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Global Overview 
 

July was characterized by mixed performance across asset classes as market participants balanced mixed economic 
data against shifting expectations for monetary policy and concerns surrounding elevated AI valuations. U.S. equities 
were relatively flat, although value oriented sectors such as energy and financials outperformed as investors focused 
on the timing and magnitude of returns from AI spending. The Federal Reserve maintained its target rate range, while 
future expectations of tightening increased. Rising Treasury yields and wider credit spreads created a difficult market 
environment for fixed income. Internationally, improving European economic activity supported developed market 
equities, while emerging markets declined amid slowing growth in China and weaknesses across Taiwan and South 
Korea related to semiconductors. Currency markets also drew attention as U.S. and Japanese authorities intervened 
to support the yen following its decline to multi-decade lows. The action highlighted concerns that continued yen 
weakness could affect Treasury markets and broader global financial stability. 

 

U.S. Markets & Economy 
 

July’s performance continued to reflect a rotation from growth to value oriented sector leadership. The S&P 500 was 
relatively flat for the month, declining 0.1%, as strong returns from energy and financials were offset by weakness in 
information technology, industrials, and utilities. The primary catalyst for July’s returns was a continued shift in focus 
from AI demand toward AI monetization, as market participants increasingly questioned the timing, valuations, and 
magnitude of returns on AI investment. U.S. economic data was mixed in July, with continued resilience in the labor 
market and manufacturing sector contrasting with softer consumer sentiment. Labor market conditions improved as 
initial jobless claims declined to 199,000 from 215,000. Consumer confidence decreased to 90.8 in July from an 
upwardly revised 92.2 in June, as the Conference Board noted that consumers anticipated little improvement in 
business conditions over the next six months. Economic activity in the manufacturing sector expanded for the seventh 
consecutive month as the ISM Manufacturing PMI increased to 55.6 from 53.3 in June. The broader rotation in market 
leadership continued to favor value oriented equities, with the Russell 1000 Value gaining 3.8% compared to a 4.8% 
decline for the Russell 1000 Growth. Within small caps, the Russell 2000 Value was flat, while the Russell 2000 Growth 
declined 5.9%. Overall, the Russell 1000 declined 0.4%, while the Russell 2000 fell 3.0%. 
  
The Federal Reserve maintained its target rate range at 3.50% to 3.75% during its July meeting, although markets 
increasingly anticipate further tightening, with the CME FedWatch Tool indicating a 64.5% probability of a rate hike in 
September. Credit spreads widened during the month, with high yield spreads increasing from 275 to 285 basis points 
and investment grade corporate spreads rising from 76 to 79 basis points. Treasury yields rose across most of the 
curve during July, particularly at the intermediate and long end, creating a headwind for fixed income performance. 
Against this backdrop, the Bloomberg U.S. Aggregate and Bank of America U.S. High Yield indexes declined 1.3% and 
0.3%, respectively. 

 

International Markets & Economy 
 

The euro area economy maintained positive momentum despite continued geopolitical headwinds and elevated 
energy prices. The flash July Composite PMI rose to 52.0, its highest level in five months. Germany returned to growth 
for the first time in four months, while France recorded its strongest PMI reading since February. The BOJ maintained 
its policy rate at 1.0%, citing broadly stable economic conditions and easing effects from the Middle East conflict. Prime 
Minister Takaichi also presented a new economic and fiscal policy roadmap focused on fiscal sustainability and growth 
oriented investment in strategic sectors, including AI, semiconductors, and infrastructure. The MSCI EAFE Index gained 
2.0% in July, supported by improving European economic data and gains in Japanese equities, although yen weakness 
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and higher bond yields partially offset returns. China's Q2 GDP growth slowed to 4.3% from 5.0% in the prior quarter, 
its weakest pace in more than three years, as subdued household consumption contrasted with strong manufacturing 
and exports. The slowdown reinforced concerns surrounding the durability of China's economic recovery, as persistent 
weakness in domestic demand continued to weigh on the broader growth outlook. The MSCI Emerging Markets Index 
lost 3.1% in July, with Taiwan and South Korean securities experiencing increased volatility amid a global 
semiconductor selloff and concerns over slowing manufacturing demand. 
 

