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Uneven Economies, Uneven Markets
Market update, August 2021

Investor perception of market risk is likely to rise.  This will 
be predominately driven by headline risk concerns emanating 
from the Federal Reserve Bank of Kansas City’s annual 
Economic Policy Symposium at Jackson Hole, Wyoming, 
August 26-28.  This year’s event is likely to reveal concern in 
policy making circles about, (1) Global economic reality of 
uneven growth, and (2) thus policy responses which will be 
uneven, different and at different speeds.  In such an 
environment markets will likely experience a greater degree 
of performance dispersion. Correlations we have seen over 
the past several years may begin to breakdown.
With regards to the Annual Economic Policy Symposium, 
unlike last year when the US Fed introduced Average Inflation
Targeting (AIT), this year, to a very large extent, we expect the 
dozens of speakers and papers to reiterate the same message 
central bankers have been communicating over the past two 
quarters that policy support is still required as economies still 
trying to shake of the shackles of the pandemic. The main 
focus is however likely to fall on inflation and inflation 
expectations. Central bankers are likely to communicate that 
not only are higher inflation levels desirable but that higher 
inflation levels will be tolerated and for an undefined period of 
time, before policy begins to respond. We will be closely 
monitoring any change in the language and communication on 
risks to the inflation outlook. We expect more officials and 
economists will begin to express inflation risk concerns, and 
this may lead to some turbulence in markets and more 
concerns about stagflation.
We would view market turbulence surfacing as an opportunity 
given there is still strong positive growth, policy, whether 
monetary or fiscal remain very supportive in most major 
economies.  In addition to all of these supportive factors, real 
rates are still comfortably in negative territory, thus indeed, 
risk-on assets will remain in strong demand, we believe. While 
we would view any market turbulence as an opportunity to 
add risk, a greater degree of diligence is required. Economies 
are moving at different speeds, and we expect more policy 
makers to begin shifting their inflation views and expectations. 
Our view has been that much of the inflation pick-up is not 
transitory, therefore portfolios need to be finely tuned to not 
only withstand headwinds from higher and sticky inflation 
expectations, but also to benefit from such an inflation 
outlook. 
Asset allocation: our balanced portfolio remains risk-on with 
an underweight in sovereign bonds, overweight in high yield. 
We look to build an overweight in TIPs. In Equities we remain 
overweight with a preference for US, EU and Swiss small cap.  
Our China allocation remains at an underweight.  We hold a 
small overweight in gold as we expect growing concern about 
inflation and inflation expectations. 

0,75

1,25

1,75

2,25

2,75

3,25

Jun
20

Jul 20 Aug
20

Sep
20

Oct
20

Nov
20

Dec
20

Jan
21

Feb
21

Mar
21

Apr
21

May
21

Jun
21

US 2-year Breakeven US 5-year Breakeven



Disclaimer to Market Update

What is the Market Update?
The Market Update is a document prepared and published by GMG Investment Solutions (Switzerland) SA (“GMG”), a Swiss 
financial intermediary member of Swiss Association of Asset Managers (SAAM), a Self-Regulatory Organisation (“SRO”) authorized 
by FINMA, or its affiliates (the “Document”). 
The Document is for information purposes only and is intended to provide general comments and notes on select aspects of the 
preceding month’s or stated period’s economic environment, challenges and events. Nothing contained in the Document 
constitutes a solicitation, offer, recommendation, or investment advice to inter alia buy or sell any investment instrument, give 
effect to any transaction, or to conclude any legal act of any kind whatsoever. This Document alone is not intended to form the 
basis for an investment decision, or to replace any due diligence or analytical work required by you in making an investment 
decision. For further important information about this document, please refer to point 4.
Restrictions to access
The Document is for distribution only under such circumstances as may be permitted by applicable law. In particular, this 
Document is not intended and shall not be distributed to:
- US persons and must not be distributed in the USA, or
- In any jurisdiction where its distribution may be restricted by laws applicable to this or similar types of 
documents.
Persons who receive this Document should make themselves aware of and adhere to any such restrictions.
Figures and data
This Document contains figures and data obtained from sources which we believe to be reliable but are not guaranteed by us and 
may be incomplete and may be subject to change without notice. GMG cannot assume responsibility for the quality, correctness,
timeliness or completeness of the information contained in this document.
Important information
No independent financial analysis: This Document is not considered as an independent financial research product under Swiss 
laws and regulations, in particular the directives on the Independence of Financial Research issued by the Swiss Bankers 
Association (SBA) (the “Directives”) and consequently this Document is not governed by the Directives to the publication and 
distribution of independent financial research reports, including relevant restrictions or required disclosures.
No investment recommendation: This Document does not constitute and does not contain information recommending or 
suggesting an investment strategy, explicitly or implicitly, concerning one or several financial instruments or the issuers, including 
any opinion as to the present or future value or price of such instruments. This Document does not contain recommendations to
the general public about financial instruments nor should it be considered as a preparatory act to the provision of an investment 
service or carrying out of an investment activity
No investment advice and no personal recommendation: This document is not and does not contain investment advice and/or 
personal recommendations. In particular, nothing contained in this Document may be considered as a recommendation that is 
made to a person in his capacity as an investor or potential investor, or in his capacity as an agent for an investor or potential 
investor, that is suitable or appropriate to a recipient’s individual circumstances. Nothing contained in this document may be 
considered as an invitation, or suggestion, or recommendation or equivalent to:
- Buy, sell, subscribe for, exchange, redeem, hold or underwrite a particular financial instrument; or
- Exercise or not to exercise any right conferred by a particular financial instrument to buy, sell, subscribe for, 
exchange, or redeem a financial instrument. 
No offer and/or placement of financial instruments: The opinions expressed in this document are based upon the author(s) 
analysis and interpretation of these particulars and are not to be construed as an invitation, solicitation or offer to buy, sell or 
place financial instruments.
Copyright
This document may not be reproduced in whole or in part, or further distributed or published or referred to in any manner 
whatsoever, nor may the information, opinions or conclusions contained in it be referred to without in each case the prior express 
written consent of GMG.


