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Concerns over a Greek exit from the Eurozone, softer data 

from the US and the apparent easing of Chinese growth 

combined to push asset prices down in May.  Global equities 

fell by 8.6% in US dollar terms last month, eroding year to 

date gains and wiping USD 2.6 trillion off the value of global 

stocks.  Despite retreating by 6.�% over the period, the US 

stock market is now the best performing region year to date, 

comfortably ahead of its developed peers as well as emerging 

markets.  The latter declined by ��.2% during May, as the 

prospect of lower external demand and foremost a slowdown 

in China weighed on the outlook for these economies.

Equity volatility has increased markedly since the end of the 

first quarter.  During the first three months of 20�2, the global 

aggregate’s average daily price movement was approximately 

50 basis points (0.5%), whilst positive trading days dominated 

negative ones by 3-to-2.  During the subsequent two months, 

volatility has increased to 75 basis points accompanied by a 

strong reversal in this underlying trend.

Yields on core developed market government bonds fell 

during the month, as investors sought safety in perceived 

high quality debt.  US �0 year yields ended May at �.56%, 

compared to �.20% in Germany and 0.82% in Japan, whilst 

in the UK rates traded through �.9% for the first time in 

the Bank of England’s 3�8 year history.  These moves are 

indicative of investor fears over the outlook for global growth.  

French OATs (Obligations Assimilables du Trésor) appear to 

have regained their ‘safe haven’ status in investors’ minds, 

with prices rallying during May.  
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The spread between French and German �0 year government 

bond yields has fallen by 0.75% since peaking at �.9% in 

November 20��.

As a result of these divergent moves by equities and bonds, 

the �2 month trailing dividend yield on the S&P 500 index 

now stands above the US �0 year yield for only the second 

time since the �950s.  In Japan, equities are once again 

trading below book value, whilst price-to-earnings ratios on 

major stock indices are more than �0% below their five year 

averages:

Figure �: Price-to-earnings multiples on major stock indices

 

High yield bonds in the US declined by �.3% during May, 

cutting year to date returns to 5.0%.  High yield is now the 

second strongest performing asset class in 20�2, as shown 

in Figure 2.

Figure 2: Total returns by asset class (US dollar terms)

 

Political change appears to be gaining momentum in Europe, 

after France’s Socialist party won control of the country for 

the first time in �7 years at the start of the month.  Meanwhile 

in Greece, two thirds of voters rejected the main pro-bailout 

parties in national elections during May, as both the political 

Left and Right enjoyed gains at the polls.  The failure of any 

party to form a coalition government saw Greece return to 

the polls on �7 June.  Reports from Greece have confirmed 

a victory for New Democracy, with circa 30% of Sunday’s 

vote.  Syriza – with its very public opposition to the austerity 

measures imposed by Greece’s creditors – came second.  

New Democracy will now try to form a ‘pro-programme’ 

government alongside Pasok and the Democratic Left, 

leaving Syriza to sit in opposition.  Antonis Samaras, leader 

of New Democracy, is likely to be received tentatively by 

European leaders, given his reluctance to explicitly support 

the country’s rescue plan over the last two years.  History 

suggests that austerity requires a strong electoral mandate 

in order to be successful, and in this regard it is perhaps 

worrying to see a sizeable portion of Greek voters continue to 

opt for anti-bailout parties over the weekend.  More integration 

as opposed to less still appears to be the order of the day in 

Europe.  Policymakers have mooted using a levy on banks to 

raise capital for a new rescue fund, alongside a Europe-wide 

guarantee on bank deposits to assuage depositor fears and 

prevent panic withdrawals.

Eurozone gross domestic product was unchanged in the first 

quarter, surprising economists who had been expecting a 

contraction in the region’s output.  Commentators continue 

to focus on the capital needs of Spain’s banking sector, 

which remains weighed down by troubled property loans.  

