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In this latest edition our Head of Multi-Asset Solutions UK, Stefano Amato, looks at how key 
themes impacted markets in July: spiking infection rates, positive economic growth and China’s 
crackdown on technology and education companies. 
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Market Overview

Stock markets became turbulent near the end of July 
as the Delta variant of COVID-19 secured a wider grip 
and China’s crackdown on technology and education 
companies reverberated around the world. Overall, global 
stock markets generated modest positive returns, but 
there was a distinct difference in performance between 
individual markets. The US and Europe were both in 
positive territory with low single-digit returns, followed by 
the UK, while much of Asia Pacific was negative owing to 
the Chinese Government’s actions.

While vaccination programmes continued to progress 
around the world and many economies were in the process 
of re-opening, the rise of the Delta variant was a major 
focal point as global COVID-19 cases increased over the 
month. 

Europe and the UK

Throughout July, COVID-19 cases in the UK reached levels 
not seen since January as the so-called ‘third wave’ of the 
pandemic took hold. However, hospitalisations remained 
lower than in previous waves and there was a noticeable 
drop-off of new infections towards the end of the month. 
During the month, the UK Government withdrew all 
remaining COVID-19 restrictions, allowing businesses to 
return to normal operation. The EY Independent Treasury

Economic Model (ITEM) Club - a forecasting group - 
estimated that the UK’s economy was growing at its fastest 
pace for 80 years.¹ Inflation climbed to 2.5%², although 
spiking infection rates were still taking their toll. With 
employees self-isolating in larger numbers, businesses 
reported shortages of staff and materials, which caused 
business activity to grow at a slower rate than previous 
months.

Across the English Channel in the Eurozone, business 
activity grew at its fastest pace for 21 years in July³ as the 
economy continued to re-open. There had been concerns 
in the spring that Europe’s vaccination programme was 
well behind that of North America and the UK, but by 
the end of July the trading bloc had overtaken the US in 
terms of total first doses provided. As economic activity 
ramped up, so too did prices on consumer goods. Inflation 
in the Eurozone increased to 2.2% in July from 1.9% in the 
previous month.⁴
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markets, the ongoing COVID-19 pandemic continues to 
be a cause for concern. The progress being made with 
vaccination programmes appears to be helping to control 
the virus, but there are parts of the world that remain to 
be vaccinated, such as the emerging markets. The longer 
these regions of the world remain unvaccinated, the more 
likely it will be that we see difficult conditions for stock 
markets and economies to continue.

Outlook

We continue to have a positive outlook for stock markets 
and economies given that support from governments and 
central banks remain in place. While inflation in some 
parts of the world, such as the UK, US and Eurozone, has 
increased, markets now seem to be assuming that this is a 
short-term spike rather than a long-term trend. Similarly, 
central banks have signalled that they are prepared to 
allow inflation to rise above target rather than increase 
interest rates too early. While this is positive for stock 

US

Much like other parts of the world, COVID-19 cases 
spiked in parts of the US in July, driven by the Delta 
variant. Business activity grew at a moderate pace for the 
second month due to labour shortages and supply chain 
constraints, as has been the case in other parts of the 
world. Nevertheless, the numbers continued to move in 
the right direction over the month, suggesting a sustained 
recovery. While business activity grew at a slightly slower 
pace, the number of people claiming unemployment 
benefits fell to 400,000 in the final week of July, down 
from more than 900,000 in January.⁵ Meanwhile, the 
Commerce Department reported that economic growth 
reached 6.5%⁶ in the second quarter, allowing the 
economy to surpass its pre-pandemic level for the first 
time.

Asia and Emerging Markets

Countries in Asia were unable to escape the conditions 
affecting other parts of the world, namely rising cases of 
COVID-19, supply chain interruptions and shortages of 
materials and labour. China’s manufacturing activity grew 
in July, but at the slowest rate for 16 months.⁷ This was 

due to higher material costs, equipment maintenance 
and extreme weather events such as floods. Away from 
the pandemic, China dominated headlines in July as 
the government continued its regulatory crackdown on 
technology companies. Throughout the past year, the 
Chinese Government has been tightening regulations on 
rapidly growing technology companies. In July it went 
a step further by banning a ride-hailing app and forcing 
educational companies to convert to non-profit status. 
Stock markets in China fell significantly on the news, which 
had a ripple effect on markets around the world.

In Japan, the delayed Summer Olympics began at a time 
when COVID-19 cases were surging. Unlike many other 
major economies, Japan’s vaccination rate has been 
sluggish, with just 28% of the population having received 
two doses by the end of the month.⁸ Even so, the economy 
has recently picked up. Manufacturing output was fairly 
strong in July thanks to an improving global economy, but 
companies faced the same supply chain and shortage of 
materials as elsewhere in the world.
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Important Information

This material is for information purposes only and does not constitute an offer or solicitation to buy or sell any securities or 
other financial instruments, or to provide investment advice or services.

The information relating to investments is based on research and analysis we have carried out or bought for our own use 
and may have been made available to other members of the Santander Group which, in turn, may have acted on it. Opinions 
expressed within this document, if any, are current opinions as of the date stated and do not constitute investment or any 
other advice; the views are subject to change and do not necessarily reflect the views of Santander Asset Management as 
a whole or any part thereof.

The value of investments and any income is not guaranteed and can go down as well as up and may be affected by exchange 
rate fluctuations. This means that an investor may not get back the amount invested. Past performance is not a guide to 
future performance. 

Santander Asset Management UK Limited (Company Registration No. SC106669) is registered in Scotland at 287 St 
Vincent Street, Glasgow G2 5NB, United Kingdom. Authorised and regulated by the Financial Conduct Authority (FCA). FCA 
registered number 122491. You can check this on the Financial Services Register by visiting the FCA’s website 
www.fca.org.uk/register.                            

Santander and the flame logo are registered trademarks. santanderassetmanagement.co.uk.
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