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1Bonds are interest-
paying financial 
products issued 
by governments, 
companies and other 
institutions when they 
want to borrow money 
from investors.

2Earnings per share 
is a company’s profit 
divided by the number 
of shares, indicating 
profitability per share.

Monthly Commentary: 

Despite the Middle East conflict continuing during May, oil prices eased back below $100 per 
barrel following signs of progress in peace negotiations between the US and Iran. However, 
the situation remains uncertain, and this weighed on bond¹ markets. Meanwhile, stock markets 
continued to perform strongly, led by Asia and Emerging Markets.

We continue to remain focused on the inflation outlook, interest rates, global growth momentum 
and the prospects for company earnings, all of which are likely to influence the performance of 
investments over the coming months.

UK

UK equities (company shares) saw a modest recovery in May, with the FTSE 100 Total Return 
Index (with dividends reinvested) rising 0.7% as markets stabilised following earlier volatility. 
Sentiment remained fragile, shaped by ongoing geopolitical tensions impacting energy markets 
and a backdrop of increasing domestic political uncertainty after poor local election results for 
Labour. On the macroeconomic side, inflation data provided some encouragement, with headline 
Consumer Prices Index (CPI) inflation easing to 2.8%. Both core inflation (with volatile food and 
energy costs stripped out) and services inflation fell more sharply than expected. This was the 
result of easing demand pressure and businesses absorbing some of the impact of rising costs. 
Alongside weaker labour market data, this has strengthened the case for the Bank of England to 
hold interest rates steady in June, rather than raising them.

Europe

European equities rebounded in May, with the MSCI Europe (excluding the UK) Index rising by 
4.3% as confidence improved following earlier market weakness. While the ongoing Iran conflict 
continued to weigh on sentiment, easing geopolitical concerns later in the month helped support 
investors’ appetite for risk. These positive moves included constructive outcomes from US 
President Donald Trump’s summit with Chinese leader Xi Jinping, and optimistic signals about 
the reopening of key Middle East energy supply routes. At a macroeconomic level, euro area 
inflation data was mixed, with headline inflation rising to 3.0% year-on-year in April, driven by a 
sharp increase in energy prices. Meanwhile, core inflation edged lower as pressure in the services 
sector eased.

US

US equities had a strong May, with the S&P 500 rising 6.1% to end the month at record highs, 
despite concerns about inflation and the impact of trade tariffs. Kevin Warsh was sworn in as 
the new Chairman of the Federal Reserve, with the next meeting of the rate-setting committee 
scheduled for 16th and 17th June. First-quarter company earnings season proved to be a strong 
one, with the highest earnings growth since 2021. By mid-May, 84% of S&P 500 companies had 
beaten estimates for earnings per share² (EPS). This was the highest positive-surprise rate since 
the second quarter of 2021. Aggregate earnings came in at 18.2% above estimates, the highest 
level since the first quarter of 2021. The expectation-beating earnings remained concentrated 
among the tech giants, with Alphabet, Amazon and Meta the largest single contributors to the 
EPS growth rate. At a sector level, communication services and consumer discretionary led the 
upgrades, while energy was the only sector to see its earnings growth rate cut.
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Japan

Japanese equities performed well in May, with the Nikkei 225 Index reaching a series of record 
highs, taking year-to-date gains to 31% and making it one of the strongest-performing major 
markets globally. The rally was driven primarily by Japan’s central role in the global artificial 
intelligence (AI) investment cycle, with technology and semiconductor-related names leading 
gains. This followed strong demand signals, including robust earnings from chip giant Nvidia. 
Stocks such as SoftBank Group, Tokyo Electron and Advantest were key contributors, with 
SoftBank further supported by significant profits linked to its OpenAI exposure. Performance was 
highly concentrated in large growth companies, with financial sector businesses also enjoying a 
positive month. By contrast, rate-sensitive sectors such as real estate lagged. The Bank of Japan 
made no changes to rates during the month and continued to signal that any rate increases will be 
based on a cautious, data-dependent approach.

Asia Pacific (ex-Japan)

Asia-Pacific ex-Japan delivered very strong performance in May, with the MSCI AC Asia Pacific 
ex-Japan Index rising 10.9%, driven by a surge in AI-related semiconductor stocks. Gains were 
highly concentrated in North Asia, with the MSCI Korea Index up 36.4% and MSCI Taiwan up 17.5%. 
They led the rally as companies such as SK Hynix, Samsung Electronics and TSMC benefitted 
from accelerating demand for AI infrastructure.

In contrast, performance elsewhere in the region was more mixed, with China continuing to 
struggle amid weak domestic demand and structural headwinds. The widening divergence 
between the AI-exposed markets of North Asia and the more domestically driven economies of 
South and Southeast Asia was the defining characteristic for the region in May.

