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Growth & Inflation

• Global economic activity remained resilient but increasingly uneven during May. US first-quarter GDP growth was revised down to an annualised 1.6%, 
although manufacturing activity strengthened, with the flash manufacturing PMI rising to 55.3. The services PMI remained only marginally 
expansionary at 50.9, while nonfarm payrolls increased by 115,000 and unemployment held at 4.3%.

• Inflation remained the principal macroeconomic risk. US headline CPI accelerated to 3.8% year-on-year in April, while core inflation increased to 2.8%. 
Eurozone economic momentum weakened further, with the flash composite PMI falling to 47.5 and the European Commission reducing its 2026 
eurozone growth forecast to 0.9%. Eurozone inflation was estimated to have risen to 3.2% in May, largely because of elevated energy costs. In the UK, 

the composite PMI declined to 48.5, although headline inflation eased to 2.8%.
Central Banks
• Federal Reserve: The Federal Reserve did not hold a policy meeting during May. The federal funds target range remained at 3.50–3.75%, although 

policymakers indicated that a future increase could be considered if higher energy costs generated more persistent inflation.
• ECB: The ECB maintained its deposit facility rate at 2.00%. Policymakers adopted a more hawkish tone as inflation increased, with markets assigning a 

high probability to a rate increase at the June meeting despite weakening economic activity.

• Bank of England: Bank Rate remained at 3.75%. Weaker labour-market, retail-sales and business-survey data reduced expectations of an immediate 
increase, although the BoE continued to highlight upside risks from imported energy prices.

Market Performance

• Equities: Global equities extended their recovery as strong corporate earnings, resilient US data and continued investment in artific ial intelligence 
supported risk appetite. The MSCI World Index gained approximately 4.6% in US-dollar terms, led by US and technology-heavy Asian markets.

• Bonds: Government bonds generated modest positive returns despite significant volatility. The US 10-year Treasury yield briefly approached 4.7% 

before ending May at approximately 4.44%, around seven basis points higher over the month.
• Credit: Corporate credit delivered further gains as spreads tightened. Global IG corporate bonds returned approximately 0.6%, while  global HY gained 

around 0.7%. IG spreads narrowed by approximately five basis points and HY spreads by around 11 basis points.

• Commodities: Brent crude declined approximately 19%, its steepest monthly fall since March 2020, as optimism increased around a potentia l US-Iran 
agreement and the reopening of the Strait of Hormuz. Oil nevertheless remained above US$90 per barrel. Gold declined modestly, while copper 
benefited from demand linked to power infrastructure, data centres and AI investment.

Regional Market Overview
United States
• US equities reached new record highs, supported by robust corporate earnings and renewed enthusiasm for AI, semiconductors and technology 

infrastructure. The S&P 500 rose 5.3%, the Nasdaq gained 8.4% and the Russell 2000 advanced 4.4%. Growth stocks significantly outperformed value, 
while energy shares weakened as oil prices declined.

• The US 10-year Treasury yield increased to approximately 4.44%. Credit markets remained firm, with US IG and HY spreads narrowin g by approximately 

six and 11 basis points, respectively.
Eurozone
• Eurozone equities advanced, with the MSCI Europe ex-UK Index gaining approximately 4.3% in euro terms. Technology, travel and ba sic-resources 

companies led performance, while lower oil prices supported energy-sensitive sectors. The economic backdrop remained weak, however, as business 
activity contracted and inflation increased. The German 10-year Bund yield declined by approximately ten basis points.

United Kingdom

• UK equities delivered modest gains, with the FTSE All-Share rising approximately 1.2% in sterling terms. The UK 10-year gilt yield declined by around 20 
basis points to just above 4.8%, as weaker employment, retail-sales and PMI data reduced expectations of an immediate BoE rate increase.

Japan:

• Japanese equities rallied, led by semiconductor and AI-related companies. The TOPIX gained approximately 6.2%, while the Nikkei 225 rose 11.9%. The 
yen weakened against the US dollar, while economic surveys indicated slower services activity but continued strength in manufacturing.

China, Asia ex-Japan, and EM: 

• Chinese equities underperformed, with the MSCI China Index declining approximately 3.0% in US-dollar terms. Mixed domestic activity, continued 
property-sector concerns and limited exposure to the strongest-performing memory-chip companies weighed on returns.

• The MSCI Asia Pacific ex-Japan Index gained approximately 10.0%, supported by semiconductors, memory chips and AI infrastructure . South Korea rose 

approximately 35.0% and Taiwan gained 16.3%, while Indonesia, Malaysia and the Philippines declined.
• The MSCI Emerging Markets Index gained approximately 9.7% in US-dollar terms, led by technology-heavy Asian markets. Performance elsewhere was 

mixed: India declined 0.4%, Turkey fell 8.4%, Brazil lost 9.1% and Mexico gained 3.7%. Poland, South Africa, Argentina and Peru recorded positive 

returns.
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May saw the global market recovery strengthen, with risk assets extending April’s rebound as confidence 

improved and Middle East tensions eased. Optimism over a potential US-Iran agreement reduced concerns 
about energy disruption, driving oil prices lower and supporting risk appetite. Strong corporate earnings, 
particularly from US technology and AI-related companies, alongside resilient economic data, pushed the 

