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Summary: Markets continue to climb as lockdown eases 

Global equities continued to rally in May (+4.8% in USD terms), regaining two-thirds 

of their March drawdown, whilst global government bonds were broadly flat. Key 

events include: 
 

 Contagion rates slowing and lockdown measures easing;  

 Business surveys suggesting April may have marked the low point; 

 Renewed US-China political tensions.  

Buoyed by the prospect of additional economic stimulus and easing lockdown 

measures, markets extended their April gains with US equities closing 10% off their 

February peak. Further downward revisions to earnings estimates pushed the S&P 

500 forward P/E multiple to its highest level in 20 years; while the weighting of the 

five largest stocks increased to over a fifth of the index. Meanwhile, oil continues its 

rebound from near zero levels in April, with Brent rallying 40% - its strongest 

monthly increase on record.    

US: Gloomy data, Congress’ stimulus, US-China tensions 

Dramatically weak US economic data persisted, with both demand (retail spending) 

and output (industrial production) recording their largest ever monthly falls in April, 

alongside the highest unemployment rate (14.7%) since the Great Depression. 

Meanwhile, the steep fall in core consumer prices (-0.4% m/m), suggests the 

deflationary forces of a low oil price and weak demand are prevailing over supply-

side constraints. However, recent business surveys suggest April may have marked 

the low point. Policy remains supportive; the Fed has signalled its commitment to 

intervene further, while Congress actively debates the possibility of an additional 

$3tn stimulus package. The revival in US-China tensions, alongside US civil unrest 

and a looming electoral cycle suggest geopolitical risks are mounting once again. 

Europe: German recession, EU Recovery Fund, Brexit resumes 

Germany entered a technical recession after first quarter GDP contracted by 2.2% 

(q/q %), whilst Eurozone’s industrial production recorded its sharpest monthly fall on 

record in April (-11.3% m/m). Yet, a modest rebound in the PMI surveys suggest the 

‘hard’ data may start to improve from May. European stocks closed higher in the 

month following the European Commission’s unveiling of a €750bn European 

Recovery fund (c5.4% of EU GDP) – in response to the Franco-German initiative. In 

addition, the ECB purchased over €125bn in government and corporate bonds in May, 

with an increase to the pandemic purchase programme expected at its June meeting. 

In the UK, renewed concerns of a hard Brexit moved back into focus once again with 

negotiators due to resume time-sensitive discussions in early June. Meanwhile, the 

BoE considers expanding its policy toolkit to include negative rates. 

RoW: China rebounds, Japan’s stimulus, Hong Kong’s autonomy 

China continues to lead the recovery following a rebound in its activity data, notably 

industrial production (+3.9% y/y), while the Caixin PMIs moved back into expansion. 

Both Korean and Japanese industrial production fell sharply in May (-9.1% and -6% 

m/m, respectively). Meanwhile, Japan entered a recession for the first time since 

2015, as Q1 GDP contracted 3.4% for the second consecutive quarter: a further 

fiscal stimulus package was announced, bringing the total to $2.2trn. Australia also 

draws closer to recessionary territory – the first time in nearly three decades – 

driven by a weaker services sector. Meanwhile Hong Kong’s autonomy is called into 

question after China introduces new legislation curtailing the rights of HK citizens.   

Market summary (total return in local currency) 
 

Fixed Income Yield 1M % 1 Yr % 

US 10 Yr  0.65% 0.2% 14.2% 

UK 10 Yr  0.18% 0.6% 6.7% 

Swiss 10 Yr  -0.46% -0.5% -0.7% 

German 10 Yr  -0.45% -1.1% 1.3% 

Global IG (hdg $) 2.12% 1.2% 7.5% 

Global HY (hdg $) 7.42% 4.9% -0.7% 

    
Equity Index Level 1M % 1 Yr % 

S&P 500 3,044  4.8% 12.8% 

MSCI UK 10,075  3.1% -13.2% 

SMI 9,831  2.5% 6.7% 

Eurostoxx 50 3,050  4.9% -4.9% 

Nikkei 21,878  8.4% 8.5% 

Hang Seng 22,961  -6.3% -12.2% 

MSCI World (lcl) 248  4.2% 6.0% 

MSCI World ($) 3,044  4.8% 12.8% 

    
Currencies (trade-weighted, nominal) 

