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Our preferences over
a 12m horizon
•

Global equities over
bonds

•

In equities: Euro
area, UK, US

•

In bonds: DM HY,
Asia USD, EM USD

•

In FX: USD likely to
fall against EUR,
AUD and GBP

Key themes
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•
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•
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•

USD to slump in
2021

•

Innovation – 5G/IoT,
Fintech, eGaming,
MedTech, EVs

•

Climate change

•

A world of yield-free
risk

•

Closed: UK domestic
equities to outperform
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Riding the recovery wave
•

The strong burst of stimulus-led equity market performance is likely to give way
to a more sustainable pace of gains in H2 2021 and beyond as the US economic
recovery wave radiates to other parts of the global economy.

•

Equities remain preferred, led by Europe and the US, with our Value rotation and
Innovation themes remaining focus areas.

•

USD-denominated bonds across Emerging Markets (EMs), Asia and High Yield
(HY) segments remain preferred, supporting yields across income allocations.

•

The EUR, GBP and AUD are expected to benefit from further USD weakness as
US growth radiates globally. Gold, derivative strategies and an allocation to
companies that help address climate change can help mitigate risks.

Transitioning to mid-cycle?
The first half of 2021 has been a strong one for global equities. YTD, they delivered
12.1%, contrasting sharply with a -3.8% return in global bonds and -6.5% in gold.
Since the pandemic-induced recession low in March 2020, global equities have
recovered a spectacular 91% as economic and earnings expectations rebounded.
Are these kinds of risky asset returns sustainable in H2 21?
In our view, the overriding mood is likely to be one of continued optimism, albeit at
a more sustainable pace, as the recovery wave radiates globally. Economic growth
is set to extend as COVID-19 vaccinations enable most Developed Markets (DMs)
to approach herd immunity by H2, with some Emerging Markets (EMs) following by
early next year. This is likely to occur as both fiscal and monetary policies remain
very supportive in most major regions. In the US, the Fed is likely to announce in Q4
a gradual tapering of its bond purchases starting from early next year.
Inflation remains a risk to this benign outlook, though we believe recent inflation
numbers will prove to be largely transitory until labour markets tighten worldwide.
However, the length of any supply disruption remains a key uncertainty, a potential
trigger for periodic inflation scares. In the absence of new government stimulus, an
abrupt fall in public spending could create a ‘fiscal cliff’. Both risks mean the
transition to a more sustainable pace of growth could be bumpy at times.

Fig. 1 Limited room for more positive economic
surprises from current levels

Fig. 2 EM USD, Asia USD bonds offer value
relative to DM bonds
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For equity markets, we believe a transition to a more
sustainable pace of returns is likely. Figure 3 illustrates
(i) recovery-phase equity returns in the first 12 months
after a recessionary market trough and (ii) annualised
returns in the subsequent 24 months. In 2009, the initial
burst of performance was similarly large as that of the
last 12 months. Equities went on to deliver a 7.6%
annualised return in the subsequent two years – which
may seem like a sharp deceleration, but is still an
attractive pace more consistent with long-term expected
returns. Volatility, though, did rise during the
subsequent 24-month periods.
Fig. 3 Equity returns historically slowed as cycle
matured beyond the initial post-recession rebound
MSCI All Country World index annualised returns
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Key investment takeaway #1
Equities to grind higher, led by Europe, the US,
Value rotation and innovation themes
Our view of continued economic growth, still-supportive
policy settings and the historical context of early vs
more mature cycle returns supports our continued
preference for equities.
Within this, we expect European equities to gradually
take the leadership baton. The pace of vaccinations,

sharply rising earnings expectations and our view of
USD weakness point to further gains in Euro area
equities. UK equities additionally benefit from lower
valuations relative to most major regions.
We retain our preference for US equities as well. It
remains far from clear that ‘US exceptionalism’ in terms
of economic and earnings growth is over, especially
with the rebound in equity buybacks as banks, in
particular, likely gain more flexibility following a
successful performance in recent Fed stress tests. Asia
ex-Japan equities, though, remain caught in a tug-ofwar between an accelerating pace of vaccinations on
one hand and a tightening China policy bias on the
other. We view the region as a core holding.
We retain conviction in our Ready, Steady, Rotate
theme, expecting Value-style equities to extend their
YTD outperformance over Growth-style equities. This
continues to be reflected in our preferences for sectors
like financials and energy (and, additionally, materials
in the Euro area). It is possible that the transition to a
more modest pace of economic growth leads to bouts
of reversals, but we would view these as temporary as
long as economic growth remains well-supported.
Within technology, we believe a more sharpened focus
via our Innovation theme offers attractive exposure
within the sector. Rising bond yields and Value-sector
catch-up remain headwinds for the technology sector.
However, a sharper focus on areas such as 5G,
Fintech, eGaming and MedTech offer attractive
opportunities for continued outperformance, in our
assessment.

Key investment takeaway #2
Riskier USD-denominated bonds attractive in a
yield-starved world
We believe riskier USD-denominated bonds remain
well-placed to outperform other bonds in H2 2021. EM
USD government and Asia USD bonds have both faced
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For income investors, we believe these create
opportunities to sustain, or raise, yields. In our multiasset income allocation, for instance, we favour Asia
HY bonds and Euro area dividend equities to take
advantage of higher yielding opportunities.
From a longer-term (>12-month) horizon, though, the
fact that a significant portion of global bond markets still
yields <1% means generating attractive income and
total returns on a multi-year horizon remains a
challenge. In our Yield-free Risk theme, we offered
three mitigants – looking beyond bonds across asset
classes (i) raising exposure to riskier assets, (ii)
considering leverage, within sensible bounds, and (iii)
accepting that returns in future years are likely to be
lower than what we have been used to in the past.

