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• US economic growth continued to remain strong over the second quarter. Growth was weaker in developed countries outside the US as 

well as China, which still seems to be touching bottom. Overall, this paints a picture of a resilient global economy and aligns with our 

expectations of a moderate slowdown in global growth in 2024 and 2025 while avoiding a hard landing.

• US inflation was below expectations in the second  quarter of 2024. Headline CPI was 3% year-over-year through June, while core CPI 

came in at 3.3%. Inflation is expected to decline further as remaining inflationary components such as shelter roll over. Labor markets 

have shown signs of softening from tight levels as seen by the unemployment rate increasing slightly to around 4.1%, which may help 

inflation fall back to target.

• Nevertheless, the Fed remained cautious as implied by the FOMC dot plot. Outside the US, the European central bank cut rates for the 

first time since 2019 and the Swiss national bank cut rates for the second time in a surprise move, while the Bank of England held rates 

steady but is also expected to start cutting rates later this year. Japan on the other hand exited yield curve control as inflationary 

pressures mounted, albeit from very low levels.

• Geopolitical events abounded this quarter, including ongoing conflicts in the Middle East and Eastern Europe and numerous elections 

including in India, Mexico, France and the UK. This increased political uncertainty and, in some cases, led to brief drawdowns in local 

equity market as in the case of India and France.

• Over the quarter, strong equity returns pushed equity valuations further into richly valued territory, particularly in the US. Rising yields 

have kept fixed income attractively valued compared to recent history, while this quarter’s risk on environment has kept credit spreads at 

tight levels.

Strong stock performance in aggregate but high dispersion; bonds mostly flat

Inflation stabilizing again, economy resilient, central banks remain cautious

• Global equity markets had a solid second quarter although dispersion within equities was large. Expectations for rate cuts were pushed 

out. However, markets were upbeat amid improving inflation readings, the AI narrative, strong corporate profit growth and a generally 

solid economy, which benefited US large growth stocks the most. Returns for small cap and value were negative. International equities 

suffered partly due to heightened political uncertainty in Europe, while emerging markets performed strongly.

• Treasury yields were up slightly during the quarter as markets expected the Fed to hold off with rate cuts until later this year given 

inflation uncertainty remains elevated. The 2-year Treasury yield rose by ~10 bps from 4.6% to 4.7% during Q2, while the 30-year 

Treasury yield rose by ~20 bps from 4.3% to 4.5%. Credit spreads declined during this risk-on quarter.

• The Bloomberg US Aggregate Bond Index returned 0.1% in Q2 as high coupons offset the negative rate impact except for longer 

durations, while the MSCI ACWI returned 2.9%. As a result, a traditional 60/40* portfolio returned 1.8%.

Market review & outlook

*60% MSCI ACWI, 40% Bloomberg US Aggregate
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Performance summary
Market Performance

Second Quarter 2024

Market Performance 

YTD

Source: Standard & Poor's, Russell, MSCI Barra, NAREIT, Bloomberg; as of 06/30/24. Past performance is no guarantee of future results.
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Economic fundamentals

• US economic growth continued at a solid pace during the 

second quarter, while the Eurozone and UK lagged. 

Consensus growth forecasts for 2024 fell for the United 

States but rose marginally for the Eurozone and UK, while 

forecasts for 2025 remained the same except for the 

Eurozone and US, which increased slightly.

• Manufacturing PMIs remained in expansionary  territory 

except for the Eurozone.

• The US labor market loosened over the quarter but remains 

tight. The unemployment rate (U-3)1 ended the quarter at 

4.1%, and the labor force participation rate remained at 

62.6%, just below its pre-Covid trend. However, wage growth 

appears to be moderating.

US resilient, rest of the world weaker

1 The U-3 unemployment rate represents the percentage of the civilian labor force that is jobless and actively 

seeking employment.
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Risk factors

• Long-term interest rates rose during the quarter as markets 

dialed back rate cut expectations from earlier this year.

• Geopolitical risks remained elevated as conflicts across the 

Middle East and Eastern Europe remain unresolved while 

numerous elections added to political uncertainty.

