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Steady Momentum

August proved broadly supportive for markets, with sentiment buoyed by evidence of resilient
global activity and contained inflation, even as softer US labor data weighed on headlines. Yet
much of this optimism is already embedded in equity valuations, which remain elevated relative
to long-term averages, particularly in the US. Against this backdrop, investors should prioritize
diversification across regions and asset classes to guard against risks of a slowdown and the
potential resurgence of inflation as tariff increases filter into consumer prices.

Equities: In August, developed market equities delivered solid gains, rising 2.6%. Japan led the
way as the TOPIX index advanced on the back of supportive economic data and a new US-Japan
trade deal. The US market also posted positive results, with the S&P 500 up 2.0%. Despite mid-
month volatility tied to weaker labor data and skepticism over Al’s revenue impact, strong
earnings and upbeat manufacturing PMI supported equities. The administration’s
announcement of a 10% stake in Intel to bolster domestic semiconductor production also added
momentum. In Europe, the MSCI Europe ex-UK gained 1.2%, although French equities were a
drag amid political turbulence and a vote of no confidence in the government. Emerging
markets advanced over the month, with strength in China helping the MSCI Emerging Markets
Index gain 1.5%. Sentiment was buoyed by the extension of the US-China trade truce through
November 10th, which provided a tailwind for export-oriented companies.

Forward P/E as % of 20-Year PE (U.S. Stocks)

Value Blend Growth
Large 123.6% 138.2% 153.3%
Mid 110.0% 109.6% 139.6%
Small 108.2% 105.8% 113.0%

Source: JP Morgan Asset Management. As of August 31, 2025

Active manager outperformance has steadily declined in 2025, falling from 60% in Q1 to just
40% by the end of July. The main driver has been the sharp rebound of mega-cap names, most
notably Nvidia, which now represents 8% of the S&P 500. Because active managers rarely
allocate such a large weight to a single stock, they have struggled to keep pace with the
benchmark. This trend highlights both the challenges for active strategies in today’s market and
the increasing concentration risk within the S&P 500, which now resembles a concentrated
portfolio rather than a broadly diversified index.

Fixed Income: Overall, August featured Treasury strength, Fed-driven repricing of policy
expectations, corporate credit softness, and broad outperformance in securitized products.
Yields fell at the front end of the curve, with the 2-year and 10-year dropping 34 and 15 basis
points, respectively. The 30-year edged slightly higher, and futures priced in two quarter-point
cuts by year-end following Fed Chair Powell’s comments at Jackson Hole. Corporate credit
lagged Treasuries after briefly touching their tightest levels in nearly three decades, with
industrials and financials underperforming; valuations, particularly in industrials, remain
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stretched given inflation concerns. By contrast, securitized sectors outperformed. Agency RMBS
led, supported by low-interest rate volatility and Powell’s tone. CMBS also outperformed while
ABS continues to benefit from strong demand. Bond market vigilantes have begun stirring
overseas, but conditions in the U.S. have remained comparatively steady. The Fed is expected to
follow other central banks and begin easing monetary policy in September.

U.S. Treasury Yield Changes

YTM Change from Previous Month
3 Month 4.14% -0.20%
1 Year 3.83% -0.26%
2 Year 3.62% -0.34%
3 Year 3.58% -0.32%
5 Year 3.70% -0.28%
10 Year 4.23% -0.15%
30 Year 4.93% +0.03%

Source: Bloomberg

Real Assets: In August, REITs outperformed broader equities, with the FTSE NAREIT All Equity
REITs Index rising 3.3%. Healthcare leads sector performance year-to-date, followed by
diversified and gaming. Commodities also ended the month mostly higher despite volatility, as
energy markets reacted to OPEC+ and U.S. shale developments and grains found support from
strong demand and export competitiveness. Gold surged to nearly $3,400 per ounce, lifted by a
dovish Federal Reserve, a weaker dollar, and increased geopolitical tensions, alongside strong
central bank and ETF demand.

When U.S. tariffs were first announced, companies faced uncertainty about how long and how
severe the policy would be. To avoid alienating customers with immediate price hikes, many
firms initially absorbed the costs within their profit margins. Some also relied on stockpiled
inventories of imported goods purchased before tariffs took effect, which allowed them to
maintain pre-tariff pricing temporarily and shield consumers from higher costs. That early
buffer, however, appears to be fading. As inventories decline and tariff levels become clearer,
businesses are being forced to make tougher decisions about whether and how much of these
costs to pass on to consumers. The extent of pass-through will vary widely depending on
product type and market dynamics. Companies selling goods with inelastic demand have more
room to raise prices without losing customers, while those targeting more price-sensitive buyers
will face greater challenges. Ultimately, tariff effects are likely to be uneven, shaped by factors
such as demand elasticity, competitive pressures, and pricing power, producing a gradual and
partial transmission of costs to consumers rather than a uniform shift across the economy.

Diversifying Strategies: Hedge funds delivered their fourth straight month of strong gains in
August, supported by rising equity markets, falling bond yields, and expectations for Fed rate
cuts. Equity Hedge strategies led performance, with the HFRI Equity Hedge (Total) Index up
+3.3%, driven by standout results from healthcare and fundamental equity specialists. Event-
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Driven strategies also performed well, gaining +2.0% for the month and +8.8% over the past
four months. Macro funds advanced +1.5%, supported by both discretionary thematic and
systematic diversified approaches, while Relative Value strategies rose +1.1%, helped by
strength in convertible arbitrage and sovereign debt sub-strategies. Year-to-date, Equity Hedge
remains the top-performing category, up +10.9%.

