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Welcome to  
THE ALTA REPORT,

TOUCHING

of the world’s  
investable assets*

20%
SAFEKEEPING

in assets (custody and/
or administration) as the 
world’s largest custodian**

$48.8T
SE T TLING

in U.S. government 
securities daily***

$13.6T

SERVICING

average tri-party  
collateral management 
balances***

$5.3T
PROCES SING 

of U.S. dollar  
payments value***

$2.5T
FINANCING

in lendable securities***

$4.9T

MANAGING

assets under  
management1**

$2.0T
INVES TING

for Wealth  
Management  
clients2**

$309B

a quarterly compilation of BNY Mellon perspectives derived 
from our unique vantage point at the intersection of markets. 
Touching approximately 20% of the world’s investable assets 
gives us insight into key trends, helping you navigate the 
future arc of markets and macro developments.

Our vantage point comes from:

	 *	Estimated based on custody market share.
	 **	For the quarter ended March 31, 2024
	***	For the quarter ended December 31, 2023
	 1	� Excludes assets managed outside of the Investment and Wealth 

Management business segment.
	 2	� Includes AUM and AUC/A in the Wealth Management line of business.
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Sticky U.S. inflation has delayed Federal  
Reserve rate cuts, and some clients are now 
slowing the pace of long-dated Treasury 
purchases accordingly. 

At the same time, demand for U.S. government 
bonds remains strong, and higher-for-longer U.S. 
rates have rekindled overseas interest.

BNY Mellon economists, meanwhile, believe  
that the European Central Bank will begin cutting  
rates in June ahead of the Fed, and that the GDP 
gap between the U.S. and the Eurozone could  
close by 2025. We’ve already seen new inflows  
into Europe, but many of our clients are still 
exhibiting a home bias.

Elsewhere, we’ve observed clients buying yen 
again, most likely expecting it to strengthen 
against the U.S. dollar, while becoming less 
pessimistic on the yuan. They are also investing  
in frontier market bonds for yield enhancement.

With equity and fixed income markets 
experiencing renewed uncertainty, alternatives  
are becoming a mainstay for portfolio managers. 
Private market fund managers are targeting  
more wealth and retail clients as allocations  
to hedge funds fall.
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Worlds Collide 
European GDP growth is expected to rise and meet 
that of a weakening U.S.

Diversification  
Calls

Big Picture
A CR OWDED T R A DE  
With the “Magnificent Seven” trade in the S&P  
500 overcrowded, there has been a clear interest 
in diversification. 

Ben Slavin, our global head of ETF servicing, says 
retail-oriented accounts have been buying actively 
managed ETFs focusing on U.S. large-cap stocks. 
We saw purchases of these ETFs increase 260% in 
the first quarter compared to the last three months 
of 2023. We also witnessed signs of allocation 
shifts into small-cap strategies and non-U.S. 
equities, given their lower relative valuations.

On the passive side, we’re seeing investors turn to 
sector-based funds and equal-weighted indexes 
that offer an alternative approach to the traditional 
market cap-weighted index.

0

Large Blend
Large Growth

Foreign Large Blend
Intermediate Core-Plus Bond

Intermediate Core Bond
Long Government

Diversified Emerging Mkts
Mid-Cap Blend

Japan Stock
Options Trading

Muni National Short
Financial

Foreign Large Value
Global Large-Stock Blend

Ultrashort Bond

First-Quarter Net Flows, $Millions 
1,000-1,000 2,000

*Total Pershing platform sales of ETFs in Q1 
Source: Growth Dynamics/Pershing, data through March 31, 2024 

Can’t Concentrate
Sales* of large-cap equities in Q1 were driven by 
active ETFs.

61% 
of Net Sales Were 

Active ETFs
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L ONG Y EN AG A IN  
Our real-money clients have started buying yen 
again, having been short in the lead up to, and 
even after, the Bank of Japan’s (BoJ) March move 
to end its negative interest rate policy (NIRP).

With yen touching 34-year lows in April and 
investors expecting authorities to intervene, 
clients are now anticipating that the currency  
will ultimately strengthen against the U.S.  
dollar. But our global head of macro strategy  
Bob Savage believes the BoJ may be surprised  
by how much it will need to raise rates to support 
the yen.
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Yen Roller Coaster 
Our clients have sharply bought back  
the yen, anticipating intervention.