• US headline inflation came in at 3% in June, while core CPI 

declined to 3.3%, a relief following higher-than-expected 

inflation readings during the first quarter.

• The CBOE Volatility Index (VIX) marginally decreased from 

13.0 to 12.4.

• The Bloomberg US Financial Conditions Index tightened 

slightly during the quarter but remains near its easiest levels 

since 2021.

Long-term interest rates rise but financial conditions remain easier than two years ago

1 Source: Bloomberg; as of 6/30/24
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Regional equity returns

• Global equities maintained their momentum for the quarter 

with the MSCI ACWI returning 2.9%, but there was 

considerable dispersion this quarter.

• The S&P 500 rallied strongly during the quarter, up 4.3%, 

still led by the Magnificent 7.

• International developed stocks returned -0.4% in Q2, far 

behind US equities due to their lower tech exposure, slower 

earnings growth and additional political uncertainty. A 

stronger dollar detracted 140 bps from US$ returns during 

the quarter.

• Emerging markets equities returned 5.0% in Q2, 

outperforming developed equities, which was driven by 

strong positive returns from Asia. Latin America and 

emerging Europe detracted from returns.

Global equities perform strongly, driven by large US growth stocks

Past performance is no guarantee of future results
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US equity factor and sector returns

• The AI narrative was fueled by strong earnings results for 

companies like Nvidia, becoming the most valuable company 

in the S&P 500 for a brief period. 

• Relative to the MSCI USA, the quality factor produced the 

strongest results during the quarter driven by strong tech 

performance, while equal-weighted was the weakest due to 

poor performance across most value sectors and smaller cap 

companies.

• The strongest sectors for this quarter were information 

technology, communication services, and utilities. Traditional 

value sectors such as energy, financials, healthcare, 

industrials, materials, and real estate all had negative 

performance.

Mega-growth outperforms by wide margin

Past performance is no guarantee of future results
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• Valuations slightly increased during the quarter due to 

rising equity prices. The trailing P/E ratio on the MSCI US Index 

rose from 26.2 to 26.41. We estimate that the equity risk 

premium over long-term treasuries decreased roughly 30 bps 2.

• International developed stocks appear more reasonably valued 

than US stocks, but markets may price in slower economic and 

earnings growth for these stocks.

• Emerging market valuations continue to appear attractive. The 

Chinese economy seems to be touching bottom, but serious 

cyclical and structural challenges remain. 

Valuations rose driving strong equity returns

Equity fundamentals

1 Source: Refinitiv; as of 6/30/24
2 Source: MSCI, Refinitiv, Mercer; as of 6/30/24
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• The Bloomberg US Aggregate Index returned 0.1% 

during the quarter. Treasuries returned 0.1% and 

corporates were flat. The yield curve shifted higher 

during the quarter. The 2-year yield rose 10 bps, while 

the 30-year yield rose 20 bps 1 .

• Spreads on US investment-grade credit fell to ~0.9%, 

below the long-term median level2 but this was offset by 

rising rates.

• US high yield bonds returned 1.1% during the quarter, 

as high yield spreads fell 24 bps to 3.1% in a risk-on 

market. US high yield spreads are 120 bps below the 

long-term median level of 4.3%2. Local currency EMD 

returned -1.6% during Q2 as the strong dollar was a 

headwind.

Yields rise and credit spreads fall to 2-year low

Interest rates and fixed income

1 Source: Federal Reserve; as of 6/30/24
2 Source: Bloomberg, Mercer; as of 6/30/24
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• The US’ economic resilience and continued inflation 

uncertainty has led to the Fed holding off on rate cuts. 

The consensus is one rate cut possibly in September. 

These numbers are down from the 3 cuts that were 

projected earlier in the year.

• US inflation breakeven rates fell modestly during the 

quarter, with the 10-year inflation breakeven rate ending 

at ~2.3%, still below the Fed’s target of 2.0% PCE 

(roughly equivalent to 2.5% CPI)1.

• Overseas, the ECB cut and BOE left rates unchanged in 

Q2 while the BOJ exited yield curve control. The Swiss 

surprised markets with a second rate cut in a row.