Key investment takeaway #3
USD to weaken after consolidation, with European
currencies the top beneficiaries
We expect the downtrend in the USD to extend over the
coming 6-12 months. Relative, as opposed to absolute,
inflation-adjusted bond yields matter more for
currencies and we expect this relative yield differential
to continue moving against the USD as it has over the
past two years. Still-large US fiscal and trade deficits
are likely to add further support to this move.
This view could be more challenging in the shorter 1-3
month horizon, though. Expectations of Fed tapering
(which could lift nominal yields) and transitory inflation
(which could lead to lower inflation, causing net-ofinflation US yields to rise) could mean the USD faces a
period of consolidation before it resumes its downtrend.
We continue to expect the EUR, GBP and AUD to
benefit from USD weakness. The EUR faces an
accelerating recovery and remains a default ‘anti-USD’
currency. The GBP should benefit from supportive
currency and equity valuations. The AUD remains
correlated with a global economic recovery via higher
commodity prices and its own domestic recovery. The
4
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Fig. 4 Falling US real yield differentials* point to
further USD weakness on a 12-month horizon
USD index (DXY) vs DXY-weighted real yield
differentials*
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US and European HY bonds offer less compelling
valuations. However, HY valuations have historically
been asymmetric – continuing to rise right through to
the end of the cycle. This, together with still-attractive
yields, leads us to retain a preference for HY bonds,
though Asian HY bonds arguably offer more attractive
valuations relative to US and European HY peers.

CNY faces supportive yield differentials, though
policymakers are likely to lean against currency gains.

DXY

considerable headwinds in H1 from rising US Treasury
yields, concerns over EM sovereign finances following
COVID-19-related stimulus and a tightening policy bias
in China. However, as a result, valuations of both bond
asset classes have retreated to long-term median
levels, an attractive proposition in today’s world of
generally elevated valuations.
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Key investment takeaway #4
Gold, derivative strategies, sustainable
investments can help mitigate key risks
While we expect equities and riskier USD bonds to lead
the charge in H2 21, we believe gold continues to play
a role in diversified investment allocations. Inflation is
notoriously difficult to forecast and gold is likely to help
mitigate the risk of inflation being less transitory than
expected. A sharp inflation relapse, though, could lead
to lower gold prices – we see key support at USD 1675.
Gold and equity derivative strategies can also be
attractive around bouts of equity market volatility.
Regardless of inflation’s actual path, worries of a ‘policy
accident’ in terms of excessively quick policy tightening
are likely to persist. Gold often benefits during the early
stages of equity market sell-offs, while derivative
strategies can subsequently take advantage of the rise
in volatility to generate a yield.
Finally, we believe it is also prudent to protect
investment allocations against multi-year threats. Our
Climate Change theme is top of this list – the push
towards climate change-mitigating policies can create
both risks (via stranded assets in industries like oil and
gas, for example) and opportunities (via public and
private investments in energy transition or water, for
example). We continue to believe a gradual shift in
investment allocations to incorporate a climate change
lens remains an attractive proposition from both a return
and risk management perspective.

Multi-asset income – at a glance
Trang Nguyen
Portfolio Strategist

Key themes
Achieving an yield of 4% remains a struggle for most income-focused investors (us included), despite the US 10year Treasury yield being 58 bps higher YTD. Yields on offer for most income assets are near historical lows (figure
5) and may well continue to remain so, even as the Fed prepares to taper in the coming 12 months. Our multi-asset
income allocation currently yields 3.6% and has delivered a positive return of 4.4% YTD.
To generate higher income, we believe investors need to look beyond traditional fixed income asset classes alone
to high dividend equities and hybrid assets, including REITs, CoCos and covered calls. We see pockets of
opportunities in Europe high dividend equities and Asia HY USD bonds. These assets offer higher yields and benefit
from faster vaccinations, driving economic recovery and a likely weaker USD. We increase exposure to high
dividend equities and hybrid assets and reduce our overall bond allocation. We maintain our preferences for highyielding credit assets, such as DM HY bonds, global leveraged loans and EM USD government bonds.

Key chart
Fig. 5 Lower yields on offer across income spectrum
A diversified income
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Fig. 6

High dividend equities are likely to perform well even if inflation rises moderately from here

Average 12m returns at various levels of CPI inflation; data from 2000, except Asia USD (2005), Cocos* (2014)
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Income strategy to continue to deliver positive
returns despite inflation risks
With yields on most income assets near historical lows,
generating sufficient income continues to be
challenging for most investors. The path to higher
income is typically through higher yields, which can
often come at the detriment of price returns. The key
question is how to continue generating enough income
while also delivering a positive total return. We are of
the view that both are achievable, despite inflation
worries and the anticipation of taper talk, and that a
diversified income approach can still deliver positive
total returns over the next 12 months. However, we
believe it is attractive to go beyond just having
traditional fixed income and include opportunities in
high dividend equities, hybrids and select high-yielding
assets. Specifically, we like Europe high dividend
equities and Asia HY USD bonds.

High dividend equities likely to outperform in
a moderate to high inflation scenario
We expect inflation pressures to be transitory. However,
to help with our asset allocation decisions for the next
12 months, we took a closer look at how income assets
performed in the past inflation regimes. In this study, we
defined low, moderate, high and very high inflation
regimes as periods where US CPI was less than 2%,
ranging from 2% to 3%, 3% to 4% and greater than 4%,
respectively. Three observations emerge from this
analysis (figure 6)
1) In both low and moderate inflation regimes,
dividend equities were consistently among the top
performers. Fundamentally, we are constructive
towards dividend equities for three reasons: (1)
Valuations
remain
attractive,
with
yields
comparable to many fixed income counterparts and
higher capital appreciation potential given the
continued economic recovery; (2) The risk of
dividend cuts has fallen sharply, in our opinion; (3)
Dividend equities should benefit if we see further
outperformance of Value vs Growth equities.

2) Most credit assets, such as DM HY and EM USD
bonds, were resilient even in high and very high
inflation regimes. However, with most high-yielding
credit spreads close to all-time lows, investors
should expect a lower return profile going forward.
3) EM-focused income assets outperformed their DM
counterparts in a high inflation regime. This is likely
thanks to supportive commodities prices we often
see in rising inflation environments.

Tactically, we like Europe high dividend equity
Screening a broader universe for income opportunities,
we believe there is a strong case to tilt our dividend
equities allocation to Europe. Catalysts behind this
preference are three-fold: (1) Valuations remain
attractive – a yield of 5.4%, higher than most income
assets; (2) Europe high dividend equities carry large
weights to the financial sector, which should benefit
when bank lending picks up (figure 7); and (3)
Corporate earnings momentum should be supported by
the ultra-accommodative policy mix (the European
Recovery Fund is set to be deployed in Q3).

