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The importance of ensuring  
returns beyond the short term
Dear Investor,

I am writing to thank you once again for placing your trust in Santander and to outline the main messages in this Market 
Outlook 2024.

Though economists love to produce very "mathematical" rules for the performance of macroeconomic variables, the fact is that 
the post-pandemic economy is departing from patterns observed in the past. In particular, the fastest interest rate increase in 
decades is only slowly moderating growth and inflation, raising doubts about the current macro dynamic.

Sir John Templeton said that "the four most dangerous words in investing are 'this time it's different.'" So, to avoid that error, 
we'll say that "this time it's taking longer." On that basis, our central scenario for 2024 is for economic growth to slow down 
(while avoiding a major global recession); inflation to ease (but remain high) and interest rates to start falling (gradually).

What to do in this environment? The lack of visibility so far on the end of the interest rate hiking cycle, coupled with a new 
episode of geopolitical risk in the Middle East, has led investors to focus on short-term investment solutions, as these have 
been the main beneficiaries of the increase in interest rates.

However, we believe it is necessary to combine this approach with strategies that enable us to extend these returns over a 
longer period. Specifically, we would like to propose three complementary lines of action:

1.- In the past, an environment of slowing economic growth coupled with peak interest rates has been good for long-term 
bonds, so it would appear advisable to increase the duration of fixed-income portfolios . 

2.- In addition, besides government bonds and money markets, there are other assets with moderate credit risk and trading 
at reasonable valuations that represent attractive investment opportunities, such as investment grade corporate bonds. This 
makes it possible to construct balanced investment portfolios with a better risk-return profile than in recent years.

3.- Finally, our report analyses four major strategic shifts for which it is advisable to be positioned. The world is facing profound 
transformations in its energy model, in the geopolitical outlook,  in the use of technology, and in the access to financing. 
These factors may result in significant investment opportunities (e.g. near-shoring, artificial intelligence, decarbonisation, 
private markets) in the long term.

Please feel free to contact our bankers and specialised investment teams to discuss how to combine short-term security with 
these new investment opportunities over a longer investment horizon. We hope that you find this report interesting and 
useful. We are available to discuss it or elaborate upon at your wish.

Yours,

Víctor Matarranz
Global Head
Santander Wealth Management & Insurance Division

Market Outlook 2024 3



Key  
Messages  
2024

I

4



Key Messages 2024

From “how high”  
to “how long”

The impact of the steepest interest rate 
hike cycle in decades is proving to be 
more muted than expected. Consensus 
has shifted from the inevitability of a 
recession to a soft landing. The market 
now gives a high probability to an 
economy that can sail through without a 
major crash despite high interest rates. 
In our view, the economic slowdown 
has not abated; it is merely occurring 
with a significant delay compared to 
other cycles. Ultimately, high interest 
rates will lead to a slowdown in growth, 
which in turn will lead to a fall in 
interest rates. This time is not different, 
it is just taking longer.

Growth is resilient but not 
immune to rates

Underpinned by a strong labor market 
and healthy balance sheets, the private 
sector is displaying a considerable 
capacity to absorb the shock of rate 
hikes. A recession similar to past cycles 
is unlikely, but the environment will be 
one of low growth as long as financial 
conditions remain so restrictive. The 
greatest risk to this scenario is the 
fragility of public finances. The public 
sector, which has been very supportive 
of the economy in recent years, will 
eventually have to undertake the effort 
of bringing the fiscal deficit back on 
track. The arithmetic of high deficits and 
elevated interest rates in a low growth 
scenario may be called into question in 
the – not too distant – future.

Rates will  
fall in 2024

Broadening the view  
of the cycle 

In our view, both the level of interest rate 
neutrality and the level of inflation are 
likely to be structurally higher than they 
have been in the past. Tensions between 
labor supply and demand appear to 
support a higher inflation rate. After a 
decade of relying on ultra-expansionary 
policies in both the fiscal and monetary 
realms, we are now headed towards 
a period of greater moderation and 
orthodoxy in the implementation of 
economic incentives.

Another factor that will impact economic 
growth in coming decades is the low 
population growth in most developed 
countries. This demographic trend is likely 
to result in a shortage of skilled labor.

Four major paradigm  
shifts 

We believe the world is witnessing an 
accelerating change as a result of the 
interaction of four major transitions.

The first upheaval is driven by the 
need for a radical shift in the energy 
model to meet the challenge of 
decarbonization by 2050. At the same 
time, we are witnessing the most 
disruptive technological breakthrough 
since the advent of the internet with the 
dizzying growth of artificial intelligence 
solutions. We are also also facing a shift 
in the geopolitical and economic balance 
as a result of the difficult relationship 
between China and the United States. 
Finally, investors are witnessing a 
structural shift in the sources of 
corporate financing, with a greater role 
for private markets (private equity and 
private debt).

Focus on four 
global shifts

Harnessing both the short 
and long term...

Investors currently have a wide 
range of investment options that 
offer returns above the average of 
recent decades. But none compares 
as favorably to recent historical 
benchmarks as the return on short-
term government bonds. This 
combination of maximum safety and 
improving returns is likely to tempt 
many investors to seek excessive shelter 
in the short term. From a broader 
investment perspective, we believe 
it makes sense to be positioned in 
more diversified portfolios that can 
consolidate current high yields over 
longer horizons.

... and positioning 
portfolios  
for the next cycle

In this era of disruption, it makes sense 
to broaden the horizon of opportunities 
beyond traditional and conservative 
assets. With a long-term perspective, 
investors may want to consider the 
combined effects of inflation and 
innovation and explore investments in 
equities and private markets. Investment 
opportunities are becoming less of a 
monopoly of listed markets, and it is 
important to evaluate positioning in 
alternative funds that invest in private 
markets in order to access a wider range 
of opportunities. Be ready to capitalize on  
the opportunities arising from changing 
trade flows (positioning in countries 
that benefit from nearshoring) and 
the beneficiaries of the introduction of 
artificial intelligence solutions and more 
efficient energy.

Investing 
beyond the 
short term
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Strategies to invest beyond the short term

1. Expand the opportunity  
of short-term rates
The peak in interest rates and the gradual decline in inflation 
have led to the highest real interest rates in recent decades. 
The market has discounted that this scenario is likely to 
continue for a longer period of time ("higher for longer") and 
this provides an opportunity to lock in the current high interest 
rate level for an extended period of time. Investors who 
choose to flee to shorter-dated assets will probably not enjoy 
this level for long. We believe there is value at the long end 
of the curve in the major geographies. It is worth positioning 
portfolios to capture this yield potential beyond the short term. 
Higher yields make government bonds attractive, and these 
securities provide additional benefits such as diversification in 
the event of a sharper economic slowdown. 

3. Maximize diversification  
in fixed income
The fixed income market is offering attractive yields relative to 
historical levels in virtually all segments and geographies. At 
present, lower volatility instruments (government and high-
quality corporate bonds) offer the best risk/return trade-off. 
However, portfolios can be improved by adding instruments 
that combine higher volatility and potential return. When you 
position yourself positively on the government bond curve 
and pair it with a risk premium on corporate bonds that 
have high geographic and sector diversification, you can get 
adequate risk and reward, resulting in the highest yield since 
the Great Financial Crisis.

5. Explore the growing 
opportunity of private markets
Financial markets are undergoing a radical transformation 
in which public markets and the financial system are losing 
their monopoly on financing business projects. Private 
markets are becoming increasingly important in providing 
access to capital and liquidity for the creation, expansion and 
restructuring of companies. Investors wishing to participate 
in a broader set of global market opportunities and to 
achieve higher levels of profitability have access to a growing 
number of alternative investment solutions (private equity, 
infrastructure, private debt, venture capital...). We see a strong 
backdrop for secondaries and opportunistic private investing in 
corporate credit.  Lower availability of funding in private equity 
encourages more financial discipline in capital deployment.

2. Enhance returns with  
high-quality credit
The environment of below-potential economic growth 
calls for a cautious approach to credit risk management. 
However, the market is trading at risk premia that broadly 
reflect rising corporate bankruptcies in line with this low-
growth scenario. We believe it makes sense to consider 
increasing the allocation to  corporate bonds of companies 
with strong balance sheets and sound business models in 
order to capture the credit risk premium. Current levels of 
investment-grade corporate bond yields are attractive by 
historical standards, and the quality of balance sheets in 
most sectors can withstand an economic slowdown. For 
the first time in many years, investment-grade credit offers 
yields that are competitive with equities.

4. Search for optionality and 
valuation support in equities
One of the benefits of rising interest rates across all tenors of 
the yield curve is that it facilitates the structuring of investment 
solutions with different combinations of protection and 
underlying risks. The potential to invest in structured products 
is also supported by low levels of volatility in equity markets. In 
addition, there are opportunities to invest in sectors and regions 
where valuation levels already reflect an adverse economic 
growth scenario. The risk-return profile of equities is less 
attractive than that of bonds in the short term (earnings may 
dissapoint in 2024), but it improves as the investment horizon 
is extended.

