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With almost 40% of people worldwide categorised as obese, as well
as providing a revolution in healthcare, weight-loss drugs could
have significant implications across manyother industries too.

Obesity is on increqsingly common
problem becouse mony people find it
difficult to eot heolthy ond to do enough
physicol octivity. According to The World
Obesily Federotion, neoriy 40% of the
globol populotion is overweight or obese,
ond this is forecosi fo increose lo 51o/o,

or more thon four billion (bn) people, by
2055. This would push up the globol cosl
of obesity to more thon $4 trillion o yeor -
comporoble to the impoct of the Covid-I9
pondemic in 2020.

This mokes solutions thof reduce ihe
prevolence of excess weighi on effective
meons of cutling costs in heolihcore
systems, especiolly considering the
more thon 200 other diseoses ond
complicotions which con result from
obesit'y, including diobetes, hecrf
diseose, ond orthritis. Despife the scole
ond scope of this chollenge, only obout
2o/o of oll offected people ore receiving
professionol medicol lreqlment.

New blockbuster diobetes ond weight-
lcss drugs cre proving highly effective oi
helping people shed the extro pounds.
The new closs of drugs promise body-
weight reductions of os much as2oo/o

ond moy cut users' risk of heort ottock
or stroke too. They work by mimicking
o hormone produced in lhe gut, colled.
GLP-I, which regulotes blood sugor ond
signols the broin when o person is full.
These drugs require o prescription from o
doctor ond ore odministered by injection,
typicolly once o week.

Rival to Novo's dorninance wiit
ernerge

Novo Nordisk currently dominotes fhe
morket with the bronds Ozempic ond
Wegovy. Ozempic is on estoblished
diobetes treofment tho? con resuli in
weight loss, while Wegovy is o new
weight-monogement medicotion for
obesity. The moin rivol is Eli-Lilly with
Zepbound (US) or Tirzepctide (UK) - its
rebronded diobetes drug Mounjoro thot
is now opproved on both sides of the
Atloniic os o treotment for obesily.

At one poini during the summer of
2023, Novo Nordisk become Europe's
biggest compony b'y stock=i^noikef vclue,
buoyed by excitement obout ifs ground-
breoking medicines ihot fockle unmet
medicol needs in obesity. The compony's
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GLP-l lreofment is colled semoglutide
- the octive ingredient in both Ozempic
ond Wegovy. ln clinicol triols, this hos
demonsfroted significont weight'oss
of 17-18o/o ond notoble outcomes on ihe
heori ond kidneys too. Overweight or
obese potients toking the drug show
o 20% reduction in strokes ond heort
ottocks. Novo Nordisk is the globol
morkei leoder with 54% shore of the GLp-l
morket ond the compony onficipotes o
"significon't" step up in Wegovy soles in
+h6 lle i- 1n1l

Morgon Stonley believes the globol
obesify morket could grow to $77bn by
2030, from just $2.4bn in 2022, os rhese
breokthrough treotments ond new drugs
in the pipeline ore mode ovoiloble to o
--t^!-^l ^.,J:^.-^^!,rvuur uuurEt tLE.

The race for new products is ol"l

This is unlikely lo remoin o two-horse
roce. Competition is heoting up ond
the oim of these second movers is to
creole o nexl \#cve of products thot
hove fewer side effecls ond fhqt ore
more eosily produced ond less costly to
moke thon the once-weekly injecfoble
ireolments currently on lhe morket. Af
$1,000 o month, these ore prohibitively
expensive for those people footing the
bill ihemselves, eilher becouse they ore
uninsured or becouse treotment for
obesity os o stondolone condition is nol
covered by their heolth plon.

The holy groil is o once-doily pill. This
would be eosier to monufocture,
potentioily oiievioring supply constroinTs,
ond olso more convenient for users. While
lhere is still o long woy to go ond there
will be inevitoble setbocks olong the woy,
the hope is lhot in fhe nol-so-distont
future there will be on obesity drug
qccessible to o much brooder pool of
users oround the world, including those in
low ond middle income countries.

Pfizer wonts in on the oction wilh

...nearly4,0% of the global
population [s overweight
or ohese, and this is
forecast to increase to 51%,

or more than four billion
(bn) people, by2035.



s experimentol obesity pill colled
,onuglipron. The compony still plons to
:leose dqfo on o once-o-doy pill in the
rst holf of 2024, which will "inform the
oth forword". Bul iests of o twice-doily
ersion were recently stopped due fo high
ltes of odverse side effects.

