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Summary: The AI trade loses some steam 

Global equities moved higher by 1.6% in July (USD terms), while global government 

bonds returned 1.8% (USD, hedged terms). Key themes included: 

• Modest stock market returns disguise sharp mid-month rotation; 

• The US Federal Reserve stays the course for a September rate cut; 

• Biden ends his re-election campaign, with VP Harris in nomination contention. 

 

Markets: Stock market rotation 

After initially rising to fresh highs, global stocks retraced some of their monthly gains 

during the second half of July – led lower by the ‘Magnificent Seven’. Protectionist 

rhetoric and another friendly US inflation release – boosting the chances of the Federal 

Reserve easing from September – may partly explain the sharp rotation away from the 

mega-cap, ‘technology’-related names towards small caps. Meanwhile, the US Q2 

earnings season had a strong start: the blended earnings growth rate was tracking 

close to 10% (y/y), after two-fifths of S&P 500 companies had reported. In fixed income, 

government bond yields continued to drift lower, with shorter dated bonds moving most 

visibly. In FX markets, some of the major currencies strengthened against the US 

dollar: the Japanese yen caught the eye (again), this time appreciating by almost 7% 

vis-à-vis the greenback. Commodities continued their broad-based decline, including 

Brent Crude oil, despite the escalating conflict in the Middle East. Precious metals 

bucked the trend, with gold rising to another high in US dollar terms. 
 

Economy: Ongoing economic resilience 

The US economy expanded by a stronger-than-expected 0.7% (q/q) in Q2, marking the 

eighth consecutive quarter of growth. Business surveys were mixed in July, but subdued 

manufacturing was offset by more upbeat service sector activity. Promisingly, the CPI 

inflation data were better than anticipated for the second consecutive month: the headline 

rate fell to 3% (y/y), while the core rate edged lower, to 3.3%. European economic growth 

continued, albeit at a softer pace than in the US. Second-quarter GDP expanded by 0.3% 

in the eurozone, while the forward-looking Composite PMI signalled modest expansion 

in July (German activity remained notably weak). UK output held steady, as monthly GDP 

expanded by 0.4% (m/m) in May, and the business surveys suggested a strong start to 

the third quarter. Inflation also remained more subdued than in the US, though the euro 

area headline inflation edged up to 2.6% in July. UK headline inflation stayed at 2% in 

June – core inflation was still elevated at 3.5% – while inflation moved closer to 1% in 

Switzerland. Elsewhere, in China, second-quarter activity was weaker than expected, but 

it was still on course to achieve the government’s “around 5%” 2024 GDP target. 
 

Policy and politics: A gradual easing cycle; Harris vs Trump? 

The US Federal Reserve left its policy rate unaltered, but Powell hinted that easing might 

begin in September. The European Central Bank also left its deposit rate unchanged – it 

had already reduced it in June – though the Bank of England lowered its base rate by 25 

basis points (bps), to 5.00%. In Asia, the Bank of Japan modestly raised its policy rate 

target from a range of 0.00-0.10%, to around 0.25%, while the People’s Bank of China 

conversely lowered interest rates amid ongoing property sector issues (inflation remained 

muted there).  

Another turbulent month in the political arena saw Trump’s popularity briefly surge 

following the assassination attempt in Pennsylvania. But the polling gap quickly reversed 

after Biden’s withdrawal and endorsement of Vice President Harris. On the other side of 

the pond, the far-right Rassemblement National fell to third place in the second-round of 

the French parliamentary election. No party secured an absolute majority, which resulted 

in a hung parliament. Unsurprisingly, the Labour party returned to power in the UK for 

the first time since 2010.  

  Performance figures (as of 31/07/2024) 

 Equities (MSCI indices, $) 1M % YTD % 

 Global  1.6% 13.1% 

 US  1.2% 16.1% 

 Continental Europe ex Switz. 0.8% 7.2% 

 UK  4.2% 11.4% 

 Switzerland  4.8% 6.7% 

 Japan  5.8% 12.4% 

 Pacific ex Japan  1.6% 2.3% 

 EM Asia  -0.3% 10.7% 

 EM ex Asia  2.7% -2.6% 

    

 Fixed income  Yield 1M % YTD % 

 Global Govt. (hdg $) 3.11% 1.8% 1.7% 

 Global IG (hdg $) 4.70% 2.2% 2.5% 

 Global HY (hdg $) 8.00% 1.8% 5.7% 

 US 10Y ($) 4.03% 2.9% 1.3% 

 German 10Y (€) 2.30% 1.8% -0.6% 

 UK 10Y (£) 3.97% 1.9% -0.7% 

Switzerland 10Y (CHF) 0.45% 1.0% 2.4% 

    

 Currencies (NEERs)  1M % YTD % 

 US Dollar  -0.6% 4.1% 

 Euro  0.4% 0.8% 

 Pound Sterling  0.6% 3.6% 

 Swiss Franc  1.2% -2.3% 

    

 Commodities ($) Level 1M % YTD % 

 Gold 2448 5.2% 18.6% 

 Brent Crude oil 81 -6.6% 4.8% 

 Natural gas (€) 36 4.0% 10.9% 

Table note: ‘NEERs’ under ‘Currencies’ are the J.P. 
Morgan trade-weighted nominal effective exchange rates. 

Key chart: US stock market returns 
Year-to-date (MSCI indices, USD, %) 

 
Source: Rothschild & Co, Bloomberg, MSCI 

Note: Magnificent Seven is Alphabet, Amazon, Apple, 
Meta, Microsoft, Nvidia and Tesla (cap-weighted index). 
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Important information 

This content is produced by Rothschild & Co Wealth Management UK Limited, Rothschild & Co Bank AG and Rothschild & Co Vermögensverwaltung GmbH for information and marketing 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).  

 