US Dollar 
 

-1.3% 2.1% 
 

Euro 
 

1.2% 0.9% 
 

Yen 
 

-0.8% 2.5% 
 

Pound Sterling 
 

-2.7% -0.5% 
 

Swiss Franc 
 

0.1% 4.2% 
 

Chinese Yuan 
 

-1.3% 1.5% 
 

    
Other Level     

 

VIX 27.5  -19.4% 47.0% 
 

Brent ($/b) 35.3  39.8% -45.2% 
 

Gold ($/oz) 1,730  2.6% 32.5% 
 

 
Headline inflation (CPI y/y %) 
 

 
 

Source: Bloomberg, Rothschild & Co 
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Important information 

This document is strictly confidential and produced by Rothschild & Co for information purposes only and for the sole use of the recipient. Save as specifically agreed in writing by Rothschild & Co, this 

document must not be copied, reproduced, distributed or passed, in whole or part, to any other person. This document does not constitute a personal recommendation or an offer or invitation to buy or sell 

securities or any other banking or investment product. Nothing in this document constitutes legal, accounting or tax advice.  

The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your original investment. Past performance should not be taken as a guide to future 

performance. Investing for return involves the acceptance of risk: performance aspirations are not and cannot be guaranteed. Should you change your outlook concerning your investment objectives and / or 

your risk and return tolerance(s), please contact your client adviser. Where an investment involves exposure to a foreign currency, changes in rates of exchange may cause the value of the investment, and the 

income from it, to go up or down. Income may be produced at the expense of capital returns. Portfolio returns will be considered on a “total return” basis meaning returns are derived from both capital 

appreciation or depreciation as reflected in the prices of your portfolio’s investments and from income received from them by way of dividends and coupons. Holdings in example or real discretionary portfolios 

shown herein are detailed for illustrative purposes only and are subject to change without notice. As with the rest of this document, they must not be considered as a solicitation or recommendation for separate 

investment. Although the information and data herein are obtained from sources believed to be reliable, no representation or warranty, expressed or implied, is or will be made and, save in the case of fraud, no 

responsibility or liability is or will be accepted by Rothschild & Co as to or in relation to the fairness, accuracy or completeness of this document or the information forming the basis of this document or for any 

reliance placed on this document by any person whatsoever. In particular, no representation or warranty is given as to the achievement or reasonableness of any future projections, targets, estimates or 

forecasts contained in this document. Furthermore, all opinions and data used in this document are subject to change without prior notice.  

This document is distributed in the UK by Rothschild & Co Wealth Management UK Limited. Law or other regulation may restrict the distribution of this document in certain jurisdictions. Accordingly, recipients 

of this document should inform themselves about and observe all applicable legal and regulatory requirements. For the avoidance of doubt, neither this document nor any copy thereof may be sent to or taken 

into the United States or distributed in the United States or to a US person. References in this document to Rothschild or Rothschild & Co are to any of the various companies in the Rothschilds Continuation 

Holdings AG Group operating / trading under the name “Rothschild & Co” and not necessarily to any specific Rothschild & Co company. None of the Rothschild & Co companies outside the UK, nor companies 

within the Rothschild Trust Group are authorised under the UK Financial Services and Markets Act 2000 and accordingly, in the event that services are provided by any of these companies, the protections 

provided by the UK regulatory system for private customers will not apply, nor will compensation be available under the UK Financial Services Compensation Scheme. If you have any questions on this 

document, your portfolio or any elements of our services, please contact your client adviser.   

The Rothschild & Co Group includes the following wealth management and trust businesses (amongst others): Rothschild & Co Wealth Management UK Limited. Registered in England No 4416252. 

Registered office: New Court, St Swithin’s Lane, London, EC4N 8AL. Authorised and regulated by the Financial Conduct Authority. Rothschild & Co Bank International Limited. Registered Office: St Julian’s 

Court, St Julian’s Avenue, St Peter Port, Guernsey, GY1 3BP. Licensed and regulated by the Guernsey Financial Services Commission for the provision of Banking and Investment Services. Rothschild & Co 

Bank AG. Registered Office: Zollikerstrasse 181, 8034 Zurich, Switzerland. Authorised and regulated by Eidgenössischen Finanzmarktaufsicht FINMA. 

 




