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NEED TO KNOW 

▪ Stable inflation for July and hence a lower chance of a Fed rate 
hike allowed equities to reach new all-time highs at mid-month.  

▪ The ongoing tensions in the Middle East keep oil prices above 
$90/bbl. Short-term inflation expectations are increasing.  

▪ Long-term interest rates are moving up on solid economic growth, 
higher expected inflation and worries about US debt levels. 

▪ Precious metals and bitcoin are benefitting from political and 
economic policies uncertainties. 
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 August was not only another very warm summer month; it was also rich 
in developments. First, we saw confirmation of exceptional earnings and 
revenue growth in the USA, supporting further equity gains. Second, the 
war in Iran shows no signs of easing, oil prices remain elevated, inflation 
fears have resurfaced, global uncertainty has increased, and gold and 
bitcoin have become more attractive. Finally, and not least, higher long-
term interest rates have caught investors’ attention. 

The successive heat waves we have experienced since June, with record-
breaking temperatures, led us to prefer the cooler air of the Alpine mountain 
range. Reaching for the highs is precisely what financial markets did in August, 
with the S&P 500 touching 7,789 points mid-month. Equity markets reacted 
positively to reassuring inflation data at 3.4%, despite higher oil and gasoline 
prices, as the probability of Fed rate hikes declined. The second-quarter 
earnings season also supported the positive sentiment, with earnings growth 
reaching an extraordinary 50% year on year, following 30% in the first quarter. 
The technology and energy sectors posted the highest year-on-year earnings 
growth, while healthcare surprised most with better-than-expected figures. 
Expected earnings growth for the third and fourth quarters remains at very 
high levels of 29% and 27%, respectively, before mechanically slowing in 2027. 
If these expectations are met, such a streak of strong earnings growth would 
be quite unusual outside an economic recovery phase. Like mountaineers in 
the Alps during a heatwave, it feels good to be at such highs, but as the heat 
persists the terrain becomes less stable and rocks may give way. High 
expectations are easier to disappoint, and even marginal bad news could hurt 
sentiment. Nevertheless, we maintain our preference for equities over bonds, 
as positive factors outweigh negative ones. 

After a prolonged decline from the February highs, gold prices found stability 
over the summer around $4,000/oz before rebounding in August by nearly 
10%. A weaker US dollar and higher near-term inflation expectations 
supported the rebound in precious metals. This nascent enthusiasm was, 
however, tempered after the Jackson Hole economic symposium, where Fed 
Chair Kevin Warsh made clearer his commitment to fighting inflation. 

The other neglected asset, bitcoin, rebounded strongly in August as President 
Trump vocally supported the Clarity Act, a comprehensive cryptocurrency 
market-structure bill. Bitcoin ETFs recorded fresh inflows, signalling that 
institutional buyers were returning, while the sudden rebound forced some 
traders to unwind their short positions. It remains to be seen whether this 
technical relief has legs, but we have sympathy for growth assets that have 
been overlooked for some time. 

Finally, the market attention has switched to long-term interest rates that 
keep on climbing in most of developed markets. The 30-year US Treasury rate 
reached 5.30%, the highest level since 2007. We stay short duration.   
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RISK INDICATOR THE VIEWS  

The Bluebox risk indicator has 
remained low in August indicating a 
mildly pro-growth positioning. We do 
not see any signs of complacency in 
the risk sub-indicators. Markets 
remain unaffected by the higher oil 
price, ongoing geopolitical turmoil or 
higher bond yields.     

   

  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The BlueBox Global Risk Indicator 
summarizes 20 market variables such 
as implied volatilities, implied 
correlations, or credit spreads into a 
normalized index. A positive number 
indicates a higher-than-average risk 
level, i.e. market stress. Low levels are 
indicators of normally behaving 
markets, while strongly negative 
readings (<-1) correspond to market 
complacency. The indicator is global 
and can be compared to a 
speedometer of financial markets. 
Please contact us for further 
information.  

Interest rates are back in focus  

Although financial assets tend to reflect their fundamental value over the long 
term, in the short term investors are influenced by the prevailing market 
narrative. The focus can shift depending on economic developments, 
policies, political events, product innovation, or any factor that captures 
investors’ interest and affects financial returns. This can give rise to 
consensus trades, sometimes crowded trades, that may be unwound as 
fatigue sets in and a new narrative emerges. 

