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Investment Solutions Group

Capital Markets View Summary

GLOBAL EQUITY SUMMARY

Moderating global inflation pressures, signs that central banks will begin cutting interest rates in 2024 
and growing hopes for a US soft landing helped spark a sharp rally in global equities in late 2023. 
For the calendar year, developed market equities rose just over 21% in 2023, led by solid gains in US and 
Japanese shares. A growing view that easier US Federal Reserve policy is likely in 2024 helped put an end to 
an episode of dollar strength, which could provide a tailwind for the earnings of US-based multinationals. 
Given international equities’ lower earnings multiples, the 2023 rally brought valuations back in line with 
their 10-year average. However, considering the market’s aggressive pricing of easier global monetary 
policy this year, there is the growing risk of disappointment if inflation proves stickier than expected. There 
is also a risk that the late-2023 rally pulled forward returns that otherwise might have been realized in 
2024. We continue to favor international equities over those in the US and view midcaps more favorably 
than small caps. Value remains attractive from an earnings multiple perspective, though we prefer 
defensives over cyclicals. 

Source: FactSet as of 29 December 2023. United States = S&P 500, Canada = MSCI Canada, United Kingdom = MSCI United 
Kingdom, Japan = MSCI Japan, Australia = MSCI Australia, Global = MSCI AC World, Europe ex UK = MSCI Europe ex-UK, 
EAFE = MSCI EAFE, Asia ex Japan = MSCI Asia ex Japan, Emerging Markets = MSCI Emerging Markets.
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SALES GROWTH (YOY%) NET PROFIT MARGIN (%) DIVIDEND YIELD (%)

Current 10-Year Average Current 10-Year Average Current 10-Year Average

United States 2.1 4.5 12.2 11.2 1.5 1.9

Canada -1.0 5.9 13.7 11.3 3.3 3.0

EAFE 0.8 2.6 9.6 7.8 3.2 3.2

Europe ex UK -1.0 2.8 10.1 7.9 3.3 3.2

Japan 4.6 3.0 6.6 5.7 2.3 2.2

United Kingdom -3.8 2.1 11.0 8.6 4.0 4.2

Australia 2.6 2.2 15.8 14.9 3.9 4.5

Asia ex Japan 2.9 6.6 8.9 9.6 2.5 2.5

Emerging Markets 1.7 7.1 9.7 9.7 2.8 2.8

Global 1.4 4.1 11.0 9.6 2.1 2.4

Source: FactSet as of 29 December 2023. Data shown are trailing (last twelve months). United States = S&P 500, Canada = MSCI Canada, 
United Kingdom = MSCI United Kingdom, Japan = MSCI Japan, Australia = MSCI Australia, Global = MSCI AC World, Europe ex UK = MSCI 
Europe ex-UK, EAFE = MSCI EAFE, Asia ex Japan = MSCI Asia ex Japan, Emerging Markets = MSCI Emerging Markets
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GLOBAL FIXED INCOME SUMMARY

At the end of 2023, bond markets have moved past discounting peak policy rates from the world’s 
largest central banks to pricing in aggressive monetary easing, perhaps as early as this spring. 
Under a soft-landing scenario, we believe markets may be too aggressive in their pricing and at risk of a 
correction if the hoped-for Goldilocks scenario proves elusive or if inflation ends up stickier than expected. 
The strong bond market rally that closed out last year left some markets, particular US credit markets, 
somewhat stretched, making European credit look more enticing in the near term. Japan is likely to buck 
the easing trend in 2024 as the Bank of Japan is expected to exit its negative interest rate policy in coming 
months, which could have knock-on effects for bond markets around the world. Monetary policy in China 
is expected to ease further amid continued weakness in the country’s property sector, sluggish investor 
confidence and concerns over an inconsistent regulatory regime. Markets will be on guard for any signs 
that the global disinflationary trend, so firmly in place in 2023, begins to wane. With China experiencing 
subpar growth, global goods prices are likely to remain subdued. Thus the services sector will remain 
in the spotlight amid relatively tight global labor markets. If wages remain elevated, progress toward 
central banks’ 2% inflation targets could be impeded. Overall, we feel the market backdrop should remain 
supportive of an active approach to fixed income portfolio management given anticipated relative value 
opportunities and market dislocations. 