The government subsequently elected to partially nationalise 

Bankia – Spain’s fourth largest lender – during the month, by 

converting EUR 4.5 billion of government preferred stock into 

ordinary voting shares.  Symptomatic of the crisis, investors 

quickly concluded that the steps were insufficient, pushing 

the country towards a bailout from the European Union.

Source: Momentum Global Investment Management / Bloomberg/ Lipper Hindsight.  May 2012
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The debate over the US ‘fiscal cliff’ is expected to gain 

prominence as the year progresses.  This cliff refers to the 

steep fall in output that is anticipated to occur when automatic 

spending cuts come into effect in 20�3.  US payroll data has 

consistently disappointed forecasters since March, with the 

private sector adding a mere 69,000 jobs in May.  The ISM 

manufacturing index underperformed economists’ forecasts 

last month, at 53.5 versus 53.8 expected, whilst the non-

manufacturing index alternatively outperformed.

Both growth and inflation have fallen in emerging markets 

year to date, as summarised in Figure 3.

Figure 3: Emerging markets real GDP growth and inflation

 

The People’s Bank of China (PBOC) cut interest rates by 

25 basis points to 6.3�% post the end of May, adding to 

expectations for a new round of easing from Beijing.  Chinese 

authorities injected RMB 4 trillion into the economy in 2008/09 

in order to aid a V-shaped recovery, including subsidies for 

rural consumption and spending on infrastructure.  New 

spending in 20�2 is unlikely to be on the same scale, in mind 

of the credit boom that resulted post 2009 and the political 

transition to take place at the end of this year.

Currencies displayed high volatility last month, with the 

euro, British pound and Australian dollar depreciating by an 

average of 6.2% versus the US dollar, which benefitted from 

a renewed flight to quality by investors.  The Swiss National 

Bank (SNB) has managed to maintain the EURCHF floor, 

put in place in September 20��, with fewer resources than 

required in previous interventions.  The SNB’s balance sheet 

reveals that the central bank has begun diversifying away 

from the euro in its foreign exchange reserves.  At the same 

time, the Norwegian sovereign wealth fund – Europe’s largest 

equity investor – is also set to reduce its European holdings, 

putting further downward pressure on the euro.

The Rogers International Commodities index fell by ��.5% 

in US dollar terms during May, as a general supply glut 

alongside weakening demand pushed prices down.  Gold, 

the perceived bear market hedge, equally fell by 5.6%, 

reinforcing the wisdom that valuation, and not current market 

conditions, offer the most reliable guide to future returns.  

Crude oil prices declined by �2.7% in May.  Oil production in 

Saudi Arabia is currently running at �0 million barrels per day, 

a �0% increase in output compared to this time last year, 

whilst geopolitical tensions over Iran have eased since April.

Source: Momentum Global Investment Management / Bloomberg/ Lipper Hindsight.  May 2012
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Asset Class Performances

Source: Momentum Global Investment Management / Lipper Hindsight.  May 2012

To 31 May 2012

Asset Class/Region Index Currency Month Year to date

Developed Markets Equities

United States S&P 500 NR USD -6.�% 4.9%

United Kingdom FTSE All Share TR GBP -6.8% -�.4%

Continental Europe MSCI Europe ex UK NR EUR -6.6% -�.3%

Japan Topix TR JPY -�0.5% -0.2%

Asia Pacific (ex Japan) MSCI AC Asia Pacific (ex Japan) TR USD -��.8 -0.4%

Global MSCI World NR USD -8.6% 0.8%

Emerging Market Equities

Emerging Europe MSCI EM Europe NR USD -�7.9% -4.7%

Emerging Asia MSCI EM Asia NR USD -9.5% 2.4%

Emerging Latin America MSCI EM Latin America NR USD -�3.�% -4.2%

BRICs MSCI BRIC NR USD -�3.2% -3.0%

Global Emerging Market MSCI EM (Emerging Markets) NR USD -��.2% 0.�%

Bonds

US Treasuries
JP Morgan United States Government 
Bond Index TR USD �.8% 2.0%

US Treasuries 
(inflation protected)

