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Note: 1Europe excluding UK; 2Bloomberg Commodity Index; 3US Treasury 10 Year Yield shows absolute, not percentage, change in yield; Source: Bloomberg 
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TACTICAL POSITIONING 
 
We wrote at the end of July that that the prospect of imminent interest rate cuts would lend support to equity and bond markets, 
despite short term gyrations. As a consequence, for clients with relatively high levels of cash, we used recent weakness as a n 
opportunity to top-up equity exposure. Despite geo-political worries, tantrums about recession and higher near-term market volatility 
the appetite for equities remains relatively strong and is now being driven forward by a robust wave of Mergers and Acquisitions and 
stock market IPOs (Initial Public Offerings) activity. US corporate earnings should show double-digit growth this year and the outlook 
for 2025 is also positive as the cheaper cost of borrowing drops to the bottom line. 
 

 

 Equities (incl. Dividends) 

15-Aug-24 World ($) US ($) Europe1 (€)  UK (£) Japan (¥) EM ($)      Asia ($) 

Month to Date -1.3% -1.2% -2.2%  -0.3% -6.2% -1.4%  -1.7% 

Year to Date 11.6% 15.2% 8.0%   9.9% 10.8% 6.2%   7.5% 

              

 Commodities   Currencies (vs. USD)  Gov't 

 COM2 ($) Gold ($) WTI Oil ($)  EUR GBP JPY  UST 10Y3 

Month to Date -1.4% 1.3% -1.2%  1.7% -0.1% 1.8%  -19bps 

Year to Date 0.8% 18.8% 7.4%   -0.2% 0.9% -4.3%   -4bps 
 

 

 

Japan: The comeback kid 

Following the Bank of Japan’s (BoJ’s) sudden rate hike in July coupled with plans to taper its bond purchases as well as their 
sudden willingness to incorporate the yen as a factor in setting policy, investors were quick to unwind their carry trades that were 
effectively borrowing in low-interest rate yen to buy other assets. The scramble to close these positions led to one of the largest 
unwinds in yen futures. The exact volume is difficult to quantify however, the chart below highlights the closing of the gap 
between Japanese yen and US dollar yields (yellow line) and the sharp rise in the value of the yen (the red line falling).  
 

US dollar/yen exchange rate & US – Japan real yield spread 
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MARKET MOVES  
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This led to Japan’s stock market experiencing the most severe one-day sell-off since 1987 (of 12%), as well as its worst three-day 
stretch ever. The market volatility was somewhat placated by comments from BoJ Deputy governor Shinichi Uchida who said 
interest rates would not be raised whilst markets are unstable. By the end of the week, markets had regained most of the lost 
ground with Japan’s broader index down only 2.1%. Given these dramatic price swings, it is likely that the BoJ will proceed 
cautiously to avoid another sharp spike in the yen and the chances of a rate hike in October has fallen further given the 
announcement of Prime Miniter Kishida’s decision to resign.  
 

The stock market’s rollercoaster ride  
The volatility in Japan reverberated across global markets and as the US unemployment rate ticked up to 4.3% it was spurred on 
by fears that the US Federal Reserve (the Fed) has fallen behind the curve on rate cuts and will not be able to execute a “soft 
landing”. The major global equity indices plummeted and US equities neared correction territory when the main index fell 9.7% 
from its mid-July high while the US technology index was also down 15.8% from its peak.   
 
Despite this, fears of an economic crisis appeared overstated as markets recovered from the sell-off and generally ended the two-
week period only modestly lower. While data remains mixed, a strong Institute of Supply Management reading showed the 
services sector rebounding from contraction to expansion territory, and investors still expect US corporate earnings to deliver 
double digit growth. This suggests that consumer and corporate spending is moderating but looks durable.  
 

