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Performance review* 
The second quarter of 2021 saw the MSCI AC World 
Equity Index (GBP) increase by 7.4%, adding to the 3.7% 
that had already been posted in the first quarter. A heady 
combination of US economic recovery amid significant 
ongoing monetary and fiscal policy support saw investors 
happily support equity markets. However, debate heated up 
about inflationary pressures in the global economy generally, 
and the US economy in particular. The latter posted a 
Consumer Price Index print of 5% on the previous year for 
May, well in excess of the Federal Reserve’s (Fed’s) 2% 
target, albeit using a slightly different measure. In meetings 
and interviews, Fed Chair Jerome Powell stuck to the line 
that near-term inflation was ‘transitory’, implying that near-
term interest rates would not have to be raised. The market’s 
indecision about whether to buy into this or not played out in 
style leadership: cyclical and value stocks fared well in April 
and May but by June the baton had returned to the growth 
style, including large-cap technology stocks. Either way, the 
strong relative performance of the US economy lent support 
to a strengthening US dollar in June, hampering progress 
in emerging market (EM) equities whose trade receipts and 
external debt are often denominated in US dollars.

In fixed income, long-dated government bond yields in the 
form of the 10-year US Treasury fell to around 1.5% as global 
bond investors both sought yield and downplayed long-
term inflation expectations. Corporate bonds also remained 
expensive, with high yield ‘junk’ offering barely 2.8% more 
yield than the US Treasury note. This raised the issue of 
investor exuberance amid the wall of central bank supplied 
liquidity. 

Within equities, exposure to the listed European property 
sector was the standout performer as vaccination rates in 
the region picked up pace, and lockdowns gradually lifted 
allowing a return to recreational activities such as shopping. 
Elsewhere, performance was mixed but mostly positive, with 
the exception of Japan. A breakout of Covid-19 cases led 
to regional lockdowns and dented confidence in Japanese 
equities. Japan has very low vaccination rates compared 
to other developed markets, and uncertainty loomed on 
whether or not spectators would be allowed at the upcoming 
Tokyo Olympics.

Away from equities, our capital preservation exposure 
remained dominated by fixed income and credit, aiming 
for consistency and reliability over time. These included 
mortgage-backed, subordinated, and EM debt securities. 
After a challenging first quarter, it was pleasing to see all of 
the underlying fixed income funds generate positive returns 
from March to June. 
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Past performance is not an indicator of future performance and current or future trends. 
Performance is provided net of underlying manager fess and gross of portfolio management fees.
The mentioned financial instruments are provided for illustrative purposes only and shall not be 
considered as a direct offering, investment recommendation or investment advice. Allocations and 
holdings are subject to change. The views are those of the manager and are subject to change.

* Where relevant, since not all our clients have invested in the same strategies. Nonetheless, common themes run across our 
allocations, so we trust that an overall flavour of our positioning will be informative.
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Important legal information

Source: GAM unless otherwise stated. 

This material is confidential and is intended solely for the use of the person or persons to whom it is given or sent and may 
not be reproduced, copied or given, in whole or in part, to any other person. It is aimed at sophisticated, professional, eligible, 
institutional and/or qualified investors who have the knowledge and financial sophistication to understand and bear the risks 
associated with the investments described. Nothing contained herein constitutes investment, legal, tax or other advice nor is it 
to be solely relied on in making an investment or other decision. It is not an invitation to subscribe and is by way of information 
only.

The views expressed herein are those of the manager at the time and are subject to change. Past performance is not indicative 
of future performance.

Historic data may be subject to restatement from time to time. Opinions, estimates and other information in this document 
may be changed or withdrawn without notice. GAM is not under any obligation to update or keep current this information. To 
the maximum extent permitted by law, GAM makes no representation whatsoever as to the truth, accuracy, completeness, 
adequacy or reasonableness of any of this information, nor do any of them accept any liability whatsoever for any loss or 
damage of any kind arising out of the use of all or part of the information. Certain laws and regulations impose liabilities which 
cannot be disclaimed. This disclaimer shall in no way constitute a waiver or limitation of any rights a person may have under 
such laws and/or regulations.

In the United Kingdom, this material has been issued and approved by GAM London Ltd, 8 Finsbury Circus, London EC2M 7GB, 
authorised and regulated by the Financial Conduct Authority.

HONG KONG: In Hong Kong, this material is restricted to professional investors (as defined in the Securities and Futures 
Ordinance (Cap 571)) only.

SINGAPORE: In Singapore, this material is limited to institutional investors (as defined in the Securities and Futures Act 
(Cap.289)) (‘SFA’) only and does not constitute to an offer to subscribe for shares in any of the funds mentioned herein.

JAPAN: In Japan, this material is restricted to professional, institutional and/or qualified investors only.
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