
ANOTHER MONTHLY OF EQUITY-MARKET GAINS

Upbeat economic data
The fears of a global recession evident at the end of 2018 have 
dissipated somewhat. Recent encouraging economic news prompted 
modest upgrades to 2019 global growth to around 2.9%. Overcoming 
the negative impact of the government shutdown in January,  
first-quarter GDP in the US rose 3.2% (annualised). Meanwhile, 
Chinese data finally showed signs of responding to the stimulus 
measures enacted over the last year: first-quarter GDP rose 6.7% 
annualised on a seasonally adjusted basis, while industrial production, 
retail sales, lending data and exports all rebounded sharply. 

The Fed treads water
The minutes from February’s meeting of Fed policymakers highlighted 
the more dovish policy stance adopted in 2019 to date. There were 
some concerns about the low level of inflation, while it was suggested 
that the amount of slack in the labour market could be greater than 
previously thought. Fed members seemed comfortable with allowing 
inflation to run above the 2% target to as high as 2.5%, suggesting 
interest rates could be maintained at lower levels for longer than 
previously expected. 

Companies report decent earnings 
The first-quarter corporate earnings season has brought positive 
surprises, with earnings 6% ahead of forecasts in the US, and 2% ahead 
in Europe. Earnings growth forecasts for 2019 are relatively stable, at 
around 5%. Global earnings revisions ratios have moved back into 
positive territory after a series of negative readings in recent months.

Brexit: the never-ending story
After the ongoing failure of the UK parliament to agree the terms of 
Brexit, the EU granted an extension of Article 50 to 31 October. The 
UK now appears to be participating in May’s European parliamentary 
elections. Despite ongoing negotiations between the Conservatives 
and Labour to find a compromise, it seems unlikely that a majority 
of MPs will agree on any one plan for Brexit. As a result, a general 
election or second referendum look increasingly like the best options 
to resolve the impasse. 

Economic data exceeded expectations in most regions, while first-quarter corporate earnings were 
another pleasant surprise. Meanwhile, global central banks continued to take a more dovish policy 
stance. Eurozone sovereign bonds were flat over the month, and core bond yields turned positive 
again as the outlook for the economy looked brighter.

Source: ILIM, Bloomberg. Data is accurate as at 1 May 2019
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Cautious optimism on US-China trade
Although the US and China haven’t yet reached an agreement on 
trade, comments from those involved in negotiations suggest the 
talks will conclude by the middle of May. Crucially, an eventual deal 
is still expected. With a resolution to the dispute in sight, attention 
is switching to the US-EU trade dispute. There are concerns that  
US-EU trade could become more problematic, with the US scheduled 
to announce plans on potential auto tariffs by 18 May.

Spanish voters endorse socialist government
Spain’s general election resulted in the incumbent government party, 
the Spanish Socialist Workers’ Party (PSOE), returning as the largest 
party, although it was short of a majority. Coalition talks are expected 
to be lengthy, and a socialist coalition is seen as the most likely 
outcome. Spanish spreads against German bonds tightened after the 
result. Investors welcomed news that far-right parties did less well 
than expected and a pro-EU government is most likely. 

 



MARKET ROUND-UP
Equities
The MSCI AC World equity index rose 3.7% (3.6% in euro terms). 
European equities rose 5.0% (4.5% in euro terms), on better ‘hard’ 
economic data, although sentiment readings were weak. Investors 
also hoped for a second-half recovery on the back of the recent 
improvement in Chinese data. 

Japan lagged, rising 2% (1.6% in euro terms) as economic data was 
generally weak and concerns lingered about the impact of the planned 
VAT increase in October. 

Bonds
Eurozone >5-year bonds were flat over the month, with German  
10-year yields moving back into positive territory to 0.01%, thanks to 
the improving global economy. Italian 10-year spreads were marginally 
lower at 254 basis points (bps) following Standard & Poor’s credit 
review. Meanwhile, Spanish spreads declined to 99bps following 
the general election and news that the economy expanded by 2.9% 
(annualised) in the first quarter. 

Currencies and commodities
The euro was effectively unchanged against the US dollar at 1.1217. 
Commodities rose 2.8% (3.0% in euro terms), with West Texas 
Intermediate (WTI) oil up 6.3%, as President Trump indicated that the 
US would not extend exemptions from importing Iranian oil that were 
granted to eight countries.

MARKET SNAPSHOT 
Market returns (EUR)

Equity Markets (EUR)
MTD Return 

(%)
YTD Return 

(%)
2018 Return 

(%)

MSCI Ireland 6.71 21.21 -21.24

MSCI United Kingdom 2.45 16.73 -9.77

MSCI Europe ex UK 4.48 17.71 -10.10

MSCI North America 4.16 20.89 -0.41

MSCI Japan 1.58 10.50 -8.17

MSCI EM (Emerging Markets) 2.32 14.55 -9.92

MSCI AC World 3.63 18.51 -4.34

10-Year Yields
Yield Last 

Month (%)
2018 Yield 

(%)
2017 Yield 

(%)