Public markets have recently dominated attention, with the S&P 500 hitting record highs and
putting pressure on private markets to keep pace. Preqin data through Q1 2025 shows private
equity still ahead on a 10-year basis (266% cumulative return vs. 225% for the S&P 500), but a
slowdown in exits has weighed on more recent performance, creating a growing disconnect. In
contrast, infrastructure and private debt have shown resilience in volatile conditions. Over the
year ending Q1 2025, infrastructure returned 9.2% and private debt 7.9%, both falling neatly
within or above investors’ typical target ranges. The difference in roles is increasingly clear.
Private equity seeks to deliver outsized returns but faces near term headwinds from high rates
and exit delays. Infrastructure and private debt, while unlikely to outpace equities over the long-
term, serve as a diversifier and complement to traditional income assets. For investors, the
challenge lies in balancing return targets, liquidity needs, cost, and risk preferences in private
assets.

Exhibit 1: Asset Class Returns (2016 — YTD 2025)

2016 2018 2019 2020 2021 2022 2023 2024 YTD

High Yield IG Bonds US Equity US Equity US Equity Cmdty US Equity US Equity
17.1% 0.0% 31.5% 18.4% 28.7% 16.1% 26.3% 25.0%

US Equity US Equity High Yield REITs 60/40 REITs Diversifying 60/40 60/40 US Equity
12.0% 21.8% -2.1% 23.1% 14.0% 27.2% -1.7% 18.0% 15.5% 10.8%
Cmdty 60/40 60/40 60/40 Cmdty High Yield Diversifying
11.8% 14.5% -2.6% 22.4% 27.1% -11.2% 9.8%

60/40 REITs US Equity Diversifying 60/40 IG Bonds High Yield High Yield 60/40
8.3% 11.4% -4.4% 8.4% 16.6% -13.0% 13.5% 8.2% 8.5%
REITs i Diversifying High Yield IG Bonds Diversifying REITs Cmdty
5.0% -4.7% 14.3% 7.5% 9.8% 10.9% 7.1%
Diversifying REITs Diversifying High Yield 60/40 Diversifying Cmdty High Yield
4.8% -4.7%% 8.9% 7.1% -16.1% 7.4% 5.4% 6.4%
IG Bonds Cmdty IG Bonds Cmdty High Yield US Equity G Bonds REITs Diversifying
3.5% -11.3% 8.7% -3.1% 5.3% -18.1% 5.5% 2.0% 5.8%
IG Bonds Cmdty Cmdty REITs 1G Bonds REITs Cmdty IG Bonds IG Bonds
2.7% 1.7% 7.7% -8.2% -1.5% -24.4% -7.9% 1.3% 5.0%

Source: IG Bonds = Bloomberg US Aggregate; US Equity = S&P500; Intl Equity = MSCI ACWI xUS; High Yield = Bloomberg US Corporate High Yield;
REITs = FTSE EPRA/NAREIT Developed; Cmdty = Bloomberg Commodity; Diversifying = HFN Hedge Fund Aggregate; 60/40 =
60%S&P500/40%Bloomberg US Aggregate

Page | 3 ‘-QGTC

Global Trust Company



GTC Market Review | August 2025

About Global Trust Company

Global Trust Company (GTC) is a non-depository trust company providing fiduciary and trustee
services for some of the largest, most complex institutional asset owners. Our open
architecture platform allows us to create customized solutions that are uniquely tailored for
each client. Founded in 2008 as a subsidiary of Northeast Retirement Services, LLC (NRS), we
currently manage non-registered pooled vehicles including proprietary and non-proprietary
collective investment trusts, LLCs, and group trusts supporting the needs of the ERISA and non-
ERISA institutional investment community.

Call us today at 781-970-5034 or email information@globaltrustco.com to learn more about
our trustee services solutions.
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Disclosure

This newsletter is limited to the dissemination of general information pertaining to Global Trust
Company’s Trustee Services. As such nothing herein should be construed as the provision of
personalized investment advice. The information contained herein is based upon certain assumptions,
theories and principles that do not completely or accurately reflect your specific circumstances.
Information presented herein is subject to change without notice and should not be considered as a
solicitation to buy or sell any fund. Adhering to the assumptions, theories and principles serving the
basis for the information contained herein should not be interpreted to provide a guarantee of future
performance or a guarantee of achieving overall financial objectives. As investment returns, inflation,
taxes and other economic conditions vary, the funds actual results may vary significantly. Furthermore,
this newsletter contains certain forward-looking statements that indicate future possibilities. Due to
known and unknown risks, other uncertainties and factors, actual results may differ materially from the
expectations portrayed in such forward-looking statements. Readers are cautioned not to place undue
reliance on forward-looking statements, which speak only as of a specific date. As such, there is no
guarantee that the views and opinions expressed in this article will come to pass. This newsletter should
not be construed to limit or otherwise restrict Global Trust Company’s investment decisions.

This newsletter contains information derived from third party sources. Although we believe these third-
party sources to be reliable, we make no representations as to the accuracy or completeness of any
information prepared by any unaffiliated third party incorporated herein, and take no responsibility
therefore. Some portions of this newsletter include the use of charts or graphs. These are intended as
visual aids only, and in no way should any client or prospective client interpret these visual aids as a
method by which investment decisions should be made. We have provided performance results of
certain market indices for illustrative purposes only as it is not possible to directly invest in an index.
Indices are unmanaged, hypothetical vehicles that serve as market indicators and do not account for the
deduction of management fees or transaction costs generally associated with investable products, which
otherwise have the effect of reducing the performance of an actual investment portfolio. It should not
be assumed that the fund’s performance will correspond directly to any benchmark index. A description
of each index is available from us upon request.

Page | 5 gGTC

Global Trust Company