Tilt towards HY to reduce interest rate
sensitivity
As the Fed prepares to taper, an investor may want to
consider tilting towards parts of the bond market that
are less sensitive to higher rates.
1) DM HY and hybrid assets: It makes sense to
continue tilting bond allocation towards DM HY
bonds and hybrid assets, such as CoCos and
preferred securities, which still offer decent income
with relative lower interest rate risk.
2) Asia USD HY: We would tilt our Asia USD bond
exposure towards Asia USD HY as: (1) This asset
class currently offers the highest yield per unit of
interest rate risk; (2) Valuations are attractive; (3)
Asia’s growth recovery progress should put a cap
on potential default risks. However, further
tightening in Chinese monetary policy and ongoing
deleveraging campaign are risks to this view.
Fig. 8 Asia USD HY currently offers highest yield
per unit of interest rate risk

MSCI Europe high dividend vs MSCI Europe financials

Yield to worst vs. rate sensitivity, as of 25 June 2021
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Fig. 7 Europe high dividend equities are likely to
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Our investment themes – an update
Audrey Goh
Senior Cross Asset Strategist

Marco Iachini
Cross Asset Strategist

Climate change
The global shift to net zero carbon emissions has
accelerated in 2021. In Q2, major economies further
tightened carbon emissions timelines, while the G7
backed the move to mandatory company climate
change disclosures. This combination of falling cost of
renewables and favourable policies should continue to
drive growth in climate-related themes.
•

•

Fig. 9 Future reduction of traditional oil being
supplied
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to 90% by 2050. Valuations of renewables remain
elevated at 2x-3x those of global equities, despite
the c.45% correction since their January highs.
Technically, there are signs of a technical base
forming and consensus earnings are starting to be
revised upwards, which may support higher prices.
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focusing on water management, recycling, sewage
treatment and desalination will likely benefit. Sector
earnings momentum is positive and investor
demand is likely to rise over the next few years.
Valuations could be a headwind in the near term.

Water scarcity: Rising water stress and increased
demand is creating greater urgency to conserve,
treat, access and distribute water efficiently. Areas

Disruptive Innovation
We retain a structural preference for the Disruptive
Innovation theme, favouring 1) Fintech, 2) eGaming,
3) Electric Vehicles (EVs), 4) 5G/Internet of Things (IoT)
and 5) Medical Technology.
•

•

•

Fintech: Following the early-May equity sell-off, we
added Fintech as a long-term theme as valuations
corrected by c.23% to 29x forward P/E. We believe
the theme remains attractive given the ongoing
rotation to financials, its growth relative to traditional
firms and upward earnings revisions.
eGaming:
Shifting
demographics,
mobile
penetration, faster digital infrastructure and declining
hardware costs are likely to support future growth.
Valuations are trading in line with global equities at
c.17x 12m forward P/E, while earnings revisions are
trending higher again.
Electric Vehicles: EVs are set to comprise c.60%
of new car sales in the next decade, triggering a
need for batteries and related materials, while
Europe plans to build 38 gigafactories and
collaborate with the US and Japan on EV batteries’
emission standards. Biden’s EV supply chain budget
could catalyse the theme’s performance in H2 21.

•

5G/Internet of Things: A strong growth outlook and
an acceleration of digitalisation should help sustain
a very supportive backdrop for this theme. Earnings
revisions are improving, which should support
forward P/E valuation at 26x, in our view.

•

Medical Technology: COVID-19 accelerated the
adoption of technology in healthcare. While elevated
valuations and waning earnings momentum are
temporary headwinds, we continue to like the theme
given its ability to improve sector efficiency.
Fig. 10 5G development stages – we are still in
the early phase
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A world of yield-free risk
Government bond yields remain near multi-decade
lows, while DM corporate bonds yield premiums are
also near record lows even as the Fed prepares to
taper. While bond yields are moderately higher than a
year ago, they remain low relative to history and likely
insufficient to provide equity downside protection.
•

•

High dividend yielding (HDY) equities can be
one way to help investors achieve higher yields
and potential total returns. While HDY equities
tend to have higher sensitivity to bond yields
relative to global equities, they can withstand rising
yields better than Investment Grade (IG) bonds.
We have added to our HDY allocation. Refer to
the Multi-income strategies on p. 7 for more.
Private markets represent a potential opportunity
for investors to enhance their returns and income
potential in a backdrop of low bond yields and
elevated equity valuations. Including private
investments in an allocation can help improve
income and risk adjusted returns. Refer to
Rethinking PE allocation on p. 26 for more.

Fig. 11 Negative yielding debt in the global bond
market remains significantly large
Proportion of negative yielding Investment Grade debt
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We believe investors will need to take additional risks,
make prudent use of leverage and/or explore alternative,
less-liquid assets, such as hedge funds or private
investments, to capture opportunistic sources of
diversification, income and returns.

Ready, steady, rotate

However, global economic growth remains
unbalanced; as vaccine rollouts pick up pace outside
developed economies, they could boost the economic
recovery momentum further and help yields resume
their upward trend.
Moreover, as the Fed begins to withdraw monetary
stimulus, bond yields may see upward pressure.
These catalysts can provide extended tailwinds to
Value sectors of equity markets that are positively
correlated to rising growth as well as increasing yields.
Historically, Value outperformance bouts have tended
to last 3-4 months at a time only, as policymakers
were quick to remove policy stimulus on any signs of
overheating since the Global Financial Crisis.
We think this time will be different as the Fed now
prefers to wait for, rather than front-run, a sustained
improvement in economic data. Additionally, we
expect further value outperformance to be driven by a
combination of 1) economic growth staying well above
the trend into 2022, 2) expectations for bond yields to
move modestly higher over the coming months and 3)
outperformance of key Value sectors (financials and
energy, as well as materials in the Euro area).
8
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Fig. 12 Value vs. Growth gap still attractive
*Ratio of global Value and Growth indices, with the
ratio’s 1-year and 3-year moving averages (MA)

Total return ratio

The recent softness in inflation expectations and bond
yields has caused Value sectors to briefly pause their
advance relative to Growth stocks.
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Other themes
USD to slump
in 2021

Our cyclical theme of USD weakness has generated mixed results. While some notable
assets, such as the GBP and CNY and EM bonds, have outperformed their respective
benchmarks - as is typical during USD bearish cycles - a larger portion of USD weakness
beneficiaries has underperformed.

