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You might also like our A Tale of Three Central Banks and Volatility Spikes on The Twists and 
Turns of Geopolitics Click here to read them for free. 

As we turned into the year's second half, the markets finally saw more consistent news of 
better-behaved inflation. With inflation falling closer to central bank targets, some started to 
signal that they were at or much closer to the point of cutting interest rates. By the end of July 
and adding in the first day of August, the Bank of Japan, ECB, and UK MPC had cut rates, and 
the Fed signalled that it would likely cut rates at their September meeting. 

The global growth and inflation surprise indices have moved negatively in recent months. The 
US appears to have hit a phase of much slower growth, although coming off the back of a 
second-quarter GDP growth rate of 2.8%, although that growth may have been inflated by a 
build-up in inventories that may unwind in subsequent quarters. 

 

https://www.sanctumwealth.com/market_commentary/a-tale-of-three-central-banks
https://www.sanctumwealth.com/market_commentary/volatility-spikes-on-the-twists-and-turns-of-geopolitics
https://www.sanctumwealth.com/market_commentary/volatility-spikes-on-the-twists-and-turns-of-geopolitics
https://bit.ly/37BvzNC
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Chart 1: Global Economic Surprise Indices – Inflation and Growth 
Index 

 
 

Source: Bloomberg 

The slowdown in the US economy was most apparent in the labour market, where new jobs 
rose only 206,000 in July, and the unemployment rate picked up to 4.1%. The Fed has noted 
the more rapid pace at which the economy is moving to its targets for the looseness of the 
labour market and the moderation of inflation. 

Chart 2: Core PCE inflation Moving Closer to Fed’s Target 

 

Source: Bloomberg 
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A key feaure of July was the Yen’s sharp reversal of its marked weakness of the previous three 
months. The Ministry of Finance intervened repeatedly to firstly arrest the Yen’s weakness 
and then to push it higher against the dollar. At th end of the month central bank tightening of 
monetary policy will also help the Yen.  The BoJ raised its short-term interest rate target to 
0.25% from 0-0.1% previously, and said it would taper its bond buying to three trillion yen 
($19.53 billion) per month as of the first quarter of 2026. 

 
Chart 3: Remarkable Reversal in the Yen’s Previous Weakness against the Dollar 

 
Source: Bloomberg 

 

 
In the emerging markets, there was a sharp contrast between the good news coming out of 
India, the disappointing economic data flow from China, and its seeming policy paralysis. 
India's budget was a good reflection of still ambitious investment spending on infrastructure 
and some modestly populist spending in support of the less fortunate. The finance minister 
also reported a further reduction in the country's budget deficit and a strong feeling that the 
government will be able to run a current account surplus in the coming year. 
  
By contrast, China's economy looks benign, and the crucial Third Plenum meeting of the 
Communist Party failed to ignite any hope of a near-term boost to the economy. While the 
government provided a laudable plan for long-term planning, the economy and markets need 
a transparent boost. As the month closed out, President Xi Jinping acknowledged that the 
"focus of economic policies should shift more towards benefiting the people and promoting 
consumption". 

 



 

 

www.sanctumwealth.com  
 

 
Chart 4: China’s CAIXIN Manufacturing Sector Confidence Index Drops Away 

 

 
Source: Bloomberg 

Markets 
Equities 
For a change, the US equity market was leading the pack. The slide in the tech sector, the 
switch in sector leadership to interest rate-sensitive stocks, and better performance from 
small-cap stocks contributed to the dollar return from the Japanese market. The dollar return 
from the Japanese market benefitted from a very sharp rally in the Yen against the dollar; so 
while the Japanese equity market was down 1.4% in local currency terms, in dollar terms, the 
market ended up 5.8%. 
 
The poor performance of Chinese equities continued holding back the performance of the EM 
index. In contrast Indian equities extended their post election rally ending up as one of the 
best performing markets. The UK equity market showed some life reacting positively to the 
new Labour government who have a substantial majority. 
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Table 1: Equity Market returns in July 

  -1mth -3mths YTD 
US 1.2% 9.8% 16.1% 
NASDAQ -0.8% 12.4% 17.2% 
Europe ex UK 1.5% 4.3% 7.1% 
Japan 5.8% 6.5% 12.4% 
UK 2.5% 3.4% 10.6% 
Switzerland 2.7% 9.4% 10.6% 

Asia ex Japan -0.1% 5.7% 9.6% 
India 4.0% 12.0% 21.5% 
China -1.0% -5.3% -1.2% 
Brazil 1.3% -7.4% -17.7% 
Emerging markets 0.3% 4.8% 7.8% 
Global 1.8% 8.5% 13.7% 

 
Equity sector performance 
The tech sector, weighed down by some indifferent Q2 corporate earnings reports, saw some 
profit-taking through July. The results were satisfactory; however, analysts debated whether 
the market had overhyped the AI phenomenon. 
 