Is inflation no longer the biggest concern? 
The US CPI data release on Wednesday saw inflation fall, for a fourth straight month, to below 3% for the first time since 2021. 
This highlights that inflation is trending slowly in the right direction, which is good given that it seems consistent with a soft-
landing and supports the case for the interest rate cuts that have already been priced in by markets. However, The Fed Bank of 
Chicago President, Austan Goolsbee, has stated he is growing more concerned about the labour-market than inflation given the 
backdrop of the poor jobs data and price pressures.  Additionally, he stated that current interest rates are “very restrictive”, saying 
they would only be appropriate if the economy were overheating. The balance between inflation and labour-market risks poses 
an interesting backdrop to the Fed’s September meeting with Fed Chair Jerome Powell also highlighting their focus on preventing 
a downturn in the jobs market.  
 

ECONOMIC UPDATES 
As stated, the weaker-than-expected unemployment rate for July led investors to believe that the Fed was falling behind in its 
response to weakening economic conditions. However, the weekly jobless claims data eased concerns as it fell over the fortnight, 
first by 17,000 to 230,00 and again in the following week  to 227,000. Adding to the resilience of the US market was a strong retail 
sales data release that came in well above the expected 0.4% at 1.0% for the month. 
 
The monthly Consumer Price Index (“CPI”) reading came in as expected at 0.2% taking the year-on-year CPI to 2.9%. This supports 
the notion that inflation is still broadly on a downward trend and the Fed is likely to lower interest rates.  
 
In the UK, year-on-year CPI increased 2.2% in July versus the expected 2.3% moving back above the Bank of England’s (BoE) 2.0% 
target. The Office for National Statistics has attributed the increase to housing and household services. Preliminary GDP releases 
have come in as expected with growth over the quarter at 0.6% indicating the UK economy continues its recovery from recession.  
 
In China, inflation rose faster than expected in July, with CPI reaching a five-month high of 0.5% year-on-year, compared with 
0.2% in June and surpassing markets forecasts of 0.3%. Extreme weather causing disruptions to supplies partly drove this increase. 
However, these supply side factors are unlikely to remain. 
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IMPORTANT INFORMATION 
 

The information contained herein (the “Information”) has been prepared 
by the Stanhope Group. The Stanhope Group comprises Stanhope 
Capital (Switzerland) SA and its subsidiaries, including Stanhope Capital 
LLP and Stanhope Capital SAS. Stanhope Capital (Suisse) SA is 
incorporated in Switzerland and is affiliated with SO-FIT, the Supervisory 
Body for Financial Intermediaries & Trustees combating money 
laundering and terrorist financing duly authorised by the Swiss Financial 
Market Supervisory Authority (FINMA). Stanhope Capital LLP is a limited 
liability partnership incorporated in England and Wales authorised and 
regulated by the Financial Conduct Authority (FCA). Stanhope Capital 
LLP is regulated by the US SEC under firm number 162512. Stanhope 
Capital SAS is a “Société par Actions Simplifiée” incorporated in France 
and regulated by the Autorité de Marchés Financiers (AMF).  
Acceptance of delivery of any part of this Information constitutes 
acceptance to the conditions of this legal disclaimer. 
 
The Information attached is being disclosed by the member of the 
Stanhope Group indicated in the Information and exclusively to the 
intended recipient (the “Recipient”). 
 
The Information does not constitute an offer to sell or a solicitation of an 
offer to buy any investment fund or other financial products. The 
Information does not constitute investment advice or advice with 
respect to the suitability of any investment. 
 
Restrictions 
 
The Information is private and confidential and provided for information 
purposes only. No part of the Information is to be distributed, copied or 
disseminated directly or indirectly to anyone other than the Recipient 
and its professional advisers (for the sole purposes of obtaining advice). 
The Information should not be relied upon for tax, auditing or other 
purposes. The Information is not intended for any person in any 
jurisdiction (by way of nationality, residence, domicile or otherwise) 
where the publication or availability of it would be in contravention of 
any applicable law or regulation. 
 
