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The first month of the third quarter presented global asset allocators with several important thematic 
market shifts, including a pullback across the “Magnificent 7” (Mag 7) stocks, a rotation into the more 
economically sensitive corners of the equity market—notably value and small cap—and the sharpest monthly 
decline in interest rates since December 2023. An emerging theme of U.S. labor market weakness also garnered 
attention during the month as the headline unemployment rate increased to 4.3%, a level 90 bps above its 
cyclical low in early 2023 and 50 bps above the three-year moving average. Performance across real assets 
continued to be mixed with the interest rate-sensitive real estate investment trust (REIT) and global listed 
infrastructure sectors generating significantly positive total returns while commodity futures posted a monthly 
loss due to declines across energy prices—a key headwind to the sector during the month.
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Data source: Bloomberg, L.P.;  Data as of 8/6/2024

Mag 7 Has Significantly Underperformed Rest-of-the-Market Since July 10th Peak

Mag 7 Large Cap Excluding Mag 7 Russell 2000

M A G  7 H A S  S I G N I F I C A N T LY  U N D E R P E R F O R M E D  R E S T- O F -T H E - M A R K E T 
S I N C E  J U LY  10 T H  P E A K

Data source: Bloomberg, L.P.; Data as of August 6, 2024

Economic Update
Magnificent 7 Pullback Approaches Bear Market Threshold      

"There was little to complain about when reviewing the performance posted by the major asset classes in July 
while, under the surface, notable thematic changes began to emerge." – Mike O'Conner, CFA

There was little to complain about when reviewing the performance posted by the major asset classes and sub-
asset class categories in July, although some subtle thematic changes have begun to emerge under the surface. 
First and foremost was the significant pullback across the Mag 7 which, as of August 6, has suffered a nearly 17% 
drawdown from its July 10 peak, placing the Bloomberg Magnificent 7 Index within three percentage points of a 
bear market decline. 

Dragging the Mag 7 down over the month includes approximately 20% price declines from Nvidia, Tesla, Google, 
and Amazon, in addition to less dramatic losses from Apple, Microsoft, and Meta. Importantly, the price action 
since July 10 across the broader market has favored—at least on a relative basis—the rest of the large cap market, 
which has experienced only a modest decline, as well as smaller cap stocks, which have eked out a slightly 
positive return during this period.
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In addition to the thematic shift from both a capitalization and style perspective across the equity market since 
July 10, the bond market has displayed its own signs of change. In July, the yield on the benchmark 10-year 
Treasury note fell 37 bps to 4.03%, the largest monthly decline of 2024 thus far, and the downward pressure of 
the move spilled over into August. Furthermore, the slope of the Treasury yield curve, as proxied by the spread 
between 2- and 10-year Treasury notes, briefly peaked into positive territory on Monday August 5 after 
maintaining an inverted posture since March 2022.
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Fundamentally, a key driver behind the recent thematic changes across the equity and fixed income market 
has included growing speculation the U.S. economy may be cooling and on the verge of a potential cyclical 
inflection, with labor market weakness coming into focus in recent months. Through July, the headline 
unemployment rate stood at 4.3%, a level 90 bps above the cyclical low from March 2023 and 30 bps 
above the Federal Reserve’s (Fed) year-end 2024 median projection as suggested in the June Summary of 
Economic Projections (SEP).

Relatedly, the possibility that the Fed may have once again found itself behind the curve has entered the 
equation. Much like how the Fed was somewhat slow in tightening policy once inflation pushed above their 2% 
target following the global pandemic, concerns the Fed will be too slow to ease policy have grown. The Fed’s 
June SEP “dot plot” pointed to the expectation of just one 25 basis point rate cut by the end of 2024; however, 
Fed funds futures currently imply four 25 basis point cuts by the end of the year, once again raising the specter of a Fed 
policy mistake, this time in the opposite direction. 

To conclude, the financial markets witnessed meaningful thematic shifts in July across both the stock and bond 
markets, as market participants continued to position for a shift in Fed policy, the looming changing of the guard 
in the White House, and a potential business cycle inflection from expansion to contraction.

Market Summary

1.2%
2.9%

0.3%
2.3% 1.9%

7.2%

-4.0%

0.8% 0.0%

22.1%

11.2%

6.3%
5.1%

11.1% 11.1%

-5.2%

8.9%
7.5%

15.0%

7.4%

3.4%

0.2%

4.2% 4.5%
6.5% 6.8%

4.8%

-10%

-5%

0%

5%

10%

15%

20%

25%

S&P 500
Index

MSCI
EAFE
Index

MSCI
Emerging
Markets

Index

Bloomberg
U.S.