In the News 
 

After the yen weakened to nearly ¥164 per dollar on July 23, its lowest level since 1986, the U.S. Treasury joined 
Japanese authorities in purchasing yen on the final day of July, marking Washington's first intervention to strengthen 
the Japanese currency since the Asian Financial Crisis in 1998. The intervention helped the yen recover to around ¥157 
per dollar and followed the Bank of Japan's decision to hold its policy rate at 1%. The move reflected broader concerns 
that persistent yen weakness could spill over into global financial markets, particularly the U.S. Treasury market. Japan 
remains the largest foreign holder of U.S. Treasuries at 12.2%, and continued currency intervention could require 
Japanese authorities to liquidate Treasury holdings, potentially placing additional upward pressure on U.S. yields. 
Reports indicated that Japan also utilized the Federal Reserve's FIMA Repo Facility to access dollar liquidity without 
selling Treasury securities, highlighting efforts to preserve market stability. Overall, the coordinated intervention 
illustrates the growing interconnectedness of foreign exchange markets, sovereign bond markets, and global liquidity. 
While intervention may provide near term support for the yen and discourage speculative positioning, sustained 
appreciation will likely depend on narrowing the monetary policy gap between Japan and the United States. The wide 
interest rate differential continues to encourage carry trades, while elevated energy prices and persistent capital 
outflows have added further downward pressure on the yen. 
 

Chart of the Month  
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 Capital Markets Overview  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1-Mo 3-Mo YTD 1-Yr 3-Yr 5-Yr 10-Yr

MSCI World NR USD 0.51 4.33 10.26 20.41 18.14 11.19 12.73

Bloomberg US Agg Bond TR USD (1.30) (0.76) (0.69) 2.71 3.73 (0.40) 1.35

Russell 3000 TR USD (0.47) 4.26 10.35 19.60 18.76 11.82 14.56

DJ Industrial Average TR USD 0.38 6.13 10.17 20.91 15.94 10.57 13.40

NASDAQ Composite PR USD (3.20) 1.93 9.17 20.13 20.93 11.58 17.26

MSCI EAFE NR USD 1.96 5.15 11.59 24.33 15.96 9.31 9.33

FTSE Treasury Bill 3 Mon USD 0.32 0.95 2.20 4.00 4.81 3.75 2.44

Bloomberg Commodity TR USD 7.54 (5.14) 22.98 35.53 12.14 10.57 7.16

S&P 500 TR USD (0.06) 4.19 10.14 19.56 19.32 12.86 15.08

S&P MidCap 400 TR (2.38) 3.60 14.54 20.92 12.96 8.47 10.91

S&P SmallCap 600 TR USD (1.90) 6.35 21.55 33.64 13.26 7.48 10.75

Russell 1000 TR USD (0.35) 4.20 9.93 18.94 18.98 12.12 14.82

Russell 1000 Growth TR USD (4.76) (0.63) 0.32 8.03 19.28 11.88 17.46

Russell 1000 Value TR USD 3.82 9.28 20.67 31.19 17.89 11.83 11.62

Russell Mid Cap TR USD (0.62) 5.39 14.59 18.68 14.77 8.20 11.43

Russell Mid Cap Growth TR USD (6.46) 0.64 0.35 (2.66) 11.95 4.41 11.75

Russell Mid Cap Value TR USD 1.47 6.97 19.32 26.22 15.42 9.67 10.33

Russell 2000 TR USD (3.03) 4.99 18.85 34.18 15.09 7.11 10.64

Russell 2000 Growth TR USD (5.86) 3.18 15.02 28.42 14.32 5.07 10.59

Russell 2000 Value TR USD 0.01 6.87 23.00 40.53 15.89 9.03 10.31

MSCI ACWI Ex USA NR USD 0.34 4.77 14.08 28.46 17.39 9.22 9.43

MSCI EAFE NR USD 1.96 5.15 11.59 24.33 15.96 9.31 9.33

MSCI EAFE Growth NR USD (1.70) 3.25 7.28 15.18 10.11 4.17 7.91

MSCI EAFE Value NR USD 5.75 7.17 15.93 33.90 21.97 14.48 10.50

MSCI Japan NR USD 1.03 5.71 16.96 32.28 17.72 9.99 9.26

MSCI AC Asia Ex Japan NR USD (3.23) 6.27 22.12 37.54 20.57 8.31 9.98

MSCI Europe NR USD 1.61 5.25 9.54 22.73 15.63 9.45 9.64

MSCI United Kingdom NR USD 5.31 4.21 11.85 25.64 18.24 12.99 9.08

MSCI EAFE Small Cap NR USD 1.95 2.03 9.75 19.78 14.79 5.40 8.20

MSCI EM NR USD (3.07) 4.82 20.04 36.44 19.33 8.03 9.19

Bloomberg US Govt/Credit TR USD (1.29) (0.73) (0.80) 2.22 3.55 (0.62) 1.38

Bloomberg US Govt/Credit Interm TR USD (0.43) (0.21) (0.02) 2.84 4.44 0.98 1.85

Bloomberg US Govt/Credit Long TR USD (3.95) (2.33) (3.21) 0.31 0.86 (5.13) 0.04

ICE BofA US High Yield TR USD (0.29) 0.45 1.59 5.02 8.17 3.99 5.41

JPM EMBI Global Diversified TR USD (1.42) 0.28 1.85 8.82 9.10 2.20 3.38

Morningstar LSTA US LL TR USD 0.79 1.38 2.12 4.28 7.38 6.18 5.43

FTSE WGBI NonUSD USD (0.07) (1.10) (0.89) 0.63 1.71 (4.55) (1.56)