Cyclical Themes

However, we continue to expect USD weakness to resume in H2 2021, driven by US
budget and trade deficits, and a potential fall in relative USD real yields compared with
other major economies. A weak USD is generally good for broad-based investment
returns, and particularly supportive for EM assets.
Race for
income

In an environment where growth and inflation expectations are rising, absolute returns
across the income spectrum tend to be substantially higher compared with other
growth/inflation scenarios. However, for income investors, with the tightening of spreads,
it would lead to lower yields. In order to capture more yield, adjustments towards a tilt to
high yield within Asia USD bonds can be considered. That said, we continue to prefer
higher yielding assets, such as EM and Asia USD bonds and high yield bonds.

(Closed) UK
domestics to
outperform
UK large caps

The UK economy is gradually recovering from the effects of the COVID-19 crisis, thanks
to a relatively quicker pace of vaccinations compared with its DM peers and subdued
new cases. This early reopening has benefitted stocks of smaller, domestically focused
UK firms more than large, multinational UK equities that derive c.75% of their revenue
from abroad, and are, therefore, negatively affected by the ongoing appreciation of the
GBP against other currencies.
Given the frontloaded returns from this theme, we took profit this month and now prefer
balanced exposure between these two segments of UK equities.

Structural

Cyclical

Performance of key thematic views since Outlook 2021
Themes

Open date Close date Absolute Relative

Global Value to outperform global Growth equities

13-Dec-20

Open

Race for Income – absolute return of income basket

13-Dec-20

Open



Race for Income – vs. 4% yield target

13-Dec-20

Open



USD to slump in 2021

13-Dec-20

Open



UK domestic to outperform UK large caps

13-Dec-20 24-Jun-21

Disruptive Innovation – average of component indices

13-Dec-20

Open

•

Internet of Things (IoT)

13-Dec-20

Open

•

Electric Vehicles

13-Dec-20

Open

•

Medical Technology

13-Dec-20

Open

•

Online games

29-Apr-21

Open

•

Fintech

14-May-21

Open

13-Dec-20

Open

Structural

Time for climate investing – average of components indices
• Circular Economy

13-Dec-20 24-Jun-21

• Alternative Energy

13-Dec-20

Open

• Solar

13-Dec-20

Open

• Wind

13-Dec-20

Open

• Water

13-Dec-20

Open

13-Dec-20

Open

In a world of yield-free risk – average of component indices

Source: Bloomberg, Standard Chartered. Performance measured from 13 December 2020 (release date of our 2021 Outlook) to 24 June 2021
or when the view was closed. ‘Open’ indicates the call stays open. Past performance is not an indication of future performance. There is no
assurance, representation or prediction given as to any results or returns that would actually be achieved in a transaction based on any
historical data
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Macro overview – at a glance
Rajat Bhattacharya
Senior Investment Strategist

Key themes
The global economy continues to rebound as aggressive vaccination campaigns in the US, Europe and China help
economic activity, especially in the services sector, return to normal. We expect the US economy to return to prepandemic trend growth in H2 and the Euro area to follow in early 2022; China has returned to trend growth earlier
this year. The strong recovery is creating teething troubles in the form of supply bottlenecks, higher commodity
prices and job market distortions, fuelling temporary price pressures, especially in the US and Europe. We believe
inflation peaked in Q2 and is likely to gradually decelerate as bottlenecks are removed, new supply comes back
online with rising investment, and as vaccinated workers return to jobs. In the US, as the job market improves, we
expect the Fed to unwind its monetary stimulus, tapering bond purchases from early 2022. The ECB’s strategy
review in September should lead to a greater tolerance of inflation, allowing it to keep policy accommodative longer.
China is likely to maintain a tight control on credit as it shifts focus from growth towards ensuring financial stability.

Key chart
Fig. 13 US, Europe likely to see strong growth, temporary inflation in 2021-22
Consensus economic growth and consumer inflation estimates for key economies*
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12m outlook negative for risk assets
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Source: Standard Chartered Global Investment Committee
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Bonds – at a glance
Abhilash Narayan
Senior Investment Strategist

Cedric Lam
Senior Investment Strategist

Key themes
The recent FOMC meeting, combined with the strong global recovery, raises the likelihood of higher bond yields
and potential Fed tapering in early 2022. Hence, we expect 10-year Treasury yields to rise back towards the recent
highs of around 1.75% over the next 12 months, with risks skewed to the upside. In such an environment, we
believe bond asset classes with higher absolute yield and lower interest rate sensitivity such as DM HY bonds and
Asian USD bonds are likely to outperform, helped by improving corporate profitability and lower default rates. We
also expect EM growth to outpace DM growth in the next 12 months which, combined with higher commodity prices
and reasonable valuations, leads us to favour EM USD government bonds despite their high interest rate sensitivity.

Key chart
Fig. 14 Short-maturity and higher yield bonds remain favoured
YTD returns; yield-to-worst and interest rate sensitivity (duration) of various bond
sub-asset classes
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Equity – at a glance
Daniel Lam, CFA
Senior Cross-asset Strategist

Fook Hien Yap
Senior Investment Strategist

Key themes
Global equities remain a preferred asset class on a 12-month horizon as we expect the global recovery to extend,
central banks to remain focused on supporting economic growth and rising corporate spend to help drive earnings
growth. The US remains a preferred market. The latest FOMC meeting saw “a more confident Fed”, raising the
possibility of an earlier-than-expected tapering. While this may lead to volatility over the next few months, we believe
any tapering will be well-communicated. Such volatility may provide opportunities to add to equities.
We continue to see rotation into Value sectors and regions. In this context, Euro area equities are preferred on:
1) stronger economic and earnings outcomes; 2) reduced COVID-19 restrictions; and 3) inflation proving benign,
allowing the ECB to remain supportive. UK equities are preferred given cheap valuations relative to other regions.