Fed remains cautious even as inflation data improve

Monetary policy

1 Source: St. Louis Fed; as of 6/30/24
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• Global developed REITs returned -2.1% during Q2, 

underperforming broader equity markets by a wide margin. 

Core infrastructure stocks had moderately positive returns 

during the quarter. Higher rate sensitivities for both sectors 

were a headwind this quarter.

• Commodities and natural resources had negative to positive 

performance depending on the index. Decreasing oil prices 

led to negative performance for the energy heavy S&P GSCI 

Commodity index. The price of WTI crude oil fell by ~2% and 

ended the quarter at around $83.

• The HFRI FOF Composite Index returned 0.5% in Q2 1.

• Global private equity outperformed global developed stocks 

over the longer-term trailing periods 2.

REITs & infrastructure underperform broader equities, negative commodity returns

Alternative investment performance

1 Source: Hedge Fund Research; as of 6/30/24
2 Source: Burgiss, Bloomberg; as of 3/31/24
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Ending June 30, 2024

Valuations and yields

Yields

Global Bonds 6/30/2024 3/31/2024 12/31/2023 9/30/2023

Germany – 10Y 2.50 2.30 2.02 2.84

France – 10Y 3.30 2.81 2.56 3.40

UK – 10Y 4.17 3.93 3.54 4.44

Switzerland – 10Y 0.60 0.69 0.70 1.10

Italy – 10Y 4.07 3.68 3.70 4.78

Spain – 10Y 3.42 3.16 2.99 3.93

Japan – 10Y 1.06 0.73 0.61 0.77

Euro Corporate 3.82 3.66 3.56 4.52

Euro High Yield 7.02 7.72 7.35 8.43

EMD ($) 8.49 7.23 7.43 9.03

EMD (LCL) 7.18 6.81 6.19 6.76

US Bonds 6/30/2024 3/31/2024 12/31/2023 9/30/2023

3-Month T-Bill 5.48 5.46 5.40 5.55

10Y Treasury 4.36 4.20 3.88 4.59

30Y Treasury 4.51 4.34 4.03 4.73

10Y TIPS 2.08 1.88 1.72 2.24

30Y TIPS 2.23 2.07 1.90 2.33

US Aggregate 5.00 4.85 4.53 5.39

US Treasury 4.57 4.43 4.08 4.85

US Corporate 5.48 5.30 5.06 6.04

US Corporate High Yield 7.91 7.66 7.59 8.88

Valuations

MSCI USA 6/30/2024 3/31/2024 12/31/2023 9/30/2023

Index Level 24644.7 23686.9 21453.4 19163.7

P/E Ratio (Trailing) 26.4 26.2 24.9 22.9

CAPE Ratio 32.9 32.9 29.8 27.3

Dividend Yield 1.3 1.4 1.4 1.6

P/B 5.0 4.8 4.6 4.1

P/CF 19.0 18.1 16.3 15.3

MSCI EAFE 6/30/2024 3/31/2024 12/31/2023 9/30/2023

Index Level 8199.7 8234.3 7784.0 7049.3

P/E Ratio (Trailing) 15.3 15.7 14.7 14.4

CAPE Ratio 16.8 17.3 15.6 15.4

Dividend Yield 3.0 2.9 3.0 3.2

P/B 1.9 1.9 1.8 1.6

P/CF 12.6 10.1 9.4 9.3

MSCI EM 6/30/2024 3/31/2024 12/31/2023 9/30/2023

Index Level 573.8 546.5 533.8 494.9

P/E Ratio (Trailing) 16.0 15.6 14.5 14.1

CAPE Ratio 13.0 12.2 11.9 10.9

Dividend Yield 2.6 2.8 2.9 3.1

P/B 1.7 1.7 1.6 1.6

P/CF 9.5 8.1 8.2 8.5

Source: Bloomberg, Thomson Reuters Datastream

Source: Bloomberg, Thomson Reuters Datastream
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Global market returns - overview
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Global market returns as of June 30, 2024 (%)
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Source: Refinitiv, Bloomberg; as of 06/30/24

US Stocks (CRSP US Total Market Index), Non-US Stocks (FTSE Global All-Cap ex-US Index), US Bonds (Bloomberg US Aggregate Float Adjusted Index), Non-US Bonds hedged 

(Bloomberg Global Aggregate ex-USD Float Adjusted RIC Capped Index hedged), Non-US Bonds unhedged (Bloomberg Global Aggregate Index ex-USD). 