Opinions, estimates and statements contained in the Information 
constitute judgments of the Stanhope Group at the time of their 
preparation and are subject to change without notice. 
 
The value of investments can fall as well as rise; potential income or 
profits are accompanied by the possibility of loss. The Recipient may not 
receive back the original amount invested. Past performance is not a 
reliable indication of future results. Performance figures included in the 
Information are unaudited except where indicated. Please refer to the 
risk warning notes provided next to any performance figures included 
in the Information. In certain circumstances prices stated may be 
historic because of the delay in obtaining prices and/or valuations from 
third parties. Valuations are based on either market prices available at 
the time of the preparation of the Information or on the Stanhope 
Group’s reasonable estimates thereof at the time made. Valuations 
based upon other models or assumptions or calculated as of another 
date or time may result in different values. The valuation or returns on 
investments in currencies other than the base currency of a client’s 
account may increase or decrease as a result of currency fluctuations. 
 
The Stanhope Group may recommend or make investments for its 
clients in illiquid or volatile instruments or funds which may carry a high 
degree of default risk or in funds which utilise leverage/gearing which 
can exaggerate performance and may lead to large falls in value. 
 
Any description of any investment process or investment management 
process described in the Information may change from time to time at 
the discretion of the Stanhope Group or otherwise. 
 
While reasonable skill, care and diligence have been taken to ensure 
that the Information was accurate as at the date of writing, the 
Stanhope Group has not verified and accepts no legal responsibility for 
any third-party Information.  
 
In addition, the Stanhope Group makes no representation, warranty, 
undertaking or guarantee, express or implied, as to the accuracy or 
completeness of the Information and opinions therein. No members of 
the Stanhope Group shall be responsible for or have any liability to any 
Recipient or third party for losses or damages (whether consequential, 
incidental or otherwise) arising (i) out of errors, omissions or changes in 

market factors, conditions or circumstances or (ii) from making any use of 
the Information. 
 
The Information does not replace, supplement or amend the contractual 
documentation entered between the relevant member of  
the Stanhope Group and the Recipient, including but not limited to (i) the 
required qualifications of the Recipient in order for such Recipient to 
receive the Information and (ii) the disclaimers and limitation of liability 
contained in such contractual documentation. Further, the Information 
does not replace, supplement or amend the documentation applicable 
to any investment fund or other financial products referred to in the 
Information. 
 
United Kingdom  
To the extent that the Information is aimed at residents of the United 
Kingdom, the Information has been approved for issue in the United 
Kingdom by Stanhope Capital LLP. Stanhope Capital LLP’s advice is 
categorised by the Financial Conduct Authority as “restricted” because it 
advises on investment funds, which are only one type of “retail investment 
product”. Stanhope Capital LLP does not provide investment advice on 
other retail investment products, such as life insurance, stakeholder 
pensions or personal pension schemes. 
 
United States 
The Information is not intended for residents of the United States or for 
any U.S. Person. The Information is not an offer to sell any securities to or 
for the benefit of United States persons or the solicitation of any offer to 
buy securities on the part of or for the benefit of any such United States 
persons. For the avoidance of doubt a U.S. Person does not include a U.S. 
Citizen resident outside the U.S. 
 
France 
The amount that is reasonable to invest depends on the personal 
circumstances of the Investor. To determine this, the Investor must 
consider his personal and family situation, his personal assets, his current 
and future needs, but also his aversion to risk. It is also strongly 
recommended to sufficiently diversify your investments in order to 
reduce the risks. Investors should inquire about this with their usual 
advisers (legal, tax or accounting) before any investment.  
The different risk profiles can be adapted according to the allocation 
ranges by asset class agreed in the investment objectives defined with the 
client. 
The reports provided by Stanhope Capital regarding the management of 
life insurance contracts are for information purpose only, this does not 
replace the statement from the insurance company which remains the 
only formal statement to be considered for audit, tax or other purposes. 
 