Key chart
Fig. 15 Earnings expectations rise in most DMs except Japan
Consensus 2021 EPS growth (left); capex in different regions (right)

Euro area, the UK and the
US continue to see strong
upward revisions to 2021
earnings growth estimates.
Corporate spend is likely to
be the key driver

2021 EPS growth y/y %
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Source: MSCI, FactSet, Standard Chartered
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Source: Standard Chartered Global Investment Committee
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FX – at a glance
Manpreet Gill
Head, FICC Investment Strategy

DJ Cheong, CFA
Investment Strategist

Key themes
Our 6- to 12-month outlook remains for a broadly weaker USD, as US growth radiates globally. The Euro area and
UK economies can accelerate as vaccinations approach herd-immunity levels and fiscal spending is unleashed.
The US twin deficits are likely to be a drag on the USD, and capital outflows seeking better risk-adjusted returns
will likely boost the EUR, GBP, AUD, NZD and CAD. Slower regional vaccination rates and peaking Chinese
stimulus and growth will likely keep most Asian currencies, including the JPY and CNY, rangebound. The key risks
to our 12-month view are slower global growth and a negative shift in risk sentiment.
We expect choppy and rangebound markets over a three-month horizon. Sharply higher short-term US Treasury
yields and a flatter US yield curve triggered a technical break higher for the USD, but we expect further USD gains
to be laboured. Focus will likely return to the positive global growth outlook and how quickly other central banks’
monetary policies will “follow the Fed”. This could help identify when the cyclical USD downtrend is set to resume.

Key chart
The USD index (DXY)
bounced after the Fed’s
“dot plot” shift, breaking
slightly above the 200-day
moving average (DMA).
Rising volatility and USD
support in the near term
should fade below 95, and
we expect the cyclical
downtrend to resume and
test key support at 88

Fig. 16 The current USD rally should fade through the summer months
USD index (DXY) chart with key technical levels
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Source: Bloomberg, Standard Chartered

Fig. 17 Summary of major currency drivers
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Technicals
Manish Jaradi
Senior Investment Strategist

Global equities: Room to rise further

Fig. 18 Global equities: Room to rise further

The momentum in the MSCI All Country World index is
supportive for further medium-term strength. As the
accompanying chart shows, the Moving Average
Convergence Divergence (MACD) indicator (a measure
of trend and momentum) on the monthly chart has been
at its highest level since 2000. Not only is the trend to
the upside, but also record high levels are not
necessarily likely to be an impediment to further gains.

MSCI All Country World index (MXWD) monthly chart
with MACD

After remaining in the lower half of the pitchfork channel
since the Great Financial Crisis (GFC), the index rose
above the median line of the channel, paving the way
initially towards the upper edge of the channel (now at
770; 7% from the 24 June close).
Source: Bloomberg, Standard Chartered

US 10-year Treasury yield: Downside limited
Further downside in the US 10-year Treasury yield
could be limited as it is nearing strong support on the
100-week moving average (WMA). In some ways, the
current price action resembles that of 2016-17. The
yield found support on the average before embarking
on another leg higher. However, another leg higher is
not necessarily implied this time around – the yield
could remain sideways for weeks (as it did previously).
For the yield to rise to new YTD highs, it needs to break
above crucial resistance on a minor downtrend line from
2019 (now at about 1.75%). In the previous episode, the
break above a similar downtrend line paved the way
towards the top of channel in the subsequent months.
The top of the channel is currently around 2.50%.

Fig. 19 US 10-year Treasury yield: Downside
limited
US 10-year Treasury yield weekly chart

Source: Refinitiv, Standard Chartered

EUR/USD: Cluster of support ahead
The change in slope of the 200 WMA – from declining
to rising, albeit nascent – gives hope to EUR/USD bulls
that the recent retreat is a correction and not a reversal
of the uptrend. There is plenty of support for EUR/USD
in the 1.1500-1.1700 range that could cushion the
downside. Only a sustained break below 1.1500 would
indicate that the upward pressure had faded. However,
the probability of such a break seems low given the
changing longer-term trend (ie, the 200 WMA).

Fig. 20 EUR/USD: Cluster of support ahead
EUR/USD weekly chart with 200 WMA

Source: Refinitiv, Standard Chartered
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24 Asset allocation summary
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Market performance summary*
2021 YTD

1 Week

Equity | Country & Region

Global Equities
Global High Divi Yield Equities
-0.7%
Developed Markets (DM)
Emerging Markets (EM)
US
Western Europe (Local)
-0.4%
Western Europe (USD)
-0.6%
Japan (Local)
-0.8%
Japan (USD)
-1.3%
Australia
-1.7%
Asia ex-Japan
Africa
-2.5%
Eastern Europe
Latam
Middle East
China
India
South Korea
-2.0%
Taiwan

12.1%
10.6%
12.9%
6.8%
13.8%
15.6%
13.5%
9.0%
1.5%
10.9%
5.4%
9.6%
19.0%
11.6%
23.2%
0.3%
13.0%
5.7%
16.4%

0.6%
0.6%
0.4%
1.2%
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0.4%
3.0%
0.4%
1.4%
0.2%
0.7%

Equity | Sector
7.7%
4.6%

Consumer Discretionary
Consumer Staples
Energy
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Industrial
IT
Materials
Telecom
Utilities
Global Property Equity/REITs

31.6%
18.8%

9.3%
12.7%
11.2%
12.9%
14.9%
1.0%
15.8%

1.2%
-0.7%
1.3%
-0.1%
0.3%
0.7%
1.2%
0.8%
0.9%
-2.4%
-0.3%

Bonds | Sovereign
DM IG Sovereign
US Sovereign
EU Sovereign
EM Sovereign Hard Currency
EM Sovereign Local Currency
Asia EM Local Currency

-4.4%
-2.8%
-6.1%
-0.7%
-2.8%
-5.9%

-0.1%
0.1%
-0.1%
0.1%
-0.3%
-0.7%

Bonds | Credit
DM IG Corporates
DM High Yield Corporates
US High Yield
Europe High Yield
Asia Hard Currency

-2.0%

2.5%
3.3%
0.9%
-0.1%
18.3%
13.5%

42.9%
16.3%
-5.6%
47.1%
-6.5%
-1.0%
-1.4%
-2.3%

1.8%
-6.8%
-1.6%

0.0%
0.1%
0.2%

-0.2%
0.2%

Commodity
Diversified Commodity
Agriculture
Energy
Industrial Metal
Precious Metal
Crude Oil
Gold

