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Key Takeaways 
 A good year for investors 
 AI dominance but contrarian plays paid off 
 Active asset allocation remains key 

 

Lessons from 2024 

2024 turned out to be a much better year for investors than many expected. Fears of recession and 

resurgent inflation proved ill founded. Elections did not result in large overall market moves and played 

second fiddle to more fundamental factors. Even escalating conflict in the Middle East failed to trigger a 

sustained breakout in commodity prices. 

 

Instead, interest rates were reduced and multi asset portfolios outperformed cash and inflation. Being 

fully invested paid off. It helped to be heavily exposed to the “Magnificent 7” stocks, especially Nvidia, 

as the spend on Artificial Intelligence capabilities reached new highs.  

 

That AI dominance of markets is an important factor for investors to consider, because it has led to 

record levels of stock concentration in the US. A handful of companies now play an outsized role: the 6 

most valuable companies represent 25% of the US stockmarket index. The US in turn dominates global 

equity indices, representing 71% of developed world and 63% of developed and emerging combined. 

Higher concentration has been driven by surging profitability, supercharged by share prices rising faster 

than earnings. The result is a highly valued US sharemarket.  

 

We see this as an emerging risk rather than something today that justifies moving away from normal 

levels of risk taking. Our research on overall investment conditions is not flagging an extreme and we 

can still identify enough opportunities within the US market and elsewhere to be able to generate 

attractive risk adjusted returns. 

 

Previous instances of highly valued “market darlings” that dominated stock market indices, foretell the 

need to actively manage asset allocation and to search out opportunities far and wide. Diversifying 

beyond headline AI themed US companies is now especially important for investors facing a transition to 

retirement or drawing down on their capital. This challenge is one of the key topics in our 2025 outlook: 

“Our best investing ideas when the US looks expensive”. 

 

Some of these markets also feature in the lesser-known success stories of 2024; US financials (+37%), 

US utilities (+33%), China (+19%), US small companies (+19%) and Germany (+15%). We still see upside 

in China and US small caps, given current share prices and greater support from their respective  
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government policies, even with the prospect of increased tariffs. All have been oversized positions in 

Morningstar multi asset managed portfolios and funds in 2024, reflecting the breadth of our research 

coverage and the opportunity to profit from excessive pessimism.  

 

The more notable laggard has been the UK stockmarket. Its 11% return while high by historical 

standards and compared to inflation, paled in comparison to those boosted by AI spending. It remains in 

our view one of the better valued developed markets and has improved demand/supply balance 

dynamics with more share buybacks and takeover activity and less structural selling pressure from UK 

pension funds.  

 

As for bonds, 2024 was a mediocre year with investors having to reign in their expectations for interest 

rate cuts and concerns that a Trump presidency might add to inflationary pressures and fiscal deficits. 

Riskier corporate bonds trounced safer government bonds, bringing down yield spreads to the low end 

of their historic range. We prefer emerging market bonds, as they continue to offer better value even 

after performing well. Developed government bonds reminded us of their defensive qualities during the 

mid-year mini-panic, and remain fairly priced with scope to provide diversification and outperform cash. 

Overall, our key takeaways from 2024 are to be thankful for such returns from equities, expect more 

normal returns in 2025 and to use active asset allocation to manage the extra risks that come with a 

highly concentrated and highly priced US stock market. K 

 

All sources referenced from Morningstar Direct as at 11/12/2024 unless stated otherwise. 
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Disclosures 

Since its original publication, this piece may have been edited to reflect the regulatory requirements of 

regions outside of the country it was originally published in. 

 

About Morningstar, Inc.  
Morningstar, Inc. is a leading provider of independent investment insights in North America, Europe, 
Australia, and Asia. The Company offers an extensive line of products and solutions that serve a wide 
range of market participants, including individual and institutional investors in public and private 
capital markets, financial advisors and wealth managers, asset managers, retirement plan providers 
and sponsors, and issuers of fixed-income securities. Morningstar provides data and research insights 
on a wide range of investment offerings, including managed investment products, publicly listed 
companies, private capital markets, debt securities, and real-time global market data. Morningstar also 
offers investment management services through its investment advisory subsidiaries, with 
approximately $294 billion in AUMA as of March 31, 2024. The Company operates through wholly- or 

majority-owned subsidiaries in 32 countries. For more information, visit 

www.morningstar.com/company. 