,strozenecq is qnolher new entront. The

.nglo-Swedish phormoceuticol giont,
est known for its concer drugs ond
lovid-I9 voccine, is poying up to $2bn
r license o diobeles ond weight-loss pill
'om ChinoS Eccogene. The experimentol
rug, nomed ECC50O4, is only ot lhe storf
f multi-stoge clinicol triols. Eorly testing
uggests it is eosily obsorbed ond doesn't
toy in the stomoch for long, which could
:duce side effects such os nouseo,
iorrhoeq, vomiting, ond otrdominol poin.
lltimotely, AstroZeneco oims 1o reoch
eople in both developed ond emerging
rclrkets with ihe once-doily pill.

imilorly, Roche recently ogreed to
uy obesity-drug developer Cormot
'heropeutics for up to $3-lLrn. The deol
rill give the Swiss phormo compony
xclusive rights to severol ossets bosed on
re GLP-l treotment for obesity in potienls
iifh ond without diobetes. Cormot's leod
rsset, colled CT-588, is in the second
rhose of whot is likely to be o three-stoge
linicol lrisi. This experimentol drug is

rdministered os o once-weekly injection,
ke the cLlrrent morket leoders. Bul il is
rlso working on sn orcrl pill to be token
tnce e d6y.

mplications of lower food
onsurnption
'hese obesity drugs ore olreody offeciing
reople's relotionship with food. Their

users ore losing weight by eoting less

ond consumin g 2Q-3Oo/o tewer colories,
occording lo o Morgon stonley sfudy. But

weight-loss drugs don'l seem io supress

oppetile for ollfoods in o uniform woy.
People eot more fruit ond vegelobles ond
weight-loss mqnogement foods while
on the drugs, bui they consume less

confections, boked goods, sugory drinks,
olcohol, ond solty snocks.

Similorly, JP Morgon found lhot people

on weight-loss drugs purchose 8% less

food - including snocks, soft drinks,
ond high-corbohydrote products - for
ot-home consumption ond it eslimoies
thot food inloke could decreose by 5% in

North Americo by 2050. Of course, there
ore siill o lot of unknowns ond whether
these chonges in eoting behoviour w'i!l

stick when people stop foking fhe drugs
remoins to be seen.

The pofentiol threot posed to ihe
pockoged food ond beveroges industries
hos spooked investors ond componies
ore poyinE close otiention. The prospect

of people snocking less ond eoling
fewer high-sugor ond high-fot foods
os these drugs become more widelY

ovoiloble roises questions for some mojor
household nomes, from PepsiCo ond
McDonold s to Hershey ond Heineken.

Also, ony mojor tronsition in medicol-
treolment strotegies to o more
preventotive ond weight-cenlric opprooch
could be disruptive for o host of medicol-
device mokers in yeors to come.

There wili cerioinly be some winners here

too. The chief executive of Wolmortl US

operotions soys people who ore toking
obesity drugs ore buying o bit less food
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ond slightly fewer colories ot its stores,
olthough they ore slill spending more
overoll. This hints ot o shift towords
heolthier options, which ore often more
expensive, ond this could be o toilwind
for those operoting in this spoce olreodir,
such os nutritionol snock compony
Simply Good Foods, US solod restouront
Sweetgreen, ond protein shoke moker
BellRing Bronds.

The full extent of the impoct on other
industries is yet io be seen ond we will
continue to monifor fhe obesity-drugs
lrend closely. But we believe the moin
ployers in the consumer stoples spoce,
especiolly where junk food ond fizzy
drinks ore only port of o much lorger
business, will find wqys to odjust. Some
hove starled to pivot qireody.

KilKot moker Nestle hos not seen ony
impoct from these drugs on its soles
so for, but the Swiss compony is now
developing'componion products' to help
weight-loss drug users ensure rhey gei
enough nutrition ond to minimise the loss

of leon muscle moss. Globolly, Nestlel
biggest businesses ore coffee ond pet
core, while frozen food, confectionory,
ond ice creom moke up l57o of soles.

Similorly, spirits moker Diogeo hos
been lounching olcohol-free versions
of ils most populor drinks including
Guinness beer, Coptoin Morgon Spiced
Gold rum, ond both Tonqueroy ond
Gordon's gin. Unilever, the moker of
Ben &Jerryb ice creom ond Hellmonn's
mayonnaise, is leveroging the power of
digitol technologies ond Al to speed up
the formulolion of new products ond to
explore the connection between diel ond
heollh.

pp
This is a major opportunityfor
a pharmaceutical sector that
has seen valuations depressed
since the end of the Covid-I9
pandemic.

