
 

Economic and market commentary – August 2021 

Defensive Assets (% return) 1mth 3mth 6mth 1yr 3yr pa 5yr pa 10yr pa 

Bloomberg AusBond Bank Bill 0.00 0.01 0.02 0.04 0.84 1.22 2.11 

Bloomberg AusBond Composite 0+ Years 0.09 2.55 4.23 1.05 4.52 3.33 4.76 

Bloomberg AusBond Credit 0+ Years 0.06 1.40 2.37 2.56 4.78 4.12 5.30 

Bloomberg Barclays Global Agg. Credit Hedge -0.02 2.23 2.32 2.33 5.71 4.01 5.98 

Bloomberg Barclays Global Aggregate Hedge -0.08 1.67 1.70 0.69 4.33 2.96 5.07 

Growth Assets (% return) 1mth 3mth 6mth 1yr 3yr pa 5yr pa 10yr pa 

FTSE Developed Core Infrastr. 50/50 Hedge 2.09 4.12 15.54 18.64 8.15 8.61 12.49 

FTSE EPRA Nareit Global 2.25 10.98 22.53 32.07 7.19 6.94 12.13 

HFRI Fund Weighted Composite n/a 4.91 9.55 20.62 7.53 7.74 9.39 

MSCI AC World ex Australia 3.21 11.05 21.05 30.85 14.63 15.63 16.38 

MSCI Emerging Markets 1.53 -0.01 3.35 20.91 9.25 11.04 9.14 

S&P ASX 200 2.50 5.97 14.96 28.15 9.87 10.94 10.31 

S&P ASX 200 A-REIT (Sector) 6.26 12.47 25.43 30.75 8.72 6.62 12.90 

S&P ASX Small Ordinaries 4.98 8.95 15.58 29.51 10.09 10.99 6.72 

Currency & Commodity moves (% change) 1mth 3mth 6mth 1yr 3yr %Δ 5yr %Δ 10yr %Δ 

AUD vs USD -0.40 -5.41 -5.06 -0.83 1.72 1.15 -31.45 

SPOT GOLD (USD) 0.01 -4.83 4.60 -7.76 51.08 49.33 18.16 

Iron Ore (USD/MT) -18.06 -22.33 -10.06 25.20 133.58 206.86 -7.83 

NYMEX Light Crude Oil (USD) -7.37 6.17 19.76 58.53 -1.86 39.51 -33.30 

Bitcoin Futures (USD) 18.61 27.39 0.83 300.42 572.68 n/a n/a 

Source: Evergreen Consultants, Financial Express, AUD total returns as at 31 August 2021, unless expressed otherwise. 

The Australian sharemarket capped off its 11th consecutive monthly gain in August as company earnings 

and dividend announcements exceeded expectations. This has been the best consecutive monthly run 

since 1943 and the only previous time a streak of this length has happened.  

Meanwhile, US equities delivered their seventh straight monthly advance (the longest winning streak 

since January 2018), driven by strong corporate profits and a surge in buybacks. Overall, growth stocks 

have benefited from low bond yields. Emerging Market equities struggled under the combination of a 

tougher stance from Chinese regulators and increased virus concerns but staged a modest rebound 

towards the end of the month.  

Global bonds fell slightly in Australian dollar terms, with Investment Grade credit spreads widening and 

sovereign yields rising moderately. Meanwhile, Emerging Market debt and High Yield credit both 

delivered positive returns in local currency terms. Domestic hybrids posted another positive month. 

More broadly, the global reopening continued as a number of developed markets further lifted restrictions 

– while quite the opposite took place in Australia. Global economic data was strong and growth in much 

of the developed world now appears to have peaked, with inflation and purchasing managers’ indices 

(PMIs) moderating. The Delta variant continues to pose a risk to the outlook, mainly in the form of supply 

constraints and further lockdowns. Shipping and logistics-related costs remain elevated and will prevent 

inflation returning to pre-Covid levels. 



 

Market commentary 

It has been an extraordinary period for the Australian sharemarket, which for only the second time has 

produced eleven consecutive monthly gains. Indeed, sixteen of the last seventeen months (i.e., post the 

Covid meltdown) have delivered positive total returns to Australian investors in ASX200 shares. August 

saw especially strong performance by small caps and listed property, with both sectors easily 

outperforming the broader market. 

Despite announcing some of the biggest dividends on record, the miners came under pressure on lower 

commodity prices and the broader materials sector was the worst performer for the month. On the flip 

side, the information technology sector was by far the best performer despite many earnings results 

missing expectations. An acquisition proposal from Square for market darling Afterpay at the start of the 

month buoyed sector sentiment. 

In offshore markets, the US S&P500 Index delivered its seventh straight monthly advance. Stronger-than-

expected second quarter earnings and a surge in share buybacks (well above even pre-Covid levels) added 

to growing corporate activity. According to PitchBook, global investment companies have US$1.3 trillion 

in capital available for deployment, and all regions have seen a surge in activity. In the UK, where 

company valuations have been depressed by years of Brexit uncertainty and then disrupted by the 

pandemic, Dealogic reported a surge in bids to take British companies private, often by private equity 

firms. 

 

Economic commentary 

On the economic front, the domestic headline unemployment rate surprised investors by declining to 

4.6% as increased restrictions resulted in a number of workers leaving the jobs market. Behind the 

numbers, the fall in the unemployment rate was more than matched by the increase in the 'hidden 

unemployed'. Elsewhere, the Reserve Bank's August minutes noted that the Board is “...prepared to act 

in response to further bad news on the health front should that lead to a more significant setback for the 

recovery.” Very weak quarterly wages growth was also reported during the month, providing further 

confirmation that improvements in labour productivity are not being enjoyed by employees. 

In the US, we saw more evidence that inflation has peaked with the July CPI data, even as energy prices 

rose. Supply constraints and rising demand has kept inflation elevated, but it looks like it will begin to 

subside as used car prices fall as more new cars enter the market. Elsewhere, US consumer confidence 

fell to a six-month low as worries about soaring Covid-19 infections dimmed the economic outlook. The 

Conference Board survey showed consumers are less inclined to buy a home and big-ticket items over 

the next six months. 

On the Continent, annual consumer prices rose by the most in ten years on re-opening demand, led by 

France and Germany. Meanwhile, China’s services sector contracted for the first time since the start of 

the pandemic. Tight restrictions to stamp out an outbreak of the Delta variant shut down domestic travel, 

closed some ports and airports and sapped consumer confidence. The country’s manufacturing activity 

also expanded at a slower pace for the fifth consecutive month. 
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