Aggregate
Index

Bloomberg
High Yield

Index

FTSE
NAREIT

All Equity
Index

Bloomberg
Commodity

Index

HFRI
Fund

Weighted
Composite

Index

HFRI
Fund

of Funds
Index

July 1 Yr 5 Yrs Annualized

D I V E R S I F Y I N G 
S T R AT E G I E SR E A L  A S S E T S F I X E D  I N C O M E G L O B A L  E Q U I T Y 

Data source: Lipper, HedgeFund Research

® 2024 Certuity, LLC. All Rights Reserved. 

July  2024

3

CERTUITY
®



Global Equity

Equity markets underwent a style shift 
as the third quarter began, with investor 
demand waning for technology-related 
growth names, with performance favoring 
other areas of the market. As the market 
positioned itself for a potential rate cut at 
the July Fed meeting, interest-rate sensitive 
investments such as small cap stocks and 
REITs outperformed. Geographically, UK-
based equities outperformed both U.S. 
and emerging markets as investors took 
advantage of the valuation discount.

In July, the Russell 2000 Index outperformed 
large cap domestic equities. The reversal 
was influenced in part by many institutional 
investors rebalancing out of information 
technology and covering small cap short 
positions. This sharp reversal caused the 
largest monthly outperformance of the 
Russell 2000 over the Nasdaq 100 Index 
since the internet bubble. This rally was 
short-lived, however, because the market 
sold off in early August, erasing July’s 
modest gains. The sell-off was triggered 
by unfavorable economic announcements 
and partly caused by margin calls on carry 
traders who borrowed Japanese yen.

Like the U.S., Japanese equities also 
experienced extreme volatility in July, which 
carried over into August with back-to-back 
trading days of double-digit returns. The 
Japanese yen appreciated rather sharply 
after the Bank of Japan (BOJ) unexpectedly 
increased interest rates in the third quarter. 
This affected a large carry trade, when 
traders borrow a currency at a low interest 
rate—in this case the yen—and purchase 
assets in another country. A weakening yen 
benefits this strategy due to the currency 
conversion, so as the yen began to 
strengthen, many traders were faced with 
margin calls or risk complications, resulting in 
the need to sell equity securities. 

U. S .  G R O W T H  D E C L I N E S  O N  M E G A - C A P
E A R N I N G S  M I S S
U.S. Style Returns

Data source: FTSE Russell
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Europe ex-UK equities underperformed their U.S. and UK counterparts. Specifically, consumer discretionary and 
information technology lagged. Consumer demand has continued to decline in Europe and abroad, driving 
large market contributors such as Burberry and Yves Saint Laurent to slash prices indefinitely in an effort 
to win back upper-middle-class consumers. Conversely, health care, utilities, and real estate performed 
well after strong quarterly earnings results.

UK-based equities outperformed both U.S. and emerging markets for the month. Expectations materialized for a 
Labour Party victory, as well as an interest rate cut by the Bank of England, supporting a stable backdrop 
for equity markets. Additionally, the PMI increased to its highest reading in two years, providing more confidence 
to investors. The recent surge in bid activity for UK-listed companies continued during the month as investment 
firms took advantage of the relatively low valuations in the UK markets.

The MSCI Emerging Markets (EM) Index was largely held back by underperformance in China as consumer 
sentiment and property activity continue to be depressed. Concerns about significant artificial intelligence 
spending reverberated throughout emerging markets, causing the information technology sector to decline. 
Notably, Latin America remained relatively flat despite several elections this year.

L  A  R G  E  S  T  O  U  T  P  E  R  F  O R M A N  C  E  O  F  S  M A  L  L -  C  A  P  S  T O  C  K  S  S  I  N  C  E  T  H  E  I  N  T  E  R N  E  T  B  U B  B  L  E  
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B O N D S  R A L LY  W I T H  F A L L I N G  R AT E S 
Fixed Income Index Returns

Data sources: Bloomberg L.P., FSTE, J.P. Morgan

Fixed Income
During July, the 10-year Treasury fell 27 basis 
points to 4.09% and the 2-year Treasury fell 42 
basis points to 4.29%. Subsequently, 
Treasuries staged a large rally in early 
August following weaker economic data 
and renewed expectations of rate cuts, 
with the 10-year Treasury yield temporarily 
falling below 3.75%. Additionally, the yield 
curve steepened 15 basis points in July and 
temporarily de-inverted in August for the 
first time since July of 2022.