6. Position your portfolios 
for new paradigms
The scale of investment required to address the energy 
transition, the artificial intelligence revolution, and supply 
chain realignment is of historic proportions. Investors should 
consider these strategic shifts and extend their investment 
horizons to capture the growth differential and productivity 
improvement potential. With a long-term perspective, our 
suggestion is to position ourselves in investment themes 
linked to electrification, machine learning, renewable 
energies, nearshoring or robotics, to mention a few. It is 
very likely that in the next decade we will experience an 
acceleration in the development and implementation of these 
trends, so it is advisable to incorporate them in the medium 
and long-term investment profiles.
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Rates will  
fall in 2024

From “how high” to “how long”

The impact of the steepest interest rate hike 
cycle in decades is proving to be more muted 
than expected. Consensus has shifted from 
the inevitability of a recession to a soft landing. 
The market now gives a high probability to an 
economy that can sail through without a major 
crash despite high interest rates. In our view, the 
economic slowdown has not abated; it is merely 
occurring with a significant delay compared to 
other cycles. Ultimately, high interest rates will 
lead to a slowdown in growth, which in turn will 
lead to a fall in interest rates. This time is not 
different, it is just taking longer.

Growth is resilient but not  
immune to rates

Underpinned by a strong labor market and 
healthy balance sheets, the private sector is 
displaying a considerable capacity to absorb 
the shock of rate hikes. A recession similar to 
past cycles is unlikely, but the environment 
will be one of low growth as long as financial 
conditions remain so restrictive. The greatest risk 
to this scenario is the fragility of public finances. 
The public sector, which has been very supportive 
of the economy in recent years, will eventually 
have to undertake the effort of bringing the 
fiscal deficit back on track. The arithmetic of 
high deficits and elevated interest rates in a low 
growth scenario may be called into question in 
the – not too distant – future.
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Relief in the bond market: the hiking cycle is over

1.1

Interest rates will fall in 2024
The process of interest rate hikes by most central banks has been historically intense and 
prolonged given the persistency of the inflationary shock. Markets have had to digest a more 
forceful monetary tightening than initially expected and have been adjusting expectations 
to a "higher for longer" scenario throughout 2023. As can be seen in the bottom left chart 
– and taking the US interest rate curve as a reference – the monetary adjustment process 
appears to have peaked. The upward shift in rate expectations has occurred in two phases. 
The first stage was the adjustment in short-term ("higher") interest rates, which was briefly 
interrupted by questions following the intervention of some financial institutions (Credit 
Suisse in Europe and SVB, Signature and First Republic in the United States). Once the market 
got reassurance  that the problems in the financial system were limited to a few institutions 
with idiosyncratic problems, the tightening of monetary policy resumed in a second phase, 
in which the adjustment shifted to the longer end of the yield curve ("longer").

Central banks globally (with exceptions such as in Japan or China) have taken interest rates to 
levels that are very restrictive to economic growth, and monetary authorities are aware that 
the intensity of the restriction should be sufficient to moderate inflationary pressures. In 
the bottom right chart, we can see how the wave of interest rate hikes that peaked at the 
end of 2022 appears to be waning and monetary authorities are moving from wondering 
"how high" to raise rates to questioning "how long" to keep them high. This shift is already 
well underway in some emerging economies, and in particular, central banks such as those 
of Chile and Brazil which had started monetary tightening earlier have already moved to 
lower interest rates. If it is confirmed that interest rates have indeed peaked, this would 
remove one of the main sources of uncertainty for investors. In particular, the investment 
outlook for the most interest rate sensitive asset classes (mainly fixed income) appears 
clearer. Ultimately, high interest rates will cause growth to slow which will bring interest 
rates down and provide relief to bond markets.

The market is shifting 
its focus from "how 
high" to "how long"

Rate cuts are not 
imminent (except in 
emerging economies) 
but will eventually 
occur in 2024

High probability 
that the rate hike 
cycle is over in major 
economies

The cycle of interest rate hikes seems to have ended: next move should be lower rates
Source: Bloomberg. Data as of 11/22/2023

The market has already adjusted in both the short and long ends of the yield curve

  US Treasury long-term interest rate (*)        
  Expected Fed peak rate
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Relief in the bond market: the hiking cycle is over

1.2

This change in monetary policy is made possible by the confirmation that inflationary 
pressures are easing in most economic sectors. As shown in the left-hand chart below, 
the spike in inflation was very significant due to the combined effect of the post-pandemic 
reopening and the invasion of Ukraine: more than 8% in headline inflation and around 5% 
in core inflation in both the United States and Europe. The types of price pressures have 
been diverse, but important sources of inflation have gradually receded, especially those 
related to demand for goods, transport and energy. Consumer demand has shifted from 
goods to services and the weakness in manufacturing activity is pushing down industrial 
prices (China is again exporting deflation through its production costs). The contribution of 
supply-side forces (supply shortages, market disruptions, etc.) to inflation seems to have 
subsided. 

The most concerning aspect of the price stabilization process lies in the services 
component where inflation is being more persistent due to two factors: the tightness of 
the labor market and the shift in consumer demand from goods to services as a result of 
post-pandemic normalization. The strength of employment despite the deterioration in 
economic expectations and rate hikes is explained by the greater propensity of firms to 
retain workers in an environment of significant shortage of skilled labor due to demographic 
trends. In both the Euro Area and the United States, the unemployment rate is only a few 
tenths of a percent above its lowest levels in recent decades which is driving demand for 
wage increases (as recently seen in the automotive sector in the United States). This means 
that the U.S. Federal Reserve, the ECB and the Bank of England will continue to favor a 
policy of high interest rates for longer, in order to allow the delayed impact of rate hikes 
to be reflected in the economy.

Nevertheless, as the inflation projections in the charts below show, we expect the 
disinflationary trend to continue through 2024. In this environment, we expect central 
banks to confirm market expectations that interest rates have peaked and that the next 
move will be downwards.

The fight against 
inflation cannot be won 
until there are drops 
in prices within the 
services sector

We expect the 
disinflationary trend 
to continue in 2024, 
but central banks will 
remain vigilant

Central banks are 
relieved by the 
confirmation of the 
downward trend in 
inflation indicators

The consensus of economists foresees a continuation of disinflation in 2024
Source: Bloomberg economic forecasts.  Data is year average. Data as of October 2023

Inflation will continue to decline in 2024, although it will remain above the 2% target
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Relief in the bond market: the hiking cycle is over

1.3

Another factor supporting our view that interest rates have peaked is our scenario of a gradual 
slowdown in the economy over the coming quarters. The third quarter GDP figure for the US 
economy was quite strong (4.9% annualized growth), but we believe that it cannot be extrapolated 
and that there will be signs of a slowdown in the coming quarters. In our view, the effects of 
monetary tightening will become more evident and growth in 2024 will be lower than in 2023. The 
chart on the bottom right shows the expectations for GDP growth by the consensus of economists 
published in Bloomberg and shows a moderate slowdown in economic activity to levels below the 
average of the last decade. While avoiding recession in a broad sense, the economy in 2024 will 
show that it is not immune to the effects of rising interest rates.

There are differentiating aspects of this economic cycle that have caused a longer lag in 
the transmission of restrictive monetary policy to economic growth. In particular, the fiscal 
expansion programs approved during and after the pandemic (Inflation Reduction Act, Next 
Generation EU, ...) have continued to support the economy. In the United States, the stimulus 
programs were particularly generous and the aid to families allowed for an enormous savings 
surplus that has served to cushion the loss of purchasing power resulting from the upturn in 
inflation. In addition, many households and businesses took advantage of extraordinarily low 
pre-2022 interest rates to refinance their mortgages at fixed rates over an extended period. 
But quarter by quarter, the fiscal momentum is fading, accumulated savings are dwindling, 
subsidy programs are expiring (e.g. student loans in the US) and more loans are being 
rolled over at much higher interest rates. 

We believe that a further weakening of growth in the coming quarters is inevitable as a side 
effect to the progress in controlling inflation. Higher interest rates have been slow to show their 
effect, but we will observe a greater effectiveness in the monetary transmission mechanism with 
a weakening of job creation, a restriction in investment plans and an increase in the number of 
companies and families struggling to meet their financial obligations. This greater visibility of 
the loss of momentum in economic activity will shift the focus of central banks from inflation 
to growth, making rate cuts possible in the second half of 2024. 

The effects of 
monetary tightening 
are being felt with a 
longer lag, but will 
eventually affect 
growth in 2024

A number of 
differentiating factors 
have mitigated the 
impact of high interest 
rates in the post-
lockdown economy

The economy will 
eventually become 
susceptible to 
monetary tightening, 
which would prompt a 
shift in monetary policy 
bias

Moderation in business confidence indicators foreshadows slower growth in 2024
Source: Bloomberg. Data as of Octuber 2023

The economy is slowing but it is not falling into recession
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Relief in the bond market: the hiking cycle is over

1.4

If the forecasts above are true, they would imply a slowdown but a moderate one compared to 
previous periods of rising rates.

There is a lot of debate among economists about the nature of the economic slowdown 
we are facing and how it differs from previous cycles, with the current consensus using the 
term "soft landing". That term refers to a very moderate downturn cycle in which central 
banks' price stability objectives are achieved at a moderate cost in terms of job losses and 
below-average economic growth. In our view, the more accurate term would be "long 
landing", as this slowdown is characterized above all by the fact that it is protracted and 
gradual, which contributes to the impression of moderation.

