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Future Ahead with AI August 2024 

 
The global financial landscape experienced a significant upheaval today, reminiscent of past market shocks. The Indian markets 

mirrored this turbulence, reflecting a broader trend of instability. Here’s a breakdown of the key developments and underlying 

cause:  

 
1. Japan's Market Plunge: 

Japan's stock market endured its worst two-day decline in history. The Nikkei 225 and Topix indices fell over 12%, with key 

companies like Toyota and Honda experiencing dramatic drops in their share prices. The Nikkei's crash is linked to a complex 

interplay of global financial factors: 

• Fear of Recession: Investors are increasingly concerned about a potential US recession, triggered by weak economic 

data. This anxiety sparked a global sell-off, affecting markets worldwide, including Japan. 

 

• Unwinding of Carry Trades: For years, a weak Yen led to significant Yen-denominated borrowing, which investors used 

to acquire higher-yielding assets. With the Yen strengthening, borrowing costs have risen, compelling investors to 

liquidate assets to repay loans. 

 

• Bank of Japan's Rate Hike: The recent increase in Japan’s benchmark interest rate from 0.1% to 0.25% has further 

pressured markets already stressed by the Yen's appreciation and global economic uncertainties. 

 

2. Tech Sector Losses: 

The "Magnificent 7" tech giants collectively lost over $1 trillion in market capitalization in a single day. This massive loss 

underscores the volatility in the technology sector and highlights the critical importance of diversification and risk management 

in investment strategies. 

 

3. Cryptocurrency Market Collapse: 

The cryptocurrency market witnessed a staggering $500 billion wipeout in just 24 hours. This collapse reflects the inherent 

volatility, and risks associated with digital asset investments, amplifying concerns among investors. 

 

4. US Recession Fears: 

Recent US job data revealed a sharp rise in unemployment to 4.3%, the highest in nearly three years. This has unsettled global 

investors who had been optimistic about a soft landing for the US economy. Goldman Sachs now sees a 25% chance of a US 

recession within the next year. 

With rising recession concerns, the Federal Reserve is expected to make significant rate cuts this year. JPMorgan forecasts a 50 

basis point reduction in September and another 50 basis points in November. 

 

5. Middle East Tensions: 

Iran has vowed revenge after Israel killed Hamas leader Ismail Haniyeh, who was in Iran for the inauguration of President 

Masoud Pezeshkian. This action has intensified fears of a broader conflict. The U.S. is increasing its military presence in 

response. 

Global investors are closely watching the situation, as any escalation could significantly impact market sentiment. Despite a 

recent dip in oil prices due to demand concerns, the volatile geopolitical landscape continues to contribute to economic 

uncertainty. 

 

6. Political Unrest in Bangladesh: 

The resignation of Prime Minister Sheikh Hasina amid widespread protests and military intervention poses risks to regional 

stability, with potential implications for neighbouring India. 

 

 

 

Global Market Turbulence and Investment Strategy Amidst Uncertainty 



 

 

Wealth Management | Investment Banking | Insurance | Lending Solutions | Start up Advisory | Tax Advisory 
 

18th FLOOR, ONE HORIZON CENTER, GOLF COURSE RD, SEC-43, DLF PHASE 5, GURGAON, 122002 

Phone: +91 124 668 7770  |  Fax: +91 124 668 7778 | Email: Info@InvesTek.in | Website: InvesTek.in 

Future Ahead with AI August 2024 

 

 

Investment Strategy Amidst Uncertainty: 

Given the current market conditions, a correction presents a valuable investment opportunity. If you have a 3–5-year investment 

horizon, consider planning your equity investments over the next 3-6 months, focusing on large-cap and larger mid-cap stocks. 

For small-cap stocks, a longer-term approach is advisable. 

 

This period of change, partly due to unexpected rate hikes in Japan, offers a chance to build and optimize your equity portfolio. 

 

India's strong GDP growth, controlled inflation, and positive signals from the U.S. Federal Reserve about potential interest rate 

cuts support long-term prospects. 

 

Stay calm, stagger your investments, and continue your SIPs.  
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