*60/40 balanced portfolio Static Composite (36% U.S. stocks, 24% international stocks, and 28% investment-grade U.S. bonds, 12% investment-grade international bonds). 

*70/30 balanced portfolio Static Composite (42% U.S. stocks, 28% international stocks, and 21% investment-grade U.S. bonds, 9% investment-grade international bonds).



Source: Refinitiv, Bloomberg; as of 06/30/24

Past performance is no guarantee of future results

Treasuries (Bloomberg US Treasury Index), Government (Bloomberg US Government Index), Investment- grade credit (Bloomberg US Credit Index), High Yield Corporate (Bloomberg US High Yield 

Corporate index), Short Term treasuries (Bloomberg US 1-5yr Treasury Index), Intermediate term treasuries (Bloomberg US 5-10yr Treasury Index), Long term Treasuries (Bloomberg US Long Treasury 

Index), Short Term TIPS (Bloomberg US Treasury 0-5yr TIPS Index), Intermediate term TIPS (Bloomberg US TIPS Index)   

Global market returns – fixed income
Global market returns as of June 30, 2024 (%)

U.S. Fixed Income Inflation-Sensitive Fixed Income
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Source: Refinitiv, Bloomberg; as of 06/30/24

Past performance is no guarantee of future results

Treasuries (Bloomberg US Treasury Index), Government (Bloomberg US Government Index), Investment- grade credit (Bloomberg US Credit Index), High Yield Corporate (Bloomberg US High Yield 

Corporate index), Short Term treasuries (Bloomberg US 1-5yr Treasury Index), Intermediate term treasuries (Bloomberg US 5-10yr Treasury Index), Long term Treasuries (Bloomberg US Long Treasury 

Index), Short Term TIPS (Bloomberg US Treasury 0-5yr TIPS Index), Intermediate term TIPS (Bloomberg US TIPS Index)   

Global market returns – fixed income
Global market returns as of June 30, 2024 (%)
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Past performance is no guarantee of future results

Large-Cap (CRSP US Mega Cap Index), Mid-Cap (CRSP US Mid Cap Index), Small-Cap (CRSP US Small Cap Index), Value (Russell 3000 Value Index),Growth (Russell 3000 Growth 

Index), Developed Markets (FTSE Developed All Cap ex US Index), Emerging Markets (FTSE Emerging Markets All Cap China A Inclusion Index)

Global market returns - equities
Global market returns as of June 30, 2024 (%)
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Source: Refinitiv, Bloomberg; as of 06/30/24
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Periodic Table of Index Returns

Periodic table of returns

Global market returns as of March 31, 2024 (%)

Source: Bloomberg, Mercer as of 3/31/24Source: Bloomberg, Mercer as of 3/31/24

Source: Bloomberg, Refinitiv, JP Morgan, Barclays, ICE, Mercer Analysis; as of 12/31/23
Past performance is no guarantee of future results © 2024 Mercer (US) LLC. All rights reserved. 18
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Index List