In fact, our measure of that correlation is now at  
its most negative point in the last decade. If this 
persists, bonds could regain their traditional role  
as a hedge against stocks.

Additionally, the price correlation between stocks 
and bonds may be about to turn, according to our 
strategists. The U.S. core personal consumption 
expenditures (PCE) price index fell below 3% 
recently, a threshold at which the stock-bond 
correlation historically tends to shift from positive 
to negative. The strategists believe this may nudge 
more investors out of cash.

S T O CKS, B OND S SPLIT
Our data show that the positive correlation 
between stock and bond investment flows has 
reversed, with real-money clients now selling  
bonds when they buy stocks and vice versa. 
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Correlation Shifting 
Stock and bond prices are moving in  
different directions.

D OWNSIZING D UR AT ION?    
Real-money clients are still buying longer-
duration U.S. Treasurys, albeit at a slightly  
slower pace than in the fourth quarter, after 
stronger-than-expected economic data pushed 
up yields, and likely postponed Fed rate cuts.

Institutional and retail clients executing and 
clearing trades with Pershing’s fixed income desk 
have also demonstrated less interest in extending 
their duration positions since December.

These duration strategies may be reduced even 
further if yields continue to rise on the back of 
heavier Treasury supply in the second half, or if  
the U.S. government’s fiscal profile deteriorates, 
according to our U.S. macro strategist John Velis.
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Duration Dwindles 
Clients are paring back longer-duration Treasurys.
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BUYING DURATION

Duration Positioning Stalls
Real-money investors are still buying longer-
duration U.S. Treasurys, but at a slower pace.

SELLING DURATION

  
*Scored flows of real-money clients into U.S. Treasurys 10-years and longer. 
Source: BNY Mellon iFlow, data as of April 11, 2024
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A I T O DRI V E S&P T O 6,6 0 0 ?
Some of our economists believe artificial 
intelligence’s (AI’s) impact on equity prices  
is still underappreciated. 

They estimate that only 60% of the “Magnificent 
Seven” stocks’ returns stem from the technology, 
and that AI could drive the S&P 500 to 6,600 by 
early 2026.

2023 2024
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb

M
on

ey
 M

ar
ke

t F
un

d 
Fl

ow
s*

70

85

100

115

130

117

82

100

*Flows indexed to January 2023.  
Source: BNYM Institutional Bank platform (including LiquidityDirect)

Alternative Asset Manager
Insurance Traditional Asset Manager

Corporate Financial Institution

Cashing In
Corporate cash allocations are rising in money  
market funds.

Government

MMFs FLUSH WIT H C ORP OR AT E CA SH
We’re seeing cash continue to move into money 
market funds (MMFs), with corporates driving 
much of the inflow, seemingly investing in these 
vehicles for yield and risk management.

International

HOME BI A S 
Clients still have a general bias toward their  
home markets, despite growing concerns about 
crowded trades in equities and the potential  
to access new opportunities internationally. 

Interest in equities abroad picked up in November,  
as central banks seemed close to the end of rate 
hikes, but since February the overall trend in 
global cross-border equity flows has been down.

At their lowest point in April 2022, cross-border 
outflows around the world fell by an average  
of over $1.6 billion per day. They are currently  
still quite negative, with the most recent monthly 
data indicating outflows of $750 million daily.

The team’s most optimistic 
scenario sees AI boosting 
productivity, causing inflation  
to fall more rapidly than 
expected and prompting  
faster-than-expected rate 
cuts. But in their most  
pessimistic scenario inflation 
�reaccelerates, resulting in  
a more aggressive policy 
response and less  
enthusiasm for AI.

S
&

P 
50

0 
In

de
x

3,000
2021 2022 2023 2024 2025

4,000

5,000

6,000

7,000

8,000

9,000

Source: Macrobond, BNY Mellon Investment Management, data as of February 15, 2024

AI Is…Undervalued?
The technology could send the S&P 500 around  
30% higher by 2026.