Barclays Capital U.S. Government Inflation 
Linked TR USD �.8% 4.8%

US Corporate 
(investment grade)

Barclays Capital U.S. Corporate Investment 
Grade TR USD 0.8% 4.3%

US High Yield
Barclays Capital U.S. High Yield 2% 
Issuer Cap TR USD -�.3% 5.0%

UK Gilts
JP Morgan United Kingdom
Government Bond Index TR GBP 4.5% 2.9%

UK Corporate (Investment grade) BofA Merrill Lynch Sterling Non Gilts TR GBP 2.0% 4.7%

Euro Government Bonds Citigroup EMU GBI TR EUR �.�% 4.5%

Euro Corporate 
(investment grade)

Barclays Capital Euro Aggregate 
Corporate TR EUR 0.�% 6.0%

Euro High Yield
BofA Merrill Lynch Euro High Yield 
Constrained TR EUR -2.3% 9.5%

Japanese Government
JP Morgan Japan Government Bond 
Index TR JPY 0.6% �.4%

Australian Government JP Morgan Australia GBI TR AUD 4.�% 5.9%

Global Government Bonds JP Morgan Global GBI USD -0.�% 0.6%

Global Bonds
Citigroup World Broad Investment Grade 
(WBIG) TR USD -�.0% 0.9%

Global Convertible Bonds UBS Global Convertible Bond USD -4.9% 2.6%

Emerging Market Bonds JP Morgan EMBI + USD -2.9% 2.9%
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Source: Momentum Global Investment Management / Lipper Hindsight.  May 2012

To 31 May 2012

Asset Class/Region Index Currency Month Year to date

Property

US Property Securities MSCI US REIT TR USD -4.6% 8.3%

UK Property Securities FTSE EPRA/NAREIT United Kingdom TR GBP -�.9% 8.8%

Europe ex UK Property Securities
FTSE EPRA/NAREIT Developed Europe 
ex UK TR EUR -0.8% 6.6%

Australian Property Securities
FTSE EPRA/NAREIT 
Australia TR AUD -�.3% ��.9%

Asia Property Securities FTSE EPRA/NAREIT Developed Asia TR USD -8.7% 9.�%

Global Property Securities FTSE EPRA/NAREIT Developed TR USD -6.3% 8.2%

Currencies

Euro USD -6.6% -4.8%

UK Pound Sterling USD -5.2% -�.0%

Japanese Yen USD �.8% -�.9%

Australian Dollar USD -6.8% -5.4%

South African Rand USD -9.5% -5.7%

Commodities

Commodities RICI TR USD -��.5% -7.5%

Agricultural Commodities RICI Agriculture TR USD -8.6% -8.2%

Oil ICE Crude Oil CR USD -�2.7% -2.9%

Gold Gold index USD -5.6% �.8%

Hedge Funds HFRX Global Hedge Fund USD -�.7% �.5%

Interest Rates Current rate Change at meeting

United States 25 April 20�2 USD 0.25% -

United Kingdom 7 June 20�2 GBP 0.50% -

Eurozone 6 June 20�2 EUR �.00% -

Japan 23 May 20�2 JPY 0.�0% -

Australia 5 June 20�2 AUD 3.50% -0.25%

South Africa �� June 20�2 ZAR 5.50% -
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Click here for:

Disclaimer:

Simply click on the link of the company that you are interested 

in. By clicking on any external links provided on this website, 

you will leave the PPi site and be re-directed to an external 

organisation’s website.

As PPi is not responsible for any content or activities 

associated with any external website accessed by hypertext 

links appearing on this website, and as such content has been 

independently developed by third parties and is outside of 

our control and subject to change without notice, PPi hereby 

disclaims any representations, warranties, or guarantees 

made on external websites.

Further, PPi does not guarantee the correctness or suitability 

of such information or of any other linked information 

presented, referenced, or implied. Any hyperlink from this 

website leading to another website should not be interpreted 

as an endorsement by PPi of that website, its organisation, or 

of its products or services.

