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1. Equities 

Equity markets continued to recover in June, rounding off a solid second-quarter rally. Global stocks 
started the month strongly on data suggesting that the US economy could be recovering from the 
Covid-19 epidemic faster than expected, while European economies continued to reopen. There was 
also relief that the US response to unrest in Hong Kong did not affect its trade deal with China. Later, 
fears of a second wave of coronavirus and a cautious economic outlook from the US Federal Reserve 
tempered investors’ optimism, but the FTSE World Index still ended the month up 2.9%. 

In the US, positive economic data underpinned a strong month for stock markets, with employment 
and retail sales data for May both recording unexpectedly large rises. News that the Trump 
administration was preparing a US$1 trillion infrastructure spending package also lifted sentiment. 
Technology-related stocks maintained their strong performance.  

Downbeat economic news in the Eurozone weighed on European bourses before improving consumer 
and industrial sentiment combined with global stimulus measures to spark market rallies. UK stocks 
gained more modestly in June after initially leaping on news that retailers were to reopen after 
months of economic lockdown. Data indicating that the British economy contracted steeply as a result 
of coronavirus measures prompted the Bank of England to announce that it is increasing its bond-
buying programme by £100 billion.  

Amid mixed economic news from China, many Asian markets rose on evidence of a global economic 
recovery. Emerging markets performed well as risk appetite returned. Japan was the only major 
developed stock market to post negative returns. Investors anticipated a deep recession as 
coronavirus lockdown measures in Japan and overseas affect both its exports and domestic consumer 
businesses. 
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2. Bonds and Economics 

Investor sentiment was changeable in June. It alternated between hopes of a rapid recovery in the 
global economy, supported by unprecedented fiscal and monetary support, and fears of a lingering 
downturn exacerbated by further waves of coronavirus infections.  

Some strong economic data suggested a rapid recovery as businesses reopen. US and UK retail sales 
figures were buoyant, and Chinese industrial firms reported rising profits for the first time in six 
months. On the other hand, reports of record numbers of coronavirus hospitalisations as US states 
emerge from lockdown, together with a surge in new cases in India and Brazil, have rekindled fears 
that the virus could make a comeback. This kept demand for assets that investors deem to be ‘lower 
risk’, such as government bonds, steady. Investors have also begun to look ahead to the potential 
fallout when the limits of government economic support are reached.  

Resurgent risk appetite saw demand for US Treasuries fall away from the levels seen when pandemic 
fears were at their peak. As such, the 10-year US Treasury yield moved marginally higher (prices fell) 
over the month. Meanwhile, in Europe, 10-year government bond yields in Germany and the UK fell 
only slightly, while peripheral European bonds – particularly Italy and Spain – continued to outperform. 
Elsewhere, in corporate bonds, US investment-grade bonds outperformed their high-yield 
counterparts. 
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3. Real Estate 

According to the MSCI Monthly Index, the All Property total return in May was -0.7% (the latest data 
available). This was up from the -1.3% recorded for April. The number signals a fairly stagnant market, 
with values incrementally written down where there is income risk. Residential was the only sector to 
deliver a positive (albeit marginally so) total return of 0.02%. Industrials remained relatively resilient 
delivering total returns of -0.2% for May.  

There was a slight increase in the number of investment deals completed in June, with a heavy bias 
towards the industrial sector. Data from Colliers shows that the first half of June had the same volume 
of deals as the whole of May. This bolsters the sense that the market is past the nadir in terms of 
activity, if only in the most tentative of recoveries. 

Our forecasts expect a 14.3% decline in values in 2020, leading to a total return of -9.5%. This would 
be the second weakest nominal total return in the 40-year history of the MSCI data. Only 2008 
surpassed the decline in capital values we expect this year. The retail sector is likely to drive the size 
of the decline and we are forecasting a total return of -18.1% this year. Leisure and hotels are also 
bearing the full brunt of measures to contain the Covid-19 outbreak. 
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4. IMPORTANT INFORMATION 

The value of investments and the income from them can go down as well as up and you may get back 
less than the amount invested. 

If you are unsure about the suitability of an investment you should speak to an Independent Financial 
Adviser who will inform you of the fee they charge for their service. To find Independent Financial 
Advisers in your area, the website www.unbiased.co.uk is very helpful. 

This document is strictly for information purposes only and should not be considered as an offer, or 
solicitation, to deal in any of the investments or funds mentioned herein and does not constitute 
investment research. 

Utmost Life and Pensions does not warrant the accuracy, adequacy or completeness of the information 
and materials contained in this document and expressly disclaims liability for errors or omissions in 
such information and materials. 

Some of the information in this document may contain projections or other forward looking statements 
regarding future events or future financial performance of countries, markets or companies. These 
statements are only predictions and actual events or results may differ materially. 

The reader must make their own assessment of the relevance, accuracy and adequacy of the 
information contained in this document and make such independent investigations, as they may 
consider necessary or appropriate for the purpose of such assessment. Any opinion or estimate 
contained in this document is made on a general basis and is not to be relied on by the reader as 
advice. 

No warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether 
directly or indirectly as a result of the reader, any person or group of persons acting on any 
information, opinion or estimate contained in this document. 

http://www.unbiased.co.uk/

