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Monthly Market Commentary (GRIP framework) - 

August 2025

Growth

My GRIP framework assesses growth using the Conference Board’s 

Leading Economic Index (LEI), a composite of ten forward-looking data 

series. The latest release from July 21, 2025, showed that the US LEI fell 

0.3 % in June to 98.8, and it declined 2.8 % over the first half of 2025, a 

much faster drop than the –1.3 % contraction over the second half of 2024 

[1]. The Conference Board warned that the six-month growth rate of the 

LEI weakened and that the diffusion index remained below 50, triggering a 

recession signal for a third consecutive month [2]. This negative six-month 

rate of change indicates that economic momentum continues to deteriorate 

even though GDP growth is still positive. Real GDP is projected to grow 

just 1.6 % in 2025 as the drag from tariffs and soft consumer confidence 

becomes more apparent [3].

https://www.prnewswire.com/news-releases/the-conference-board-leading-economic-index-lei-for-the-us-declined-in-june-302509575.html#:~:text=NEW%20YORK%2C%20July%2021%2C%202025,the%20second%20half%20of%202024
https://www.prnewswire.com/news-releases/the-conference-board-leading-economic-index-lei-for-the-us-declined-in-june-302509575.html#:~:text=NEW%20YORK%2C%20July%2021%2C%202025,the%20second%20half%20of%202024
https://www.prnewswire.com/news-releases/the-conference-board-leading-economic-index-lei-for-the-us-declined-in-june-302509575.html#:~:text=NEW%20YORK%2C%20July%2021%2C%202025,the%20second%20half%20of%202024
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Risk Appetite

I gauge risk appetite using the direction of high-yield credit spreads and 

investor positioning. High-yield spreads serve as a proxy for 

risk-on/risk-off behaviour; when they narrow (negative three-month rate of 

change) investors are adding risk, whereas widening spreads indicate risk 

aversion. MacKay Shields’ high-yield outlook notes that spreads bottomed 

at a 20-year low of 279 basis points in mid-February, spiked to 476 bps 

in early April after tariff announcements and then retraced to 321 bps by 

30 June [4]. This 155-bp narrowing over roughly three months signals a 

risk-on shift. Retail outflows in April were followed by sizable inflows in May 

and June, and institutional investors increased high-yield allocations as 

market volatility subsided [5]. The ICE BofA US High Yield Index 

spread-to-worst of 321 bps remains below its historical median [6].

State Street’s institutional Risk Appetite Index corroborates this optimism; 

their June update recorded a pro-risk reading of +0.36, with investors adding 

exposure to stocks, commodities and currencies [7][8]. Thus, despite slowing 

growth, risk appetite remains positive, aided by expectations of future 

policy easing and robust credit fundamentals.

https://www.newyorklifeinvestments.com/mackay-shields/insights/specialty-fixed-income-outlooks-3q25/high-yield-3q-2025-outlook#:~:text=The%20ICE%20BofA%20US%20High,55
https://www.newyorklifeinvestments.com/mackay-shields/insights/specialty-fixed-income-outlooks-3q25/high-yield-3q-2025-outlook#:~:text=since%20May%20%E2%80%94%20driven%20by,investor%20demand%20for%20high%20yield
https://www.newyorklifeinvestments.com/mackay-shields/insights/specialty-fixed-income-outlooks-3q25/high-yield-3q-2025-outlook#:~:text=Valuations%20fully%20reflect%20the%20combination,basis%20points%2C%20as%20illustrated%20below
https://www.statestreet.com/us/en/insights/institutional-investor-indicators-june-2025#:~:text=The%20State%20Street%20Risk%20Appetite,year%20level
https://www.statestreet.com/us/en/insights/institutional-investor-indicators-june-2025#:~:text=Hello%2C%20my%20name%20is%20Marija,we%20start%20with%20broad%20message
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Inflation

My inflation outlook uses energy prices as a leading indicator. Brent crude 

and gasoline prices have been under pressure in recent months, 

suggesting that headline inflation should continue to moderate. Brent 

crude fell to $69.48 per barrel on August 1, 2025, and trading 

economics reports that it is about 9.5 % lower than a year ago even 

after a modest 0.54 % rise over the past month [9]. US gasoline futures 

traded around $2.11 per gallon at the start of August, down 0.36 % 

over the past month and about 9.5 % lower than a year earlier [10]. The 

six-month rate of change is similarly negative, as energy prices were near 

$77 per barrel for Brent and $2.30 per gallon for gasoline in early 2025. 