Source: FactSet as of 29 December 2023.
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YIELD TO MATURITY (%) DURATION (YEARS)

Current 10-Year Average Current 10-Year Average

US Treasuries 4.1 2.0 6.2 6.2

Global ex US Sovereigns 2.9 1.4 7.0 7.5

Emerging Markets Debt 7.2 6.0 6.9 7.3

Global Investment Grade 4.7 2.9 6.1 6.6

Global High Yield 8.3 6.8 3.6 4.2

US Municipal Bonds* 3.2 2.3 6.1 6.1

Source: FactSet as of 29 December 2023. US Treasuries = Bloomberg Barclays US Aggregate Government Treasury Index, Global 
Sovereigns ex US = Bloomberg Barclays Global Aggregate ex US, Emerging Market Debt = JP Morgan EMBI Global, Global Investment 
Grade = Bloomberg Barclays Global Aggregate Corporate, Global High Yield = Bloomberg Barclays Global High Yield, Municipal Bond 
= Bloomberg Barclays US Municipal. 

*yield to maturity unavailable for the municipal bond, so yield to worst is shown instead. 
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Definitions
Dividend Yield is the yield a company pays out to its shareholders in the form of dividends. It is calculated by taking the amount 
of dividends paid per share over the course of a year and dividing by the stock’s price.

Yield to maturity (“YTM”) is the average rate of return (gross of fees) anticipated on a bond portfolio if all securities are held until 
they mature. The calculation of YTM takes into account the current market price of bonds, their par value, coupon interest rate, 
and time to maturity. It also assumes that all coupons are reinvested at the same rate. 

Weighted average yield-to-worst of all portfolio holdings. The yield-to-worst is computed by using the lower of either yield-to-
maturity or the yield-to-call on every possible call date. Essentially the yield-to-worst is a bond’s yield-to-maturity under the least 
desirable bond repayment pattern under the assumption that bond market yields are unchanged.

Duration is a measure of how much a bond’s price is likely to fluctuate with general changes in interest rates, e.g., if rates rise 
1.00%, a bond with a 5-year duration is likely to lose about 5.00% of its value.

Weighted average price/earnings (next 12 months): Price/earnings ratio (P/E) is the price of a stock divided by its earnings 
per share.
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The views expressed are those of the author(s) and are subject to change at any time. These views are for informational purposes only and should not be relied upon as a recommendation to 
purchase any security or as a solicitation or investment advice. No forecasts can be guaranteed.

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affi liates and may be registered in certain countries.

Distributed by: U.S. - MFS Investment Management; Latin America - MFS International Ltd.

Please note that in Europe and Asia Pacifi c, this document is intended for distribution to investment professionals and institutional use only. In Canada, this document is intended 
for distribution to institutional clients only.