In our view, the differentiating factor that allows the adjustment to be moderate and 
protracted is the low level of private sector debt in the current cycle. As shown in the 
charts below, households and, to a lesser extent, corporations have been very cautious 
in their financing and spending decisions over the past decade. The banking sector, under 
regulatory pressure in the aftermath of the Great Financial Crisis, has also played an 
important role in moderating leverage. Furthermore, many households and businesses 
have extended the maturity of their debts, resulting in a more gradual pass-through of 
rising interest rates. This financial discipline is one of the reasons why this slowdown is 
moderate. The private sector will not have to aggressively cut back on consumption and 
investment because it has avoided financial excesses in the recent past.

In summary, we predict that the economy in 2024 will continue to experience disinflation, 
with high interest rates impacting investment and spending. However, we anticipate a 
shift in monetary policy in the latter half of the year, with developed economies reducing 
interest rates following the lead of emerging economies. We believe that we have reached 
the interest rate ceiling, and now need to find the growth floor.

Households and corporate debt (% of GDP)
Source: Bloomberg. Data as of September 2023

The private sector is moderately leveraged

The private sector has 
not built-up excessive 
leverage in this cycle 
and does not need to 
make extraordinary 
adjustments

We do not see a slump 
in economic activity 
but rather a slowdown. 
resulting from the 
delayed impact of rate 
hikes

The adjustment of 
this cycle is happening 
over a period, which 
gives the impression of 
moderation
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Relief in the bond market: the hiking cycle is over

1.5

Key risks that may affect the base case scenario
Source: Bloomberg, U.S. Congressional Budget Office (CBO) and European Central Bank (ECB) projections. Data as of 11/22/2023

It's important to keep an eye on the trajectory of budget deficits and energy prices

The main area of 
financial fragility in the 
global economy  is the 
growing indebtedness 
of the public sector

Risks of revisions to 
our central economic 
scenario have a 
negative bias

The 2024 United 
States presidential 
elections and 
the subsequent 
developments in 
geopolitical affairs will 
take center stage

United States Euro Area Geopolitical conflicts and oil prices
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Risks: Geopolitics and public deficits
Our base case scenario of a prolonged and moderate adjustment in growth and falling 
inflation is vulnerable to the interaction of several factors, among which we would 
highlight two: geopolitical turbulence and the increasing vulnerability of public finances.

The bottom left chart illustrates this last area of concern with public debt levels near 
100% of GDP in both the United States and the Euro Area. Macro projections are based 
on continued high levels of public spending and deficits in a environment of high interest 
rates and therefore rising debt servicing costs. Fiscal policy support for growth may be 
challenged in the not-too-distant future as the market - or the electorate - becomes more 
aware of the long-term risks to financial stability (just as ultra-expansionary monetary 
policy had to be reversed as inflationary risks emerged). In this cycle, the economy has 
been highly resilient to the adverse effects of rising interest rates because the private 
sector had not built-up financial imbalances. The opposite has been the case with public 
finances, which is why we consider the sustainability of public debt to be a source of 
potential economic and market vulnerability. The dynamics 2024 being an election year 
in the US could add further uncertainty regarding public finances.

In terms of geopolitics, we will closely monitor the developments in the relationship between 
the United States and China, the Ukraine conflict, and the conflicts in the Middle East. The 
graph on the right depicts the rise in geopolitical risk perception and the likelihood of 
economic contagion through energy price hikes, which have exhibited significant reactions 
historically. The alterations in consumer and investor confidence will be contingent upon 
these factors. A key area of interest, which will only gain in significance as 2024 unfolds, 
is the forthcoming U.S. presidential election.
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Global shifts are creating new opportunies

02
Focus on four 
global shifts

Broadening the view  
of the cycle 

In our view, both the level of interest rate 
neutrality and the level of inflation are likely to 
be structurally higher than they have been in the 
past. Tensions between labor supply and demand 
appear to support a higher inflation rate. After a 
decade of relying on ultra-expansionary policies in 
both the fiscal and monetary realms, we are now 
headed towards a period of greater moderation 
and orthodoxy in the implementation of 
economic incentives.

Another factor that will impact economic growth in 
coming decades is the low population growth in 
most developed countries. This demographic trend 
is likely to result in a shortage of skilled labor.

Four major paradigm shifts 

We believe the world is witnessing an accelerating 
change as a result of the interaction of four major 
transitions.

The first upheaval is driven by the need for a 
radical shift in the energy model to meet the 
challenge of decarbonization by 2050. At the 
same time, we are witnessing the most disruptive 
technological breakthrough since the advent of 
the internet with the dizzying growth of artificial 
intelligence solutions. We are also also facing a 
shift in the geopolitical and economic balance as a 
result of the difficult relationship between China and 
the United States. Finally, investors are witnessing 
a structural shift in the sources of corporate 
financing, with a greater role for private markets 
(private equity and private debt).
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Global shifts are creating new opportunies

2.1

Focus on four global shifts
As we gain more clarity of the new equilibrium in risk-free rates, it becomes more important 
to have a clear idea of the areas where we want to allocate capital to optimize returns on the 
long term. As we extend the investment horizon, we identify four major transitions in which 
it will be key to position portfolios to generate differentiated returns in the long term:

1) Energy transition and the challenge of decarbonization

The global energy landscape is undergoing a radical with investment in clean energy 
sources growing significantly faster than fossil fuels' investments (see chart below). 
This shift marks a pivotal moment in the energy transition and reflects the growing 
recognition of the need to combat climate change and reduce carbon emissions. 
Moreover, commitments to decarbonization and energy security prompted by the 
invasion of Ukraine have driven clean energy policy in the world's largest economies. The 
U.S. Inflation Reduction Act (IRA) earmarks $369 billion for green technology subsidies; 
the European Commission plans to award at least €250 billion ($270 billion) to cleantech 
companies, and has decided to bring forward the target of doubling installed solar capacity 
in the EU from 2030 to 2025. Governments, businesses, and individuals worldwide 
are recognizing the immense potential of renewable energy to provide sustainable, 
reliable, and environmentally friendly power sources for the future, further accelerating 
the transition away from fossil fuels. 

The drive for investment in clean energy is leading to an accelerated shift in the energy 
production mix (see right graph). This accelerated change is generating enormous 
investment opportunities that are not free of volatility and uncertainty due to various 
factors (regulatory changes, shortage of materials, inflation of certain supplies, sensitivity 
to interest rates...). The energy transition will involve the largest volume of investment in 
infrastructure in history, and the financial markets will be affected in multiple dimensions 
by this transformation. 

Public and private 
capital will continue 
to support the 
energy transition 
creating investment 
opportunities 

War and subsidies 
have accelerated 
investments in 
renewables, EVs 
and electrification

Four global shifts will 
impact long-term 
growth and re-allocate 
resources across 
economies and sectors

The drive towards decarbonization is boosting investments in renewables, energy storage and grid infrastructure
Source: AIE World Energy Investment 2023

Renewables, led by solar, and EVs are leading the increase in clean energy investment

2.0

1.8

1.6

1.4

1.2

1.0

0.8

100

80

60

40

20

0

2015 2016 2017 2018 2019 2020 2021 2022 2023 2000 2010 2020 2030 2040 2050

  Fossil fuels      Clean energy   Coal      Gas       Oil      Bioenergy    
   Other renewables      Nuclear      Solar      Wind

Annual investment in fossil fuels and clean energy, (Trillion US$) Primary energy by fuel (%)

(Projections)

Market Outlook 2024 15



Global shifts are creating new opportunies

2.2

2) AI revolution could boost productivity on a global scale

If energy transition is going to imply the biggest investment in infrastructure in the coming 
decades, artificial intelligence (AI) impact on productivity could add trillions of dollars in 
value to the global economy. Generative AI is bound to be the technological breakthrough 
of this generation and the impressive growth of ChatGPT (reaching 100 million users in 
just 2 months) could be marked as  the event of 2023. The implications of AI go beyond 
pure technology companies, transcending sectors and geographies as it has the potential 
to change the anatomy of work, augmenting the capabilities of individual workers by 
automating some of their individual activities. The latest generative AI applications can 
perform a range of routine tasks, such as the reorganization and classification of data. But it 
is their ability to write text, compose music, and create digital art that has garnered headlines 
and persuaded consumers and households to experiment on their own. The buzz around AI 
is getting louder, tech stocks are hitting new highs, more than 2 million programmers are 
using it and the big players are preparing to launch new AI tools.

The deployment of generative AI and other technologies could help accelerate productivity, 
partially compensating for declining workforce and boosting overall economic growth. The 
graph on the left illustrates how adverse demographic trends imply that, to maintain the level 
of growth, improvements in productivity are indispensable. Current challenges for corporations 
worldwide to fill vacancies in many critical areas highlight the fertile ground in which companies 
could boost technological investments to boost their AI capabilities and solutions. 

Based on McKinsey estimates (“The economic potential of generative AI: the next productivity 
frontier”), the automation of individual work activities enabled by these technologies could 
provide the global economy with an annual productivity boost of 0.2 to 3.3% from 2023 to 
2040 depending on the rate of automation adoption. McKinsey analyzed multiple use cases 
across business functions in which the technology can address specific business challenges 

Generative AI is poised to unleash the next wave of productivity boosting global economic growth
Source: McKinsey. The economic potential of generative AI: The next productivity frontier.  June 14, 2023

 AI could unlock trillions of dollars in value across sectors from banking to life sciences

AI-powered 
automation has the 
potential to boost 
worker productivity, 
offering competitive 
advantage to 
companies, sectors 
and economies that 
adopt this technology

The pace of 
technological change 
in AI is breathtaking as 
the scope of use cases 
continues to expand at 
a staggering rate

Advances in generative 
AI could imply the 
dawn of an intelligence 
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2.3

that produce one or more measurable outcomes. Those myriad increases in productivity 
that are likely to materialize when the technology is applied across knowledge workers´ 
activities could range between $6.1 trillion and $7.9 trillion annually. This is in the order of 
magnitude of the UK’s gross domestic product in 2021 of around $3.1 trillion. Generative AI 
is the most important technological development of the last several decades and investors 
cannot ignore its implications as they extend their investment horizon.