Bloomberg Gbl Agg Ex USD TR USD 0.08 (1.05) (0.81) 0.67 2.29 (3.16) (0.73)

FTSE Nareit All REITs TR 2.07 3.83 16.86 17.96 9.48 2.81 5.41

Wilshire US REIT TR USD 2.16 5.23 20.21 24.79 12.48 5.35 5.93

TRAILING ANNUALIZED

USD - US dollar priced index  TR - Total Return  PR - Price Return  LCL - Local Currency Priced Index  NR - Return includes 
reinvested net dividends
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Source: Morningstar; Data as of 07/31/2026 

 
Economic Indicators 
  

 

Current Trailing P/E vs. Trailing 5-Year High, Low Average
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S&P 500 Russell 2000 Russell 1000 MSCI AC World MSCI EAFE MSCI EM MSCI Europe MSCI AC Asia Pac
High Month Sep-25 May-26 Sep-25 Jan-26 Feb-26 Jun-26 Feb-26 Jan-00
Low Month Sep-22 Sep-22 Sep-22 Sep-22 Sep-22 Oct-22 Sep-22 Sep-22

Unemployment 
Rate

Interest 
Rates

Inflation²

Latest¹ 2026¹ 2027¹
(Most recently 

available)
Sovereign 

Bonds, 10 Year Current 1 Year Ago
(Most recently 

available)

United States 1.50 1.95 1.80 4.20 4.69 - - 2.60
China 0.90 4.54 4.25 5.00 1.71 6.75 7.20 1.00
Japan 0.50 0.61 0.75 2.50 2.83 159.16 150.60 1.60
United Kingdom 0.60 0.86 1.06 4.90 4.95 1.35 1.32 2.60
Euro Area 0.40 0.83 1.19 6.30 3.58 1.15 1.14 2.50
Germany 0.20 0.66 1.12 6.40 3.15 1.15 1.14 2.40
France 0.20 0.65 0.82 8.10 3.94 1.15 1.14 1.00
Italy 0.20 0.53 0.57 5.70 3.94 1.15 1.14 1.60
Canada 0.00 1.16 1.69 6.50 3.67 1.40 1.38 2.10
India 1.90 6.27 6.40 5.50 6.84 95.86 86.17 2.40
Mexico 1.50 0.81 1.79 2.90 9.20 17.29 18.80 4.03
Brazil 1.10 1.55 2.06 5.40 14.65 5.01 5.58 4.52

1. Latest GDP is seasonally adjusted annualized rate. 2026 & 2027 is forecasted data from OECD
2. In terms of Core CPI

3. Euro Area and U.K. exchange rates quoted in market standard format (USD/Non-USD currency)

4. Germany, France, and Italy currency exchange rates are taken at the Euro Area exchange rates

Exchange Rates3

 per US $
GDP

Sources: (Most recently available data) St. Louis Federal Reserve, The Wall Street Journal, OECD, Trading Economics
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Source: Federal Reserve Bank; Data as of 07/31/2026 
 

 
 
Source: Trading Economics; Data as of 07/31/2026 
 
 

U.S. Treasury Yield Curves
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Source: Federal Reserve Bank, Bank of England, European Central Bank, Trading Economics; Data as of 07/01/2026 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Federal Reserve Bank, Bank of America; Data as of 07/31/2026 

Central Bank Policy Rates
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U.S. Federal Reserve BoE BoJ ECB

6/10/2014 3.46
6/11/2014 3.46
6/12/2014 3.5
6/13/2014 3.47
6/16/2014 3.43
6/17/2014 3.39
6/18/2014 3.41
6/19/2014 3.39
6/20/2014 3.36
6/23/2014 3.35
6/24/2014 3.37
6/25/2014 3.43
6/26/2014 3.47
6/27/2014 3.48
6/30/2014 3.53

7/1/2014 3.5
7/2/2014 3.46
7/3/2014 3.44
7/4/2014 3.44
7/7/2014 3.44
7/8/2014 3.48

Corporate Bond Average Spread (basis points)
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Current 1-Mo. Ago 12-Mo. Ago
High Yield Corporate 285 275 286
Investment Grade Corporate 79 76 79

Current 1-Mo. Ago 12-Mo. Ago
U.S. Federal Reserve 3.75% 3.75% 4.50%
BoE 3.75% 3.75% 4.25%

BoJ 1.00% 1.00% 0.50%

ECB 2.25% 2.25% 2.00%


