Investors had been expecting the Federal Reserve (“Fed”) to start cutting rates, with many arguing that the Fed 
was taking too long to get started, but the CPI news saw the probability of a cut in March fall substantially. The inflation figures 
reflected increases in the price of food, car insurance and medical care. The largest contributor was shelter costs, which 
surprisingly increased 0.6% in January. The CPI’s shelter component includes rent and homeowner’s equivalent rent. 
Economists see a moderation in this area as key to bringing inflation down to the 2% target. Equities rebounded fairly strongly 
after the initial reaction of markets on Tuesday, with prices reversing much of their losses by the end of Wednesday.  

 

Regional US banks 
Fears about the health of smaller US banks has risen again a year after the collapse of Silicon Valley Bank triggered a regional 
banking crisis. Regional bank bonds are under pressure because of their exposure to the commercial real estate market and 
the risk that higher interest rates will lead to an increase in defaults. New York Community Bancorp (“NYCB”) has been 
attempting to reassure investors about its deposits, liquidity and governance following its recent earnings release which 
sparked a dive of c.60% in its shares and a decision by Moody’s to cut the bank’s long-term debt rating from Baa3 to Ba2, a 
level at which the bonds are considered speculative. The turbulence with NYCB dragged down the value of other regional 
banks, with the Keefe, Bruyette, and Woods (“KBW”) Regional Bank Index seeing all 47 members losing ground, as concerns 
grow over the industry’s vulnerability to a high interest rate environment. 

 
Oil M&A is hot  
Diamondback Energy Inc has agreed to buy Endeavor Energy Resources LP, a fellow Texas oil and gas producer, in a deal that 
will produce the largest operator focused on the Permian Basin worth more than $50 billion. The latest acquisition comes 
following three major mergers during the last four months in US shale oil, all worth over $10 billion. This comes at a time of 
high demand for oil, despite efforts to transition away. Oil prices rose in the second week of February as OPEC maintained 
their forecast of strong demand in 2024. The group expects world demand to rise by 2.25 million barrels a day in 2024.  

 
ECONOMIC UPDATES 
The final January composite Purchasing Managers Index (“PMI”) for the Euro area was 47.9, whilst in the UK there was an 
upgrade to 52.9 vs 52.5 expected… although the UK is not in a strong position, as reflected by the announcement that the 
economy technically fell into recession in the final quarter of 2023 when GDP fell 0.3% having also fallen in the previous 
quarter. US economic growth continues to outperform European growth although the PMI index was slightly weaker than 
expected at 52.5. 

We saw fresh signs of deflation in China, with year-on-year CPI -0.8%, the fastest decline since 2009. US CPI came in at 3.1% 
0.2% higher than expected and sent 10 year Treasury yields up 13.5bps and effectively led to the market pricing in the prospect 
of one fewer 0.25% interest rate cut this year. UK CPI rose 4.0% year on year vs 4.1% expected. 
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IMPORTANT INFORMATION 

 

The information contained herein (the “Information”) has been 
prepared by the Stanhope Group. The Stanhope Group comprises 
Stanhope Capital (Switzerland) SA and its subsidiaries, including 
Stanhope Capital LLP and Stanhope Capital SAS. Stanhope Capital 
(Suisse) SA is incorporated in Switzerland and is affiliated with SO-FIT, 
the Supervisory Body for Financial Intermediaries & Trustees 
authorised by the Swiss Financial Market Supervisory Authority 
(FINMA). Stanhope Capital LLP is a limited liability partnership 
incorporated in England and Wales authorised and regulated by the 
Financial Conduct Authority (FCA). Stanhope Capital LLP is regulated 
by the US SEC under firm number 162512. Stanhope Capital SAS is a 
“Société par Actions Simplifiée” incorporated in France and regulated 
by the Autorité de Marchés Financiers (AMF).  
Acceptance of delivery of any part of this Information constitutes 
acceptance to the conditions of this legal disclaimer. 
 
 The Information attached is being disclosed by the member of the 
Stanhope Group indicated in the Information and exclusively to the 
intended recipient (the “Recipient”). 

 
The Information does not constitute an offer to sell or a solicitation of 
an offer to buy any investment fund or other financial products. The 
Information does not constitute investment advice or advice with 
respect to the suitability of any investment. 
 