3) Geopolitical tensions and implications on global trade and investment flows

The simmering rivalry between the United States and China, exacerbated by trade disputes, 
technological competition and ideological differences, has created an environment of 
uncertainty and risk for companies operating on a global scale. The disruption of supply 
chains in the wake of the pandemic highlighted the fragility of the global supply chain. The 
war in Ukraine revealed Europe's energy vulnerability and overdependence on Russian gas. 
All this is leading to a gradual shift away from the traditional model of hyperglobalization, 
characterized by a deep integration of production networks across borders, towards a more 
fragmented and regionalized approach to trade and a redirection of capital flows.

In this regard, friendshoring and nearshoring have emerged as viable alternatives to 
traditional global sourcing strategies. For example, the United States has actively promoted 
a friendshoring strategy with its allies in the Indo-Pacific region, such as India, Vietnam 
and Japan, with the aim of reducing dependence on China for critical goods and services. 
Nearshoring, on the other hand, is attractive to companies seeking to reduce supply chain 
disruptions and transportation and even labor costs, which is the case with the relocation 
of production to Mexico of U.S. companies. It can be seen in the graph on the right that 
Mexico has taken over China as the largest source of U.S. imports and that this trend 
looks set to continue in the future. This change is also evident in the evolution of foreign 
direct investment (FDI) flows as can be seen in the botton left table. While it is true that 

Changing pattern of global trade and capital flows
Source: IMF World Economic Outlook April 2023 and US Census Bureau.  Data as of August 2023

Geopolitical polarization has winners and losers

Nearshoring and 
reshoring refer to 
the regionalization 
or relocation of 
production centers

Hyper-globalization 
challenged by loss of 
confidence, disruption 
of trade flows and 
over-dependence

Foreign direct 
investment (FDI) 
flows have shifted 
in recent years, with 
China becoming less 
attractive to the rest of 
the world

24%

20%

16%

12%

8%

4%

0%

2018 2019 2020 2021 2022 2023

Other 10 major trading partners

13.5%

14.7%

15.0%

China's net FDI turns negative for first time since 1998 Breakdown of US imports from different geographies 
(%, monthly data)

120

100

80

60

40

20

0

-20

2009 2011 2013 2015 2017 2019 2021 2023

Bn
 U

SD

Market Outlook 2024 17



Global shifts are creating new opportunies

2.4

FDI declined in absolute terms between 2020 and 2022 compared to the period 2015-
2020, there are economies such as China that have seen an even greater drop (less direct 
investment was channeled to China from all regions of origin).

4) Financial markets in transition: the growth of private markets

The fourth paradigm shift we highlight is the capital access' change to finance technological 
innovation, the energy transition and all restructuring and growth projects that are creating 
value in the economy. It is not just energy, trade and technology which are facing major shifts: 
financial markets are also entering a moment of fundamental transition. Historically, stock 
exchanges and financial institutions were the main mechanisms for accessing new financing 
needs, but this role is increasingly shared with private markets. In the dynamic landscape 
of global finance, unlisted private markets, which encompass private debt, investment in 
infrastructure, natural resources, real estate and private equity, are increasingly key players in 
corporate growth and innovation (see chart below). 

Private debt, characterized by loans and bonds issued directly to companies by private 
investors, has been booming due to its flexibility in responding to the specific needs 
of companies at different stages of development. Private debt providers offer longer 
maturities, less stringent covenants and a more hands-on approach, encouraging long-
term partnerships with investee companies. Private equity, on the other hand, consists 
of investing in unlisted companies, typically those with high growth potential but limited 
access to traditional financing channels. Private equity firms provide not only capital, but 
also expertise, operational support and a network of industry contacts, and play a crucial 
role in the success of their portfolio companies. While public markets remain essential to 
the global economy, many companies today have grown to dominant market positions 
without ever engaging with public financing.  

A large part of the value creation of new companies takes place before their shares are 
listed on the stock exchange, which is why it is increasingly necessary to extend the scope 
of investment to the private markets. 

Assets under management in the global private markets (Trn USD)
Source: Preqin. Data as of 11/22/2023

The size of private markets has grown at an annual rate of 15% over the last decade
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Investing beyond the short term

03
Investing 
beyond the 
short term

Investing beyond 
 the short term...

Investors currently have a wide range of 
investment options that offer returns above the 
average of recent decades. But none compares 
as favorably to recent historical benchmarks as 
the return on short-term government bonds. This 
combination of maximum safety and improving 
returns is likely to tempt many investors to 
seek excessive shelter in the short term. From 
a broader investment perspective, we believe 
it makes sense to be positioned in more 
diversified portfolios that can consolidate current 
high yields over longer horizons.

... and positioning portfolios  
for the next cycle

In this era of disruption, it makes sense to broaden 
the horizon of opportunities beyond traditional and 
conservative assets. With a long-term perspective, 
investors may want to consider the combined 
effects of inflation and innovation and explore 
investments in equities and private markets. 
Investment opportunities are becoming less of a 
monopoly of listed markets, and it is important 
to evaluate positioning in alternative funds that 
invest in private markets in order to access a wider 
range of opportunities. Be ready to capitalize 
on  the opportunities arising from changing 
trade flows (positioning in countries that benefit 
from nearshoring) and the beneficiaries of the 
introduction of artificial intelligence solutions and 
more efficient energy.

III
In depth:
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3.0

Opportunities beyond the short term
The attempt by central banks to control high inflation by normalising monetary policy 
may soon be coming to an end. However, it has done considerable damage to the value 
of fixed income assets. Since benchmark interest rates began to rise around two years 
ago (from 4.5% in the eurozone to 13.75% in Brazil), investors have felt the pressure on 
valuations of various assets. Although some central banks are starting to cut rates, the 
recent experience has been negative for conservative investors, who are the most exposed 
to fixed income. The bouts of instability and the negative change in bond values have 
affected investors, especially those with greater concentration in fixed income securities. 
As a result, they are more likely to invest in risk-free assets.  

The recent rise in yields on short-term investments is likely to encourage investors to 
prioritize stability over potential returns. The charts below illustrate a substantial increase 
in short-term investment yields for the two main benchmark currencies, both in nominal 
and real terms. This shift signals the end of a challenging period for risk-averse investors, 
who previously faced losses even in low-risk environments. While seeking short-term 
shelter after a volatile period is understandable, it is crucial to avoid sacrificing long-term 
opportunities. Cash yields do not provide lasting value over the long term. Investors' 
tendency to base future predictions on recent experiences can lead to ineffective financial 
decisions. This section outlines five strategies that can complement short-term investing 
and expand opportunities over a longer timeframe. By combining different types of risks, 
such as sensitivity to interest rates and cyclicality of returns, investors can achieve a 
balanced portfolio with a safety cushion provided by short-term rates.

Short-term rates in nominal and real terms
Source: Bloomberg.  Data as of 11/22/2023

15 years after the Great Financial Crisis, short-term rates finally provide value

For the first time in 
decades, the starting 
point for investors 
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net of inflation

Favorable environment 
for combining short-
term positioning with 
strategies that extend 
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longer period of time

A higher level of 
certainty regarding the 
peak rates provides 
greater visibility into 
the valuation of assets
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3.1

1) Extend duration in fixed income portfolios

The recent rise in inflation and central bank action to contain it has triggered a 
normalisation of interest rates, leading to the largest correction in global bond markets 
on record (in nominal terms). This correction has been particularly severe for longer-
dated bonds, which are more sensitive to interest rate movements. However, the ongoing 
disinflationary trend and the likelihood of a slowdown in economic indicators suggest 
that the attractiveness of positioning at the long end of the curve may be shifting.

The chart below shows the advantages of extending the duration of fixed income 
portfolios when central banks are nearing the end of their tight monetary policies. The 
boxes in the chart represent the return on short-term investments (Fed Funds) compared 
to the return on long-term fixed income investments (10-year US Treasuries) in the 
twelve months following the peak of interest rate hikes. As you can see, the strategy of 
pivoting towards the long end of the curve has produced significant return differentials. 
Only when inflation spikes sharply, forcing central banks to tighten monetary policy more 
aggressively (as in the early Volcker era of the 1980s), does staying in the short term 
become more profitable.

In addition, this strategy makes it possible to increase the defensive nature of investment 
portfolios because long-term bonds tend to perform well in negative economic growth 
environments. The likelihood of a shortening of the "high for longer" period in interest 
rates is increasing, and we believe that the first strategy investors should consider is to 
increase the duration of their portfolios. We believe that longer-duration bonds provide 
greater resilience to portfolios, offering attractive yields today that can be locked in over 
a longer time horizon and the potential benefit of price appreciation in a recession. Long-
term government bonds now offer an attractive asymmetric profile with significant upside 
potential and limited downside.

