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Looking at the ASX 200.

What a wild ride over August. Starting the month just under 8,200 we saw a fall to nearly 7,600 and a
bounce back to almost 8,000

Looking at the Dow Jones it was around 41,999 at the start of August before falling to below 39,000 and
then recovering back to where it started the month



Looking at 2024 things look a little healthier but there has been a fair amount of volatility in 2024.
Probably with more to come in the lead up to the Election in the USA. When we look out to the last 5 years
there has been gains of 57% .






The reversal in the Volatility Index ($VIX) was even more stunning.

After hitting a high of 65.73 on Monday morning, the $VIX would end the day at 38.57. That
41% decline was the largest peak to close move ever.



The VIX had such a sharp rise in a short time and this soon passed.

Markets do not like large increases in investment trends but when the dust settled it appeared it was

largely driven by the reversal of a trade where large amounts of money was borrowed in Japan and then
invested in American stocks. In particular some of the tech area.

This was exaggerated by the increase in interest rates in Japan and profit taking in Tech stocks.









When one of the largest managers of money starts to pile up their cash you do need to pay attention. You
also need to see what they are moving out of and why.



They have ridden a lot of the Tech rally and may be looking at other areas to deploy the capital. Most
diversified investors or managers have been looking at their allocations to the Mag 8. When we see
earnings of these miss expectation that could be when we see these excessive gains reverse. The flow of
money could then divert into the broader market.

| found below that seems to best explain the sudden drop in the market at the start of the month and then
such a fast bounce back, When a large amount of money reversed an investment trend in a short amount
of time there was a brief period of out of balance trading. It was a so quick there was hardly enough time
for any investor to take advantage of this.



Bond Yields are not showing like they are predicting a Recession.



We need to keep an eye on the Credit card area as this is showing signs of an increase in late payments

The cost of Fuel this year has been steady in the USA.



The Consumer continues to spend as Amazon revenue continues to increase.



Australian economic Data

The Inflation line does not want to continue on a downward trend. This is the issue that RBA is dealing
with. Sticky Inflation .



Goods inflation has settled at a lower level but Services has settled too high. With a large continued
spend on government projects this is pushing inflation across the broader economy.



Rents in most cities seems to have softened a little but this is off record highs

Groceries have settled but are not back in the 2% band yet.



The unemployment rate has not had a large increase. This shows there is enough jobs to go around.



The cost of shipping is going to push the costs of goods up in Australia as so much has to come by ship.

The auction clearance rates last weekend had improved but is now
running at 52%



The Aussie dollar was at 67 ¢ a month ago and after a pullback under 65 it is back up to 67c.

Oil has softened over the month

Summary

Markets showed how quickly they can overreact and then recover. It is key to have your Asset
allocation regularly reviewed so you can manage your way through these periods.
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