Appendix 1 – Indices used by asset class 

Asset Class Index Source 

Global All Cap Equities MSCI ACWI Net Total Return Index Refinitiv 

Global Small Cap Equities MSCI ACWI Small Cap Net Total Return Index Refinitiv

Global Developed Equity MSCI World Net Total Return Index Refinitiv 

Defensive Equity
Russell 3000 Total Return Index Refinitiv

CRSP US Total Market Total Return index Refinitiv 

US Large Cap 

CRSP US Mega Cap Total Return Index Bloomberg

S&P 500 Total Return Index Refinitiv

Russell 1000  Total Return Index Refinitiv

US Large Cap growth Russell 1000 Growth Total Return Index Refinitiv

US Large Cap Value Russell 1000 Value Total Return Index Refinitiv

US Mid Cap CRSP US Mid Cap Total Return Index Refinitiv 

US SMID Cap Russell 2500 Total Return Index Refinitiv

US SMID Cap Growth Russell 2500 Growth Total Return Index Refinitiv

US SMID Value Russell 2500 Value Total Return Index Refinitiv

US Small Cap 
CRSP US Small Cap Total return Index Refinitiv

Russell 2000 Total Return Index Refinitiv

US Value Equity Russell 3000 Value Total Return Index Refinitiv

US Growth Equity Russell 3000 Growth Total Return Index Refinitiv

Global ex US Equity 

MSCI AC World ex US Net Total Return Index Refinitiv

FTSE Global All Cap ex US Total Return Index Refinitiv 

International Developed Equity 
FTSE Developed All cap ex US Total Return Index Refinitiv

MSCI EAFE Net Total Return Index Refinitiv

All indices in USD unless otherwise specified 
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Appendix 1 – Indices used by asset class 

Asset Class Index Source 

International Developed Equity Small Cap MSCI EAFE Small Cap Net Total Return Index Refinitiv

Emerging Markets Equity 

MSCI EM Net Total Return Index Refinitiv

FTSE Emerging Markets All Cap China A Inclusion Total Return Index Bloomberg 

China Equity MSCI China A Onshore Net Total Return Index Refinitiv

US Cash Bloomberg T- Bill 1-3 months Index Bloomberg

Global Bonds Bloomberg Aggregate Total Return Index Refinitiv

US Treasuries Bloomberg Treasury Total Return Index Refinitiv

US Government Bonds US Government Total Return Index Refinitiv 

US Long Treasuries Bloomberg Long Treasury Total Return Index Refinitiv 

Short Term Treasuries Bloomberg 1-5yr Treasury Total Return Index Refinitiv 

Intermediate Term Treasuries Bloomberg 5-10yr Treasury Total Return Index Refinitiv 

Short Term TIPS Bloomberg 0-5yr US TIPS Total Return Index Bloomberg

US Inflation Linked Bonds Bloomberg US TIPS Total Return Index Refinitiv

US Investment Grade Credit Bloomberg Credit Total Return Index Refinitiv

US Long Investment Grade Credit Bloomberg Long Credit Total Return Index Refinitiv

US High Yield Bonds Bloomberg High Yield Total Return Index Refinitiv

EMD (Local Currency) JPM GBI-EM Global Diversified Total Return Index Refinitiv

EMD (Hard Currency) JPM EMBI Global Diversified Total Return Index Refinitiv

Global Bonds ex US
Bloomberg Global Aggregate ex USD Float Adjusted RIC Capped Index 

Hedged 

Bloomberg 

US REITS FTSE EPRA/NAREIT United States Total Return Index Refinitiv

Global Developed REITS FTSE EPRA/NAREIT Developed Total Return Index Refinitiv

All indices in USD unless otherwise specified 
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Appendix 1 – Indices used by asset class 
Asset Class Index Source 

Infrastructure FTSE Global Core Infrastructure 50/50 Total Return 

Index

Refinitiv

Hedge Funds HFRX Equal Weighted Strategies Total Return Index Refinitiv

Commodities Bloomberg Commodity Total Return Index Refinitiv

Europe Equity MSCI Europe Net Total Return Index Refinitiv

Japan Equity MSCI Japan Net Total Return Index Refinitiv

Pacific ex Japan MSCI Pacific ex Japan Net Total Return Index Refinitiv

Canada MSCI Canada Net Total Return Index Refinitiv

Emerging Markets Asia MSCI EM Asia Net Total Return Index Refinitiv 

Emerging Markets Latin America MSCI EM Latin America Net Total Return Index Refinitiv 

EM Europe and Middle East MSCI EM & Middle East Net Total Return Index Refinitiv 

US Dollar DXY Index Bloomberg

Euro EUR Currency Index Bloomberg 

GB Pound GBP Currency Index Bloomberg 

Japanese Yen JPY Currency Index Bloomberg 

Emerging Market currency JPM EM Currency Index Bloomberg 

2-year Treasury Bloomberg US 2yr Treasury Index Bloomberg 

10-year Treasury Bloomberg US 10yr Treasury Index Bloomberg 

Long Corporate Bloomberg US long corporate Index Bloomberg

Corporate Bloomberg US corporate Index Bloomberg 

All indices in USD unless otherwise specified 
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Appendix 1 – Indices used by asset class 