The traditional 
investment handbook 
would recommend 
increasing the maturity 
of fixed income 
investments with the 
goal of consolidating 
returns near the 
interest rate peak of 
this cycle

Interest rates are once 
again attractive, and 
the focus should now 
shift to extending these 
yields over a longer 
time horizon

Extending duration in 
fixed income improves 
the defensive profile of 
investment portfolios 
in the face of economic 
slowdown

U.S. 10-year Treasury yields and short-term rates (Fed Funds)
Source: Santander and Bloomberg. Data as of 11/14/2023

Extending duration has generated value in the period following the peak of rate hikes
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3.2

2) Capturing the risk premium of high-quality corporate bonds

In an environment of below-average economic growth, it's crucial to exercise caution 
when selecting issuers to invest in, prioritizing companies with strong creditworthiness. 
At this stage of the economic cycle, it's advisable to overweight government bonds relative 
to corporate bonds to minimize the risk of negative credit events such as restructurings, 
bankruptcies, and defaults. This approach is supported by the negative experiences of 
previous cycles. However, as we discussed in the first section, corporate debt in the current 
environment carries less leverage risk than in the past. This creates the opportunity to 
generate additional returns by investing in higher-quality segments of corporate bonds. 
Investment-grade corporate bonds offer attractive risk premiums and compete favorably 
with equities on a yield basis, a situation that hasn't been seen in many years.

The prolonged period of low interest rates enabled many companies to extend the 
maturity of their debt financing on the capital markets. An analysis of the changes in 
financing costs for publicly traded companies suggests that the impact of restrictive 
monetary policy on the corporate sector was not immediate. Similarly, an analysis of 
the maturity structure of investment-grade fixed-income instruments and the average 
coupon that companies effectively pay indicates that a significant portion of companies 
can navigate the current tight monetary and credit conditions without experiencing 
significant financial pressure.

The graphs below show the remuneration of risk compared to the actual bankruptcy data 
in the highest credit quality segment (investment grade). We can observe the sensitivity 
of debt default statistics and credit spreads to economic downturns. However, we can 
see how the strategy of capturing credit risk premiums generates additional returns as it 
is almost the norm for default rates to be below the spread obtained by taking on credit 
risk. We believe that incorporating high credit quality corporate bonds can add value to 
investment portfolios.

In our view, credit risk 
is lower today than in 
other cycles, as many 
companies have been 
able to obtain long-
term financing at very 
low rates

The current amount 
of compensation 
received from the risk 
premium surpasses 
the likelihood 
of experiencing 
bankruptcy

The overall quality of 
the balance sheets for 
companies is higher 
than inpast economic 
cycles

Credit risk spread to benchmark and historical default rates in investment grade corporate bonds
Source: Bloomberg and Moody’s.  Data as of 11/22/2023

Credit risk premiums are attractive in a scenario of a moderate economic slowdown
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3) Maximizing diversification in fixed-income portfolios 

The end of monetary policy normalization and the reduced perception of inflation risk 
have created various opportunities to add value and diversify portfolios. In addition to the 
previously mentioned strategies of extending maturities and capturing risk premiums in 
high-quality corporate bonds, other strategies with varying levels and types of risk can be 
employed. As the charts below illustrate, the improvement in yields has been widespread 
across all fixed income market segments. With an abundance of attractive yielding 
bonds to choose from, this is an ideal time to enhance diversification in fixed income 
portfolios. Mortgage securitization is one segment that we find particularly appealing 
given the current cycle's specifics. Mortgage underwriting standards were substantially 
tightened following the Financial Crisis due to increased banking regulation. This has 
resulted in historically low mortgage default rates.

Extending the duration of fixed income portfolios at today's higher yields offers 
a protective buffer that can be used to acquire moderate exposure to higher-risk 
instruments. Bonds from emerging economies where central banks have already 
begun lowering rates, specific high-yield issuers, AT1 instruments from stable financial 
institutions, and bonds with idiosyncratic risks such as catastrophe bonds all exemplify 
strategies that can provide value and diversification. Investing in these securities, which 
yield more than 8%, is unlikely to result in negative returns over a one-year horizon unless 
there is an extreme widening of credit spreads.

The primary challenge of introducing new combinations of fixed income instruments is the 
difficulty in assessing whether the outcome aligns with each investor's risk tolerance. Managed 
investment solutions, such as multi-strategy funds or managed portfolios, provide access to 
these opportunities while employing appropriate risk controls, offering the best approach 
to maximizing diversification solutions (multi-strategy funds or managed portfolios) that 
provide access to these opportunities with appropriate risk control.

Elevated yields provide 
resilience against 
increasing risks to 
the global economy 
and allow asset 
allocators to enhance 
diversification

Investors may access 
the higher yielding 
segments of fixed 
income markets 
through managed 
investment solutions 
(portfolios and funds)

Wide range of opportunities to earn above-inflation returns
Source: Bloomberg.  Data as of 11/14/2023

Optimal timing for portfolio diversification through a combination of different risk premia
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Correlation between stock market valuation multiples and long-term interest rate level (2005-2023)
Source: Bloomberg. Data as of 11/20/2023

The overvaluation of the S&P500 is largely explained by the valuation of the “Magnificent 7”
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4) Buy equity optionality and seek valuation support

When interest rates are reaching their peak and concerns are transitioning from the threat 
of high inflation to an economic slowdown, fixed income becomes a more appealing 
option than equities in terms of tactical asset allocation. However, this does not imply 
the need for an excessively defensive stance or an extreme underweight position in equities 
of equities, as they remain the primary driver of generating returns that exceed the risk-
free rate over the long term. As the investment horizon lengthens, the cyclical dynamics of 
the economy become less significant, and the ability of equities to generate real inflation-
adjusted returns becomes increasingly important.

In fixed income, the overweight is linked to the visibility on the peak of interest rate hikes; 
in equities, the turning point in earnings estimate downgrades is the key to moving to 
a more constructive position. Third quarter results were mixed (positive for the S&P 500 
but negative for European equities) and we are still waiting to see the pace of the economic 
slowdown in the coming quarters. Volatility in global equity markets has remained 
moderate, providing an opportunity to gain exposure to equities through options and 
structured products with varying degrees of capital protection.

The European and US equity markets continue to have different dynamics in terms of 
the timing of earnings growth, but also in terms of valuation, and this is very clear in the 
charts below. The vertical axis measures valuation based on the 12-month forward earnings 
multiple (12M Forward PE) and the horizontal axis shows the level of 10-year government 
bonds. For European equities, current valuation levels based on earnings multiples are in 
line with the historical norm in this interest rate environment. In contrast, US equity market 
valuations are stretched relative to history at similar interest rate levels, as measured by 
forward earnings multiples. However, much of this overvaluation is justified by the strategic 
positioning in AI and the growth differential of the seven technology giants (Microsoft, 
Meta, Alphabet, Nvidia, Tesla, Amazon and Apple). If we analyse the S&P 500 without these 
seven companies, we arrive at valuation metrics that are more in line with historical norms. 
Much of the dislocation between current valuations and theoretical fair value, given bond 
yields, is therefore based on the market's perception of these seven companies.

The end of downward 
estimates in earnings 
will signify the return 
to overweight
equities

European equities 
trade at tighter 
multiples but have a 
lower growth profile 
heading into 2024 and 
less representation of 
leading companies in 
artificial intelligence

Caution in cyclical 
positioning should 
not cause us to 
overlook equities' 
ability to produce 
distinct real returns 
over the long term
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Long-term return on investment in private markets vs. public markets
Source: Cambridge Associates.  Data as of March 2023

Extending the investment horizon to the private markets has generated high returns
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5) Access to the growing opportunity of private markets

Financial markets are experiencing a significant shift away from traditional public markets 
and financial systems as the sole means of financing business ventures. As highlighted 
in the paradigm shifts section, the growth of unlisted markets is a fundamental trend, 
and the cost of not considering this investment strategy in long-term portfolios is rising. 
While alternative investments were previously restricted to institutional investors, 
private banks and asset managers are now launching vehicles to provide their more 
experienced clients with access to this type of investment. These vehicles enable 
sophisticated investors to access new market segments and assets, such as leasing, 
infrastructure, renewables, and venture capital, in addition to traditional private equity 
and private debt.

Private market investments have delivered impressive returns in recent decades, as shown 
in the chart below.  These investments should not be timed based on economic cycles 
due to liquidity restrictions and long-term vehicle profiles. While traditional fund returns 
may suffer from high interest rates and an economic slowdown, it may be an appropriate 
timing to enter private markets. The best-performing private equity vintages were 
invested in weaker economic environments, benefiting from lower valuation multiples. 
Private market investments can extend the investment horizon, enhance diversification, 
and capture illiquidity risk premiums.

With limited liquidity from new financing, IPOs, and divestitures, secondary funds offer 
attractive opportunities due to valuation discounts and shorter maturities. Private debt 
positions can also be increased as lenders gain stronger negotiation power. In real estate, 
focus on quality and resilience, favoring logistics, multifamily, and industrial sectors. 

Both private equity 
and private debt offer 
differential returns 
over the long term and 
diversification with 
respect to investment 
in listed markets

A period of economic 
downturn and 
decreased liquidity 
may present favorable 
opportunities to 
increase allocations in 
alternative assets and 
engage in secondary 
market transactions

Private markets 
broaden the 
opportunity set with 
access to different 
segments and sectors 
of the economy

Market Outlook 2024 25



Investing beyond the short term

6) Positioning for paradigm shifts

To extend the investment horizon, investors may want to for the four major transitions 
outlined in Section 2. Artificial intelligence (AI) is the most prominent disruptive force with 
immense potential to generate global value. AI promises to enhance productivity, drive 
economic growth, and improve quality of life worldwide. Long-term investment strategies 
must incorporate positioning that capitalizes on new business models enabled by these 
technological advancements.