 

About the Morningstar Investment Management Group  

Morningstar’s Investment Management group is a leading provider of investment management and 

advisory services. Guided by seven investment principles, the group is committed to focusing on its 

mission to design portfolios that help investors reach their financial goals. The group’s global investment 

management team works as one to apply a disciplined investment process to its strategies and 

portfolios, bringing together core capabilities in asset allocation, investment selection, and portfolio 

construction. This robust process integrates proprietary research and leading investment techniques. 

 

In addition to advisory services, the group’s investment professionals build and manage model portfolios 

for financial advisors in the United States, United Kingdom, Australia, and South Africa to create 

strategies that incorporate a wide variety of investment objectives. 

 

Morningstar’s Investment Management group includes, but is not limited to, Morningstar Investment 

Management LLC, Morningstar Investment Services LLC, Morningstar Investment Management Europe 

Ltd., Morningstar Investment Management Australia Ltd., Ibbotson Associates Japan, Inc., Morningstar 

Investment Management South Africa (PTY) LTD, and Morningstar Investment Consulting France all of 

which are subsidiaries of Morningstar, Inc. Advisory services listed are provided by one or more of these 

entities, which are authorized in the appropriate jurisdiction to provide such services. 

 

Important Information 

The opinions, information, data, and analyses presented herein do not constitute investment advice; are 

provided as of the date written; and are subject to change without notice. Every effort has been made to 

ensure the accuracy of the information provided, but Morningstar makes no warranty, express or implied 

regarding such information. The information presented herein will be deemed to be superseded by any 

subsequent versions of this document.  

 

Except as otherwise required by law, Morningstar, Inc or its subsidiaries shall not be responsible for any 

trading decisions, damages or losses resulting from, or related to, the information, data, analyses or 

opinions or their use.  

 

Please note that investments in securities are subject to market and other risks, and there is no 

assurance or guarantee that the intended investment objectives will be achieved. Past performance of a 

security may or may not continue in the future and is no indication of future performance. The value of 
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investments may go down as well as up and an investor may not get back the amount invested.  There is 

no guarantee that a diversified portfolio will enhance overall returns or will outperform a non-diversified 

portfolio. Reference to any specific security is not a recommendation to buy or sell that security. Neither 

diversification nor asset allocation ensure a profit or guarantee against loss. It is important to note that 

investments in securities involve risk, including as a result of market and general economic conditions, 

and will not always be profitable. Indexes are unmanaged and not available for direct investment. 

Indexes are unmanaged and not available for direct investment. For investments in foreign markets 

there are further risks, generally based on exchange rate changes or changes in political and social 

conditions. 

 

 

This commentary may contain certain forward-looking statements. We use words such as “expects”, 

“anticipates”, “believes”, “estimates”, “forecasts”, and similar expressions to identify forward-looking 

statements. Such forward-looking statements involve known and unknown risks, uncertainties and other 

factors which may cause the actual results to differ materially and/or substantially from any future 

results, performance or achievements expressed or implied by those projected in the forward-looking 

statements for any reason.  

 

Morningstar’s fund research and rating activities are not undertaken by Morningstar Investment 

Management group. There are information barriers between Morningstar Investment Management 

Group and other Morningstar research entities and any identified conflicts are managed in accordance 

with internal policies. 

 

The Report and its contents are not directed to, or intended for distribution to or use by, any person or 

entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where 

such distribution, publication, availability or use would be contrary to law or regulation or which would 

subject Morningstar or its subsidiaries or affiliates to any registration or licensing requirements in such 

jurisdiction.  

 

For Recipients in United Kingdom: The Report is distributed by Morningstar Investment Management 

Europe Limited and Smart Investment Management Limited, authorised and regulated by the Financial 

Conduct Authority to provide services to Professional clients. Registered Address: 1 Oliver’s Yard, 55-71 

City Road, London, EC1Y 1HQ. 

 

For Recipients in South Africa: The Report is distributed by Morningstar Investment Management 

South Africa (Pty) Limited, which is an authorized financial services provider (FSP 45679), regulated by 

the Financial Sector Conduct Authority. 