Our View: 6,600
Bubble Trouble Zone

AI Sweet Zone

Overhyped Zone
Most flows from financial institutions and 
governments have either stabilized or, in the case 
of hedge funds, fallen. Our experts also anticipate 
hedge funds may shift back into MMFs when rate 
cuts are imminent, because lower interest rates 
should take longer to impact MMF yields than 
Treasury bills and overnight repos.

Meanwhile, our data 
show retail broker-
dealers and registered 
investment advisors 
(RIAs) are beginning to 
withdraw cash from  
MMFs and short- 
duration ETFs, a trend 
that our strategists  
think is unlikely to 
accelerate until after  
the Fed cuts rates.
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While some investors are maintaining small 
exposures to emerging and developing markets, 
Savage expects the home bias to remain in place, 
in part because of continued political unrest  
around the world. 

 

2013 20242023202220212020201920182017201620152014

M S J M S J M S J M S J M S J M S J M S J M S J M S J M S J M S J

M
on

th
ly

 A
ve

ra
ge

 o
f S

co
re

d 
Fl

ow
s 

*

1

0.5

0

-0.5

-1

-1.5

*A scored flow is an exponential moving average asset flow, normalized by trailing asset flow 
standard deviation, where asset flow is daily net aggregate trading.
Source: BNY Mellon Markets iFlow, data as of March 27, 2024

Homebodies
Cross-border flows into global equity markets, 
including the U.S., have trended down.

FOREIGN US T BU Y ING RES UMES   
Appetite for U.S. Treasurys has been strong this 
year, largely because of U.S. domestic buying. 

That said, our flows show overseas buyers have 
returned in recent weeks amid escalating Middle 
East tensions.

Our strategists warn that U.S. accounts may find 
themselves holding onto more Treasury debt than 
they want in the second half if April’s overseas 
buying is not sustained.
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Total Cross-Border

U-Turn
Cross-border buyers are returning to the U.S.  
Treasury market.
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Asian Flows Recover
China’s yuan is bouncing back, prompting investor  
interest in Asia.

CHIN A NEG AT I V IT Y S UB SIDING  
We’re seeing flows into the yuan stabilizing  
and giving an ancillary boost to other Asian 
currencies, according to macro strategist  
Geoff Yu. 

One example is the Taiwan dollar, which  
has also been buoyed by both the local  
market and the strength of semiconductor 
stocks lately. In addition, flows into the 
Malaysian ringgit have turned positive recently, 
helped by high levels of Chinese investment  
and tourism. 

FR ON T IER M A RK E T S DR AW IN T ERES T 
Clients are favoring frontier markets that are 
implementing tough fiscal reforms. 

Inflows into Egyptian sovereign bonds increased  
in March, after the central bank let its currency 
float to unlock an expanded loan from  
the International Monetary Fund,  
and the United Arab Emirates  
made an investment  
in the country.

Over the past few months, investor flows  
into Nigerian sovereign bonds have been larger  
than flows into any of the other 11 frontier markets 
we track. Argentina has also attracted inflows as  
it moves to ease its 2024 debt burden and makes 
public sector reforms.
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Frontiers Flourish
Investors are seeking exposure to Egyptian and 
Nigerian sovereign bonds following changes to  
fiscal and monetary policy.

Egypt Nigeria
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For more information, email: 
TheAltaReport@bnymellon.com

PE PRE VA IL S OV ER HED GE F UND S  
Real-money interest in allocating to hedge  
funds has waned, with private equity and credit 
funds prevailing. 

In the first quarter, we serviced twice as many 
private market fund launches as hedge fund  
ones. Christine Waldron, our global head of fund 
services, says the decline in hedge fund interest 
reflects stock markets tracking at all-time highs. 

Relatedly, U.S. corporate and public pensions, 
foundations and endowments with assets above 
$5 billion that we service sharply lowered their 
allocations to hedge funds from July 2023 to 
January 2024. They allocated 31% less to hedge 
funds in January alone, while increasing private 
equity allocations by 4.3%. That said, Waldron 
thinks interest in private funds may be at risk  
of becoming saturated.

