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You might also like our Waiting for the Tariff Haommer—But Markets March On and Investment
Strategy. Click here to read them for free.

o Markets seem to be stuck in some sort of a holding pattern as investors navigate
tariff-induced uncertainty

o US growth at hand surprises to the upside, but inflation remains a concern

e Fed’s Beige Book paints a sober picture of the US economy amid concerns of
trade-driven price pressures

e Japan's upper house elections delivers an uncertain outcome for markets

e Stablecoin to destabilise the dollar? US Genius Act pushes crypto closer to
mainstream
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Markets remain broadly constructive, though stuck in a holding pattern as they await the
next act in the tariff drama. The push-pull over trade policy has left investors perplexed even
as they navigate solid global growth data and inflation signals that remain ambiguous at best.
While US retail sales beat expectations last week, the strength signalled some pre-emptive
buying ahead of expected price hikes—a tariff front-load disguised as demand strength. That’s
the growth part of the story.

On inflation, consumer prices showed hints of tariff pass-through, particularly in goods like
furniture and electronics. But a surprise dip in producer prices suggests upstream pressures
remain contained. For now, it’s a mixed picture that investors seem content to interpret as
resilience. Already weary of geopolitical developments, they appear more willing to take the
data at face value.

Global economic data had been outpacing the US, but strong retail numbers and a bounce in
manufacturing helped narrow that gap and propelled the Citigroup US Economic Surprise
Index (CESI) into positive territory again. The tone has brightened—just in time for the next
policy twist.

Chart 1: Citigroup US Economic Surprise index on the Rise
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The Fed Draws a Sober Picture

The Fed’s latest Beige Book offered a more sober take on the US economy, highlighting
modest, uneven growth across its 12 regions. Consumer spending held up, but business
activity appeared to be plateauing. Labour markets remained tight, though hiring eased
slightly, and wage growth was moderate. Inflation pressures persisted, especially in
tariff-affected goods like metals and electronics, though not all firms could pass on higher
costs to consumers. The overall tone was cautiously watchful: demand remains resilient, but
concerns are rising that trade-driven price pressures could resurface by late summer.
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Japan’s Uneasy Politics — Compromising Asset Markets?

Japanese equities have benefited from steady growth, transparent corporate reform, and a
global shift away from US markets. But politics has clouded the picture. Sunday’s Upper
House election results have not brought an emphatic rejection of the current government but
have certainly stirred matters up. Japan’s PM Ishiba has lost his majority in the Upper house
but by only a handful seats. The results are not the emphatic rejection of the current
government that some polls had suggested. To be sure the results still inject risk into fiscal
policy, trade talks, and central bank autonomy.

Markets had already responded to the political risk. JGB yields spiked to 16-year highs, with
the 30-year nearing 3.21%. Bond traders have pricing in instability and populist tax pledges, at
odds with Japan’s 250% debt-to-GDP burden. Opposition calls for sweeping tax cuts have
stirred fears of a ratings downgrade—JGBs currently hover in single-A territory.

Japanese financial markets are closed today but the JPY has initially rebounded but only
after it had tumbled more than 3% in July, making it the worst-performing major currency this
month. Far from a haven, it now reflects doubts over fiscal credibility and fears of vote-driven
stimulus. USD/JPY is testing 149. Intervention talk is muted; credibility is the deeper issue.

Chart 2: Japanese Assets React to Political Muddle
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The outlook for equities is muddled, however we still believe that corporate restructuring is
too well established to see any serious downside risk. A relatively cheap valuation and
ongoing commitments to enhancing shareholder value should protect the market from
marked downside risk. The recent weaker currency should aid exporters, but the Nikkei
reaction will likely to remain tentative. The country’s auto sector faces a double threat—from
domestic uncertainty and looming Trump tariffs, possibly hitting as early as 1 August. Trade
talks have slowed, and a weakened government may lack capacity to respond.
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Mainstream Crypto

Last week Congress approved three bills that propel crypto currency emphatically into the
mainstream:

1. GENIUS Act
Guiding and Establishing National Innovation for US Stablecoins Act

creates the first US federal framework for payment stablecoins, requiring full asset backing
(e.g., USD, Treasuries), regular audits, and clear issuer qualifications.

2. CLARITY Act (aka the Digital Asset Market Clarity Act of 2025)

Aims to define regulatory jurisdiction over digital assets—clearing whether the SEC or the
Commodity Futures Trading Commission has authority—while establishing governance for
trading platforms and intermediaries.

3. Anti-CBDC Surveillance State Act

Prohibits the Federal Reserve from issuing a retail central bank digital currency (CBDC) directly
to Americans—because of concerns about privacy and surveillance

The passage of the GENIUS Act in our view marks a seminal moment in financial
history—when crypto, long relegated to the fringes of finance, was formally welcomed into
the regulatory and institutional mainstream. By creating a legal framework for stablecoins,
the Act effectively acknowledges them as a parallel—and potentially superior—form of digital
cash. Yet, with this acceptance comes a paradox: not all dollars will be equal. As regulated,
fully-reserved stablecoins become tradable across financial systems, they may command a
premium over both physical dollars and lesser stablecoins, reflecting perceived safety,
liquidity, and legal clarity. Conversely, unregulated or offshore-issued tokens could trade at
discounts, penalised by market distrust or limited usability. This new landscape blurs the
once-sacrosanct 1:1 peg, and in doing so, challenges the very notion of money as a uniform
unit of account. For the first time since Bretton Woods in 1944, we are witnessing a
market-driven repricing of trust in the dollar—one token at a time.
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Chart 3: Stablecoins have not always been stable
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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.
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