There was quite a switch of money flows into interest rate-sensitive stocks. Banks performed 
well, continuing the good absolute gains seen over the past year. 

 
Table 2: Global equity sector returns in July 

  -1mth -3mths YTD 
Energy 1.8% 0.2% 10.3% 
IT -2.1% 15.7% 22.5% 
Consumer  
Staples 

2.7% 4.0% 6.2% 

Consumer  
Discret 

1.2% 3.9% 5.5% 

Healthcare 3.3% 8.0% 11.5% 
Banks 6.2% 10.3% 20.9% 

Source: Bloomberg 
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Bond markets 
As confidence built that inflation was coming down and central banks delivered on rate cuts, 
bonds rallied. This translated into more of a general drop in yields rather than any significant 
performance from the credit market. Credit spreads remain essentially unchanged.  

 
 

Chart 5: US 2-year Bond Yield down Sharply as Market Anticipates Fed Rate Cuts 

  
Source: Bloomberg 

 
Table 3: Bond market returns In July 

  -1mth -3mths YTD 

Global Aggregate 1.9% 3.7% 2.1% 
Global investment Grade 2.2% 4.6% 2.3% 
Emerging markets debt $ 1.8% 4.3% 4.1% 
US Corporate High yield 1.9% 4.0% 4.6% 

Source: Bloomberg 

 
         
FX and Precious metals 
The feature of the month was the sharp rally in the Yen. Ongoing geopolitical issues, 
particularly in the Middle East, have led to a further rise in gold and bitcoin. Increased 
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expectations of lower US rates reinforced the rise in the gold price and, as we saw in July, a 
weaker dollar.  

 

Table 4: Precious metals and currencies returns for July 

  -1mth -3mths YTD 
Global Aggregate 1.9% 3.7% 2.1% 
Global investment Grade 2.2% 4.6% 2.3% 
Emerging markets debt $ 1.8% 4.3% 4.1% 

US Corporate High yield 1.9% 4.0% 4.6% 
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Disclaimer & Important Notice 

 
FOR THE INTENDED RECIPIENT’S USE ONLY 

 
The Global CIO Office operates under Purple Asset Management. This document has been prepared by Purple Asset Management Limited (“PAM” or the “Company”). 

 
The document has been prepared on the basis of accounting and non-accounting grade information extracted from within the Company and its affiliates; and of publicly available economic 
and market data sources. This information has not been verified by an independent third party and should be treated accordingly. It is furnished to you solely for your information, should 
not be treated as giving investment advice and is to be kept confidential and may not be copied, reproduced, distributed, published, in whole or in part, or otherwise made available to any 
other person by any recipient. 

 
The facts and information contained herein are as up to date as is reasonably possible and are subject to revision in the future. Neither PAM nor any of its directors, officers, employees or 
advisors nor any other person makes any representation or warranty, express or implied, as to the accuracy or completeness of the information contained in this document or undertakes 
any obligation to provide recipients with any additional information. Neither PAM nor any of its directors, officers, employees and advisors nor any other person shall have any liability 
whatsoever for losses howsoever arising, directly or indirectly, from any use of this document. 

 
Whilst all reasonable care has been taken to ensure that the facts stated herein are accurate and that the opinions contained herein are fair and reasonable, this document is selective in 
nature and is intended to provide an introduction to, and overview of, the business of PAM. Any opinions expressed in this document are subject to change without notice and neither PAM 
nor any other person is under any obligation to update or keep current the information contained herein. 

 
Such information contains “forward-looking statements” which are not historical facts and include expressions about management’s confidence and strategies and management’s 
expectations about future revenues, new and existing clients, business opportunities, economic and market conditions. These statements are made on the basis of current knowledge and 
assumptions. Various factors could cause actual future results, performance or events to differ materially from those described in these statements. These statements may not be regarded 
as a representation that anticipated events will occur or that expected objectives will be achieved. The forward-looking statements in this document are only valid until the date of this 
document and ISI does not undertake to update any forward-looking statement to reflect events or circumstances after the date hereof or to reflect the occurrence of unanticipated events. 
This document is not an offer to sell securities or the solicitation of an offer to buy securities, nor shall there be any offer or sale of securities in any jurisdiction in which such offer or sale 
would be unlawful prior to registration or qualification under the securities laws of such jurisdiction. 