2.5%
2.8%
4.0%
2.6%
0.3%
3.4%
0.1%

FX (against USD)
Asia ex-Japan
AUD
EUR
GBP
JPY
SGD
Alternatives

3.5%
0.7%
3.4%
7.6%
1.1%
-20% -10% 0% 10% 20% 30% 40% 50% 60%

-0.2%
0.4%
0.2%
0.0%
-0.6%
0.0%

Composite (All strategies)
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Equity Long/Short
Macro CTAs

0.0%
0.0%
-0.1%
0.4%

-0.3%
-4.0%

0.0%

4.0%

Source: MSCI, JPMorgan, Barclays, Citigroup, Dow Jones, HFRX, FTSE, Bloomberg, Standard Chartered
*All performance shown in USD terms, unless otherwise stated
*YTD performance data from 31 December 2020 to 24 June 2021 and 1 week-performance from 17 June 2021 to 24 June 2021
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Explanatory notes
1. Contingent Convertibles are complex financial instruments and are not a suitable or appropriate investment for
all investors. This document is not an offer to sell or an invitation to buy any securities or any beneficial interests
therein. Contingent convertible securities are not intended to be sold and should not be sold to retail clients in the
European Economic Area (EEA) (each as defined in the Policy Statement on the Restrictions on the Retail
Distribution of Regulatory Capital Instruments (Feedback to CP14/23 and Final Rules) (“Policy Statement”), read
together with the Product Intervention (Contingent Convertible Instruments and Mutual Society Shares) Instrument
2015 (“Instrument”, and together with the Policy Statement, the “Permanent Marketing Restrictions”), which were
published by the United Kingdom’s Financial Conduct Authority in June 2015), other than in circumstances that do
not give rise to a contravention of the Permanent Marketing Restrictions

