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Summary: Strong August for global equity investors  

Global stock markets continued their upward trajectory in August, +6.1% (in USD), 

while global government bonds fell -0.9% (in USD). Key events included:  
 

➢ The best August since 1986 for the S&P 500 as US stocks edged higher; 

➢ A US Fed policy rethink and slowdown in European services activity; 

➢ A divergence in Asia's economic revival. 

Investor sentiment remained positive in August despite global coronavirus cases 

reaching 25 million as market participants anticipated further stimulus, business 

surveys improved, and Q2 corporate earnings reported better than expected. 

Supported by strong performance by Apple – the first US company to reach a $2 

trillion valuation – the S&P 500 saw its best August since 1986 and Asian shares 

reached a 29-month high. Meanwhile, gold ($1,968/oz) fell slightly during the month, 

after rallying earlier in the year, while oil (Brent) edged higher to 45.3 ($/b).  

US: Cases subside, Fed’s policy framework, stimulus impasse 

New cases subsided in August, although hotspots persisted, and the economic data 

reflected the ongoing economic rebound. Retail sales (+1.2% m/m) rose despite a 

reduction in unemployment benefit checks which likely weighed on spending power. 

With mortgage rates near record lows, existing home sales (+24.7, m/m) rose sharply 

for a second straight month and the latest manufacturing survey (ISM PMI) hit its 

highest level in almost two years, supported by a resurgence in new orders. 

Meanwhile, the Fed’s “new” policy framework, presented at its (virtual) annual 

symposium, focused more on the importance of economic growth and the labour 

market and less on worries of high inflation (July CPI +0.6% m/m, sa). Meanwhile, 

further stimulus talks in the US Congress remained at an impasse. 

Europe: Economic sentiment up, dismal preliminary inflation data 

After strong growth in July, the latest Euro Area business surveys (PMIs) pointed to 

slower expansion in the services sector (50.1), amid an upturn in virus outbreaks in 

the region. Manufacturing output, however, remained strong – while below pre-

pandemic levels – and overall economic sentiment (87.7) in the Euro Area edged 

higher for the fourth consecutive month, confirming the gradual rebound. A 

preliminary estimate showed falling consumer prices in the Euro Area for the first time 

since May 2016 (-0.2% y/y), well below the ECB’s target of just under 2%. Elsewhere, 

the strength in UK factory activity (PMI 55.2) persisted in August, seeing its fastest 

growth since February 2018, and services saw its steepest expansion in 6 years 

(60.1). Nevertheless, UK job losses increased, with the government set to wind down 

its job-retention scheme by the end of October.    

ROW: China’s services leading, PM Abe resigning 

The economic rebound in China continued, driven by a robust uptick in services 

activity (PMI 55.2) while manufacturing activity grew at a slower pace compared to 

July, potentially impacted by floods in Southern China. Elsewhere, Japan's PM Abe, 

its longest serving PM, announced his pending resignation due to health concerns, 

leaving behind a country in a fragile economic recovery. The most recent gauge of 

industrial production (+8% m/m) increased for a second straight month and at its 

fasted pace on record, while retail sales declined (-3.3% m/m) amid weak consumer 

demand. Meanwhile, the coronavirus epicentre shifted to India as the country 

reported its biggest one-day rise (75k) in new infections, while students in Hong Kong 

prepared for face-to-face teaching in September – illustrating the wide regional 

differences in battling the virus.   

 Market summary (total return in local currency)  
 

Fixed Income Yield 1M % 1 Yr % 

US 10 Yr  0.71% -0.8% 8.6% 

UK 10 Yr  0.31% -1.4% 1.8% 

Swiss 10 Yr  -0.41% -0.9% -4.7% 

German 10 Yr  -0.40% -1.0% -2.6% 

Global IG (hdg $) 1.60% -0.8% 5.7% 

Global HY (hdg $) 5.73% 1.4% 4.2% 
    

Equity Index Level 1M % 1 Yr % 

S&P 500 3’500 7.2% 21.9% 

MSCI UK 9’909 1.5% -16.1% 

SMI 10’136 1.3% 5.9% 

Eurostoxx 50 3’273 3.2% -1.8% 

Nikkei 23’140 6.6% 14.1% 

Hang Seng 25’177 2.5% 1.2% 

MSCI World (lcl) 280 5.8% 14.6% 

MSCI World ($) 296 6.1% 16.5% 
    

Currencies (trade-weighted, nominal)   

