
 

 

 

 

 

 
5 July 2021 

 
Dear Equity Client  
  
GLOBAL EQUITIES – 2ndQuarter 2021 
 
World equity markets delivered solid performance on the continued economic recovery. The MSCI 
World Index (including Emerging Markets and dividends) increased +7.4% (US$ terms, +7.4% UK£ 
terms) over the quarter, bringing the return for the first half of the year to +12.3% (US$ terms, +11.1% 
UK£ terms).  
 
Shareholders generally experienced outstanding earnings results, well ahead of expectations. Over 
87% of the S&P 500 constituents declared better than expected earnings over the quarter. This ratio 
is an all-time record. Consensus expectations for the index earnings for the next twelve months have 
increased further by +10.1% over the quarter. This strong fundamental data support share prices well. 
 
The main capital markets feature over the quarter was the continued lower US interest rate levels 
despite a sharp spike in inflation, contrary to many (if not most) views a few weeks ago. The latest US 
CPI (Consumer Price Index) reading increased to 5.0% and PCE (Private Consumer Expenditure), the 
Federal Reserve’s preferred inflation measure, increased to 3.1%. Both these inflation levels are well 
beyond their longer term target level of 2%. Against these inflation spikes, and the strong US economic 
recovery, the Ten Year US Treasury Yield dropped from a cycle peak of 1.74% in March to 1.47% at the 
end of June. 
 
Federal Reserve chairman Powell is credited for allaying fears of structurally increasing inflation levels. 
He addressed the topic again on 22 June, reiterating his view that the inflation surge is attributed to 
factors mostly related to economic reopening and is merely ‘transitory’. It seems the market is starting 
to put more weight to this view than to one of threats of crippling inflation. The above 0.27% drop in 
the Treasury yield, as moderate as it may sound, reflects an important change in investor perceptions 
away from a hugely uncertain and volatile outlook to a more stable and constructive environment.  
 
The Biden administration is doing its utmost to further stimulate the US economy beyond the normal 
recovery. US consumer confidence is now recovering sharply and is currently at the highest level ever 
immediately following a recession. With consumption making up over 70% of the US GDP, these bode 
well for continuing strong earnings deliveries.   
 
Whilst the backdrop above is fundamentally supportive of equity investing, we can expect  investor 
considerations to slowly start moving beyond the economic recovery and become more focussed on 
the future structural drivers of business and economic growth. Our orientation is to ensure we hold 
those sustainable above-average earnings compounders rather than cyclical short term winners which 
necessitate active trading to exit well ahead of a maturing cycle.  
 
We thank you for all your support. 
 
With best wishes. 

 
Gerrit Smit 
Partner – Head of Equity Management 



  

 
 
RISK DISCLOSURE 
 

1. This communication has been prepared for information only and is not intended for onward 
distribution. It is neither an offer to sell, nor a solicitation to buy, any investments or services. 
This communication does not constitute a personal recommendation and does not take into 
account the individual financial circumstances, needs or objectives of the recipients.  
 

2. All investments risk the loss of capital.  No guarantee or representation is made that the funds 
will achieve their investment objective. 
 

3. The value of investments may go down as well as up and, for products designed to return 
income, the distributions can also go down or up and you may not receive back the full value 
of your initial investment. 
 

4. Past performance should not be used as a guide to future performance. 
 

5. The advice we provide will be based on and take into account a majority of product types and 
not every single equivalent product within a given product category.  As such, our advice is 
restricted (as opposed to independent) as defined by the Financial Conduct Authority (“FCA”). 
 

6. Changes in the rates of exchange between currencies may cause the value of investments to 
go up or down in the reporting currency. Returns may increase or decrease as a result of 
currency fluctuations. Values may also be affected by developments relating to controls and 
restrictions on foreign currency remittance of proceeds of investments in a non-sterling 
jurisdiction. 
 

7. Whilst every effort is made to ensure that the information provided to clients is accurate and 
up to date, some of the information may be rendered inaccurate by changes in applicable laws 
and regulations. For example, the levels and bases of taxation may change. 
 

8. The material contained in this document is not to be regarded as an offer to buy or sell or the 
solicitation of any offer to buy or sell securities in any jurisdiction where such an offer or 
solicitation is against the law, or to anyone to whom it is unlawful to make such an offer or 
solicitation, or if the person making the offer or solicitation is not qualified to do so. The 
information on this document does not constitute legal, tax, or investment advice. You must 
not, therefore, rely on the content of this document when making any investment decisions. 

 
In addition to the information provided by Stonehage Fleming Investment Management Limited you 
may wish to consult an independent professional. 
 
This communication has been approved for distribution in South Africa and those countries of the EEA 
where distribution is permitted by: 
 
Stonehage Fleming Investment Management Limited  
15 Suffolk Street 
London SW1Y 4HG                                                                                    
 
Stonehage Fleming Investment Management Limited is authorised and regulated by the Financial 
Conduct Authority and registered with the Financial Sector Conduct Authority (South Africa) as a 
Financial Services Provider (“FSP”) FSP No: 46194.   Approval: 2021_38 