Disclosures
This document is confidential and may also be privileged. If you are not the intended recipient, please destroy all
copies and notify the sender immediately. This document is being distributed for general information only and is
subject to the relevant disclaimers available at https:// www. sc. com/en/regulatory-disclosures/#marketcommentary-disclaimer. It is not and does not constitute research material, independent research, an offer,
recommendation or solicitation to enter into any transaction or adopt any hedging, trading or investment strategy,
in relation to any securities or other financial instruments. This document is for general evaluation only. It does not
take into account the specific investment objectives, financial situation or particular needs of any particular person
or class of persons and it has not been prepared for any particular person or class of persons. You should not rely
on any contents of this document in making any investment decisions. Before making any investment, you should
carefully read the relevant offering documents and seek independent legal, tax and regulatory advice. In particular,
we recommend you to seek advice regarding the suitability of the investment product, taking into account your
specific investment objectives, financial situation or particular needs, before you make a commitment to purchase
the investment product. Opinions, projections and estimates are solely those of SCB at the date of this document
and subject to change without notice. Past performance is not indicative of future results and no representation or
warranty is made regarding future performance. Any forecast contained herein as to likely future movements in
rates or prices or likely future events or occurrences constitutes an opinion only and is not indicative of actual future
movements in rates or prices or actual future events or occurrences (as the case may be). This document must not
be forwarded or otherwise made available to any other person without the express written consent of the Standard
Chartered Group (as defined below). Standard Chartered Bank is incorporated in England with limited liability by
Royal Charter 1853 Reference Number ZC18. The Principal Office of the Company is situated in England at 1
Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. Standard Chartered
PLC, the ultimate parent company of Standard Chartered Bank, together with its subsidiaries and affiliates (including
each branch or representative office), form the Standard Chartered Group. Standard Chartered Private Bank is the
private banking division of Standard Chartered. Private banking activities may be carried out internationally by
different legal entities and affiliates within the Standard Chartered Group (each an “SC Group Entity”) according to
local regulatory requirements. Not all products and services are provided by all branches, subsidiaries and affiliates
within the Standard Chartered Group. Some of the SC Group Entities only act as representatives of Standard
Chartered Private Bank and may not be able to offer products and services or offer advice to clients. They serve as
points of contact only. ESG data has been provided by Refinitiv. Refer to https://www.refinitiv.com/en/financialdata/company-data/esg-research-data.
Market Abuse Regulation (MAR) Disclaimer
Banking activities may be carried out internationally by different branches, subsidiaries and affiliates within the
Standard Chartered Group according to local regulatory requirements. Opinions may contain outright “buy”, “sell”,
“hold” or other opinions. The time horizon of this opinion is dependent on prevailing market conditions and there is
no planned frequency for updates to the opinion. This opinion is not independent of Standard Chartered Group’s
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trading strategies or positions. Standard Chartered Group and/or its affiliates or its respective officers, directors,
employee benefit programmes or employees, including persons involved in the preparation or issuance of this
document may at any time, to the extent permitted by applicable law and/or regulation, be long or short any
securities or financial instruments referred to in this document or have material interest in any such securities or
related investments. Therefore, it is possible, and you should assume, that Standard Chartered Group has a
material interest in one or more of the financial instruments mentioned herein. Please refer to https:// www .sc.
com/en/banking-services/market-disclaimer.html for more detailed disclosures, including past opinions/
recommendations in the last 12 months and conflict of interests, as well as disclaimers. A covering strategist may
have a financial interest in the debt or equity securities of this company/issuer. This document must not be forwarded
or otherwise made available to any other person without the express written consent of Standard Chartered Group.
Country/Market Specific Disclosures
Botswana: This document is being distributed in Botswana by, and is attributable to, Standard Chartered Bank
Botswana Limited which is a financial institution licensed under the Section 6 of the Banking Act CAP 46.04 and is
listed in the Botswana Stock Exchange. Brunei Darussalam: This document is being distributed in Brunei
Darussalam by, and is attributable to, Standard Chartered Bank (Brunei Branch) | Registration Number RFC/61.
Standard Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number
ZC18 and Standard Chartered Securities (B) Sdn Bhd, which is a limited liability company registered with the
Registry of Companies with Registration Number RC20001003 and licensed by Autoriti Monetari Brunei Darussalam
as a Capital Markets Service License Holder with License Number AMBD/R/CMU/S3-CL. China Mainland: This
document is being distributed in China by, and is attributable to, Standard Chartered Bank (China) Limited which is
mainly regulated by China Banking and Insurance Regulatory Commission (CBIRC), State Administration of Foreign
Exchange (SAFE), and People’s Bank of China (PBOC). Hong Kong: In Hong Kong, this document, except for any
portion advising on or facilitating any decision on futures contracts trading, is distributed by Standard Chartered
Bank (Hong Kong) Limited (“SCBHK”), a subsidiary of Standard Chartered PLC. SCBHK has its registered address
at 32/F, Standard Chartered Bank Building, 4-4A Des Voeux Road Central, Hong Kong and is regulated by the
Hong Kong Monetary Authority and registered with the Securities and Futures Commission (“SFC”) to carry on Type
1 (dealing in securities), Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type 9 (asset
management) regulated activity under the Securities and Futures Ordinance (Cap. 571) (“SFO”) (CE No. AJI614).
The contents of this document have not been reviewed by any regulatory authority in Hong Kong and you are
advised to exercise caution in relation to any offer set out herein. If you are in doubt about any of the contents of
this document, you should obtain independent professional advice. Any product named herein may not be offered
or sold in Hong Kong by means of any document at any time other than to “professional investors” as defined in the
SFO and any rules made under that ordinance. In addition, this document may not be issued or possessed for the
purposes of issue, whether in Hong Kong or elsewhere, and any interests may not be disposed of, to any person
unless such person is outside Hong Kong or is a “professional investor” as defined in the SFO and any rules made
under that ordinance, or as otherwise may be permitted by that ordinance. In Hong Kong, Standard Chartered
Private Bank is the private banking division of Standard Chartered Bank (Hong Kong) Limited. Ghana: Standard
Chartered Bank Ghana Limited accepts no liability and will not be liable for any loss or damage arising directly or
indirectly (including special, incidental or consequential loss or damage) from your use of these documents. Past
performance is not indicative of future results and no representation or warranty is made regarding future
performance. You should seek advice from a financial adviser on the suitability of an investment for you, taking into
account these factors before making a commitment to invest in an investment. To unsubscribe from receiving further
updates, please click here. Please do not reply to this email. Call our Priority Banking on 0302610750 for any
questions or service queries. You are advised not to send any confidential and/or important information to the Bank
via e-mail, as the Bank makes no representations or warranties as to the security or accuracy of any information
transmitted via e-mail. The Bank shall not be responsible for any loss or damage suffered by you arising from your
decision to use e-mail to communicate with the Bank. India: This document is being distributed in India by Standard
Chartered Bank in its capacity as a distributor of mutual funds and referrer of any other third party financial products.
Standard Chartered Bank does not offer any ‘Investment Advice’ as defined in the Securities and Exchange Board
of India (Investment Advisers) Regulations, 2013 or otherwise. Services/products related securities business offered
by Standard Charted Bank are not intended for any person, who is a resident of any jurisdiction, the laws of which
imposes prohibition on soliciting the securities business in that jurisdiction without going through the registration
requirements and/or prohibit the use of any information contained in this document. Indonesia: This document is
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being distributed in Indonesia by Standard Chartered Bank, Indonesia branch, which is a financial institution
licensed, registered and supervised by Otoritas Jasa Keuangan (Financial Service Authority). Jersey: The Jersey
Branch of Standard Chartered Bank is regulated by the Jersey Financial Services Commission. Copies of the latest
audited accounts of Standard Chartered Bank are available from its principal place of business in Jersey: PO Box
80, 15 Castle Street, St Helier, Jersey JE4 8PT. Standard Chartered Bank is incorporated in England with limited
liability by Royal Charter in 1853 Reference Number ZC 18. The Principal Office of the Company is situated in