Note to readers in Canada: Issued in Canada by MFS Investment Management Canada Limited. Note to UK and Switzerland readers: Issued in the UK and Switzerland by MFS International 
(U.K.) Limited (“MIL UK”), a private limited company registered in England and Wales with the company number 03062718, and authorised and regulated in the conduct of investment business 
by the UK Financial Conduct Authority. MIL UK, an indirect subsidiary of MFS®, has its registered offi ce at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK and Switzerland) 
readers: Issued in Europe by MFS Investment Management (Lux) S.à r.l. (MFS Lux) – authorized under Luxembourg law as a management company for Funds domiciled in Luxembourg and 
which both provide products and investment services to institutional investors and is registered offi ce is at S.a r.l. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material 
shall not be circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such 
reliance or distribution would be contrary to local regulation; Singapore - MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty 
Ltd (“ MFS Australia”) (ABN 68 607 579 537) holds an Australian fi nancial services licence number 485343. MFS Australia is regulated by the Australian Securities and Investments Commission.; 
Hong Kong - MFS International (Hong Kong) Limited (“MIL HK”), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”). MIL HK is 
approved to engage in dealing in securities and asset management regulated activities and may provide certain investment services to “professional investors” as defi ned in the Securities and 
Futures Ordinance (“SFO”).; For Professional Investors in China – MFS Financial Management Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century Avenue, Shanghai World 
Financial Center, Shanghai Pilot Free Trade Zone, 200120, China, a Chinese limited liability company registered to provide fi nancial management consulting services.; Japan - MFS Investment 
Management K.K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust Association, Japan and the Japan 
Investment Advisers Association. As fees to be borne by investors vary depending upon circumstances such as products, services, investment period and market conditions, the total amount nor 
the calculation methods cannot be disclosed in advance. All investments involve risks, including market fl uctuation and investors may lose the principal amount invested. Investors should 
obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making the investments ; Bahrain - This document has not 
been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to the public will be made in the Kingdom of Bahrain and this document is intended to be 
read by the addressee only and must not be passed to, issued to, or shown to the public generally. The Central Bank of Bahrain assumes no responsibility for the accuracy and completeness of 
the statements and information contained in this document and expressly disclaims any liability whatsoever for any loss howsoever arising from reliance upon the whole or any part of the 
contents of this document. The Board of Directors and the management of the issuer accepts responsibility for the information contained in this document. To the best of the knowledge and 
belief of the board of directors and the management, who have all taken all reasonable care to ensure that such is the case, the information contained in this document is in accordance with the 
facts and does not omit anything likely to affect the reliability of such information.; Kuwait - This document is not for general circulation to the public in Kuwait. The information has not been 
licensed for offering in Kuwait by the Kuwait Capital Markets Authority or any other relevant Kuwaiti government agency. No private or public offering of the information is being made in Kuwait, 
and no agreement relating to the information will be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer or market the information in Kuwait.; 
Oman - For Residents of the Sultanate of Oman:  The information contained in this document does not constitute a public offer of securities in the Sultanate of Oman as contemplated by the 
Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal Decree 80/98). This information is being circulated on a limited basis only to corporate 
entities that fall within the description of sophisticated investors (Article 139 of the Executive Regulations of the Capital Market Law). The recipient acknowledges that they are a sophisticated 
investor who has experience in business and fi nancial matters and is capable of evaluating the merits and risks on an investment.; South Africa - This document has not been approved by the 
Financial Services Board and neither MFS International (U.K.) Limited nor its funds are registered for public sale in South Africa.; UAE - This document, and the information contained herein, 
does not constitute, and is not intended to constitute, a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The information is only being 
offered to a limited number of exempt investors in the UAE who fall under one of the following categories of non-natural Qualifi ed Investors: (1) an investor which is able to manage its 
investments on its own, namely: (a) the federal government, local governments, government entities and authorities or companies wholly-owned by any such entities; (b) international entities 
and organisations; or (c) a person licensed to carry out a commercial activity in the UAE, provided that investment is one of the objects of such person; or (2) an investor who is represented by an 
investment manager licensed by the SCA, (each a “non-natural Qualifi ed Investor”). The information and data have not been approved by or licensed or registered with the UAE Central Bank, 
the Securities and Commodities Authority, the Dubai Financial Services Authority, the Financial Services Regulatory Authority or any other relevant licensing authorities or governmental 
agencies in the UAE (the “Authorities”). The Authorities assume no liability for any investment that the named addressee makes as a non-natural Qualifi ed Investor diligence on the accuracy of 
the information relating to the securities. If you do not understand the contents of this document you should consult an authorised fi nancial adviser.; Saudi Arabia - This document may not be 
distributed in the Kingdom except to such persons as are permitted under the Investment Funds Regulations issued by the Capital Market Authority. The Capital Market Authority does not make 
any representation as to the accuracy or completeness of this document, and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this 
document. Prospective purchasers of the securities offered hereby should conduct their own due.; Qatar - This material/fund is only being offered to a limited number of investors who are 
willing and able to conduct an independent investigation of the risks involved in an investment in such material/fund. The material does not constitute an offer to the public and is for the use 
only of the named addressee and should not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee’s consideration thereof). The 
fund has not been and will not be registered with the Qatar Central Bank or under any laws of the State of Qatar. No transaction will be concluded in your jurisdiction and any inquiries regarding 
the material/fund should be made to your contact outside Qatar.

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). BARCLAYS® is a trademark 
and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg or Bloomberg’s licensors, including Barclays, own all proprietary rights in the 
Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves or endorses this material, or guarantees the accuracy or completeness of any information herein, or makes any warranty, 
express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or damages arising in 
connection therewith.

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The Index is used with permission. The Index may not be 
copied, used, or distributed without J.P. Morgan’s prior written approval. Copyright 2019, J.P. Morgan Chase & Co. All rights reserved. 

MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further 
redistributed or used as a basis for other indices or any securities or financial products. This report is not approved, reviewed or produced by MSCI.

The views expressed herein are those of the MFS Investment Solutions Group within the MFS distribution unit and may differ from those of MFS portfolio managers and research analysts. These 
views are subject to change at any time and should not be construed as the Advisor’s investment advice, as securities recommendations, or as an indication of trading intent on behalf of MFS.
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