As markets were temporarily reassured on the AI theme following the second-
quarter earnings season, attention has shifted to rising interest rates. Ten- to 
thirty-year government bond yields have been trending higher since the 
beginning of the year across most developed markets. The 30-year US 
Treasury reached 5.30%, a level not seen in the past 19 years, while Japanese 
20-year yields reached 3.9%, the highest since 1996. The US budget deficit 
and the $40 trillion debt level are cited as the root cause, or at least feature 
centrally in this narrative. A closer look reveals that other factors are also at 
play, such as resilient economic growth and persistently, and perhaps 
structurally, higher inflation. Importantly, rising political uncertainty and 
geopolitical tensions are impairing investor confidence in long-dated 
maturities. All of this is bearish for bonds. 

To date, the increase in global interest rates has been orderly and has not 
created market stress. However, psychological levels, such as 5% for the US 
10-year yield, could heighten investor nervousness. This is an important 
consideration, as the value of long-duration assets would be impaired by a 
higher cost of capital. The crowded AI theme is therefore at risk from both 
higher financing costs for infrastructure and a shifting narrative. As higher 
yields could trigger another growth scare and risk-off episode, we will monitor 
developments related to US Treasuries closely. If proof were needed that the 
situation is serious, the US Treasury has been buying US Treasury bonds in an 
attempt to keep yields in check. The initial market reaction has been to 
interpret this as a signal that the Treasury is prepared to do more, while it also 
shows that it finds the situation concerning.  

In conclusion, if the rise in bond yields does not pause, the market narrative 
could turn decisively more bearish for equities. We view this potential shift in 
narrative as a risk, but we nevertheless remain in favour of equities, as the 
positive factors underpinning the uptrend in equity markets remain firmly in 
place.  
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CONTACT 

Blue Box Wealth Management S.A. 

36, Boulevard Helvétique 

1207 Geneva  

Switzerland 

info@blueboxwm.com 

www.blueboxwm.com 

  
 

 

 

 

 

 

 

 

 

 

 

IMPORTANT INFORMATION 

This is a marketing communication issued by Blue Box Wealth Management S.A. (hereinafter “BlueBox"). It is not intended for distribution, publication, or use in any jurisdiction where such 

distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a marketing communication. 

This marketing communication is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe, to purchase, sell or hold any security or financial 

instrument. It contains the opinions of BlueBox, as at the date of issue. These opinions and the information contained herein do not take into account an individual’s specific circumstances, 

objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate to individual circumstances or that any investment or strategy constitutes personalized 

investment advice to any investor. Tax treatment depends on the individual circumstances of each person and may be subject to change in the future. BlueBox does not provide tax advice. 

Therefore, you must verify the above and all other information provided in the marketing communication or otherwise review it with your external tax advisors. Some investment products and 

services, including custody may be subject to legal restrictions or may not be available worldwide on an unrestricted basis. 

The information and analysis contained herein are based on sources considered to be reliable. BlueBox makes its best efforts to ensure the timeliness, accuracy, and completeness of the 

information contained in this marketing communication. Nevertheless, all information and opinions as well as the prices, market valuations and calculations indicated herein may change without 

notice. Investments are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, obtain independent 

professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. Past performance is no guarantee of current or future returns, and the investor 

may receive back less than he/she invested. The value of any investment in a currency other than the base currency of a portfolio is subject to foreign exchange rate risk. These rates may 

fluctuate and adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject to supply and demand. 

Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting in price volatility and making it difficult to obtain a price to 

dispose of the asset. 

United States: Neither this document nor any copy thereof may be sent, taken into, or distributed in the United States of America, any of its territories or possessions or areas subject to its 

jurisdiction, or to or for the benefit of a United States Person. For this purpose, the term "United States Person" shall mean any citizen, national or resident of the United States of America, 

partnership organized or existing in any state, territory or possession of the United States of America, a corporation organized under the laws of the United States or of any state, territory or 

possession thereof, or any estate or trust that is subject to United States Federal income tax regardless of the source of its income. 

This marketing communication may not be reproduced (in whole or in part), transmitted, modified, or used for any public or commercial purpose without the prior written permission of BlueBox. 

© 2025 BlueBox Wealth Management – all rights reserved.  
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