At the forefront of decarbonization challenges lies a shift in the energy mix, prioritizing 
renewable energy sources and electrification. The table below highlights the unprecedented 
scale of investment required to transform energy production and consumption infrastructure 
by 2050. This transformation represents the largest investment humanity has ever undertaken. 
Companies leading this paradigm shift hold immense value creation potential, as exemplified 
by Tesla's success in the automotive sector. However, this transformation is not without its 
volatility, driven by uncertainties surrounding the efficiency of new technologies, evolving 
regulatory landscapes, and other factors. Therefore, a diversified approach encompassing 
various value chain segments, including critical minerals, energy storage, and network 
infrastructure, is crucial.

He business opportunities arising from shifts in trade and investment flows to reduce supply 
chain vulnerability to geopolitical disruptions are equally significant. We identify substantial 
investment opportunities in regions like Mexico, Indonesia, and South Korea, which are 
poised to benefit from nearshoring trends.

Significant investment 
in decarbonization 
projects should 
translate into high 
growth potential for 
solution providers in 
the space

The greatest 
opportunity for value 
creation on a global 
scale is the use of 
artificial intelligence 
solutions across all 
sectors

3.6

Long-term impacts of major paradigm shifts facing the global economy
Source: IEA, McKinsey, Moody´s and Preqin

Significant growth and value creation opportunities in these four transitions

Global transition in ENERGY

55 Trn$

26 Trn$

16 Trn$

23 Trn$
Global transition in TRADE

Global transition in TECHNOLOGY

Global transition in MARKETS

According to a 2022 report by Moody's Analytis, nearshoring could potentially impact 
up to 20% of global trade (25,5 Trn$), with the most significant impact expected in 
manufacturing industries.

The IEA estimates that the total cost of decarbonizing energy production will be around 
$55 trillion over the next three decades.

Preqin estimates that global alternatives AUM will surpass $23,3Trn by end-2027, 
up from $Trn$ as of the end of 2021.

A study by McKinsey & Company estimates that AI could boost global GDP by up to $15,7 
trillion by 2030, with productivity gains accounting for up to 5,6 trillion of that total.

The search for security 
in supply chains
(nearshoring) has 
enormous potential for 
value creation in some 
geographies
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Are fixed income markets fairly valued?
Valuation of an asset in percentiles is based on its historical levels of 25 years.For fixed 
income, the nominal and real levels of interest rates and the spread against the risk-free 
asset are considered. The closest the percentile is to 0, the less attractive the asset is.  On 
the opposite, the closest the percentile is to 100, the more attractive the asset is.

US Aggregate Fixed Income-Historical yield
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Infographic No. 1: Fixed income markets valuation 
relative to historical average
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 U.S. and European recessions         Yield
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Pan European aggregate fixed income index -  Percentiles of valuation relative to historical average 
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Infographic No. 2:  
Diversified fixed income portfolios yields

Yield to maturity in nominal terms

Yield to maturity in real terms*

Contribution to real returns by asset type

Moderate-risk fixed income portfolio (USD)

* Real yields = Nominal yields – 5 to10 years inflation expectations
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30 30 25 7.5 7.5
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Infographic No. 2:  
Diversified fixed income portfolios yields 
Moderate-risk fixed income portfolio (EUR)

Yield to maturity in nominal terms

Yield to maturity in real terms*

Contribution to real returns by asset type

* Real yields = Nominal yields – 5 to10 years inflation expectations
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30 30 25 7.5 7.5
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Infographic No. 3: Equity markets valuation relative  
to historical average
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Appendix: 
Tables.

Historical returns of main asset classes.
Source: Bloomberg and Santander. 

Data as of 11/24/2023 Returns Annualized returns

2018 2019 2020 2021 2022 2023 3 years 5 years 10 years

Short-term (USD) (1) 1.9% 2.2% 0.4% 0.1% 1.7% 4.7% 2.1% 1.8% 1.2%

Short-term (EUR) (2) -0.4% -0.4% -0.5% -0.5% 0.1% 3.0% 0.8% 0.3% 0.1%

Global Fixed Income (3) -1.2% 6.8% 9.2% -4.7% -16.2% 0.6% -6.5% -0.9% -0.2%

Fixed Income (USD) (4) 0.0% 8.7% 7.5% -1.5% -13.0% 0.9% -4.7% 0.6% 1.3%

  Sovereign (USD) (5) 1.4% 5.2% 5.8% -1.7% -7.8% 1.6% -2.7% 0.8% 0.9%

  Corporates (USD) (6) -2.5% 14.5% 9.9% -1.0% -15.8% 3.0% -4.7% 1.8% 2.4%

  High Yield (USD) (7) -2.1% 14.3% 7.1% 5.3% -11.2% 8.3% 1.2% 4.0% 4.2%

Fixed Income (EUR) (8) 0.4% 6.0% 4.0% -2.9% -17.2% 2.7% -6.1% -1.7% 0.6%

  Sovereign (EUR) (9) 1.0% 6.8% 5.0% -3.5% -18.5% 2.3% -6.9% -1.7% 0.8%

  Corporates (EUR) (10) -1.3% 6.2% 2.8% -1.0% -13.6% 4.2% -3.7% -0.5% 1.0%

  High Yield (EUR) (11) -3.6% 12.3% 1.8% 4.2% -11.1% 8.6% 0.6% 2.6% 3.4%

Emerging Global Fixed Income (USD) (12) -2.5% 13.1% 6.5% -1.7% -15.3% 3.6% -4.2% 1.1% 2.5%

  LatAm (USD) (13) -4.9% 12.3% 4.5% -2.5% -13.2% 4.4% -3.1% 1.0% 2.4%

MSCI World (USD) -10.4% 25.2% 14.1% 20.1% -19.5% 15.6% 5.7% 8.8% 6.4%

S&P 500 (USD) -6.2% 28.9% 16.3% 26.9% -19.4% 18.7% 8.4% 11.6% 9.7%

MSCI Europe (EUR) -13.1% 22.2% -5.4% 22.4% -11.9% 8.0% 6.1% 5.1% 3.4%

MSCI Emerging Markets (USD) -16.6% 15.4% 15.8% -4.6% -22.4% 3.3% -6.8% 0.4% -0.2%

MSCI Asia Pac. ex-Japan (USD) -13.9% 19.2% 22.4% -2.9% -17.5% 2.8% -4.6% 3.6% 3.5%

MSCI Latin America (USD) -9.3% 13.7% -16.0% -13.1% -0.1% 16.2% 4.4% -0.7% -2.9%

(1) Barclays Benchmark Overnight USD Cash Index; 2) Barclays Benchmark 3mEUR Cash Index; 3) Bloomberg Barclays Global Aggregate Total Return Index Value Unhedged USD; 4) Bloomberg 
Barclays US Agg Total Return Value Unhedged USD; 5) Bloomberg Barclays US Intermediate Treasury TR Index  Value Unhedged SD; 6) Bloomberg Barclays US Corporate Total Return Value 
Unhedged USD; 7) Bloomberg Barclays US Corporate High Yield Total Return Value Unhedged USD; 8) Bloomberg Barclays EuroAgg Total Return Index Value Unhedged EUR; 9) Bloomberg Barclays 
EuroAgg Treasury Total Return Index Value Unhedged EUR; 10) Bloomberg Barclays Euro Aggregate Corporate Total Return Index Value Unhedged EUR; 11) Bloomberg Barclays Pan-European 
Aggregate High Yield TR Index Value Unhedged EUR; 12) Bloomberg Barclays EM Aggregate Total Return Value Unhedged USD; 13) Bloomberg Barclays Emerging Markets LatAm Total Return Value 
Unhedged USD
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Equities indices.
Source: Bloomberg and Santander.

