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MARKET COMMENTARY

The dislocation between economic and market fundamentals continued into the month of July, with the US and most major global equity markets ending 
the month markedly higher despite the US recording its worst quarter ever as Gross domestic product (GDP) dropped by 32,9%. On the labour market 
front, initial jobless claims data released by the labour department increased for a second straight week in a row as they came in at 1,4million, 
suggesting a moderation in the employment gains seen in May and June.

Markets, however, were little fazed as second quarter earnings reports revealed very positive results for the tech sector which in-turn drove market 
returns given their weightings within the major indices in the US. The S&P500 recorded its best July since 2010 and the Nasdaq finished in positive 
territory for the fourth month in a row. Earnings reports outside the tech sector were less rosy, with companies such as Exxon Mobil, Caterpillar and 
Shake Shack showing signs of stress. Financials were also under immense pressure as banks extended provisioning for potential loan losses during the 
quarter.   

On the health front, a resurgence in COVID-19 infections saw a reinstatement of movement restrictions in some US states. Hopes for a vaccine were 
also boosted as Moderna reported a production of antibodies in all patients that were tested in a vaccine trial. Regarding politics, Sino-US relations
continued to be volatile with the US ordering the closure of a Chinese embassy in Texas amidst accusations of theft of US intellectual property.

Market sentiment improved as investors found vindication from second quarter Tech sector earnings, driving most major markets higher across the 
world. In the US, both the NASDAQ 100 (+7.4%) and the S&P 500 (+5.6%) finished the month strongly on the back of stellar results from the likes of 
Apple and Microsoft. In Germany, the FSE DAX (+5.3%) ended the month on a solid footing and the UK’s FTSE 100 (+1.7%) benefitted from a stronger 
currency. Emerging markets followed June’s performance with another strong showing in July as the MSCI Emerging Markets Index (+9%) ended 
significantly higher.  In Asia, Japan’s Nikkei 225 (-0.6%) was an outlier as it ended in the month in the red. China’s Shanghai SE Composite (+12.4%) 
also added the month significantly higher. Overall, the strong performance across most global equity markets was reflected in the performance of the 
MSCI World Index (+4.8%).

Platinum (11.2%) and Gold (+11.1%) ended significantly higher with the latter benefitting from increased global uncertainty from issues such as 
potential currency rebasing’s given the significant increases in money creation by major global central banks. Oil (+5.2%) had another good month but 
remains significantly lower than where it was at the beginning of the year.

The US dollar was largely weaker against most major currencies for the month, with the greenback depreciating against the euro (-5.3%), the pound 
sterling (-6.2%) and the Japanese Yen (-2%).

*All data is sourced from Morningstar Direct as at 31/07/2020. The performance of global asset classes is quoted in US dollars.
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