US Dollar 
 

-1.1% -1.6% 
 

Euro 
 

0.4% 5.9% 
 

Yen 
 

-1.1% -2.6% 
 

Pound Sterling 
 

0.9% 5.0% 
 

Swiss Franc 
 

0.2% 4.7% 
 

Chinese Yuan 
 

1.4% 2.5% 
 

     

Other Level      

VIX 26.4 8.0% 39.1% 
 

Brent ($/b) 45.3 2.3% -23.8% 
 

Gold ($/oz) 1’968 -0.4% 29.4% 
 

 

 
Services PMI “heatmap”  
 

 
 

   

Source: Bloomberg, Rothschild & Co 
 
Services PMIs are economic indicators derived from 
monthly surveys of companies (>50= expansionary, 
<50=contractionary). 
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US 53 49 40 27 38 48 50 55

UK 54 53 35 13 29 47 57 60

Euro A 53 53 26 12 31 48 55 50

FR 51 53 27 10 31 51 57 52

GE 54 53 32 16 33 47 56 51

China 54 30 52 53 54 54 54 55
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Important information 

This content is produced by Rothschild & Co Wealth Management UK Limited for information purposes only. This content does not constitute a personal recommendation or an offer or invitation to buy or sell 

securities or any other banking or investment product.   

Nothing in this content constitutes legal, accounting or tax advice. The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your original 

investment. Past performance should not be taken as a guide to future performance. Investing for return involves the acceptance of risk: performance aspirations are not and cannot be guaranteed. Should you 

change your outlook concerning your investment objectives and/or your risk and return tolerance(s), please contact your client adviser. Where an investment involves exposure to a foreign currency, changes 

in rates of exchange may cause the value of the investment, and the income from it, to go up or down.  

Income may be produced at the expense of capital returns. Portfolio returns will be considered on a “total return” basis meaning returns are derived from both capital appreciation or depreciation as reflected in 

the prices of your portfolio's investments and from income received from them by way of dividends and coupons.  

Holdings in example or real discretionary portfolios shown herein are detailed for illustrative purposes only and are subject to change without notice. As with the rest of this content, they must not be considered 

as a solicitation or recommendation for separate investment.  

Although the information and data herein are obtained from sources believed to be reliable, no representation or warranty, expressed or implied, is or will be made and, save in the case of fraud, no 

responsibility or liability is or will be accepted by Rothschild & Co Bank AG as to or in relation to the fairness, accuracy or completeness of this content or the information forming the basis of this content or for 

any reliance placed in this content by any person whatsoever. In particular, no representation or warranty is given as to the achievement or reasonableness of any future projections, targets, estimates or 

forecasts contained in this content. Furthermore, all opinions and data used in this content are subject to change without prior notice.  

This content is distributed in Switzerland by Rothschild & Co Bank AG and in the UK by Rothschild & Co Wealth Management UK Limited. Law or other regulation may restrict the distribution of this content in 

certain jurisdictions. Accordingly, recipients of this content should inform themselves about and observe all applicable legal and regulatory requirements. For the avoidance of doubt, neither this content nor any 

copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person. References in this content to Rothschild & Co are to any of the various companies in the 

Rothschild & Co Continuation Holdings AG operating/trading under the name “Rothschild & Co” and not necessarily to any specific Rothschild & Co company. None of the Rothschild & Co companies outside 

the UK are authorised under the UK Financial Services and Markets Act 2000 and accordingly, in the event that services are provided by any of these companies, the protections provided by the UK regulatory 

system for private customers will not apply, nor will compensation be available under the UK Financial Services Compensation Scheme. If you have any questions on this content, your portfolio or any 

elements of our services, please contact your client adviser.  

The Rothschild & Co group includes the following wealth management businesses (amongst others): Rothschild & Co Wealth Management UK Limited. Registered in England No 04416252. Registered office: 

New Court, St Swithin's Lane, London, EC4N 8AL. Authorised and regulated by the Financial Conduct Authority. Rothschild & Co Bank International Limited. Registered office: St Julian's Court, St Julian's 

Avenue, St Peter Port, Guernsey, GY1 3BP. Licensed and regulated by the Guernsey Financial Services Commission for the provision of Banking and Investment Services. Rothschild & Co Bank AG. 

Registered office: Zollikerstrasse 181, 8034 Zurich, Switzerland. Authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA).  

 




