
Matt King
Global Markets Strategist

matt.king@satoriinsights.com
+44 7739 785548

Did someone pull the plug?
H2 2024 market outlook

© Satori Insights 2024

June 2024

mailto:matt.king@satoriinsights.com


The economic outlook is fine

But markets are suddenly faltering
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Agenda

A dwindling base of support

An unnerving gap to fundamentals

Prospects for H2
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At first sight, equity benchmarks are still making new highs

More recent = narrower
US equity heatmaps

YTD

Past 1m

Source: Finviz.

Mag7 strength conceals weakness elsewhere
4

https://finviz.com/map.ashx?t=sec_all&st=w4


Much commentary pins the weakness on Europe

But a broader phenomenon suggests 
a different cause
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Market has “momentum” – but not much else

Rallies driven by momentum are by nature unstable
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This is more than just an AI story

US megacap outperformance has more to do with 
money flows than tech supremacy7



Pockets of concern are appearing

“Bull markets narrow; bear markets broaden”
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What’s really striking is the relationship with CB liquidity (1)

Equities have been outperforming
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What’s really striking is the relationship with CB liquidity (2)

Credit looks much more in line
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What’s really striking is the relationship with CB liquidity (3)

Most assets are weaker because the taps are turned off
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Agenda

A dwindling base of support

An unnerving gap to fundamentals

Prospects for H2
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Remember what’s driving this market

Inflation and rate moves less significant
than often thought13



What matters is money creation and rotation

See When star stands for confusion, Satori Insights, 4 June.

Rate rises haven’t mattered because money
has come from elsewhere14

https://satoriinsights.com/notes/when-star-stands-for-confusion/


Fundamentals are very much lagging

By all means look, but don’t base the view on them
15



Profits remain particularly strong

16

There’s no obvious problem with fundamentals



Surely profits optimism helps drive markets higher?

At present it’s the other way round
17



How sustainable are these strong profits?

Little sign of margin pressure to date

Margins proxied by gap between output prices and labour costs. Margins proxied by gap between output prices and labour costs.
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Credit problems still lurk in the background

Even credit problems are largely slow-burning
and non-systemic
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Central banks are returning to easing

20

Though lingering stickiness may constrain rapid cuts



The real problem lies with valuations

21

Fundamentals are good – 
but markets are priced to perfection



Valuations are always a long-term factor

22
What’s extreme can easily become more so



What to make of tech itself?

Fundamental enthusiasm outstripped by scale of rally
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Agenda

A dwindling base of support

An unnerving gap to fundamentals

Prospects for H2
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The real reason risk assets are faltering

The flows driving them all but stopped
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It’s not obvious rate cuts will come to the rescue

Rates never drove this rally in the first place
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China currently acting as the largest drag

No sign of reacceleration in narrow or broad credit
27



BoJ had been last lingering source of global liquidity

Slow shift to tightening makes this unlikely
to be repeated28



Fed remains the greatest source of uncertainty

RRP trajectory more important than QT taper
29



How likely is RRP decline?

RRP likely to become stickier from here –
putting downward pressure on reserves30



The most likely bull case is momentum continuing anyway

Plausible but becoming less likely
31



To some extent people always chase the price action

Faltering in returns would probably lead
faltering in fund flows32



Won’t rate cuts help fund flows?

Main benefit is not the rate but the idea of the put
33

See The asymmetric Fed, Satori Insights, 9 May.

https://satoriinsights.com/notes/the-asymmetric-fed/


Stand by for election uncertainty

Sell the rumour, buy the fact – but premia start
from still compressed levels34



So where’s bro to hide? (1)

Normally in govies – but fiscal concerns weigh heavily
35



Where’s bro to hide? (2)

36

Try to find alternatives – though many carry a
large premium already



Conclusion

Factors driving markets are not those driving the economy

The fuel for the rally has 
faded

Rate cuts unlikely to 
revive it

Not just a France-
inspired wobble
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Appendix: Why haven’t rates driven money rotation?

Because until recently we were creating so much of it
38



Appendix: how strong is the labour market really?

Payrolls exaggerates labour market strength
39



Appendix: The distribution matters – for markets and for elections

40

Markets struggle to predict societal tipping points

For more on distributional effects and tipping points, see 
End Times, P. Turchin (2023).
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