The next few yeors is likely to see

significont odoption of these
revolutionory weight-loss products
globolly. This is o mojor opportunity for
o phormoceuticol sector thot hos seen
voluotions depressed since the end of lhe
Covid-19 pondemic.
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The potential for new artificial intelligence
products boosted the valuations of seven of
the largest US-listed technologygroups last
year. Can this continue in 2024?

ilili:l:iii:lii1i

Technology shores were hord hif by the
beor morkef ot2022. Mony investors hod
token some profits from iheir holdings of
the foster-gi-owing technology dorlings
of lockdown os circumslonces chonged.
These lower voluotions occurred os
interest rotes rose. Commentotors orgued
thot higher interesi rofes would slow
growth ond moke the fuiure eornings of
these glomour stocks less voluoble.

At the end oI2A22, we orgued thol equities
should do better in 2023, with the digitql
spoce offering plenly of opporfunity.
This wos bosed on the foct we expected
the world would continue to build more
eloborote sociol medio, doto hondling,
0utomoted foclories, downlooded
enterloinment, online retoiling, ortificiol
intelligence, eleclronic leorning - ond
mony other oreos subjeci 10 the digitol
lronsformotion.

ln Februory losi yeor, Chot GPT mode its
big onnouncement thot it will provide
enhonced seqrch or ortificiol intelligence

(Rt) os o service. We wrote enthusiosficolly
thot this would be stordust on lhe shores
of componies oble to exploil this new
odvonce.

The big technology componies ore now
in o roce to develop new ond enhonced
services bosed on these developments.
Computers con now onolyse lorge doto
sets ond use the conclusions lo exercise
some decision-moking obility under the
conlrol of softwore thot uses doto storoge
oird reirievol systems thot dre bosed
in the cloud. We were soon heoring of
the componies thot morkets expecled
to benefit from these technologicol
odvonces. Out went references to lhe
FANG stocks of lockdown fome (Focebook,

Amozon, Netflix ond Google) - ond in
come references lo fhe 'Mognificenf
Seven'.

{Jr,.,lc,h vr [{ e <{ -rr'*,-r, d
Chief Global Strategist,
Charles Stanley

Morket porticiponts focused
on Apple, Amozon, Alphobet,
Microsoft. Nvidio ond Meto Plotforms
- which ore oll looking ql lhe new
opportunilies of the digilol revolution.
Teslo wos olso included in this new set
of morket dorlings os the business is

developing new electric cors fitted with
significonily more control technology.

All these equities soored in 2025. The

componies ore seven of ihe top nine

componies in the MSCI World lndex ond
dominote the S&P 500 ond Nosdoq indices
in the US. All the top nine componies
in this equity index ore Americqn, with
Broodcom, onother technology compony,
ond Morgon Chose moking up the nine.
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Apple

Microsoft

Alphobet

Amozon

Teslo

The Mognificent Seven shore price
goins in 2O23

48.2"4

56.8%

58.3o/o

80.9o/o

1011%

will be oble to provide more ond chorge
more to the mony businesses where it
hos become the'co-pilot sitting olongside
employees ot their desks.

As Google sees chollenges to its position
in seorches susloineci by ociverfising
revenue, it too is looking fo enhonce its
offer fo encompqss intelligent seorch ond
reporl writing to provide il with onother
revenue streom. As Am<rzon builds its
own iechnology for Amozon Web Services
it con extend its ronge from providing
plenty of doto storoge into more help with
processing os AI is rolled out.

Nvidio reroins its dominont posilion in
the smort microprocessors which will be
needed in huge numbers to provide the
copocily individuols ond .businesses need
in their smortphones ond other devices.
It is difficult to see o future wilhout these
componies or their successors being more
cnd more involved in business octivity ond
consumer service - ond finding woys to
rernunerote their shoreholders.

Appie hos retoined consideroble swoy
cver consirrners in the provision of pods
crnd phones, ond in some of lhe services
tho, these devices con offer consumers. lt
hos difficuli issues in its relqtionship with
Chino, both os o morkel for its products
ond cs o rflonufocturing centre for whot
ii offers.