At its July meeting, the Fed opted to hold 
its benchmark rate steady, emphasizing 
the need for further evidence that inflation is 
approaching its target. However, Chair 
Powell did acknowledge the gradual 
weakening of labor data. The final week of 
July saw lower than expected job gains in 
non-farm payrolls, a modest uptick in initial 
and continuing unemployment claims, and an 
increase in the unemployment rate, which 
rose to 4.3% from 4.1%. The Sahm Rule—a 
popular recession predictor in which the 
three-month moving average of the U.S. 
unemployment rate is at least a half 
percentage point higher than the 12-month 
low—was also widely discussed at the 
meeting. The Fed’s dual mandate is back in 
focus as it attempts to orchestrate a soft 
landing, though it may be behind the curve.

The BOJ raised its policy rate 15 bps to 
0.25% and announced a gradual taper 
bond purchasing program. This policy 
change rippled through global markets and 
allowed the yen to rally against the dollar, 
ending the month at ¥149. The BOJ also 
emphasized that it is monitoring inflation risk 
and rates could rise further. However, 
following the volatility in August, the BOJ 
will likely push back on its rate increase 
plans and wait for markets to settle before 
making its next move.
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Real Assets
Real Estate
In July, U.S. REITs rose 7.2%, as measured 
by the performance of the FTSE Nareit All 
Equity REITs Index. Speculation of rate 
cuts revived in July, lifting the listed real 
estate sector after its continued fight 
against the effects of higher interest 
rates. Global developed REITs were up 
6.0%, held back by milder performance 
from developed Europe, as measured by 
the FTSE EPRA/Nareit Developed Index. 

Surprisingly, office was a top-performing 
U.S. REIT sector in July, up 17.0%. The sector 
faced slightly improving leasing conditions, 
with overall demand still challenged. At the 
end of the month, Lineage went public in 
the largest initial public offering of 2024 
and is now considered the world’s largest 
cold storage REIT.
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Infrastructure
Global listed infrastructure stocks rallied in line with REITs in July, up 6.3% as measured by the Dow Jones 
Brookfield Global Infrastructure Index. Communications—predominately cell tower stocks—led subsector 
performance on rate cut speculation. At the end of the month, the PJM power market region saw a 9.3x 
increase in capacity prices for 2025 and 2026. The price spike was driven by coal power plant retirements, load 
growth, and new pricing rules to better reflect the impact of extreme weather events. Publicly traded utility and 
independent power producer stocks rallied on the pricing increase. 
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J U LY  B O O S T S  I N F R A S T R U C T U R E  E Q U I T I E S 
Listed Infrastructure Trailing Returns

N a t u r a l  R e s o u r c e s
Crude oil prices declined 9.8% in July, as 
measured by the West Texas Intermediate 
(WTI) spot contract. Crude prices have 
remained range bound in 2024, with 
downward pressure due to lackluster 
demand from China, concerns of OPEC+ 
voluntary cuts lifting in the fall, and 
continued U.S. production growth. 
Conversely, U.S. crude inventories reached 
the lowest level since February on the back 
of record U.S. gasoline consumption this 
summer and further driven by continued 
conflict in the Middle East. Natural gas 
price volatility continued, with pricing 
falling 21.7%, as measured by the Henry 
Hub natural gas spot contract.
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Diversifying Strategies
Hedge fund performance in July was positive across most underlying strategies, led by equity hedge 
and event-driven approaches. Within event-driven strategies, activist strategies were the biggest 
drivers of return. Merger arbitrage and distressed/restructuring were also significant outperformers during 
the month. 

Discretionary macro managers were able to pivot allocations throughout the month to take advantage of 
the market volatility. Discretionary portfolio managers tend to be more reactive than systematic-oriented 
strategies, allowing them to outperform in choppy market environments. 

Systematic trend-following managers faced headwinds in July as several recent trends reversed 
course across multiple sectors and heightened volatility in equity markets. The strategy's losses were 
concentrated in currencies, with fixed income and equities also resulting in losses. Given the sharp, quick 
reversals, longer-term models were especially challenged. 

HEDGE FUNDS GENERATED WIDESPREAD GAINS
HFRI Indices Performance Returns (U.S. Dollars)

Data source: HedgeFund Research
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LEGAL DISCLAIMER
Certuity, LLC, a Delaware limited liability company (“Certuity”), is an investment adviser registered with the U.S. Securities 
and Exchange Commission (“SEC”). Registration of an investment adviser does not imply any specific level of skill or 
training and does not constitute an endorsement of the firm by the SEC. Certuity® is a registered trademark of Certuity 
Holdings, LLC. 

This presentation is intended solely for the person to whom it is delivered by Certuity. This presentation is confidential and 
may not be reproduced, in whole or in part, or redistributed to any party in any form, without the prior written consent of 
Certuity. The information enclosed in this presentation is confidential. By accepting it, you agree to treat it as such and any 
unauthorized use, reproduction, distribution or disclosure of this presentation or the information enclosed herein, in whole 
or in part, without the prior written consent of Certuity is strictly prohibited.

