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MARKET INDICES ($)

YTD 1 month 3 months 1 year 3 years 5 years

MSCI World

S&P 500 (US)

FTSE 100 (UK)

FSE DAX (Germany)

Nikkei (Japan)

MSCI EM

S&P BSE SENSEX (India)

SSE Composite (China)

BOVESPA (Brazil)

MICEX (Russia)

14.10 1.72 4.44 33.16 12.54 12.26

17.99 2.38 5.50 36.45 18.16 17.35

12.89 0.71 1.98 30.57 2.58 5.88

9.81 0.08 1.16 26.59 7.15 9.78

-5.71 -4.16 -5.54 23.03 9.37 11.11

0.22 -6.73 -4.40 20.64 7.93 10.37

8.13 0.08 7.30 40.58 8.83 11.03

-0.91 -5.32 -1.20 10.96 7.69 3.28

3.28 -6.36 7.98 19.70 3.92 5.94

15.95 -1.96 9.23 31.42 11.50 11.91

MARKET COMMENTARY

Most developed market (DM) equities ended the month higher and convincingly outperformed their emerging market peers (EM), who faced major setbacks 
from poor performance from Chinese equities. Within DM’s, the US was again a standout performer following positive second quarter earnings releases. The 
earnings print was mixed, with counters such as Amazon failing to beat consensus estimates, whilst the likes of Exxon and Chevron managed 
to deliver solid earnings beats. Overall, aggregate earnings for the c.60% of companies that had reported at the time of writing were still ahead of market 
expectations, which provided some support to the market.

One of the biggest talking points for the month was undoubtedly the regulatory developments in China which resulted in a dramatic sell-off within its equity 
market. The initial shock came when the country’s regulators banned ride hailing app Didi from Chinese app stores just days after its initial public offering in the 
US. Next up, and perhaps most importantly was the shake-up of the Chinese Education Technology (EdTech) sector, which resulted in market concerns 
over possible regulatory spill-overs to other Chinese sectors. Amongst the key regulatory changes in the EdTech sector were a ban on any form of for-
profit operations, a reduction in tutoring hours and perhaps most importantly, a retrospective ban on all forms of foreign ownership within the sector. The latter 
point included an order to unwind all forms of Variable Interest Entity (VIE) structures within the sector.

VIE’s are a c.1 trillion US dollar market which were created to bypass the ban on direct ownership of Chinese listed firms by foreign individuals. This 
structure essentially gives foreign investors the right to economic benefits from Chinese firms without the usual transfer of equity ownership. The Chinese 
government has in the past turned a blind eye on these arrangements as they have allowed local companies to tap into international capital markets, whilst 
foreign investors have relied on this tacit agreement when investing in China. The recent ban on VIE’s in the EdTech sector has brought this issue back 
into the spotlight for foreign investors and the sell-off somewhat represents a recalibration of risk premiums by market participants.

Moving over to the markets, the technology heavy NASDAQ 100 (+2.8%) and the S&P 500 (+2.4%) were amongst the best performing equity markets in the 
DM universe, whist the FTSE 100 (+0.7%) ended the month higher in US dollar terms. Germany’s FSE DAX (+0.1%) just managed to end in the green 
whilst China’s Shanghai SE Composite (-5.3%) ended sharply lower on the back of the regulatory crackdown within that country. Sticking to 
Asia, Japan’s Nikkei 225 (-4.2%) also ended sharply lower for the month. Unsurprisingly, the MSCI Emerging Markets Index (-6.7%) ending sharply lower on 
the back of the China sell-off. On the other hand, global equities, as proxied by the MSCI World Index (+1.8%), ended the month higher, reflecting the strong 
performance from US equities given its large composition within the index.

On the commodities front, performance was mixed for the month. Gold (+3.6%) and Oil (+1.6%) ended higher whilst Platinum (-1.4%) ended the month 
lower.

Currencies were mixed during the month, with the US dollar weaker against the pound sterling (-0.6%) and the Japanese Yen (-1.1%), however, the 
greenback was flat against the euro (+0.0%).

*All data is sourced from Morningstar Direct as at 31/07/2021. The performance of global asset classes is quoted in US dollars.

Returns are quoted in US Dollar. Returns greater than a year have been annualised.
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