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Economic & Political news
Although it has improved significantly, particularly in the US, the situation remains delicate on the health front, and on the economic front as a
result. Admittedly, consumption has rebounded considerably since mid-May due to pent -up demand as households spent part of the savings they
had accumulated during lockdown. Retail sales rebounded strongly in the US and Europe. T he US housing market is booming, thanks to low
mortgage rates and the Federal Reserve’s incentive to borrow. As seen in August data, the health situation is still impacting data. Indeed, the
latest PMI indices in Europe (especially in services) suggest a message of caution as cases are trend upwards again. Fortunately, death and
hospitalisation rates remain much lower than during spring. Q2 GDP growth rates were in line with abysmal expectations, with -33% in the US
and -43% in Europe on annualized terms, and with Spain and UK collapsing an annualized 50% and 55% respectively – the worst in Europe. On
the fiscal side, as the US Congress remains in a stalemate over the ‘Phase 4’ fiscal package, President T rump issued executive orders to provide
additional jobless aid, suspend the collection of payroll taxes, avoid evictions and assist with student -loan payments. Joe Biden kept his lead in
the polls and selected California Senator Kamala Harris as his running mate. On the monetary side, central banks stood firm (Federal Reserve,
European Central Bank and People’s Bank of China) waiting for confirmation of the sustainability of the nascent recovery . The Federal Reserve
formalized a shift towards average inflation targeting: T he Fed will seek to achieve inflation that averages 2% over time. T h e most likely
intention behind this change is to raise inflation expectations and steepen the yield curve to improve its monetary policy transmission
mechanisms. Last but not least, Shinzo Abe, Japan's longest -serving prime minister, announced that he would be stepping down due to ongoing
health issues.

Equities
Although the month threatened to be volatile due to rising Covid19 cases, looming US elections and slower momentum in the economic
recovery, the S&P500 ended August with a 5th straight week of gains and its first time ever above the 3,500 level. Over the month, the S&P500
was up 7.2% and the Stoxx 600 up 3.1%. T he Nasdaq continued to outperform, advancing over 9.7% in August and currently up 32.2% YT D.
Developed markets rallied 6.7%, outperforming emerging markets, which increased 2.2%. More broadly, t he Dax rose by 5.1%, FT SE MIB by
2.8%, the CAC40 by 3.4% and the FT SE 100 by 1.7%. T he best performing developed markets were all American: Nasdaq, the Dow Jones
(+7.9%) and the S&P500.T he worst performing developed market equity indices were the AEX Netherlands (+1.2%), the Swiss Market (+1.3%)
and the FT SE 100 (+1.8%). T he best sectors were Consumer Discretionary (+12.2%), Information Technology (+10.7%) and Industrials
(+8.7%). T he worst performing sectors were Utility (-1.4%), Energy (+1.7%) and Health Care (+2.1%).

Fixed Income
Developed markets yield curves steepened as inflation expectations rose and central banks reinforced their accommodative stance. At the same
time, they kept expanding their balance sheets to unprecedented levels: jointly, the Fed, the ECB, the BoJ and the P BoC’s balance sheets amount
to USD25.6 trillion as of August 31st, up 1.6% since the end of July. Interestingly, this month’s surge was almost exclusively led by the ECB.
US and EU IG spreads continued to narrow, 12bp and 13bp respectively, as did the US and EU HY spreads, narrowing 11bp and 47bp
respectively. T hroughout the month, US 10-year T reasury yields were up 18bp to 0.7%, Bunds up 13bp to -0.4%, OAT s up 10bp to -0.1%, Gilts
up 21bp to 0.3% and BT Ps up 8bp to 1.1%.

Emerging Markets
Emerging markets continued to rebound strongly thanks to strong external pent-up demand as well as a weaker USD. China’s manufacturing
PMI for July came in at 52.8 and industrial production grew 4.8% in July, both signalling continued expansion. On the other hand, consumption
continued to lag industrial production, but retail sales posted their lowest decline since the crisis started in July, -1.1% (vs -1.8% in June). T he
PBoC held benchmark policy rates steady for the third straight month, the 1-year loan prime rate stands at 3.85%. T he MCSI EM Index
increased 2.2% and the MSCI EM ex Asia, -1.7%. T he best performing emerging markets (in local currency) were the EGX 30 (+7.2%), the
Saudi Arabia index (+6.7%) and the Qatar Index (+5.9%). T he worst performing emerging markets were the PSA Chile index (-6.2%), the
Merval index (-4.9%) and the KLCI Malaysia index (-4.8%).
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FX & Commodities
T he US dollar continued to weaken against a basket of currencies as measured by the DXY index, which fell 1.3% to 92.1. T he EUR appreciated
1.3% to 1.193 and GBP rose 2.2% to 1.33 against USD. More broadly, t he dollar strengthened 0.1% vs JPY, 5.3% vs T RY, 5.2% vs BRL, 2.6%
vs ARS and 2.5% vs CLP. It weakened vs CHF (1%), CNY (1.8%). Gold consolidated this year’s gains, declining 0.4% to USD1,967 per ounce.
Oil prices continued their upward trend as economies reopened, with WT I increasing 5.8% to end at USD42.6 per barrel and Brent was up 4.5%
to USD45.3 per barrel. Silver spiked 15.4%, copper increased 6% and coffee surged 6%.
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