Asset Class Index Source 

5 year Breakeven US 5-year breakeven index Bloomberg 

5year 5 years forward US Forward 5-year 5years Index Bloomberg 

Energy Alerian Energy MLP Total Return Index Refinitiv

Natural Resources S&P NA Natural resources Total Return Index Refinitiv 

Global Private Equity Burgiss Private Equity Burgiss 

Hedge Funds Conservative HFRI FOF conservative Index Refinitiv

Diversified Hedge Funds HFRI FOF Diversified Index Refinitiv

Strategic Hedge Funds HFRI FOF Strategic Index Refinitiv

Equity Hedge Funds HFRI Equity Hedge Index Refinitiv

Event driven Hedge Funds HFRI Event Driven Index Refinitiv

Distressed Hedge Funds HFRI ED: Distressed/Restructuring Index  Refinitiv

Relative Value Hedge Funds HFRI Relative Value Index Refinitiv

Macro Hedge Funds HFRIC Macro Index Refinitiv

All indices in USD unless otherwise specified 
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Important Notices

References to Mercer shall be construed to include Mercer (US) LLC and/or its associated companies.

© 2024 Mercer (US) LLC. All rights reserved.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its 

content may not be modified, sold or otherwise provided, in whole or in part, to any other person or entity without Mercer's prior written permission.

Past performance is no guarantee of future results. The value of investments can go down as well as up, and you may not get back the amount you have 

invested. Investments denominated in a foreign currency will fluctuate with the value of the currency. Certain investments, such as securities issued by small 

capitalization, foreign, or emerging market issuers, real property, and illiquid, leveraged (including through the use of derivative instruments), or high-yield 

funds, carry additional risks that should be considered before choosing an investment manager or making an investment decision.

Mercer does not provide tax or legal advice. You should contact your tax advisor, accountant and/or attorney before making any decisions with tax or legal 

implications. 

This does not constitute an offer to purchase or sell any securities.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not 

intended to convey any guarantees as to the future performance of the investment products, asset classes or capital markets discussed. 

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

This does not contain investment advice relating to your particular circumstances. No investment decision should be made based on this information without 

first obtaining appropriate professional advice and considering your circumstances. Mercer provides recommendations based on the particular client's 

circumstances, investment objectives and needs. As such, investment results will vary and actual results may differ materially

Information contained herein may have been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not 

sought to verify it independently. As such, Mercer makes no representations or warranties as to the accuracy of the information presented and takes no 

responsibility or liability (including for indirect, consequential, or incidental damages) for any error, omission or inaccuracy in the data supplied by any third 

party.

Investment management and advisory services for U.S. clients are provided by Mercer Investments LLC (Mercer Investments). Mercer Investments LLC is 

registered to do business as “Mercer Investment Advisers LLC” in the following states: Arizona, California, Florida, Illinois, Kentucky, New Jersey, North 

Carolina, Oklahoma, Pennsylvania, Texas, and West Virginia; as “Mercer Investments LLC (Delaware)” in Georgia; as “Mercer Investments LLC of 

Delaware” in Louisiana; and “Mercer Investments LLC, a limited liability company of Delaware” in Oregon. Mercer Investments LLC is a federally registered 

investment adviser under the Investment Advisers Act of 1940, as amended. Registration as an investment adviser does not imply a certain level of skill or 

training. The oral and written communications of an adviser provide you with information about which you determine to hire or retain an adviser. Mercer 

Investments’ Form ADV Part 2A & 2B can be obtained by written request directed to:  Compliance Department, Mercer Investments, 99 High Street, Boston, 

MA 02110. 

G-574955

Download a guide on key index definitions
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https://www.mercer.com/assets/global/en/shared-assets/global/attachments/pdf-investment-management-index-definitions-mercer.pdf
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