PPi does not accept responsibility for any loss, harm, or 

damage, however caused, for information by third party 

organisations with links appearing on this website. Clicking 

on any of the following external links constitutes a signature 

of your consent to the above disclaimer. If you disagree with 

all, or part of this disclaimer, use of the external links provided 

below is strictly prohibited. 
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Important Notes

Momentum Global Investment Management is the trading 

name for Momentum Global Investment Management Limited.  

This document does not constitute an offer or solicitation to 

any person in any jurisdiction in which it is not authorised or 

permitted, or to anyone who would be an unlawful recipient, 

and is only intended for use by original recipients and 

addressees.  The original recipient is solely responsible for any 

actions in further distributing this document, and should be 

satisfied in doing so that there is no breach of local legislation 

or regulation.  The information is intended solely for use by our 

clients or prospective clients, and should not be reproduced or 

distributed except via original recipients acting as professional 

intermediaries.  This document is not for distribution in the 

United States.

Prospective investors should inform themselves and if 

need be take appropriate advice regarding applicable legal, 

taxation and exchange control regulations in countries of their 

citizenship, residence or domicile which may be relevant to 

the acquisition, holding, transfer, redemption or disposal of 

any investments herein solicited.

Any opinions expressed herein are those at the date this material 

is issued.  Data, models and other statistics are sourced from 

our own records, unless otherwise stated herein.  We believe 

that the information contained is from reliable sources, but we 

do not guarantee the relevance, accuracy or completeness 

thereof.  Unless otherwise provided under UK law, Momentum 

Global Investment Management does not accept liability for 

irrelevant, inaccurate or incomplete information contained, or 

for the correctness of opinions expressed.  

We caution that the value of investments in discretionary 

accounts, and the income derived, may fluctuate and it is 

possible that an investor may incur losses, including a loss 

of the principal invested.  Past performance is not generally 

indicative of future performance.  Investors whose reference 

currency differs from that in which the underlying assets are 

invested may be subject to exchange rate movements that 

alter the value of their investments.  

Our investment mandates in alternative strategies and hedge 

funds permit us to invest in unregulated funds that may be 

highly volatile.  Although alternative strategies funds will seek to 

follow a wide diversification policy, these funds may be subject 

to sudden and/or large falls in value.  The illiquid nature of the 

underlying funds is such that alternative strategies funds deal 

infrequently and require longer notice periods for redemptions.  

These Investments are therefore not readily realisable.  If an 

alternative strategies fund fails to perform, it may not be possible 

to realise the investment without further loss in value.  These 

unregulated funds may engage in the short selling of securities 

or may use a greater degree of gearing than is permitted for 

regulated funds (including the ability to borrow for a leverage 

strategy).  A relatively small price movement may result in a 

disproportionately large movement in the investment value.  The 

purpose of gearing is to achieve higher returns associated with 

larger investment exposures, but has concomitant exposure to 

loss if positive performance is not achieved.  Reliable information 

about the value of an investment in an alternative strategies 

fund may not be available (other than at the fund’s infrequent 

valuation points).  

Under our multi-management arrangements, we selectively 

appoint underlying sub-investment managers and funds 

to actively manage underlying asset holdings in the pursuit 

of achieving mandated performance objectives.  Annual 

investment management fees are payable both to the 

multimanager and the manager of the underlying assets at 

rates contained in the offering documents of the relevant 

portfolios (and may involve performance fees where expressly 

indicated therein). 

Momentum Global Investment Management Limited (Company Registration No. 3733094) and has its registered office at 20 
Gracechurch Street, London, EC3V 0BG.

Momentum Global Investment Management Limited is authorised and regulated by the Financial Services Authority in the 
United Kingdom, and is an authorised Financial Services Provider pursuant to the Financial Advisory and Intermediary 

Services Act 37 of 2002 in South Africa. 
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