Last  
Price

Change Last 10 years Return Annualized return

12 months Low Range High 2021 2022 2023
3  

years
5  

years
10  

years

US S&P 500 4,556 1,783 4,766 26.9% -19.4% 18.7% 8.4% 11.6% 9.7%

DOW JONES INDUS. 35,384 15,699 36,338 18.7% -8.8% 6.7% 6.1% 7.8% 8.2%

NASDAQ 14,231 4,104 15,645 21.4% -33.1% 36.0% 6.2% 15.4% 13.6%

Europe Stoxx 50 3,981 2,701 4,054 22.8% -4.4% 9.0% 9.2% 6.6% 3.3%

Eurozone (EuroStoxx) 4,373 2,787 4,471 21.0% -11.7% 15.3% 8.1% 6.9% 3.6%

Spain (IBEX 35) 9,954 6,452 11,521 7.9% -5.6% 21.0% 7.6% 2.2% 0.3%

France (CAC 40) 7,295 4,166 7,498 28.9% -9.5% 12.7% 9.9% 8.1% 5.5%

Germany (DAX) 16,031 9,306 16,447 15.8% -12.3% 15.1% 6.9% 7.5% 5.7%

United Kingdom  
(FTSE 100) 7,483 5,577 7,876 14.3% 0.9% 0.4% 5.7% 1.5% 1.2%

Italy (MIB) 29,427 16,198 29,645 23.0% -13.3% 24.1% 10.7% 9.5% 4.6%

Portugal (PSI 20) 6,338 3,945 7,608 13.7% 2.8% 10.7% 12.5% 5.7% 0.0%

Switzerland (SMI) 10,878 7,808 12,876 20.3% -16.7% 1.4% 1.3% 4.2% 2.8%

LatAm Mexico (MEXBOL) 52,836 34,555 56,537 20.9% -9.0% 9.0% 7.7% 5.1% 2.5%

Brazil (IBOVESPA) 126,035 40,406 126,802 -11.9% 4.7% 14.9% 5.5% 7.9% 9.1%

Argentina (MERVAL) 911,420 5,391 911,460 63.0% 142.0% 351.0% 160.6% 97.0% 66.6%

Chile (IPSA) 5,803 3,439 6,394 3.1% 22.1% 10.3% 12.0% 2.5% 4.5%

Asia Japan (NIKKEI) 33,626 14,304 33,626 4.9% -9.4% 28.9% 9.6% 9.2% 8.1%

Hong Kong  
(HANG SENG) 17,559 14,687 32,887 -14.1% -15.5% -11.2% -12.8% -7.5% -3.0%

South Korea (KOSPI) 2,497 1,755 3,297 3.6% -24.9% 11.6% -1.4% 3.9% 2.2%

India (Sensex) 65,970 20,514 66,528 22.0% 4.4% 8.4% 14.4% 13.5% 12.6%

China (CSI) 3,538 2,146 5,352 -5.2% -21.6% -8.6% -10.9% 2.4% 4.0%

World MSCI WORLD 3,009 1,547 3,232 20.1% -19.5% 15.6% 5.7% 8.8% 6.4%

Data as of 11/24/2023
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Equities by style and sector.   
Source: Bloomberg and Santander.

Last  
Price

Change Last 10 years Return Annualized return Ratios

12  
months Low Range High 2021 2022 2023 3 years 5 years10 years

PE 
Ratio

Divi-
dend 
Yield

MSCI World  3,009 1,547 3,232 20.1% -19.5% 15.6% 5.7% 8.8% 6.4%  17.40  2.12 

Style
MSCI World 
High Dividend 
Yield

 1,352 978 1,447 12.6% -7.4% 0.9% 2.8% 3.1% 2.3%  12.91  3.92 

MSCI World 
Momentum     3,463 1,366 3,978 14.6% -17.8% 7.7% 2.9% 10.2% 9.8%  18.37  1.73 

MSCI World 
Quality     3,998 1,327 4,058 25.7% -22.2% 26.7% 9.2% 14.7% 11.5%  21.71  1.70 

MSCI World 
Minimum 
Volatility    

 4,433 2,202 4,730 14.3% -9.8% 3.9% 3.2% 5.6% 7.0%  17.10  2.61 

MSCI World 
Value     11,571 6,429 11,937 21.9% -6.5% 4.7% 7.5% 6.3% 5.4%  12.67  3.45 

MSCI World 
Small Cap     591 318 705 15.8% -18.8% 4.6% 2.0% 6.0% 6.0%  16.85  2.33 

MSCI World 
Growth   8,998 3,205 9,693 21.2% -29.2% 31.1% 6.5% 14.2% 10.8%  26.51  0.90 

Sector Energy 459 164 479 40.1% 46.0% 2.3% 27.6% 7.7% 1.9% 9.51 4.30

Materials 544 229 590 16.3% -10.7% 6.1% 3.9% 8.2% 5.2% 15.91 3.13

Industrials 501 238 520 16.6% -13.2% 13.4% 1.2% 6.4% 5.9% 19.13 2.03

Consumer 
Discretionary 506 210 595 17.9% -33.4% 27.7% -5.5% 5.6% 6.4% 20.24 1.41

Consumer 
Staples 432 241 470 13.1% -6.1% -0.9% 3.1% 5.8% 5.6% 18.88 2.81

Health Care 485 215 518 19.8% -5.4% -1.1% 5.9% 8.8% 8.8% 20.10 1.85

Financials 249 125 263 27.9% -10.2% 7.9% 6.7% 5.4% 5.0% 11.94 3.01

Information 
Technology 692 132 692 29.8% -30.8% 46.6% -0.7% 13.1% 13.9% 31.50 0.78

Real Estate 351 269 517 28.7% -25.1% -9.5% -0.6% 1.6% 3.6% 23.13 #N/A 
N/A

Communica-
tion Services 183 106 220 14.4% -36.9% 41.9% -8.6% 1.8% 1.6% 20.08 1.17

Utilities 301 175 331 9.8% -4.7% -3.5% 2.1% 6.0% 5.9% 14.49 4.04

Data as of 11/24/2023
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Appendix: Tables

Government Bonds.
Source: Bloomberg and Santander.

10 years

Rating 
(S&P)

Interest rate Change Last 10 years
Interest rates change 

(bp) 10 years
Yield curve 
steepness

C. Bank* 2 years 10 years 12 months Low Range High Month YtD YoY 10-2 years

Developed  

    U.S. AA+ 5.50% 4.95% 4.48% 0.53% 4.93% -45 297 87 -0.47

    Germany AAA 4.00% 3.07% 2.65% -0.70% 2.84% -16 283 72 -0.42

    France AA 4.00% 3.40% 3.21% -0.40% 3.43% -22 301 80 -0.19

    Italy BBB 4.00% 3.66% 4.39% 0.54% 4.78% -34 322 51 0.73

    Spain A 4.00% 3.52% 3.64% 0.05% 4.15% -25 307 69 0.12

    United  
    Kingdom AA 5.25% 4.74% 4.31% 0.10% 4.51% -20 334 115 -0.43

    Greece BBB- 4.00% n.d. 3.83% 0.61% 15.42% -34 250 -32 n.d.

    Portugal BBB+ 4.00% 3.17% 3.30% 0.03% 6.13% -22 284 43 0.14

    Switzerland AAA 1.75% 1.36% 0.99% -1.05% 1.58% -10 115 -9 -0.37

    Poland A- 5.75% 5.39% 5.63% 1.15% 8.34% -3 198 -96 0.24

    Japan A+ -0.10% 0.06% 0.78% -0.27% 0.95% -17 71 52 0.71

Emerging Markets

    Brazil BB- 12.75% 10.36% 11.09% 6.49% 16.51% -77 26 -165 0.74

    Mexico BBB 11.25% 10.46% 9.63% 5.24% 10.20% -57 206 40 -0.82

    Chile A 9.00% 6.63% 5.85% 2.19% 6.79% n.d. n.d. n.d. n.d.

    Argentina CCC- 133.00% n.d. n.d. 0.00% 0.00% n.d. n.d. n.d. n.d.

    Colombia BB+ 13.25% 9.77% 10.74% 5.39% 13.79% -102 254 n.d. 0.97

    Turkey B 35.00% 37.53% n.d. 6.98% 26.62% n.d. n.d. n.d. n.d.

    Russia A- 5.75% 5.42% 5.64% 1.16% 8.37% -3 197 -96 0.22

    China A+ 2.39% 2.43% 2.70% 2.51% 4.58% 1 -7 -22 0.27

    India BBB- 6.50% n.d. 7.27% 5.84% 8.86% -8 82 -1 n.d.

*Central Bank lending facility, except in Eurozone countries, where the marginal deposit facility is used.

Data as of 11/24/2023
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Appendix: Tables

Currencies.   
Source: Bloomberg and Santander.

Commodities.   
Source: Bloomberg and Santander.

Last Price

Change Last 10 years Annualized return

12 months Low Range High 2023 3 years 5 years 10 years

EUR/USD 1.0939 0.98 1.39 2.2% -2.6% -0.7% -2.1%

EUR/GBP 0.87 0.70 0.92 2.0% -0.8% -0.4% 0.4%

EUR/CHF 0.96 0.96 1.23 2.6% 3.8% 3.2% 2.5%

EUR/JPY 164 114 164 16.5% -8.9% -4.8% -1.7%

EUR/PLN 4.37 4.04 4.86 7.2% 0.8% -0.4% -0.4%

GBP/USD 1.26 1.12 1.71 4.3% -1.8% -0.3% -2.5%

USD/CHF 0.88 0.87 1.03 4.8% 1.2% 2.5% 0.3%

USD/JPY 150 101 152 -12.3% -11.3% -5.5% -3.8%

USD/MXN 17.12 12.86 24.17 13.9% 5.6% 3.6% -2.7%

USD/ARS 357.52 6.52 357.52 -50.5% -39.2% -36.3% -33.5%

USD/CLP 872 529 969 -2.4% -4.0% -5.0% -5.0%

USD/BRL 4.89 2.21 5.75 7.9% 3.6% -4.8% -7.4%

USD/COP 4.039 1.877 4.940 20.2% -3.4% -4.4% -7.2%

USD/CNY 7.15 6.05 7.32 -3.5% -2.7% -0.6% -1.6%

EUR/SEK 11.44 8.83 11.88 -2.4% -3.7% -2.1% -2.5%

EUR/NOK 11.71 8.12 11.85 -10.3% -3.0% -3.6% -3.5%

Last  
Price

Change Last 10 years Return Annualized return

12 months Low Range High 2021 2022 2023 3 years 5 years 10 years

Crude Oil (Brent) 81.0 18 124 49.2% 5.5% -0.5% 21.2% 12.0% -9.3%

Crude Oil (W. Texas) 76.8 19 115 58.7% 4.2% -4.4% 21.4% 15.2% -6.7%

Gold 2,001.1 1,060 2,001 -3.5% -0.1% 9.6% 2.9% 17.8% 17.2%

Copper 8,409.5 4,561 10,375 25.2% -13.9% 0.4% 5.4% 10.7% 5.8%

CRB Index 275.1 117 317 38.5% 19.5% -1.0% 20.5% 15.3% 0.0%

Natural Gas (USA) 2.8 3 6 31.4% 38.8% -42.0% 0.8% -0.3% -19.7%

Natural Gas (Europe) 47.4 15 177 119.7% 144.3% -43.7% 44.9% 36.5% n.d.