Emerging Markets

Emerging markets delivered a strong return in May, with the MSCI Emerging Markets Index rising 
10.6% and extending an already robust year-to-date performance. In line with patterns seen 
across Asia, gains were heavily concentrated in a small number of AI-exposed markets, while 
broader performance was mixed. 

Elsewhere, returns were more uneven. Latin America – particularly Brazil – underperformed amid 
political uncertainty and currency pressures. Indonesia also stood out on the downside, reflecting 
ongoing macroeconomic and market-specific challenges.

Bonds

Bond markets remained volatile, driven by ongoing uncertainty about the Middle East conflict 
and its likely impact on energy prices and inflation expectations. Government bond yields³ rose 
earlier in the month as markets priced in expectations of higher interest rates, before slipping back 
partially because of weaker US economic data and hopes of progress in US-Iran negotiations. UK 
government bonds came under additional pressure because of domestic political uncertainty and 
European bonds remained weak, with limited new catalysts for positive progress. Meanwhile, in 
Japan, government bonds with a longer time until maturity (when the borrowed money is repaid) 
saw a notable increase in yields. In the corporate bond⁴ arena, the additional yield paid relative to 
government bonds to compensate for the perceived additional risk – what is often called the ‘credit 
spread’ – was reduced during the month. This was as a result of positive financial performance by 
companies and expectations of a de-escalation in the Iran conflict.

3Yield is the income 
paid by bonds or 
other investments. 
It is usually stated 
as a percentage 
of the value of the 
investment.

⁴Corporate bonds 
are bonds issued by 
companies.
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1 month performance

3 month performance

1 Month - GBP
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Performance of key Global Markets

Source: Morningstar Direct

12 month performance1 Year - GBP
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Risk Warnings                                                                                                                   
The value and income from investments can go down as well as up and are not guaranteed. An investor may get back significantly 
less than they invest. Past performance is not a reliable indicator of current or future performance and should not be the sole factor 
considered when selecting portfolios. Investments may include emerging market, smaller company and commodity funds which may 
be higher risk than other asset classes. Investments in fixed interest funds are subject to market and credit risk and will be impacted by 
changes in interest rates. Changes in exchange rates may affect the value of the underlying investments. Investments in Property funds 
carry specific risks relating to liquidity. Property funds can go through periods, known as ‘gating’, when it may not be possible to trade in 
or out of the funds and to access your money during such periods. The portfolios may invest a large part of their assets in funds for which 
investment decisions are made independently of the portfolios. If these investment managers perform poorly, the value of the portfolios 
is likely to be adversely affected. Investment in funds may also lead to additional fees arising from holding these funds.

This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to 
be taken as advice or a recommendation for any specific investment product, strategy, plan feature or other purpose in any jurisdiction, 
nor is it a commitment from Marlborough or any of its subsidiaries to participate in any of the transactions mentioned herein. Any 
examples used are generic, hypothetical and for illustration purposes only. This material does not contain sufficient information to support 
an investment decision and it should not be relied upon by you in evaluating the merits of investing in any securities or products. In 
addition, users should make an independent assessment of the legal, regulatory, tax, credit, and accounting implications and determine 
together with their own professional advisers if appropriate if any investment mentioned herein is believed to be suitable. Investors should 
ensure that they obtain all available relevant information before making any investment. Any forecasts, figures, opinions or investment 
techniques and strategies set out are for information purposes only, based on certain assumptions and current market conditions and 
are subject to change without prior notice. All information presented herein is considered to be accurate at the time of production, but no 
warranty of accuracy is given and no liability in respect of any error or omission is accepted. 

Regulatory Information 
Issued in the UK by Marlborough Investment Management Limited, authorised and regulated by the Financial Conduct Authority (reference 
number 115231). Registered office: Marlborough House, 59 Chorley New Road, Bolton, BL1 4QP. Registered in England No. 01947598.
Issued in Europe by Marlborough Investment Management Limited (authorised and regulated by the Financial Conduct Authority) on 
behalf of Marlborough ICAV (authorised and regulated by the Central Bank of Ireland). Marlborough ICAV is managed by TMF Fund 
Management (Ireland) Limited (authorised and regulated by the Central Bank of Ireland). Marlborough ICAV is registered under the laws of 
Ireland with registered number C186352 as an Irish Collective Asset management Vehicle which is constituted as an open ended umbrella 
UCITS fund with segregated liability between sub funds. Directors: Raymond O’Neill (Irish), Brian Farrell (Irish), Dom Clarke (British) and 
Danny Knight (British). Registered office: Marlborough ICAV, 88 Harcourt Street, Dublin 2, Ireland. 
The fund is registered and approved under section 65 of CISCA. South African investors must read this document with the latest Minimum 
Disclosure Document & General Investor Report.
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