Lower energy costs reduce pressure on headline CPI and support the 

view that inflation will keep falling. This is consistent with the 

International Monetary Fund’s January 2024 update, which projected 

global headline inflation to decline to 5.8 % in 2024 and 4.4 % in 2025 

[11]. Core inflation remains stickier, but cooling goods and energy prices 

point to further disinflation ahead.

https://tradingeconomics.com/commodity/brent-crude-oil#:~:text=Brent%20fell%20to%2069,on%20August%202%20of%202025
https://tradingeconomics.com/commodity/gasoline#:~:text=Gasoline%20fell%20to%202,on%20August%202%20of%202025
https://www.imf.org/en/Publications/WEO#:~:text=Inflation%20is%20falling%20faster%20than,forecast%20having%20been%20revised%20down
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Policy

The GRIP framework defines policy as tight or easy relative to the 

2-year US Treasury yield. When the Federal funds rate exceeds the 

2-year yield, policy is restrictive; when it is below, policy is supportive. As 

of August 1, 2025, the 2-year Treasury rate stood at 3.69 % [12]. The 

Federal Open Market Committee has kept the target range for the 

federal funds rate at 4¼ % to 4½ % since June, leaving the policy rate 

roughly 50–80 basis points above the 2-year yield [13]. The Fed is also 

shrinking its balance sheet, reducing holdings of Treasury and agency 

securities by about $180 billion in 2025 [14]. This gap between the policy 

rate and the market-implied neutral rate signals a restrictive monetary 

stance. Globally, other developed central banks have begun to cut rates 

modestly, but the Federal Reserve has not yet followed [15]. Unless the 

2-year yield rises or the Fed eases, monetary conditions will remain tight, 

tempering growth but providing scope for future cuts.

https://ycharts.com/indicators/2_year_treasury_rate#:~:text=2%20Year%20Treasury%20Rate%20
https://www.federalreserve.gov/monetarypolicy/2025-06-mpr-summary.htm#:~:text=target%20range%20for%20the%20federal,and%20the%20balance%20of%20risks
https://www.federalreserve.gov/monetarypolicy/2025-06-mpr-summary.htm#:~:text=Balance%20sheet%20policy,intends%20to%20maintain%20securities%20holdings
https://www.reuters.com/business/finance/global-markets-cenbank-2025-06-19/#:~:text=
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Opportunity – Real Assets in a New Supercycle

Stocks vs Real Assets

One of the most compelling cross-asset developments has been the 

outperformance of real assets versus equities since late 2021. CME Group 

analysis shows that the S&P 500 Index fell 28 % relative to gold from 

late 2021 through 2022 [16]. The study noted that the S&P 500 lost its 

upside momentum relative to gold and warned that geopolitical instability 

and central-bank tightening could favor hard assets [17]. The 

underperformance has continued; broad equity indices have rallied, but when 

measured relative to gold they remain in a down-trend. This divergence 

implies that stocks peaked against real assets in late 2021 and underscores 

the value of diversifying into commodities, precious metals and 

real-asset-oriented equities.

https://www.cmegroup.com/insights/economic-research/2024/golds-performance-against-us-asian-equities-the-past-century.html#:~:text=5.%202000,during%20this%20time
https://www.cmegroup.com/insights/economic-research/2024/golds-performance-against-us-asian-equities-the-past-century.html#:~:text=What%E2%80%99s%20next%3F%20The%20S%26P%20500,A%20few%20points%20are%20clear
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Why a Real-Asset Supercycle?

Several structural trends support the view that late 2021 marked the start of 

a multi-year supercycle favouring real assets:

1. Deglobalization and geopolitics. ClearBridge Investments notes that 

long-standing macro pillars are unwinding simultaneously: “the 80 years 

of U.S.-led geopolitical order, the 35 years of globalization and the 

15-year era of ultra-low interest rates” [18]. The unravelling of global 

supply chains, re-shoring of manufacturing and a more fragmented 

world order increase demand for domestic production of energy, metals 

and agricultural goods, putting upward pressure on real-asset prices. 

The same commentary adds that the portfolio added media and real 

asset holdings as insurance against higher inflation [18].

2. Commodity supercycle and supply constraints. Supply constraints 

following years of under-investment and the need to replace ageing 

infrastructure add to the bullish case.