England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. The
Jersey Branch of Standard Chartered Bank is also an authorised financial services provider under license number
44946 issued by the Financial Sector Conduct Authority of the Republic of South Africa. Jersey is not part of the
United Kingdom and all business transacted with Standard Chartered Bank, Jersey Branch and other SC Group
Entity outside of the United Kingdom, are not subject to some or any of the investor protection and compensation
schemes available under United Kingdom law. Kenya: This document is being distributed in Kenya by, and is
attributable to Standard Chartered Bank Kenya Limited. Investment Products and Services are distributed by
Standard Chartered Investment Services Limited, a wholly owned subsidiary of Standard Chartered Bank Kenya
Limited (Standard Chartered Bank/the Bank) that is licensed by the Capital Markets Authority as a Fund Manager.
Standard Chartered Bank Kenya Limited is regulated by the Central Bank of Kenya. Malaysia: This document is
being distributed in Malaysia by Standard Chartered Bank Malaysia Berhad. Recipients in Malaysia should contact
Standard Chartered Bank Malaysia Berhad in relation to any matters arising from, or in connection with, this
document. Nigeria: This document is being distributed in Nigeria by Standard Chartered Bank Nigeria Limited (“the
Bank”), a bank duly licensed and regulated by the Central Bank of Nigeria. The Bank accepts no liability for any
loss or damage arising directly or indirectly (including special, incidental or consequential loss or damage) from your
use of these documents. You should seek advice from a financial adviser on the suitability of an investment for you,
taking into account these factors before making a commitment to invest in an investment. To unsubscribe from
receiving further updates, please click the link at the bottom of this email or send an email to clientcare.ng@sc.com
requesting to be removed from our mailing list. Please do not reply to this email. Call our Priority Banking on 012772514 for any questions or service queries. The Bank shall not be responsible for any loss or damage arising
from your decision to send confidential and/or important information to the Bank via e-mail, as the Bank makes no
representations or warranties as to the security or accuracy of any information transmitted via e-mail. Pakistan:
This document is being distributed in Pakistan by, and attributable to Standard Chartered Bank (Pakistan) Limited
having its registered office at PO Box 5556, I.I Chundrigar Road Karachi, which is a banking company registered
with State Bank of Pakistan under Banking Companies Ordinance 1962 and is also having licensed issued by
Securities & Exchange Commission of Pakistan for Security Advisors. Standard Chartered Bank (Pakistan) Limited
acts as a distributor of mutual funds and referrer of other third-party financial products. Singapore: This document
is being distributed in Singapore by, and is attributable to, Standard Chartered Bank (Singapore) Limited
(Registration No. 201224747C/ GST Group Registration No. MR-8500053-0, “SCBSL”). Recipients in Singapore
should contact SCBSL in relation to any matters arising from, or in connection with, this document. SCBSL is an
indirect wholly owned subsidiary of Standard Chartered Bank and is licensed to conduct banking business in
Singapore under the Singapore Banking Act, Chapter 19. Standard Chartered Private Bank is the private banking
division of SCBSL. IN RELATION TO ANY SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT
REFERRED TO IN THIS DOCUMENT, THIS DOCUMENT, TOGETHER WITH THE ISSUER DOCUMENTATION,
SHALL BE DEEMED AN INFORMATION MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SECURITIES
AND FUTURES ACT, CHAPTER 289 (“SFA”)). THIS DOCUMENT IS INTENDED FOR DISTRIBUTION TO
ACCREDITED INVESTORS, AS DEFINED IN SECTION 4A(1)(a) OF THE SFA, OR ON THE BASIS THAT THE
SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT MAY ONLY BE ACQUIRED AT A
CONSIDERATION OF NOT LESS THAN S$200,000 (OR ITS EQUIVALENT IN A FOREIGN CURRENCY) FOR
EACH TRANSACTION. Further, in relation to any security or securities-based derivatives contract, neither this
document nor the Issuer Documentation has been registered as a prospectus with the Monetary Authority of
Singapore under the SFA. Accordingly, this document and any other document or material in connection with the
offer or sale, or invitation for subscription or purchase, of the product may not be circulated or distributed, nor may
the product be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly
or indirectly, to persons other than a relevant person pursuant to section 275(1) of the SFA, or any person pursuant
to section 275(1A) of the SFA, and in accordance with the conditions specified in section 275 of the SFA, or pursuant
to, and in accordance with the conditions of, any other applicable provision of the SFA. In relation to any collective
investment schemes referred to in this document, this document is for general information purposes only and is not
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an offering document or prospectus (as defined in the SFA). This document is not, nor is it intended to be (i) an
offer or solicitation of an offer to buy or sell any capital markets product; or (ii) an advertisement of an offer or
intended offer of any capital markets product. Deposit Insurance Scheme: Singapore dollar deposits of non-bank
depositors are insured by the Singapore Deposit Insurance Corporation, for up to S$75,000 in aggregate per
depositor per Scheme member by law. Foreign currency deposits, dual currency investments, structured deposits
and other investment products are not insured. This advertisement has not been reviewed by the Monetary Authority
of Singapore. Taiwan: Standard Chartered Bank (“SCB”) or Standard Chartered Bank (Taiwan) Limited (“SCB
(Taiwan)”) may be involved in the financial instruments contained herein or other related financial instruments. The
author of this document may have discussed the information contained herein with other employees or agents of
SCB or SCB (Taiwan). The author and the above-mentioned employees of SCB or SCB (Taiwan) may have taken
related actions in respect of the information involved (including communication with customers of SCB or SCB
(Taiwan) as to the information contained herein). The opinions contained in this document may change, or differ
from the opinions of employees of SCB or SCB (Taiwan). SCB and SCB (Taiwan) will not provide any notice of any
changes to or differences between the above-mentioned opinions. This document may cover companies with which
SCB or SCB (Taiwan) seeks to do business at times and issuers of financial instruments. Therefore, investors
should understand that the information contained herein may serve as specific purposes as a result of conflict of
interests of SCB or SCB (Taiwan). SCB, SCB (Taiwan), the employees (including those who have discussions with
the author) or customers of SCB or SCB (Taiwan) may have an interest in the products, related financial instruments
or related derivative financial products contained herein; invest in those products at various prices and on different
market conditions; have different or conflicting interests in those products. The potential impacts include market
makers’ related activities, such as dealing, investment, acting as agents, or performing financial or consulting
services in relation to any of the products referred to in this document. UAE: DIFC - Standard Chartered Bank is
incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18.The Principal Office
of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is
authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential
Regulation Authority. Standard Chartered Bank, Dubai International Financial Centre having its offices at Dubai
International Financial Centre, Building 1, Gate Precinct, P.O. Box 999, Dubai, UAE is a branch of Standard
Chartered Bank and is regulated by the Dubai Financial Services Authority (“DFSA”). This document is intended for
use only by Professional Clients and is not directed at Retail Clients as defined by the DFSA Rulebook. In the DIFC
we are authorised to provide financial services only to clients who qualify as Professional Clients and Market
Counterparties and not to Retail Clients. As a Professional Client you will not be given the higher retail client
protection and compensation rights and if you use your right to be classified as a Retail Client we will be unable to
provide financial services and products to you as we do not hold the required license to undertake such activities.
For Islamic transactions, we are acting under the supervision of our Shariah Supervisory Committee. Relevant
information on our Shariah Supervisory Committee is currently available on the Standard Chartered Bank website
in the Islamic banking section at: https://www .sc. com/en/banking/ islamic-banking/islamic-banking-disclaimers/
UAE: For residents of the UAE – Standard Chartered Bank UAE does not provide financial analysis or consultation
services in or into the UAE within the meaning of UAE Securities and Commodities Authority Decision No. 48/r of
2008 concerning financial consultation and financial analysis. Uganda: Our Investment products and services are
distributed by Standard Chartered Bank Uganda Limited, which is licensed by the Capital Markets Authority as an
investment adviser. United Kingdom: Standard Chartered Bank (trading as Standard Chartered Private Bank) is
an authorised financial services provider (license number 45747) in terms of the South African Financial Advisory
and Intermediary Services Act, 2002. Vietnam: This document is being distributed in Vietnam by, and is attributable
to, Standard Chartered Bank (Vietnam) Limited which is mainly regulated by State Bank of Vietnam (SBV).
Recipients in Vietnam should contact Standard Chartered Bank (Vietnam) Limited for any queries regarding any
content of this document. Zambia: This document is distributed by Standard Chartered Bank Zambia Plc, a
company incorporated in Zambia and registered as a commercial bank and licensed by the Bank of Zambia under
the Banking and Financial Services Act Chapter 387 of the Laws of Zambia.