WE A LT H SEEKS A LT S E X P O S URE   
Our Pershing institutional alternatives team 
continues to see increased interest from  
wealth advisors in alts strategies and from  
hedge fund managers who are marketing to  
this investor segment.

Of the $2.5 trillion in wealth assets we see on the 
Pershing platform overall (across 1,300 firms), 
60% represents clients who are accredited 
investors or qualified purchasers. Among that 
portion, only 4% is allocated to alts today. 

Alternatives
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In and Out  
Private market fund launches have increased lately 
while hedge fund launches have trailed.

Global Hedge Funds Global Private Market Funds 

DEMO CR AT IZING A LT ERN AT I V ES  
Retail interest in private markets is accelerating, 
and many more alternative and open-ended 
funds are now available to those investors. 

Alternative investment funds we service out of 
Luxembourg (where we maintain the majority of 
private market European funds) now represent 
44% of our total fund servicing book there, up 
from 15% in 2018.

Although the number of retail-oriented alts funds 
remains small today (only 11 of the alts funds we 
service from the country were marketed to retail 
clients as of early April), demand has risen, with 
eight launching in the last three years and more 
being onboarded.

Additionally, around 75% of traditional and 
alternative asset managers that we surveyed  
in 2023 expect to increase their private equity 
offerings over the next one to two years, and  
43% are looking to grow private credit offerings.

%
 o

f A
ll 

A
ss

et
s

2018 2023
0

10

20

30

40

50

60

70

80

90

100

Source: BNY Mellon Asset Servicing

Alternative Investment Funds (AlF) Non-AIFs

Alternatives Abound  
Alternatives make up an increasing share of the 
funds we service in Europe.
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in matters relating to investments should not rely on this material. BNY Mellon will only provide the relevant 
investment services to investment professionals. 
Not all products and services are offered in all countries.
If distributed in the UK, this material is a financial promotion.] If distributed in the EU, this material is a 
marketing communication.
This material, which may be considered advertising (but shall not be considered advertising under the laws and 
regulations of Brunei, Malaysia or Singapore), is for general information purposes only and is not intended to 
provide legal, tax, accounting, investment, financial or other professional advice on any matter.  This material 
does not constitute a recommendation or advice by BNY Mellon of any kind. Use of our products and services 
is subject to various regulations and regulatory oversight. You should discuss this material with appropriate 
advisors in the context of your circumstances before acting in any manner on this material or agreeing to 
use any of the referenced products or services and make your own independent assessment (based on such 
advice) as to whether the referenced products or services are appropriate or suitable for you. This material may 
not be comprehensive or up to date and there is no undertaking as to the accuracy, timeliness, completeness 
or fitness for a particular purpose of information given. BNY Mellon will not be responsible for updating any 
information contained within this material and opinions and information contained herein are subject to 

