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GLOBAL X ETFs INVESTMENT STRATEGY  

  Investment Strategy Monthly Insights, 

March 2024 

Personal Consumption Expenditures (PCE) inflation data for January were in line with expectations, leaving 

bets for three fed funds rate cuts this year unchanged.1 While the Federal Open Market Committee’s 

(FOMC) favourite inflation gauge suggests inflation remains on track to its 2% target and economic activity 

remains strong, questions about financial stability may put a new twist on the rates path.2 Challenges in the 

U.S. banking sector combined with a deterioration of the U.S. fiscal outlook could increase rate volatility and 

risk premiums on U.S. Treasuries across the curve and weigh on the FOMC’s decision. 

To cope with growing regional divergences and uneven economic prospects, increasing cash holdings to 

counterbalance equity risk can be a valuable strategy. Also, the strong equity market performances led by 

Tech this year highlight tactical opportunities in thematic investing.3 A careful selection of themes could help 

investors add regional and sector tilts to leverage macro views while diversifying idiosyncratic risk.  

Investment strategies highlighted this month: 

▪ Very Short U.S. Treasury Bills for Cash – With a persistently inverted U.S. Treasury yield curve, 

Treasury bills can be attractive cash buffers to help balance equity risk. 

▪ Tactical Thematic Investing for Diversification – The developing V-shaped recovery in the U.S. 

could be a compelling opportunity for those looking to diversify their portfolios through a 

combination of select themes. 

▪ Data Centre REITs and Digital Infrastructure for Defense – The ever-growing digital economy 

and AI’s democratisation have data centres in demand, while other real estate asset classes pull 

back amid headwinds.  

Bank Balance Sheets in the Spotlight as Broader Financial Conditions Ease 

The Fed could soon start discussing adjustments to its balance sheet reductions with financial institutions 

about to abandon reverse repo. Cash flowing from banks’ deposits to money market funds would reduce the 

size of bank balance sheets at the same time the Fed’s Bank Term Funding Program (BTFP) ends on 

March 11th, possibly creating challenges for the U.S. banking sector.4  

Bank balance sheets are a potential concern. The Signature, Silvergate, and Silicon Valley Bank failures in 

2023, and more recently, disappointing results causing New York Community Bancorp to drop 45% on 31 

January, point to heightened focus on the banking sector’s financial stability. In particular, commercial real 

estate looks like it could remain a thorn in banks’ sides.5 

The COVID-19 pandemic affected the commercial real estate market as much as any, given the massive 

shift of commercial activities online and work from home flexibility. Lower demand for commercial real estate 

is apparent across all sectors, with Data Centre REITs a major exception.6 At issue is that the government 

programmes to support businesses, such as the CARES Act in 2020, along with loan forbearance, loan 

leniency, and low interest refinancing opportunities may have artificially maintained commercial real estate 

prices.7 As a result, prices didn’t adjust to reflect lower demand, nor did the value of U.S. banks’ loan 

portfolios to commercial real estate. 
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That said, the Fed’s U.S. Financial Conditions Index have declined since October last year led by strong 

equity performances and a decline in the 10-year US Treasury yields, suggesting that financial conditions 

have already eased, reducing headwinds to GDP growth.8 With inflation still above target, strong economic 

data and financial conditions loosening, the FOMC is unlikely to drastically revise its projections of three rate 

cuts for this year and could even delay its first rate cut to later this year.  

 

Note: Positive (negative) values measure headwinds (tailwinds) to GDP growth over the next year. A reading of 1 percent 

above (below) the zero line means that financial conditions are a notable headwind (tailwind) to economic activity that is 

equivalent to a 100 basis point drag (boost) on GDP growth over the following year. The Fed’s financial index depends on 

the recent history of three-month changes in seven financial variables: the federal funds rate (FFR), the 10-year Treasury 
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yield, the 30-year fixed mortgage rate, the triple-B corporate bond yield, the Dow Jones total stock market index, the 

Zillow house price index, and the nominal broad dollar index.  

Very Short U.S. Treasury Bills Could Offer a Compelling Cash Buffer 

It is possible that the Fed slows down or pauses its balance sheet reductions in an effort to ensure stability 

in the banking system as financial institutions abandon reverse repo. Without reverse repo, the full effect of 

quantitative tightening would be felt, potentially resulting in higher borrowing costs and a deterioration of 

bank balance sheets. The current dry-out of the Fed’s overnight reverse repo facility suggests financial 

institutions could divert a large amount of cash from the Fed’s facility into Treasury bills, which currently 

yield over 5%.9  

 

Very short Treasury bills can be an attractive destination as well, particularly with a persistently inverted 

Treasury yield curve. Cash holdings are likely to remain high given the strong equity market performances 

so far this year, and Treasury bills may help balance risk from equity allocations. 

Tactical Thematic Investing Can Be a Diversifier 

Some investors seek to reduce risk by allocating broad portfolios by region and sector. However, over the 

past two decades, high regional equity correlations and North American equities returning twice that of other 

major regions made this risk reduction strategy difficult. An advantage to using thematic ETFs is that they’re 

geographic and sector agnostic. They can work well as building blocks alongside regional or sector 

allocations while diversifying risk through companies that are typically underrepresented in broader regional 

benchmarks. 

For example, the current U.S. macro picture points to a possible V-shaped recovery, and one may be 

interested in adding tactical exposures to U.S. equities and certain sectors. With the unemployment rate the 

lowest across Western countries, consumer demand improving in the U.S. and the UK, and inflation 

stagnating, sectors like Information Technology, Communication Services, Consumer Discretionary, 

Financials and Industrials could perform well alongside defensive sectors like Health Care.  

