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Overall Market Backdrop for May 
 

• Global markets had a mixed 
month and even with mass amounts 
of volatility and some regions ending 
on negative returns, most markets 
ended the month flat; the range 
between the performances was only 
1.43%. an increase globally, with 
the US 10-Year Treasury increasing 
by over 50 basis points and ending 
at 2.88%.Treasury increasing by 
over 50 basis points and ending at 
2.88%. 

 
 
 
 
 
 

• Central banks are now seen to be walking on a tightrope, causing concerns for investors as they tend to balance the 
pressure of inflation with an already slowing growth rate. 

 
• After a few months of bond yields rapidly increasing, in May they were more tame and flat. the US 10-Year Treasury 

yields dropped by 4 basis points and ended at 2.84%. 
 

• Value has now been the best performing factor for May. 
 

Drivers of Market Conditions in May 
 

• US equities had a volatile start and investors had to digest news from central bank meetings and economic data such 
as earnings reports and labour market data. Consequently, US equities fell and the lingering bad smell of surging inflation 
concerned investors and hurt sentiment as they continued to worry about the Fed’s ability to tame surging inflation. US 
investors had to also deal with a greater-than-expected US CPI print and a weakening consumer demand. The 
amalgamation of bad segments of the US earnings reports, weakening consumer demand, rising inflation and slowing 
economic growth made the S&P 500 one of the worse performing equity indexes for May. The only solace for US equities 
came towards the end of the month when US equities pushed higher as the Fed signalled further rate hikes however, it was 
a little too late as this couldn’t prevent the S&P500 from ending in negative territory. 

 
• European and UK equities started the month on a slippery slope as the Bank of England (BoE) issued a statement that 

stated we are entering a period of high recession risk. European equities also continued to feel the effect of high inflation 
spearheaded by spiralling food and energy prices, which ultimately weakened global sentiment. There was some positive 
news towards the end of the month as the UK announced stimulus plans to tackle the country’s cost of living crisis. 

 
• Central banks continue to work on a tightrope to try and balance the ongoing high inflation with a slowing growth 

rate. The Fed raised rates by 50 bps which was forecasted and in line with expectations. The Fed also stated that a 75 
bps hike in the future is very unlikely. As well as the Fed the BoE also increased rates by 25 bps which gives a final rate of 
1.0%. The ECB President Christine Lagarde also suggested a potential for monetary policy tightening later this year with 
a first rate hike in July. 

 
• Even with there being downward pressure coming from a high inflationary environment, there is still strong economic 

 
Global Equities Markets (%) 

As of 31/05/2022 1M 3M YTD 1Y 3Y 5Y 

TOPIX 1.10 -2.39 -6.66 -2.67 13.38 18.44 

FTSE All-Share 0.69 2.31 1.50 8.27 18.44 22.17 

MSCI Emerging Markets 0.06 -1.30 -5.17 -9.57 15.76 23.44 

MSCI Europe (Ex-UK) 0.05 -0.09 -9.04 -2.10 24.47 26.12 

MSCI Asia Pacific (ex-Japan) -0.19 0.11 -4.01 -9.79 20.66 30.63 

S&P 500 -0.25 0.85 -6.42 11.97 55.52 86.86 

MSCI ACWI IMI -0.33 0.06 -6.42 4.29 38.66 55.99 

 
Source: Morningstar 
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Global Equities Markets (%) 

Relative Geometric Factor Performance (May 2022) 
Time Period: 01/05/2022 to 31/05/2022 | Calculation Benchmark: MSCI World NR USD 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The chart shows the relative Factor performance benchmarked against a global index (MSCI World). Performance data is for each factor 
index over the course of the month, with the market benchmark being the black line horizontally shown along the x-axis. 

data pouring out in the form of corporate fundamentals. Many of the S&P 500 companies have reported strong earnings YTD 
which exceed the long-term average. 

 
• US Treasury yields have seesawed in May and the end result was UK 10-Year Treasury yields dropped by 4 basis points 

to 2.84%. The start of the month saw US yields fall due to the Fed ruling out the possibility of 75 bps hikes. The continued 
sell-off of growth style equities also pushed investors towards bonds as they searched for safety amid the chaos. During 
the mid-month, yields did rise slightly on the back of the Federal Reserve chairman Powell’s comments that the Fed was 
committed to fighting inflation and inferred additional upcoming rate hikes. 

 
• In Europe, bond yields hit some particular milestones with the 10-Year German Bund yields reaching 1% for the first 

time since 2015. This was driven by the ECB rate hike expectations, which finally pushed the yield to 1.13%. In the UK the 
10-Year UK Gilt yields ended at 2% after it slightly dipped due to the BoE comments on their recession concerns. 

 
• While for the majority of the month Shanghai was locked down there was some relief and as the month progressed 

some reopening occurred. However, in other parts of China such as Beijing and Tianjin, restrictions were tightened in 
response to growing cases. There was some positive sentiment as Chinese export data crushed expectations and saw a 
figure of 3.9% year on year. 

 
 
 

How did Factors Perform in May? 
 

• After a painful start to the year, 
investors have gained some 
respite in Value Stocks which 
have continued their strong 
performance since Q4 2021. 
Value companies benefited from 
a macroeconomic backdrop of 
higher interest rates. The Value 
sector has also been driven by the 
energy sector. The energy sector 
has profited from a combination of 
supply concerns stemming from 
the Russian-Ukraine war which 
has pushed prices higher and also 
the ability to pass over inflationary 
pressures to the consumer. In May 
alone, the MSCI ACWI IMI Energy 
sector returned 11.52% and YTD 
has returned 45.77%. 

 
 
 

Factor Performance (%) 

As of 31/05/2022 1M 3M YTD 1Y 3Y 5Y 

MSCI World Value 1.68 5.62 3.56 13.92 33.11 43.10 

MSCI World -0.31 0.37 -6.47 7.36 42.96 62.89 

MSCI World Momentum -0.54 -1.57 -10.30 1.69 39.24 79.26 

MSCI World Small Cap -0.59 -1.15 -7.55 -2.03 32.97 45.97 

MSCI World Minimum Vol -1.10 5.15 -1.48 11.39 19.70 41.98 

MSCI World Quality -1.43 -0.74 -11.33 6.42 53.26 84.90 

 
Source: Morningstar 

 

Written by Raj Chana, 

Investment Analyst at ebi 
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Disclaimer 
 

We do not accept any liability for any loss or damage which is 
incurred from you acting or not acting as a result of reading any of 
our publications. You acknowledge that you use the information 
we provide at your own risk. 

 
Our publications do not offer investment advice and nothing in 
them should be construed as investment advice. Our publications 
provide information and education for financial advisers who have 
the relevant expertise to make investment decisions without 
advice and is not intended for individual investors. 

 
The information we publish has been obtained from or is based 
on sources that we believe to be accurate and complete. Where 
the information consists of pricing or performance data, the data 
contained therein has been obtained from company reports, 
financial reporting services, periodicals, and other sources 
believed reliable. Although reasonable care has been taken, 
we cannot guarantee the accuracy or completeness of any 
information we publish. Any opinions that we publish may be 
wrong and may change at any time. You should always carry 
out your own independent verification of facts and data before 
making any investment decisions. 

 
The price of shares and investments and the income derived from 
them can go down as well as up, and investors may not get back 
the amount they invested. Past performance is not necessarily a 
guide to future performance. 
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