The information contained herein is for informational purposes only to describe certain of our investment strategies and 
related market commentary. The attached should not be construed to provide any specific investment advice to you or to 
recommend the purchase of any securities or other assets described herein, and should not be relied upon for 
purposes of making any investment decision. This presentation does not constitute, and should not be construed to 
constitute, an offer to sell, or a solicitation of any offer to buy, interests in any investment or private investment fund 
advised and administered by Certuity. Investors wishing to pursue any of the investment strategies described herein 
must obtain and review offering documents and other materials describing the investment or investment strategy. In 
addition, this presentation is not intended to serve as the basis for any contract to purchase or sell any security, or other 
instrument, or to enter into or arrange any type of transaction as a consequence of any information contained herein.

Certain information contained herein has been obtained or derived from unaffiliated third-party sources believed by 
Certuity to be reliable. Neither Certuity nor any of its affiliates or representatives makes any representation or warranty, 
express or implied, as to the accuracy or completeness of the information contained herein and nothing contained herein 
may be relied upon as an indicator or representation as to prior or future performance. 

Some of the materials contained herein may be characterized as “forward-looking statements”, which can be identified by 
the use of forward-looking terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”, 
“estimate”, “intend”, “continue” or “believe” or the negatives thereof or other variations thereon or comparable terminology, 
and which may include, among other things, projections of future performance, estimates, forecasts, scenario 
analysis, or pro forma information. These forward-looking statements reflect Certuity’s views with respect to future 
events. Actual returns and results could differ materially from those in the forward-looking statements as a result of 
changes in assumptions, market conditions, and other factors beyond Certuity’s control. Investors are cautioned not 
to place undue reliance on such information. No representation or warranty, express or implied, is made or can be 
given with respect to the accuracy, completeness, fairness, reliability or suitability of any information included 
herein. Furthermore, no representation or warranty is made that the information presented, including the 
views expressed, will be realized as a result of implementing the investment strategy and proposed fund 
structure. Additionally, there is no obligation to update, modify or amend this report or to otherwise notify the recipient 
in the event that any matter stated herein changes or subsequently becomes inaccurate.

Products and/or services offered by Certuity are not deposits or other obligations of Certuity, are not endorsed or 
guaranteed in any way by Certuity or any banking entity, and are not insured by the Federal Deposit Insurance 
Corporation or any other government agency. Certain products and services may have restrictions on their transfer or 
sale. There can be no assurance that actual returns and results will not be materially lower than those presented. Any 
prior investment results or returns are presented for illustrative purposes only and are not indicative of the future 
returns of the issuers of the securities described herein. An investment in any Certuity product or investment service 
involves a high degree of risk and could result in the loss of your entire investment. 

All analyses and projections depicted herein are for illustration only and are not intended to be representations of 
performance or expected results. The results achieved by individual clients will vary and will depend on a 
number of factors including prevailing dividend yields, market liquidity, interest rate levels, market volatilities, and 
the client's expressed return and risk parameters at the time the service is initiated and during the term. Past performance 
is not a guarantee of future results.

Stock values fluctuate in response to the activities of individual companies and general market and economic conditions. 
Bond values fluctuate in response to the financial condition of individual issuers, general market and economic 
conditions, and changes in interest rates. In general, when interest rates rise, bond values fall and investors may lose 
principal value. Certain investment strategies tend to increase the total risk of an investment (relative to the broader 
market). Alternative investments, such as commodities, real estate, and short strategies, are speculative and entail a 
high degree of risk. Foreign investments are especially volatile and can rise or fall dramatically due to differences 
in the political and economic conditions of the host country. Certain investment strategies tend to increase the total 
risk of an investment (relative to the broader market).

This presentation is not intended to provide legal, accounting or tax advice. Because investment products and 
services often have tax consequences, you should consult your own attorney or tax adviser to fully understand the tax 
consequences of any product or services mentioned in this presentation. You should seek financial advice regarding 
the appropriateness of investing in any securities or investment strategies discussed in this presentation. 
Information regarding Certuity’s fee schedules are described in its Form ADV Part 2A. Any additional information 
regarding this presentation is available upon request.

All data is as of July 31, 2024 unless otherwise noted.
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Guidance, knowledge and access to solutions that
 empower clients to approach life with certitude.

This document is confidential and intended solely for the addressee. This document may not be published nordistributed
without the written consent of Certuity, LLC. Advisory Services offered through Certuity, LLC,  an SEC registered Investment Advisor.
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