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Global Market 
Review 
Macro Summary 

Despite waning consumer confidence in the face of 

the spread of the delta variant, rising prices, and an 

uneven economic recovery, global equity markets 

rose again in August. The U.S. market once more 

led all others and has gained over 20% so far this 

year. Emerging markets also rose in August but 

have underperformed their developed counterparts 

in 2021 due to a sharp decline in Chinese equities. 

Slowing growth and mounting regulatory scrutiny 

continue to weigh on Chinese stock prices. 

Investment grade bonds, especially those at the 

long end of the maturity spectrum, declined in 

August, while high yield bonds managed small 

gains. Broad commodity indices fell in August 

dragged down by plunging oil prices and signs that 

the pace of the recovery, although still strong, was 

slowing from very high levels. The U.S. dollar rose 

modestly against most major currencies. 

Performance of Major Market Indices 
Sources: S&P, MSCI, FTSE Russell, Barclays, Citigroup, Bank of 
America Merrill Lynch, J.P. Morgan, HFR, Bloomberg. 

 
U.S. equity markets continue to lead others.  

U.S. Equity Streak Continues Despite Delta Variant  

U.S. equities rose in August for the seventh successive month. 

The S&P500 climbed 3.0%, bringing its gain so far this year to 

21.6%. U.S. equities have set over 50 new record highs so far 

in 2021, stretching valuations from already lofty levels. The 

strength of the equity market and rich stock valuations have 

encouraged a high level of net stock issuance by non-financial 

corporations and a record level of IPOs (Exhibit 1). IPO activity 

through SPACs has also remained high. The strong market 

gains and frenetic issuance activity contrast starkly with signs 

of a slowing pace of economic recovery, mounting uncertainty 

surrounding the delta variant’s impact on future economic 

activity and earnings, and waning consumer confidence, 

clouded by the delta variant and rising prices. The pace of the 

U.S. expansion slowed in August, reflecting declining demand, 

especially for services. Supply chain disruption continues to 

bedevil production. Shortages of supplies and labor are 

contributing to rising prices, thought by the Fed and, so far, by 

the market, to be transitory.  

Exhibit 1. High Prices Encourage Stock Issuance 

Source: Bloomberg. U.S. IPO activity excluding SPACs. 

 

Within the U.S. equity market, both growth and value stocks 

enjoyed strong gains in August. So far in 2021, value stocks 

(+20.7%) have narrowly outperformed growth (+20.1%). Large 

cap stocks outperformed small cap stocks in August and in 

2021. Stocks in the financial, tech, and telecom sectors led 

others in August, while the energy sector lost ground, dragged 

down by falling oil prices. Despite this decline, energy shares 

remain up 26.3% so far in 2021, second only to the 30.6% gain 

of financial sector stocks. 

-5% 0% 5% 10% 15% 20% 25% 30%

S&P500

Russell 2000

MSCI World Ex-US (USD)

MSCI Emerging Mkts (USD)

Citigroup US Treasuries

Citigroup Credit

Merrill High Yield

JPM EMBI Global (USD)

Citigroup WGBI Ex-US (LC)

Citigroup Credit AAA/AA 10+

Barclays US Aggregate

GSCI Total Return

HFRX Eq. Wtd. Strategies

Aug-21 YTD

0

50

100

150

200

250

300

0

20

40

60

80

100

120

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
YTD

Total Proceeds (lhs)

Number of IPOs (>$50mm market cap)



 2        Strategic Investment Group®   •   Monthly Market Review   •   8/2021 

Chinese Equity Markets Fall While Others Rise 

The MSCI World ex-U.S. index of non-U.S. equity markets 

rose 1.6% in August, bringing its gain so far in 2021 to 12.4%. 

Emerging equity markets also rose in August, gaining 2.6% led 

by markets in the Europe, Middle East and African regions. 

Chinese markets in August were little changed. So far this 

year, emerging equity markets are up only 2.8%, reflecting 

declining Chinese equities, which comprise about 35% of the 

MSCI Emerging Market index (Exhibit 2). Two factors have 

driven the stark divergence of Chinese equity market 

performance from other global markets. First, the unexpected 

regulatory crackdown on tech stocks by the Chinese 

authorities has led to sharp declines in this hitherto high-flying 

market, and raised concerns that increased regulatory scrutiny 

may spread to other sectors. Second, unlike other major 

economies, Chinese economic activity has been slowing in 

recent months. Uncertainty about renewed lockdowns to 

contain the spread of the delta variant and the lack of fiscal 

support to prop up consumer demand have contributed to 

slower growth.  