US 2.50 2.68 2.41

Germany 0.01 0.24 0.43

UK 1.19 1.28 1.19

Japan -0.04 0.00 0.05

Ireland 0.56 0.90 0.67

Italy 2.56 2.74 2.02

Greece 3.37 4.40 4.12

Portugal 1.12 1.72 1.57

Spain 1.00 1.42 1.57

FX Rates Current 2018 Rates 2017 Rates 

US Dollar per Euro 1.12 1.15 1.20

British Pounds per Euro 0.86 0.90 0.89

US Dollar per British Pounds 1.30 1.28 1.35

Commodities (USD)
MTD Return 

(%)
YTD Return 

(%)
2018 Return 

(%)

Oil (WTI) 6.27 40.74 -24.84

Gold (Oz) -0.56 0.34 -2.14

S&P Goldman Sachs  
Commodity Index

2.85 7.01 -11.34

Source: ILIM, Bloomberg. Data is accurate as at 1 May 2019

Source: MSCI. The MSCI information may only be used for your internal use, may not be 
reproduced or redisseminated in any form and may not be used as a basis for or a component of any 
financial instruments or products or indices. None of the MSCI information is intended to constitute 
investment advice or a recommendation to make (or refrain from making) any kind of investment 
decision and may not be relied upon as such. Historical data and analysis should not be taken as an 
indication or guarantee of any future performance, forecast or prediction. The MSCI information 
is provided on an “as is” basis and the user of this information assumes the entire risk of any use 
made of this information. MSCI, each of its affiliates and each other person involved in or related to 
compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly 
disclaims all warranties (including, without limitation, any warranties of originality, accuracy, 
completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) 
with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI 
Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, 
without limitation, lost profits) or any other damages. (www.msci.com)
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THE MONTH AHEAD
Economic data and political events to watch

Economic data releases

1 May US Federal Reserve’s interest-rate decision

2 May Bank of England’s interest-rate decision

3 May US non-farm payrolls (April)

8 May China’s balance of trade (April)

10 May Reserve Bank of Australia’s statement on monetary policy 
US core inflation rate (year on year, April)

14 May ZEW economic sentiment index (Germany, May)

15 May German’s GDP growth rate (quarter one, flash estimate) 
US retail sales (month on month, April)

The declines of 2018 were recovered in the first few months of 2019, with global equities rebounding to new all-time highs in April. Equities 
have benefited from the US Fed’s decision to pause interest-rate rises in 2019, thus reducing potential risks to growth from tighter monetary 
policy. Other global central banks have followed the Fed’s lead to adopt more dovish policy stances in recent months. Growing hopes for a 
trade deal between the US and China also helped to ease global growth concerns, which provided further support for equity markets during 
the first four months of the year. Corporate earnings forecasts for 2019 have stabilised in recent months at around 5%, and this stabilisation 
has also provided support to equities. 

Looking to the remainder of 2019, growth is still expected to be positive, with both the US and global economies expected to avoid a 
recession. That said, global growth has probably peaked and is expected to slow compared with 2018. Leading indicators, such as global 
Purchasing Managers’ Indices (PMIs) have fallen, but are at levels consistent with global growth of around 2.7%. This is still a healthy level, 
one that’s higher than that experienced in most years since the financial crisis.

While there are still risks to growth, our sense is that these can be overcome in 2019. The recent move towards less restrictive monetary 
policy in the US (compared with previous Fed guidance) should underpin the growth outlook for both the US and global economy. 

Concerns continue to linger over the risk to growth associated with ongoing global trade disputes. The indefinite postponement of the 
previously threatened increase in tariffs on Chinese imports to the US from 1st of March has increased hopes that a resolution to the trade 
dispute will shortly be reached, particularly given the more positive commentary around the ongoing trade negotiations. If a US-China trade 
deal were to be concluded, this would remove a major risk which has been hanging over the global economy. 

Closer to home, while there is still uncertainty over the eventual outcome of Brexit, the probability of a ‘no deal hard Brexit’ appears low, 
given that a significant majority of UK MPs have indicated several times that they want to avoid this outcome. The EU’s extension of Article 
50 until 31st October removes the immediate risks around Brexit, and provides more space and time for the UK to find a solution. While a 
number of outcomes are still possible, indicative votes by MPs suggest a preference for a ‘softer’ form of Brexit. MPs’ desire to avoid a ‘no 
deal’ outcome suggests that a worst-case scenario of a ‘hard’ Brexit will ultimately be avoided. But uncertainty remains over the timing and 
shape of the ultimate resolution of Brexit, and it is still possible that it could yet extend beyond 31st October. 

Other potential risks exist, such as European politics in general and the policy agenda of the US administration. These risks could act as 
headwinds for the global economy and equity markets. These and other issues – such as US-EU trade talks – mean that periodic bouts of 
uncertainty are likely. 

THE ILIM VIEW – LOOKING AHEAD
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Source: ILIM, Bloomberg. Data is accurate as at 1 May 2019

Political events

8 May US-China trade talks
South Africa – general elections

18 May Australia’s federal election 

19 May Voting ends in India’s general election

23 May India’s general election results

17 May Michigan consumer sentiment (preliminary, May)

21 May Euro area consumer confidence (flash estimate, May) 

22 May UK inflation rate (year on year, April)

23 May Germany’s Ifo business climate (May)

24 May US durable goods orders (month on month, April)

27 May Germany’s GfK consumer confidence (June)

28 May Euro area business confidence (May)

31 May UK’s GfK consumer confidence (May)
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