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Global equities continued to trend higher in August, with the MSCI World index rising 2.7%. 
Emerging market equities marginally outperformed developed markets, while Europe and the 
UK were up around 2%. Best performing sectors were communication services and technology 
up 3.9% and 3.8% respectively while the laggards were more cyclical sectors such as energy and 
materials down 0.9% and 1.8%. 
 
In the bond markets the US 10yr government bond yields marginally increased from 1.17% to 
1.30%. While US corporate credit spreads (the difference between the yield on a corporate bond 
and a government bond) compressed to around 0.9%. 
 
Cable – GBP/USD, had a volatile month reaching a low of 1.36 before the GBP appreciated back 
up to 1.375. Brent crude oil dropped to 71$ on average over the month down from 75$ in the 
previous month. 
 
Geopolitically, the swift and distressing takeover of Afghanistan by the Taliban after the US 
withdrew their forces, was poorly received globally. Furthermore, a Kabul airport terrorist attack 
which inflicted casualties for the US army heaped pressure domestically on Joe Biden’s strategy 
and his popularity.  
 
On the US macro front, at the Jackson Hole Symposium, Fed-Chair Jerome Powell took a step 
towards dialling down the monetary stimulus citing the $120bn monthly monetary stimulus 
packages would be scaled back this year. The Federal Reserve (Fed) saw substantial progress on 
its two main goals of average 2% inflation and maximum employment with the first goal met and 
clear progress on the second expressing a need for strong jobs data to continue. 
 
In the UK, the Bank of England also took a similarly hawkish step forward at its July meeting, 
raising its inflation expectations and dropping its forecast for higher unemployment. The UK is 
expected to be one of the fastest growing economies in 2021 with growth projected at around 
6.5%. 
 
There remains 6 million more people unemployed in the US versus pre-pandemic levels. August 
non-farm payrolls came in at 235k new jobs v 750k consensus. The low print was mainly driven 
by zero jobs hiring in the leisure and hospitality sector, the rising delta variant cases, the vaccine 
hesitancy and attractive stimulus checks which are maturing in September.  
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Headline July Consumer Price Index (CPI) was unchanged at 5.4% year on year as expected, 
however, core inflation fell back slightly to 4.3% from 4.5%. Sectors suffering from pandemic 
dislocations such as used cars and airline tickets still account for most of the increase in the 
index. We expect inflation numbers to moderate as capacity issues start to ease in the near term.  
 
US retail sales came in lower than expected at 1.1% driven by a drop in motor vehicle sales and 
parts, with markets showing little reaction. 
 
Another round of US fiscal policy support took a step forward as the Senate passed a $1tn bi-
partisan infrastructure bill. However this will not be reviewed by the House of Representatives 
until the Senate passes a second social, healthcare and climate reconciliation bill that could be 
as much as $3.5tn.   
 
China’s economy, which has largely recovered from disruptions caused by the COVID-19 
pandemic, is potentially slowing as businesses face intensifying strains from higher commodity 
prices and global supply chain bottlenecks. 
 
Perhaps the most encouraging news for markets and investors came from the corporate 
earnings season in the US. Close to 85% of companies in the S&P 500 beat earnings estimates 
in the second quarter and year-on-year growth in earnings was the second highest on record at 
89%. 
 
The Delta variant has been a cause of concern with pockets of Covid-19 rate spikes across the 
globe. The US has struggled with Covid-19 cases, with companies resetting their projections 
down and increasing volatility in their forecasts. China has faced outbreaks in certain regions 
with aggressive containment implemented. In Israel where the vaccination rates are high, fresh 
lockdowns are now under consideration following a surge in cases. 
 
Overall financial markets tended to look through the Afghanistan fall out, delta variant concerns 
and the hawkish tone of the Fed. However, volatility in the jobs numbers and supply side issues 
may linger for longer than expected and prolong the recovery. 
 
Asset allocation remains unchanged with an overweight to equities versus fixed income. Within 
equities we have reduced the cyclical exposure and repositioned into more structural growth and 
global brand names with a quality bias. 
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