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MARKET INDICES ($)
1 month 3 months 1 year 3 years* 4 years* 5 years*

MSCI World
S&P 500 (US)
FTSE 100 (UK)
FSE DAX (Germany)
Nikkei (Japan)
MSCI EM
S&P BSE SENSEX (India)
SSE Composite (China)
BOVESPA (Brazil)
MICEX (Russia)

4.98 0.93 -2.10 7.12 2.05 -0.01
7.05 4.30 10.42 14.19 11.55 10.71

4.32 3.32 0.18 11.34 6.60 7.72

6.46 3.35 4.26 9.63 5.84 4.56

8.05 9.10 -1.73 9.50 3.73 0.96

0.15 2.23 10.38 12.58 6.95 6.20
6.24 0.61 1.21 10.66 4.48 2.49

3.29 -5.70 0.92 -0.55 -10.95 5.61
6.28 7.45 39.30 17.88 11.43 1.78
7.94 16.16 22.80 14.24 10.37 0.33

MARKET COMMENTARY

Market strength continues to buoy investors in 2019. Despite some volatility in May and weaker economic data throughout, the second quarter of 2019 
ended strongly, with both equities and bonds rallying higher. This came as central banks continued their easy monetary policy pathway, offsetting the 
ongoing concerns around Brexit, trade wars and recessionary risks.

Of note, 151 of the 208 equity markets we assess saw positive performance in the second quarter, meaning 197 of the 208 now have positive year-to-
date performance (in local currency terms), demonstrating the widespread nature of the market rebound. Yet, it was developed markets that saw the 
largest gains, comfortably outperforming emerging markets for the quarter.

Interestingly, the equity market strength in 2019 does hide some underlying developments. Withstanding some relative weakness in Japan and strength in 
emerging Europe, developed markets are still ahead of emerging markets over 1, 3, 5 and 10 years—with U.S. strength continuing to be the major 
influence. This all comes despite clear warnings of a so-called ‘earnings recession’, where corporate profits fell modestly in the first quarter and are 
expected to fall again in the second quarter. 

So, while we welcome the positive returns, let’s not forget this poses a challenge for future outcomes. That is, we want to avoid paying unusually high 
prices for unusually high earnings. To illustrate the relevance of this, developed world profit margins are coming off the highest level on record (especially 
driven by U.S. developments), highlighting a gap between subdued revenue growth and an exhausting run of high earnings growth. It is not like this in all 
regions though, offering the opportunity to think and act selectively—where parts of Europe and the U.K. continue to rank well.

Among defensive assets, the big stories have been ‘negative yields’, ‘credit spread contraction’ and ‘an inverted yield curve’. These are all used to explain 
that bond yields are broadly falling, creating positive performance across all major fixed income markets. This is especially true for corporate bonds, which 
have seen credit spreads meaningfully contract and have continued to outperform government bonds in 2019. That said, emerging market bonds have 
been the standout this year, unwinding losses in 2018 and delivering strong performance across both local-currency and hard-currency issuance. 

Moving forward, we face an interesting backdrop. With weakening data and stretched valuations, it would ordinarily cause investors to rethink their 
expectations, yet the stimulatory stance of central banks continues to force investors further along the risk curve. As it currently stands, both equity and 
bond markets are above their ‘fair values’, which would typically warrant caution. However, selected opportunities continue to identify themselves, 
especially among markets that have been punished by large-scale concerns surrounding Brexit and trade wars. We believe this offers an opportunity to 
enhance reward-for-risk via asset allocation choices and therefore continue to use this to position portfolios accordingly.  

*Returns are simulated and based on the underlying funds at the initial weightings and are net of published asset manager fees. Returns greater than a year have been annualised.
**Please note: The average weighted Total Investment Charge (TIC) shown is equal to the sum of the unit trust’s total expense ratio (TER) and transaction costs (TC). This is merely an indication as the underlying fund weightings vary daily and share classes may differ from one platform to another. TIC is 

inclusive of VAT. TIC excludes the Discretionary Management fee, Financial Advisor and Platform fees.
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