Restrictions 
 
The Information is private and confidential and provided for 
information purposes only. No part of the Information is to be 
distributed, copied or disseminated directly or indirectly to anyone 
other than the Recipient and its professional advisers (for the sole 
purposes of obtaining advice). The Information should not be relied 
upon for tax, auditing or other purposes. The Information is not 
intended for any person in any jurisdiction (by way of nationality, 
residence, domicile or otherwise) where the publication or availability 
of it would be in contravention of any applicable law or regulation. 
 
Opinions, estimates and statements contained in the Information 
constitute judgments of the Stanhope Group at the time of their 
preparation and are subject to change without notice. 
 
The value of investments can fall as well as rise; potential income or 
profits are accompanied by the possibility of loss. The Recipient may 
not receive back the original amount invested. Past performance is not 
a reliable indication of future results. Performance figures included in 
the Information are unaudited except where indicated. Please refer to 
the risk warning notes provided next to any performance figures 
included in the Information. In certain circumstances prices stated 
may be historic because of the delay in obtaining prices and/or 
valuations from third parties. Valuations are based on either market 
prices available at the time of the preparation of the Information or on 
the Stanhope Group’s reasonable estimates thereof at the time made. 
Valuations based upon other models or assumptions or calculated as 
of another date or time may result in different values. The valuation or 
returns on investments in currencies other than the base currency of a 
client’s account may increase or decrease as a result of currency 
fluctuations. 
 
The Stanhope Group may recommend or make investments for its 
clients in illiquid or volatile instruments or funds which may carry a 
high degree of default risk or in funds which utilise leverage/gearing 
which can exaggerate performance and may lead to large falls in value. 
 
Any description of any investment process or investment 
management process described in the Information may change from 
time to time at the discretion of the Stanhope Group or otherwise. 
 
While reasonable skill, care and diligence have been taken to ensure 
that the Information was accurate as at the date of writing, the 
Stanhope Group has not verified and accepts no legal responsibility for 
any third-party Information.  
 
In addition, the Stanhope Group makes no representation, warranty, 
undertaking or guarantee, express or implied, as to the accuracy or 
completeness of the Information and opinions therein. No members of 
the Stanhope Group shall be responsible for or have any liability to any  

 
 
 
Recipient or third party for losses or damages (whether consequential, 
incidental or otherwise) arising (i) out of errors, omissions or changes in 
market factors, conditions or circumstances or (ii) from making any use 
of the Information. 
 
The Information does not replace, supplement or amend the 
contractual documentation entered between the relevant member of  
the Stanhope Group and the Recipient, including but not limited to (i) 
the required qualifications of the Recipient in order for such Recipient to 
receive the Information and (ii) the disclaimers and limitation of liability 
contained in such contractual documentation. Further, the Information 
does not replace, supplement or amend the documentation applicable 
to any investment fund or other financial products referred to in the 
Information. 
 
United Kingdom 
To the extent that the Information is aimed at residents of the United 
Kingdom, the Information has been approved for issue in the United 
Kingdom by Stanhope Capital LLP. Stanhope Capital LLP’s advice is 
categorised by the Financial Conduct Authority as “restricted” because 
it advises on investment funds, which are only one type of “retail 
investment product”. Stanhope Capital LLP does not provide 
investment advice on other retail investment products, such as life 
insurance, stakeholder pensions or personal pension schemes. 
 
United States 
The Information is not intended for residents of the United States or for 
any U.S. Person. The Information is not an offer to sell any securities to or 
for the benefit of United States persons or the solicitation of any offer to 
buy securities on the part of or for the benefit of any such United States 
persons. For the avoidance of doubt a U.S. Person does not include a U.S. 
Citizen resident outside the U.S. 
 
France 
The amount that is reasonable to invest depends on the personal 
circumstances of the Investor. To determine this, the Investor must 
consider his personal and family situation, his personal assets, his 
current and future needs, but also his aversion to risk. It is also strongly 
recommended to sufficiently diversify your investments in order to 
reduce the risks. Investors should inquire about this with their usual 
advisers (legal, tax or accounting) before any investment. 
The different risk profiles can be adapted according to the allocation 
ranges by asset class agreed in the investment objectives defined with 
the client. 
The reports provided by Stanhope Capital regarding the management 
of life insurance contracts are for information purpose only, this does not 
replace the statement from the insurance company which remains the 
only formal statement to be considered for audit, tax or other purposes. 
 