change without notice. BNY Mellon assumes no direct or consequential liability for any errors in or reliance upon  
this material.
This material may not be distributed or used for the purpose of providing any referenced products or services 
or making any offers or solicitations in any jurisdiction or in any circumstances in which such products, 
services, offers or solicitations are unlawful or not authorized, or where there would be, by virtue of such 
distribution, new or additional registration requirements.
Any references to dollars are to US dollars unless specified otherwise.
This material may not be reproduced or disseminated in any form without the prior written permission of BNY 
Mellon. Trademarks, logos and other intellectual property marks belong to their respective owners.
Money market fund shares are not a deposit or obligation of BNY Mellon.  Investments in money market funds 
are not insured, guaranteed, recommended or otherwise endorsed in any way by BNY Mellon, the Federal 
Deposit Insurance Corporation or any other government agency. Although a money market fund seeks to 
preserve the value of your investment at $1.00 per share, fund shares are subject to investment risk and your 
investment may lose value. Money market fund yield performance represents past performance, which is no 
guarantee of future results and investment returns will fluctuate. Before investing, investors should carefully 
consider the investment objectives, risks, charges, tax impact and expenses of the fund that are explained in 
each fund’s prospectus. The following factors, among many, could reduce any one fund’s income level and/or 
share price: interest rates could rise sharply, causing the value of the fund’s investments and its share price 
to drop; interest rates could drop, thereby reducing the fund’s yield; any of the fund’s holdings could have 
its credit rating downgraded or could default; and there are risks generally associated with concentrating 
investments in any one industry. Investments in instruments of non-U.S. issuers are subject to the risks of 
certain domestic events—such as political upheaval, financial troubles, nationalization (certain assets, 
entities or sectors) or natural disasters—that may weaken a country’s securities markets. Country risk 
may be especially high in emerging markets. Such investments may be affected by market risk on a global 
scale based on responses of certain foreign markets to markets of other countries or global market sectors. 
Foreign-currency denominated securities are subject to fluctuations in exchange rates that could have 
an adverse effect on the value or price of, or income derived from, the investment. Investments in foreign 
instruments are subject to the risk that the value of a foreign investment will decrease because of unfavorable 
changes in currency exchange rates.
Services provided in the United States by BNY Mellon Capital Markets, LLC, member of FINRA, SIPC and a 
wholly owned subsidiary of The Bank of New York Mellon Corporation (“BNY Mellon”). Services provided in the 
United Kingdom by The Bank of New York Mellon, London Branch, a wholly owned subsidiary of BNY Mellon. 
The Bank of New York Mellon is a banking corporation organized pursuant to the laws of the State of New York, 
whose registered office is at 240 Greenwich St, NY, NY 10286, USA. The Bank of New York Mellon is supervised 
and regulated by the New York State Department of Financial Services and the US Federal Reserve and 
is authorized by the PRA. The Bank of New York Mellon operates in the UK through its London branch (UK 
Companies House numbers FC005522 and BR000818) at 160 Queen Victoria Street, London, EC4V 4LA and 
is subject to regulation by the FCA at 12 Endeavour Square, London, E20 1JN and limited regulation by the 
PRA at Bank of England, Threadneedle St, London, EC2R 8AH. Details about the extent of our regulation by 
the PRA are available from us on request. The Bank of New York Mellon’s Firm Reference Number is 122467. 
Pursuant to Title VII of The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 and the 
applicable rules thereunder, The Bank of New York Mellon is provisionally registered as a swap dealer with the 
Commodity Futures Trading Commission, is a swap dealer member of the National Futures Association (NFA 
ID 0420990) and is conditionally registered as a security-based swap dealer with the Securities Exchange 
Commission.[1]Please contact your BNY Mellon representative for services available outside the United 
States and the United Kingdom.
Please note that there are other investment options available to you in addition to those referenced 
above.  We would be happy to provide you with additional market information upon request (we shall have 
no responsibility for the accuracy of any market information provided).  The Bank of New York Mellon is not 
an investment advisor and is not providing you with investment advice.  If you require investment advice, 
please consult with an investment advisor. Investments in securities, including mutual funds, (i) are not FDIC 
insured, (ii) are not bank-guaranteed, and (iii) may lose value.
The content on this website has been prepared by members of the sales and/or trading department of 
The Bank of New York Mellon. The content on this website does not constitute a research report and is not 
produced or distributed by any strategy department, by any research department or any registered research 
analysts. Any opinions expressed in the commentary on this website are solely those of the author, who is 
a member of either a BNY Mellon FX Sales or Trading desk, and may differ from opinions expressed by BNY 
Mellon’s strategy department or any research department/registered research analysts. The material 
contained on this website is not investment research or a research recommendation (as referred to in CFTC 
regulation 17 CEA Part 23.605, Art. 36(1) of the MiFID II Delegated Regulation and Recital 28 of the MiFID II 
Delegated Directive), and has not been prepared in accordance with legal requirements to promote the 
independence of research, including but not limited to, the prohibition on dealing ahead of dissemination 
of investment research. Commentary contained on this website is not a recommendation with respect to, or 
solicitation or offer to buy or sell, any products or services, including but not limited to BNY Mellon stock, or 
to participate in any particular trading strategy, including in any jurisdiction where such an offer, solicitation 
or trading strategy may be contrary to permitted activity in such jurisdiction, and should not be construed 
as such.  The content on this website is marketing material, desk strategy and/or trader commentary for 
sophisticated investors and market professionals, and any information or statements contained herein are 
for general information and reference purposes only, and not intended for retail customer use.
The material provided on this website is provided for information purposes only and does not bind 
BNY Mellon in any way. It is not intended as a recommendation (except to the extent it is an “investment 
recommendation” under MAR (as defined below)) or an offer or solicitation (except to the extent otherwise 
covered by U.S. Commodity Futures Trading Commission rules) for the purchase or sale of any security or 
financial instrument, or to enter into a transaction involving any financial instrument or trading strategy, 
or as a formal valuation of any transaction mentioned herein. Any pricing information provided is indicative 
only. BNY Mellon is not an advisor. Nothing on this website should be construed as investment, tax, legal, 
accounting, financial, regulatory or other professional advice (including within the meaning of Section 15B of 
the Securities Exchange Act of 1934) or as creating a fiduciary relationship.
Transactions involving securities, financial instruments and/or strategies mentioned herein may not be 
suitable for all clients. Clients are solely responsible for deciding whether any investment or transaction 
is suitable based upon respective investment goals, financial situations and risk-appetite. Clients should 
consider seeking independent professional advice to ascertain the investment, legal, tax, accounting, 
regulatory or other consequences before investing or transacting.
Variations in rates of exchange may have an adverse or beneficial effect on the value of investments or 
concepts referenced in materials provided by BNY Mellon personnel. Any analysis or forward-looking 
information provided is intended only to illustrate hypothetical results based on certain assumptions (which 
assumptions may or may not be specified), and actual events or conditions may differ from assumptions 
made in the materials provided; no result based upon reliance of any material is promised or guaranteed.
The material contained on this website is not, and is not intended to be, an “investment recommendation” as 
that term is defined in Article 3(1)(35) of the EU Market Abuse Regulation (“MAR”).
The material contained on this website is not, and is not intended to be, a “research report”, “investment 
research” or “independent research” as may be defined in applicable laws and regulations worldwide. 
However, it may constitute “research” as defined in Recital 28 of the Commission Delegated Directive (EU) 
2017/593.
Securities instruments and services other than money market mutual funds and off-shore liquidity funds are 
offered by BNY Mellon Capital Markets, LLC.
The Bank of New York Mellon, member of the Federal Deposit Insurance Corporation (“FDIC”).
© 2024 The Bank of New York Mellon Corporation. All rights reserved.

