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U.S. Stocks May No Longer Outperform Europe  
Economic conditions suggest a more balanced global market landscape 

For years, U.S. stocks have consistently 

outperformed their European counterparts, driven by 

robust economic policies, favorable currency effects, 

and the stellar performance of key technology 

companies. However, this trend may be on the cusp 

of a significant shift. J.P. Morgan has recently 

adjusted its market stance, closing its Underweight 

call on Europe versus the U.S. after a notable 15% 

swing in Europe's favor since last May. This change 

could signal a potential end to the era of U.S. 

earnings outperformance over the euro zone. 

Changing Economic Landscape 

The U.S. economy has benefited greatly from 

substantial government spending initiatives, which 

have bolstered economic activity and corporate 

earnings. Additionally, U.S. companies have reaped 

the benefits of favorable currency effects, enhancing 

their international sales figures. However, these 

tailwinds may be losing steam. Government spending, 

while still impactful, is stabilizing, and the 

advantageous currency effects may not continue at 

the same pace. 

The Impact of Tech Giants 

The "Magnificent Seven" tech stocks have played a 

pivotal role in driving U.S. stock market performance. 

These companies have posted impressive earnings 

growth, significantly contributing to the overall health 

of the S&P 500. However, the growth rates of these 

tech giants are starting to slow.  

Without their exceptional performance, the broader 

market shows signs of strain. For instance, excluding 

these top tech performers, the S&P 500 index's first-

quarter earnings would have been expected to 

decline by 2.6%, marking a fifth consecutive quarter 

of decline. 

Even with the inclusion of these tech behemoths, the 

first-quarter growth forecast of 3% is a sharp drop 

from the over 10% forecast last summer. This stark 

revision raises questions about the remaining 

optimistic forecasts that predict U.S. growth 

rebounding to double-digit percentages later this year. 

Europe’s Resilience 

Meanwhile, Europe is showing signs of resilience and 

recovery. The economic conditions in the euro zone 

have been improving, and European companies are 

starting to close the performance gap with their U.S. 

counterparts. J.P. Morgan’s strategists note that the 

period of U.S. earnings outperformance versus the 

euro zone might be ending, indicating a potential shift 

in market leadership. 

Several factors contribute to this optimistic outlook for 

Europe. Economic reforms, fiscal stability, and a 

renewed focus on innovation are starting to bear fruit. 

Additionally, European companies are becoming 

more competitive on the global stage, improving their 

profitability and market positions. 
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Investment Implications 

For investors, this potential shift presents both 

challenges and opportunities. While U.S. stocks have 

been the clear winners for years, the evolving 

economic and market conditions suggest that a more 

balanced approach may be warranted. Diversifying 

portfolios to include a greater allocation to European 

stocks could be a prudent strategy, given the 

improving outlook for the euro zone. 

Investors should keep an eye on key economic 

indicators, corporate earnings reports, and policy 

developments in both regions. Staying informed and 

flexible will be crucial in navigating this potential shift 

in market dynamics. 

Stay Diversified 

The era of U.S. stock market dominance may be 

nearing its end, as economic conditions and corporate 

performance indicators suggest a more balanced 

global market landscape. J.P. Morgan’s revised 

stance on Europe versus the U.S. underscores the 

potential for European stocks to catch up and perhaps 

outperform their U.S. counterparts in the coming 

months.  

For investors, this means staying vigilant and 

considering a diversified approach to capture 

opportunities on both sides of the Atlantic. 

 


