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Global investment markets continued
their upward trajectory in July, with
equities experiencing many new highs

along the way as they followed the path of
least resistance as trade tensions
continued to ease.

The ASX 200 extended its gains in July, building on the
all-time high it set in June. This move came despite the
RBA holding rates steady and some rotation out of
financial stocks. The index went on to set a new record
high ahead of the August earnings season.

Australian equities rose +2.36%, with ten of the eleven
sectors finishing in positive territory. Healthcare was the
best performing sector +9.05%, followed by Energy
+5.71% and Utilities +5.11%. Meanwhile, Financials
were the worst performer down -1.02% while Consumer
staples (+0.59%) and Industrials (+2.03%) also
underperformed.

The best-performing company for the month was Clarity
Pharmaceuticals (CU6), rising 74.8% as it announced
that its Phase 2 Prostate Cancer Imaging trial completed
enrolment. The worst-performing stock in July was Boss
Energy (BOE), down 62.74% after announcing a profit
warning amid growing cost concerns.

The MSCI World ex-Australia Total Return Index (AUD)
gained 3.12% during July, as easing trade tensions
helped lift equities with some key trade deals being
made during the month.

The best performing sectors included Tech +4.05%,
Energy +2.30% and Utilites +2.17%. The worst
performers included Healthcare -3.25%, Consumer
Staples -2.75%, and Materials -1.46%.

In AUD terms the S&P 500 rose +4.41%, the Nasdaq
outperformed in the US rising +5.97%, while the Russell
2000 was also positive but the laggard, rising +3.91%.
European equities ended positive overall but with mixed
results. The FTSE rose strongly, up +4.24% while the
Euro Stoxx just finished in the green, adding +0.09%.

Infrastructure extended its strong performance into July,
gaining +1.55%, while property lagged other growth
assets, declining -0.22%.

Fixed Income also saw slightly negative returns over the
month as yields rose during July. International Fixed
Income fell -0.15%, while Australian Fixed Income had a
similar performance, falling -0.04%.
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' Past performance is not a reliable indicator of future performance.

The US dollar index (DXY) had its first positive month for
the year as the US struck trade deals with key partners,
but still saw it settle below the 100 mark. The DXY
recorded a 3.19% monthly gain. The AUD had the inverse
move despite the RBA rate holding during July, finishing
-2.37%, at 64.25¢, down from 65.81c.

Commodities delivered mixed results in July, with oil
prices surging +7.28% to $72.53/bbl, climbing back above
the $70 mark. Gold was slightly weaker, slipping -0.40%
to $3,289.83, while silver gained +1.67%. Iron ore had a
very strong month as stimulus from China drove price
action leading iron ore to rise +10.62% to $98.02/t.
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Over the past year many forecasters warned that once
the post-pandemic sugar hit faded, the U.S. economy
would stumble. Then came the Trump administrations
aggressive global tariff agenda which seemed destined
to tip the global economy into recession. As time has
passed, however we've come to learn that, ultimately,
there is more bark than bite to the tariffs and that many
forecasters had underestimated both the underlying
strength of the global economy and positive fiscal
impulse tied to the Trump administrations One Big
Beautiful Bill (OBBB), global defence spending, and Al
investment. As a result, the data keeps surprising on the
upside and the drivers of that strength look durable
enough to carry well into 2026.

Arguably the most under-appreciated force has been
global fiscal policy. Washington has continued to run
deficits of near 7% of GDP during an expansionary
phase of the business cycle. To some, this is a cause for
concern as it represents an unsustainable fiscal
dilemma which could derail the global economy at any
moment. Key to this scenario unfolding has been the US
economic and inflation picture, which have evolved
favourably on both fronts. In the background, the deficit
has effectively been keeping a steady stream of income
flowing through households and companies even while
the Federal Reserve is leaning against inflation. The
passage of the OBBB is now set to add roughly another
0.7% of GDP to demand over the next year, reinforcing
rather than damping economic momentum.

External tail-winds amplify that thrust. The broad trade-
weighted dollar has fallen about 8% this year, giving
exporters a margin boost and acting like a stealth rate
cut. A rule of thumb is that every 10% drop in the
currency stimulates growth about as much as a one-
percentage-point easing by the Fed. At the same time,
lower oil prices have cut the nation’s annual petrol bill by
roughly US$200 billion, freeing close to one per cent of
household disposable income for other spending.
Cheaper energy and a cheaper dollar are textbook
accelerants at this stage of the cycle.

Corporate America is making the most of the backdrop.
Non-financial capital expenditure is growing at an
annualised pace above 30%, led by a surge in spending
on computer hardware and data-centre equipment as
firms embed generative Al tools. Investment upswings of
this size do more than patch roofs; they create entirely
new capacity and jobs. Crucially, they also Iift
productivity.

Over the past six years U.S. labour-productivity growth
has averaged just under two per cent, double the trend of
the previous decade and not far below the late-1990s tech
boom. Faster productivity acts like a release valve: it
allows real wages and profits to rise together without
reigniting a wage-price spiral, underpinning both
consumer demand and equity valuations.

What about the risk that current optimism is just a bubble
driven by a handful of mega-cap technology stocks?
Valuations have certainly expanded, yet comparisons with
the late dot-com era are reassuring. Forward price-
earnings multiples for today’s market leaders remain well
below the extremes reached in the 1990s, and the share
of loss-making tech IPOs is a fraction of what it was back
then. History shows that bull markets usually end when
monetary policy turns restrictive, not simply when
valuations look rich. With core inflation drifting down and
productivity climbing, the Fed is still debating how soon to
cut, not whether to hike. That leaves plenty of runway
before monetary policy becomes a serious threat to risk
assets.

Put the strands together and a self-reinforcing expansion
emerges. Persistent fiscal support props up household
income and corporate revenues; a softer dollar and
cheaper energy amplify the stimulus; companies respond
with an investment boom centred on transformative
technology; productivity follows, capping inflation and
feeding back into profits; and real-time indicators confirm
that a mid-cycle acceleration is already under way. None
of these forces appears close to exhaustion, and several,
especially Al-driven capital deepening, are only just
gathering momentum.

For investors this backdrop carries two clear implications.
First, equities should continue to find support from both
earnings and capital flows, particularly in sectors linked to
automation, cloud infrastructure and energy efficiency. A
broad-based rally, rather than a narrow bubble, is
therefore the more probable outcome. Second, the bond
market vigilantes are set to be disappointed; real yields
are more likely to stay firm or even drift higher as growth
surprises on the upside alongside stable to falling inflation.
Even if inflation were to rise modestly, most inflation
scenarios lean market-friendly rather than growth
destructive.

Risks remain. An abrupt shift to fiscal restraint, a sudden
re-escalation in trade tensions or a geopolitical shock
could all derail the growth narrative. But barring such
surprises, the global economy will continue to expand at
or above trend, and this should translate to positive risk
asset performance.
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With a rich history dating back to 1955, Euroz Hartleys has forged a legacy of offering
best in class expertise and a dedication to excellence, integrity and professionalism. With
a client-first approach, Euroz Hartleys is committed to achieving the best investment
outcomes for private, institutional and corporate clients.
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