“Newton” and/or the “Newton Investment Management” brand refers to the following group of affiliated 
companies: Newton Investment Management Limited (NIM) and Newton Investment Management North 
America, LLC (NIMNA). NIM is incorporated in the United Kingdom (Registered in England no. 1371973) and 
is authorized and regulated by the Financial Conduct Authority in the conduct of investment business. Both 
Newton firms are registered with the Securities and Exchange Commission (SEC) in the United States of 
America as an investment adviser under the Investment Advisers Act of 1940. Newton is a subsidiary of The 
Bank of New York Mellon Corporation.

BNY Mellon Securities Corporation, 240 Greenwich St., New York, NY 10286.

MRS: CC-471555-2023-12-19

BNY Mellon Investment Management is one of the world’s leading investment management organizations, 
encompassing BNY Mellon’s affiliated investment management firms and global distribution companies. 
BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may also be used as a 
generic term to reference the corporation as a whole or its various subsidiaries generally.

BNY Mellon Securities Corporation, 240 Greenwich St., New York, NY 10286.

MRS: CC-471559-2023-12-19

In the UK., a number of services associated with BNY Mellon Wealth Management’s Family Office Services – 
International are provided through The Bank of New York Mellon, London Branch. The Bank of New York Mellon 
also operates in the UK through its London branch (UK companies house numbers FC005522 and BR000818) 
at BNY Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA, UK and is subject to regulation by the 
Financial Conduct Authority (FCA) at 12 Endeavour Square, London, E20 1JN, UK and limited regulation by 
the PRA at The Bank of England, Threadneedle St, London, EC2R 8AH, UK. Details about the extent of our 
regulation by the PRA are available from us on request.

BNY Mellon Wealth Management conducts business through various operating subsidiaries of The Bank of 
New York Mellon Corporation.

MRS: CC-472823-2023-12-21


