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In July, markets performed steadily as trade negotiations supported risk assets and overall sentiment. In equities, developed markets advanced by 2.0% in 

July, bringing their year-to-date (YTD) returns to 9.0%.  The US equity market finished the month with growth of 2.3% (YTD: 8.8%). European equities, exclud-

ing the UK, decreased by 0.2% (YTD: 10.1%), likely due to a slowdown in economic growth in Q2 across the EU and currency strengthening, which muted 

export-driven markets’ competitiveness. Japanese equities posted a return of 2.7% over July, bringing their YTD return to 5.7%. Emerging market equities 

grew 2.0% in dollar terms, with a YTD return standing at 17.9%. Fixed income markets in developed economies saw a decline in returns. US Treasuries re-

turned negative 0.4% for the month, UK Gilts declined by 0.4%, and German Bunds declined 0.3%. In the currency markets, the US dollar continued to decline 

against sterling and the euro by an additional 3.4% and 2.5%, respectively.  Gold closed July with a 0.4% monthly return, meaning that returns are elevated to 

25.5% YTD.  

July sustained the recovery in investor sentiment across developed markets, building on June’s momentum. The Trump administration finalized several trade 

agreements ahead of the August 1st tariff deadline, including deals with Vietnam, Japan, and the European Union. Most of these agreements introduced a 

15% tariff rate on most imports—significantly higher than pre-Trump levels—but markets welcomed the clarity, easing fears of a deeper trade war. The US also 

allowed semiconductor firms to resume shipments of select advanced processors to China, easing tensions in the tech sector. Meanwhile, the One Big Beauti-

ful Bill Act (OBBBA) passed through Congress, extending tax cuts and boosting fiscal spending, which supported cyclical and growth stocks. On the macro 

front, inflation trends diverged across regions. In the US, headline consumer price index (CPI) rose to 2.7% in June, with core CPI at 2.9%, possibly reflecting 

early signs of tariff pass-through. The Euro Area held steady at 2.0% headline inflation, while core CPI is at 2.3%, aligning with the European Central Bank’s 

(ECB) target. In the UK, inflation accelerated to 3.6%, with core CPI at 3.7%. In response to these pressures, central banks maintained a cautious stance: the 

Federal Reserve kept its target rate at 4.25–4.50% for the fifth consecutive time this year, citing persistent inflation risks and resisting political pressure for cuts. 

The European Central Bank also held the deposit facility rate at 2.0%, pausing after several cuts over the past year. The Bank of England did not sit in July; 

bank rate is at 4.25% ahead of their August meeting, where markets anticipate a potential 25bps cut. 

Sovereign debt saw a general yield increase across the board. The 10-year US Treasury yield increased from 4.23% to 4.39% and the 2-year yield increased 

from 3.72% to 3.94%. In the United Kingdom, the 10-year gilt yield increased from 4.49% to 4.57%, and the 2-year gilt yield increased from 3.82% to 3.87%. 

The German Bund’s 10-year yield increased from 2.60% to 2.69%, and the 2-year yield changed from 1.86% to 1.95%. In credit markets, European high-yield 

debt returned 1.2% over July, overperforming its U.S. counterpart, which returned 0.4%. Emerging market debt provided a return of 1.8% for the month in local 

currency terms. 
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