Data as of 11/24/2023
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"Periodic table"  
for asset returns

*Data as of 11/24/2023
Total return indices track both the capital gains as well as any cash distributions, such as dividends or interest, attributed to the components of the index.

Returns

-

+

Calendar Year Returns

Asset Class Reference 
Index 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 YTD

US Equities S&P 500 TR 54.4%
Japan 
Equities

16.7%
Spain 
Government

12.1%
Japan 
Equities

14.8%
Global High 
Yield

37.3%
Emerging 
Markets 
Equities

2.6%
Spain 
Government

31.5%
US Equities

18.4%
US Equities

38.5% 
Commodities

22.0% 
Commodities

29.4%
Japan 
Equities

Japan 
Equities

Topix TR 32.4%
US Equities

13.7%
US Equities

6.4%
Europe 
Equities

12.0%
US Equities

22.4%
Global 
Equities

2.4%
Eurozone 
Government

28.2%
Europe 
Equities

18.3%
Emerging 
Markets 
Equities

28.7%
US Equities

0.1%
Liquidity 
EUR

25.6%
Spain 
Equities

Spain 
Equities

Ibex35 TR 27.8%
Spain 
Equities

10.3%
Eurozone 
Government

1.6%
Spain 
Government

11.2%
Emerging 
Markets 
Equities

22.2%
Japan 
Equities

-0.4%
Liquidity 
EUR

27.7%
Global 
Equities

15.9%
Global 
Equities

23.2%
Europe 
Equities

-2.0%
Spain 
Equities

20.4%
US Equities

Emerging 
Markets 
Equities

MSCI EM TR 26.7%
Global 
Equities

10.3%
Japan 
Equities

1.4%
US Equities

9.7% 
Commodities

21.8%
US Equities

-1.2%
Europe IG

18.4%
Emerging 
Markets 
Equities

8.0%
Global High 
Yield

21.8%
Global 
Equities

-2.5%
Japan 
Equities

18.0%
Europe 
Equities

Europe 
Equities

Eurostoxx50 
TR

21.5%
Europe 
Equities

8.6%
Spain 
Equities

0.3%
Eurozone 
Government

7.5%
Global 
Equities

11.3%
Spain 
Equities

-3.3%
Global High 
Yield

18.1%
Japan 
Equities

7.4%
Japan 
Equities

12.7%
Japan 
Equities

-9.5%
Europe 
Equities

17.4%
Global 
Equities

Commodities RJ/CRB Total 
Return Index 

11.0%
Spain 
Government

8.3%
Europe IG

-0.1%
Liquidity 
EUR

4.8%
Europe IG

10.2%
Global High 
Yield

-4.4%
US Equities

16.6%
Spain 
Equities

4.4%
Spain 
Government

10.8%
Spain 
Equities

-13.2%
Global High 
Yield

8.2%
Global High 
Yield

Global 
Equities

MSCI World 
TR

8.0%
Global High 
Yield

4.9%
Global 
Equities

-0.5%
Europe IG

4.2%
Spain 
Government

9.2%
Europe 
Equities

-8.7%
Global 
Equities

13.7%
Global High 
Yield

3.0%
Eurozone 
Government

1.4%
Global High 
Yield

-14%
Europe IG

5.8%
Emerging 
Markets 
Equities

Europe IG ERL0 TR 2.3%
Europe IG

4.0%
Europe 
Equities

-0.9%
Global 
Equities

4.0%
Eurozone 
Government

2.5%
Europe IG

-10.7% 
Commodities

11.8% 
Commodities

2.7%
Europe IG

-0.5%
Liquidity 
EUR

-17.7%
Spain 
Government

4.0%
Europe IG

Liquidity
EUR

Eonia TR 0.1%
Liquidity 
EUR

0.1%
Liquidity 
EUR

-3.5%
Spain 
Equities

3.7%
Europe 
Equities

1.7% 
Commodities

-11.5%
Spain 
Equities

8.6%
Spain 
Government

-0.5%
Liquidity 
EUR

-1.1%
Europe IG

-17.8%
Eurozone 
Government

3.7%
Commodities

Global High 
Yield

HW00 TR -2.3%
Eurozone 
Government

-0.1%
Global High 
Yield

-4.2%
Global High 
Yield

2.6%
Spain 
Equities

1.1%
Spain 
Government

-12.0%
Europe 
Equities

6.3%
Europe IG

-3.2%
Europe 
Equities

-2.50%
Emerging 
Markets 
Equities

-18.1%
US Equities

3.0%
Liquidity 
EUR

Spain 
Government

SPAIN 10 YR -2.6%
Emerging 
Markets 
Equities

-2.2%
Emerging 
Markets 
Equities

-14.9%
Emerging 
Markets 
Equities

0.3%
Japan 
Equities

-0.4%
Liquidity 
EUR

-14.6%
Emerging 
Markets 
Equities

3.0%
Eurozone 
Government

-9.3%
Commodities

-2.7%
Eurozone 
Government

-18.1%
Global 
Equities

2.2%
Spain 
Government

Eurozone 
Government

GERMANY 
10 YR

-5.0% 
Commodities

-17.9% 
Commodities

-23.4% 
Commodities

-0.3%
Liquidity 
EUR

-1.4%
Eurozone 
Government

-16.0%
Japan 
Equities

-0.4%
Liquidity 
EUR

-12.7%
Spain 
Equities

-3.1%
Spain 
Government

-20.1%
Emerging 
Markets 
Equities

1.0%
Eurozone 
Government
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This report has been prepared by Santander Wealth Management & Insurance Division, 
a Global business unit of Banco Santander. S.A. (“WMI”, together with Banco Santander, 
S.A. and its affiliates shall be hereinafter referred to as “Santander”). This report contains 
economic forecasts and information gathered from several sources. The information 
contained in this report may have also been gathered from third parties. All these 
sources are believed to be reliable, although the accuracy, completeness or update of 
this information is not guaranteed, either implicitly or explicitly, and is subject to change 
without notice. Any opinions included in this report may not be considered as irrefutable 
and could differ or be, in any way, inconsistent or contrary to opinions expressed, either 
verbally or in writing, advices, or investment decisions taken by other areas of Santander.

This report is not intended to be and should not be construed in relation to a specific 
investment objective. This report is published solely for informational purposes. This 
report does not constitute an investment advice, an offer or solicitation to purchase or 
sell assets, services, financial contracts or other type of contracts, or other investment 
products of any type (collectively, the “Financial Assets”), and should not be relied upon 
as the sole basis for evaluating or assessing Financial Assets. Likewise, the distribution of 
this report to a client, or to a third party, should not be regarded as a provision or an offer 
of investment advisory services.

Santander makes no warranty in connection with any markets forecasts or opinions, or 
with the Financial Assets mentioned in this report, including with regard to their current 
or future performance. The past or present performance of any markets or Financial 
Assets may not be an indicator of such markets or Financial Assets future performance. 
The Financial Assets described in this report may not be eligible for sale or distribution in 
certain jurisdictions or to certain categories or types of investors.

Except as otherwise expressly provided for in the legal documents of a specific Financial 
Assets, the Financial Assets are not, and will not be, insured or guaranteed by any 
governmental entity, including the Federal Deposit Insurance Corporation. They are not 
an obligation of, or guaranteed by, Santander, and may be subject to investment risks 
including, but not limited to, market and currency exchange risks, credit risk, issuer and 
counterparty risk, liquidity risk, and possible loss of the principal invested. In connection 
with the Financial Assets, investors are recommended to consult their financial, legal, tax 
and other advisers as such investors deem necessary to determine whether the Financial 
Assets are suitable based on such investors particular circumstances and financial 
situation. Santander, their respective directors, officers, attorneys, employees or agents 
assume no liability of any type for any loss or damage relating to or arising out of the use 
or reliance of all or any part of this report.

At any time, Santander (or employees thereof) may have positions aligned or contrary to 
what it is stated herein for the Financial Assets, or deal as principal or agent in the relevant 
Financial Assets or provide advisory or other services to the issuer of relevant Financial 
Assets or to a company connected with an issuer thereof.

The information contained in this presentation is confidential and belongs to Santander. 
This report may not be reproduced in whole or in part, or further distributed, published or 
referred to in any manner whatsoever to any person, nor may the information or opinions 
contained therein be referred to without, in each case, the prior written consent of WMI.

Any third party material (including logos, and trade marks) either literary (articles/studies/
reports/etc. or excerpts thereof) or artistic (photos/graphs/drawings/etc.) included in 
this report/publication are registered in the name of their respective owners and only 
reproduced in accordance with honest practices in industrial or commercial matters.

Important Legal Notice:
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