On the tactical side, Cybersecurity, Cloud Computing, Blockchain, FinTech, Genomics & Biotech, 

Telemedicine & Digital Health, and U.S. infrastructure Development could be useful, beyond long-term 

investment benefits of capturing structural trends. Also, Data Centre REITs & Digital Infrastructure stand out 

as potentially defensive within the real estate sector in the current environment. Demand continues to grow 

for data infrastructure to store, process, and distribute the data powering the digital economy and AI’s 
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proliferation. Meanwhile, difficult operating conditions weigh on other real estate asset classes, commercial 

real estate in particular. 

 

Source: Global X ETFs illustration with data derived from Morningstar as of 23 February 2024. Themes are captured 

through the following indices: Indxx Cybersecurity v2 Index, Indxx Global Cloud Computing v2 Index, Solactive 

Blockchain v2 Index, Solactive Genomics v2 Index, Solactive Telemedicine & Digital Health Index, and Indxx U.S. 

Infrastructure Development v2 Index, and Solactive Data Center REITs & Digital Infrastructure v2 Index. 

Footnotes 

1. Personal Income and Outlays, U.S. Bureau of Economic Analysis, 29 February 2024. 

2. https://www.federalreserve.gov/monetarypolicy/files/fomcminutes20240131.pdf  

3. Bloomberg as of 6 March 2024. 

4. https://www.federalreserve.gov/newsevents/pressreleases/monetary20240124a.htm 

5. https://internationalbanker.com/technology/what-the-collapses-of-signature-bank-and-silvergate-capital-mean-for-

crypto/ 

6. https://www.jll.co.uk/content/dam/jll-com/documents/pdf/research/global/jll-data-center-outlook-global-2024.pdf 

7. https://home.treasury.gov/policy-issues/coronavirus/about-the-cares-act 

8. Ajello et al. (2023). "A New Index to Measure U.S. Financial Conditions," FEDS Notes. Washington: Board of 

Governors of the Federal Reserve System, June 30, 2023, https://doi.org/10.17016/2380-7172.3281. 

9. Bloomberg as of 5 March 2024. 
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The Global X UCITS ETFs are regulated by the Central Bank of Ireland.  

  

This is a marketing communication. 

  

Please refer to the relevant prospectus, supplement, and the Key Information Document (“KID”) of the relevant UCITS ETFs before 

making any final investment decisions. 

  

Investors should also refer to the section entitled “Risk Factors” in the relevant prospectus of the UCITS ETFs in advance of any 

investment decision for information on the risks associated with an investment in the UCITS ETFs, and for details on portfolio 

transparency. The relevant prospectus and KID for the UCITS ETFs are available in English at www.globalxetfs.eu/funds. 

  

Investment in the UCITS ETFs concern the purchase of shares in the UCITS ETFs and not in a given underlying asset such as a 

building or shares of a company, as these are only the underlying assets that may be owned by the UCITS ETFs. 

  

A UCITS ETF’s shares purchased on the secondary market cannot usually be sold directly back to a UCITS ETF. Investors must 

buy and sell shares on a secondary market with the assistance of an intermediary (e.g. a stockbroker) and may incur fees for doing 

so. In addition, investors may pay more than the current net asset value when buying shares and may receive less than the current 

net asset value when selling them. Changes in exchange rates may have an adverse effect on the value price or income of the 

UCITS ETF. 
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Past performance of a UCITS ETF does not predict future returns. Future performance is subject to taxation which depends on the 

personal situation of each investor, and which may change in the future. Neither past experience nor the current situation are 

necessarily accurate guides to the future growth in value or rate of return of a UCITS ETF.  

  

Investment may be subject to sudden and large falls in value, and, if it is the case, the investor could lose the total value of the 

initial investment. Income may fluctuate in accordance with market conditions and taxation arrangements. The difference at any 

one time between the sale and repurchase price of a share in the UCITS ETF means that the investment should be viewed as 

medium term to long term. 

  

Any investment in a UCITS ETF may lead to a financial loss. The value of an investment can reduce as well as increase and, 

therefore, the return on the investment will be variable. 

  

Global X ETFs ICAV is an open-ended Irish collective asset management vehicle issuing under the terms of its prospectus and 

relevant supplements as approved by the Central Bank of Ireland and is the issuer of certain of the ETFs where stated.  

  

Global X ETFs ICAV II is an open-ended Irish collective asset management vehicle issuing under the terms of its prospectus and 

relevant supplements as approved by the Central Bank of Ireland and is the issuer of certain of the ETFs where stated. 

  

Communications issued in the European Union relating to Global X UCITS ETFs are issued by Global X Management Company 

(Europe) Limited (“GXM Europe”) acting in its capacity as management company of Global X ETFs ICAV. GXM Europe is 

authorised and regulated by the Central Bank of Ireland. GXM Europe is registered in Ireland with registration number 711633. 

  

Communications issued in the United Kingdom and Switzerland relating to Global X UCITS ETFs are issued by Global X 

Management Company (UK) Limited (“GXM UK”), which is authorised and regulated by the Financial Conduct Authority. The 

registered office of GXM UK is 77 Coleman Street, London, EC2R 5BJ, UK. Information about GXM UK can be found on the 

Financial Services Register (register number 965081). 

  

Information for Investors in Switzerland 

This is an advertising document. The state of the origin of the fund is Ireland. In Switzerland, the representative is 1741 Fund 

Solutions AG, Burggraben 16, CH-9000 St.Gallen. The paying agent is Tellco AG, Bahnhofstrasse 4, 6430 Schwyz. 

The prospectus, the key information documents or the key investor information documents, the articles of association as well as 

the annual and semi-annual reports may be obtained free of charge from the representative.  

Past performance is no indication of current or future performance. The performance data do not take account of the commissions 

and costs incurred on the issue and redemption of units. 
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