3. Digitalization, AI and infrastructure. Brookfield points out that the 

world will require about $94 trillion of capital between 2016 and 2040 

to maintain and upgrade legacy infrastructure and to build new projects 

such as data centers [21]. The same report observes that digitalization 

is creating opportunities across data centers, power generation, 

midstream and transportation [24]. It highlights that improvements in 

AI efficiency are unlikely to reduce the need for infrastructure; rather, AI 

adoption will drive astronomical capital expenditure of 2–5 times 

today’s installed capacity on data-centre infrastructure [25].

4. Fiscal dominance. Post-pandemic fiscal policy has become a 

dominant economic force. Governments globally are running large 

deficits to finance social programmes, defence and industrial policies. 

Persistently loose fiscal policy and high public debt levels may also 

necessitate financial repression, which historically benefits real assets.

https://www.clearbridge.com/perspectives/commentaries/value-equity
https://www.clearbridge.com/perspectives/commentaries/value-equity
https://www.brookfield.com/news-insights/insights/were-still-golden-age-infrastructure-investment#:~:text=The%20world%20needs%20%2494%20trillion,able%20to%20do%20it%20alone
https://www.brookfield.com/news-insights/insights/were-still-golden-age-infrastructure-investment#:~:text=,shifting%20political%20and%20market%20environment
https://www.brookfield.com/news-insights/insights/were-still-golden-age-infrastructure-investment#:~:text=,AI
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Taken together, these factors—degobalization, supply constraints, the 

AI-infrastructure boom and fiscal dominance—create a supportive backdrop 

for commodities, precious metals, infrastructure and other tangible assets. 

The underperformance of equities versus gold since late 2021 [16] suggests 

that investors have already begun to re-price this new regime. While risk 

appetite remains positive, the GRIP framework indicates that slowing growth, 

falling inflation and a still-tight policy stance warrant caution toward traditional 

risk assets. A strategic allocation to real assets could help preserve 

purchasing power and provide diversification as the supercycle unfolds.

https://www.cmegroup.com/insights/economic-research/2024/golds-performance-against-us-asian-equities-the-past-century.html#:~:text=5.%202000,during%20this%20time
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DISCLOSURES

WealthShield, LLC (“WS”) is a registered investment adviser. Registration does not imply a certain level of skill 

or training. More information about WS including its advisory services and fee schedule can be found in Form 

ADV Part 2 which is available upon request. WS provides non-discretionary advisory services to other registered 

investment advisers and investment adviser representatives and does not provide advice to underlying clients of 

the firms and representatives to which it provides advisory services.

This is WS’s current assessment of the market and may be changed without notice. The visuals shown are for 

illustrative purposes only and do not guarantee success or certain level of performance. This material contains 

projections, forecasts, estimates, beliefs and similar information (“forward looking information”).Forward looking 

information is subject to inherent uncertainties and qualifications and is based on numerous assumptions, in each 

case whether or not identified herein. This information may be taken, in part, from external sources. We believe 

these external sources to be reliable, but no warranty is made as to accuracy.

This material is not financial advice or an offer to sell any product. Different types of investments involve varying 

degrees of risk and there can be no assurance that any specific investment will either be suitable or profitable 

for a client’s investment portfolio. Economic factors, market conditions and investment strategies will affect the 

performance of any portfolio, and there are no assurances that it will match or outperform any benchmark. 

Investing in non-traditional and international investments involves additional risks that are not generally 

associated with investing in domestic equities.

The backtest simulation and associated performance figures provided are hypothetical. Performance figures do 

not include the deduction of advisory fees, brokerage or other commissions and any other expenses that a client 

would have paid or actually paid. The results do not represent the results of actual trading using client assets but 

were achieved by means of the retroactive application of a model that was designed with the benefit of 

hindsight. The results may not reflect the impact that any material market or economic factors might have had on 

the adviser’s use of the back-tested model if the model had been used during the period to actually manage 

client assets. The results portrayed reflect the reinvestment of dividends and other earnings. Returns should not be 

considered indicative of the skill of the adviser. The hypothetical performance results do not relate to the type of 

advisory services currently offered by WealthShield.

Benchmarks: The index / indices used by WS have not been selected to represent an appropriate benchmark to 

compare an investor’s performance, but rather are disclosed to allow for comparison of the investor’s 

performance to that of certain well-known and widely recognized indices. Indices are not available for direct 

investment, are unmanaged and do not incur fees or expenses. Detailed information regarding the indices is 

available upon request. The volatility of the indices may be materially different than that of the portfolio.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. Not FDIC insured. All investment strategies have 

the potential for profit or loss. Historical data may use proxies to represent investments and asset classes. These 

proxies may have holdings and performance that vary from the investments or asset classes over time.
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