Teslo hos ottsched itself fo the
Mognificent 5even, though it is somewhot
different. Its success to dole hos come
from providing upmsrket electric cors
to o segment ol the cor morket where
the trqdiiionol suppliers hqve not been
quick enough off the rnork to deliver
sufficienf oltroclive product. lt is irue
Teslo is olso working on o lot of odditionol
cor lechnology 10 moke their vehicles
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competltion os prices come down ond lhe
morketploce widens.

Meto Plolforms is getting into Al qs on
odjunct to its sociol medio positioning,
os it is very dependent on odvertising on
its nredio plclfoi'firs. These three ore noi
so bound into the Al business enhoncing
revolufion os the other four.

3" :: i,rl.?l *:ir" ilc".l,'lii ],'*rl r'?

11 seems unlikely lhe technology sector
ccn hove onoiher'r€Gi'cs good cs 2023 os

we enler 2O24. There will be some strong
competition between the three leoders

of the Al revoluiion - Amozon, Microsofi

ond Alphobet. There will be odditionol
free services ond discount offers os they
expond lheir ronge ond grip on businesses
ond consumers olike to increose
their dependence on inlernet-bosed
technology. There will be some good
profits performonce in some olher sectors
os interest rotes ore brought down lofer
in2024, ond os governments ond centrol
bonks turn more otfention to growth os
inflotion subsides.

The business models of Aople in Chino,
of Melo with its relionce on odvertising
ond Teslo with lhe likelihood of more
competition to come moy be tested
more ihon the three gionts of the Al
world ond doto processing. The business
models of mony other componies ond
seclors will olso be choilengeci by the

trn 2024, many portfolios will
stillwant some exposure to
the all-pervasive presence

and continuing growth of the
digital revolution.

Al revolufion, os they seek to qdopt to
more being done online onci more being
corried out by computers. The digiiol
revolution hos olreody hod o huge
impoct on oreos os diverse os medlo,
music ond enlertoinment, shopping,
communicotions ond office working.
There is much more to come. Anolysis
need to osk lhe Al question of most
mojor componies to see how they csn
use if without losing cruciol business
opportunities.

ln2024, mony portfolios will still wont
some exposure fo the oll-oervosive
presence ond continuing growth of ihe
digitol revolution. The steody increose
in business shoring by the mojors ond
in the build-up of their cloud-computing
copocity, Al ond generol service revenues
underwrites o lol of the shore price
performonce.

lnvestors, however, moy need fo become
more discerning over which componies
will hove whot it tokes to develop those
opportunities in o profitoble enough woy.
The equity-morket rotings now expect
quite o lot ofter their 2025 recovery. Any
foilure to tronslote this new business
opportunity into good corporote coshflow
could worry morkets significontly.

Meto Plotforms 194.10/"
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orrrte: Blr:r:rnberq

; ;r li i. !l c 11,1 :"t!ln i f i cr. r'r ot lii r lei,"r

ir: 1 i r,'t r' t'llrll:{r'J}

here hqve been vorious worries obout
ow susiqinoble lhis is. lt is rnost unusuol
)r one country, however lorge ond
npoitont, to be so ohesd. it is eren more
nusuolfor one clusler of indusiries tc be
c dominoni.

r previous decodes lorge o;; ond ene:'gy
omponies, lorge bonks srid finoncial
usinesses, lorge industriol businesses
nd big phormoceuiicol cornponies hcve
ften been represented in the top ten
omes in the MSCI World lndex. There hos
suolly been some representotion from
)pcn oi'Europe. Beors of ihe curreiil
'end hove been doubting the obility
,f the iechnology gionts to grow their
3venues ond profils in the woy morkef
oluotions imply.

ulls of other sectors hove been pointing
: f he iovoi.rrobie irrrpoc t higher' iri i er-es i

:tes should hove on bonks ond some
nonciol businesses, on how the higher
nergy prices should bolster energy
ompony returns, on how Covid{9
rnd lhe obesily wove should boosf
rhormoceuticol eornings, ond how
rdustrisl octivities in odvonced counrries
righl benefil from the big move to
rnshoring. 5o for, these orguments hqve
rol been persuosive enough to chonge
re lop ronkinEs in the MSCI World lndex.
rdeed, 2025 ssw the Mognificent Seven
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he bull cose hos rested on the woy fhe
noin technology gionls hove goined o
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uslomers. Microsoft is lhe preferred
oftwore supplier of so mony firms ond
romes. As il enhqnces its Al offering so it