Exhibit 2. Chinese Equities Lag Other Markets  

Source: Bloomberg. Index, January 1, 2021 = 100. 

 

Is Inflationary Pressure Transitory or Entrenched?  

The unevenness of the U.S. economic recovery and the speed 

of both the initial collapse in economic activity and the sharp 

rebound that followed shortly thereafter has contributed to 

significant dislocations. In the labor market, for example, there 

are over 10 million job openings, a record high, even while 

there remain 5.7 million fewer people employed than just 

before the pandemic. This divergence is largely explained by 

the leisure and hospitality sectors and other services, which 

continue to suffer from social distancing, while the 

manufacturing and retail sectors are back at pre-pandemic 

employment levels. The unevenness of the recovery is also 

evident in sectoral performance. While overall GDP has fully 

recouped losses in the wake of the pandemic, consumer 

spending on services remains well below pre-pandemic levels. 

Spending on durable goods, in contrast, is 20% above pre-

pandemic levels (Exhibit 3). The sharp increase in demand for 

durables coupled with supply chain disruptions in the sector 

have contributed to overall inflationary pressure.  

Exhibit 3. Uneven U.S. Recovery 

Source: FRED. Real personal consumption expenditure in trillions of 
2012 dollars. 

 

In the Fed’s view, inflationary pressure is isolated and 

transitory, and will dissipate as production bottlenecks are 

addressed and consumer demand is spread more evenly 

across economic sectors. The Fed believes that in the 

meantime, monetary accommodation remains appropriate to 

support a continued recovery. Relative price shifts, in the Fed’s 

view, are merely part of the process. The risk of this policy is 

that the experience of high inflation will become entrenched in 

expectations, leading to a self-fulfilling cycle of price rises. 

Worse still, continued easy money may further distort asset 

prices, culminating in a destabilizing market correction.  

Against this backdrop of strong, if slowing growth and rising 

inflation, bond yields rose in August, contributing to losses in 

the U.S. Treasury and investment grade bonds as well as non-

U.S. sovereign bonds. U.S. high yield bonds, in contrast, rose. 

Hedge Funds Post Modest Gains 

Hedge funds rose 0.4% in August and are now up 3.2% so far 

in 2021. Equity Hedge continues to lead other strategies. 

Return dispersion among sub-strategies persists with Fixed 

Income and Global Macro strategies continuing to lag. 

Commodity Prices Slide on Oil 

Commodities slid in August, reflecting a 7.4% drop in oil prices. 

The GSCI index remains up 30.4% so far in 2021, driven by a 

jump in oil prices in the first half of the year.  

Performance of Major Market Indices through 08-31-2021 

Sources: MSCI, FTSE, Barclays, Citigroup, Bank of America Merrill 

Lynch, J.P. Morgan, S&P GSCI, HFR, Bloomberg.   
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1-Month QTD YTD 1-Year 3-Year 5-Year

S&P500 3.0% 5.5% 21.6% 31.2% 18.1% 18.0%

Russell 2000 2.2% -1.5% 15.8% 47.1% 10.7% 14.4%

MSCI World Ex-US (USD) 1.6% 2.3% 12.4% 26.6% 9.2% 9.8%

MSCI Emerging Mkts (USD) 2.6% -4.3% 2.8% 21.1% 9.9% 10.4%

Citigroup US Treasuries -0.1% 1.1% -1.4% -2.1% 4.9% 2.4%

Citigroup Credit -0.2% 1.1% 0.0% 2.8% 7.6% 4.7%

Merrill High Yield 0.5% 0.9% 4.6% 10.3% 6.8% 6.5%

JPM EMBI Global (USD) 0.9% 1.5% 0.4% 4.2% 7.0% 4.1%

Citigroup WGBI Ex-US (LC) -0.4% 1.1% -1.4% 0.4% 3.0% 1.3%

Citigroup Credit AAA/AA 10+ -0.3% 2.0% -1.9% 1.1% 10.9% 6.1%

Barclays US Aggregate -0.2% 0.9% -0.7% -0.1% 5.4% 3.1%

GSCI Total Return -2.3% -0.8% 30.4% 43.9% -2.1% 3.3%

HFRX Eq. Wtd. Strategies 0.4% -0.2% 3.2% 7.8% 3.1% 3.0%