S&P 500 to record highs, gaining approximately 5.3%.
Global equities advanced across most DM and EM, while IG and HY credit delivered further gains as spreads 
tightened. Government bonds were more volatile, with yields rising mid-month on inflation concerns before 

easing towards month-end. Brent crude recorded its sharpest monthly decline since 2020, falling from above 
US$110 to around US$90 per barrel as fears of prolonged disruption through the Strait of Hormuz receded.
The global macroeconomic backdrop remained constructive despite persistent inflation pressures. US labour-

market data remained resilient and growth continued to outperform expectations, while central banks 
maintained a cautious stance. Markets increasingly focused on the prospect of higher -for-longer interest 
rates, although improving corporate fundamentals and continued AI enthusiasm outweighed these concerns.
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Asset-Class & Instrument-Level Market Overview:

May 2026 saw the global market recovery strengthen further, with risk assets building on April's rebound as robust corporate earnings, resilient US 
economic activity and continued enthusiasm for artificial intelligence supported investor confidence. Easing geopolitical ten sions, including optimism 
surrounding potential progress in US-Iran negotiations, helped reduce concerns over disruption to global energy supplies and con tributed to lower oil 

prices. The MSCI World Index gained 4.6% in US-dollar terms, while global government and corporate bonds also delivered positive returns despite 
continued interest-rate volatility.

The macroeconomic backdrop remained constructive but increasingly uneven. US economic activity continued to demonstrate resil ience, supported 
by a robust labour market and improving manufacturing indicators, although first-quarter growth remained softer than expected. Inflation remained 
above central bank targets across most developed markets, reinforcing expectations that major central banks would maintain a cautious approach to 

monetary policy. Eurozone economic activity remained subdued, while UK growth indicators softened modestly, supporting the vi ew that interest 
rates were likely to remain elevated for longer.

Government Bonds
Global government bonds generated modest positive returns during May despite significant intra-month volatility. Sovereign yields rose through the 
middle of the month as investors responded to persistent inflation concerns, elevated government borrowing requirements and s tronger-than-

expected economic data before partially retracing those moves towards month-end as oil prices declined and risk sentiment improved.
The Bloomberg Global Treasury Index delivered a modest positive return in US-dollar-hedged terms. The US 10-year Treasury yield rose to around 
4.4%, after briefly approaching 4.7% during the month. The German 10-year Bund yield finished little changed, while the UK 10-year gilt yield ended 

the month just below 4.8%. Japanese government bonds underperformed as the 10-year JGB yield rose to its highest level in almost three decades 
amid expectations of further monetary policy normalisation.

Corporate Credit
Corporate credit delivered further positive returns as resilient investor sentiment and continued demand for income -generating assets drove credit 
spreads tighter. Both global IG and HY bonds outperformed comparable government bonds as solid corporate fundamentals and lim ited default 

expectations supported the asset class.
Global IG spreads narrowed modestly, while HY spreads tightened further as investors continued to favour higher-yielding assets. US IG corporate 
bonds slightly outperformed US HY on a total-return basis as declining government bond yields towards month-end provided additional support for 

longer-duration investment-grade securities. Credit fundamentals remained broadly supportive, although historically  tight spreads reduced the scope 
for further capital appreciation and increased the importance of issuer selection.

Global Fixed Income
Global fixed-income markets produced modest positive returns during May, with corporate credit continuing to outperform many sovereign-bond 
markets. Falling yields towards month-end supported duration-sensitive assets, while attractive all-in yields continued to generate demand for IG 

credit, securitised assets and selected HY securities.
Infrastructure debt continued to provide stable, income-driven performance, supported by contracted cash flows, essential-service assets and 
sustained institutional demand. However, as private infrastructure debt does not have a single widely accepted monthly market  index, precise May 

performance varied materially  by strategy, geography, duration and underlying project exposure.

Equities

Global equities advanced strongly during May, led by the US and technology-related sectors as investor optimism surrounding artificial intelligence, 
digital infrastructure and resilient corporate earnings continued to drive markets higher. The MSCI World Index gained 4.6% i n US-dollar terms, while 
the S&P 500 rose 5.3%, recovering to record highs. The Nasdaq Composite outperformed broader markets, supported by continued strength across 

semiconductor and AI-related companies.
Asian equities also delivered strong returns, particularly in technology-oriented markets such as Taiwan and South Korea, while Japanese equities 
advanced as improving corporate governance reforms and a weaker yen continued to support investor sentiment. European equitie s participated in 

the global recovery but generally lagged the US and Asia, while UK equities generated more modest gains because of their lowe r exposure to high-
growth technology companies.
Technology, semiconductors and AI-related infrastructure remained the principal drivers of equity performance. Growth stocks con tinued to 

outperform value, although market participation broadened during the second half of the month as gains extended beyond the la rgest technology 
companies. Energy equities underperformed as oil prices declined.

Real Assets and Commodities
Commodity performance was mixed during May. Brent crude oil declined sharply from April highs as easing geopolitical tensions  and improving 
prospects for additional global supply reduced the risk premium embedded in energy markets. Despite the decline, oil prices r emained elevated 

relative to longer-term averages.
Gold recorded a modest monthly decline as stronger risk appetite and a firmer US dollar reduced demand for traditional safe-haven assets. Industrial 
metals remained comparatively resilient, supported by structural demand associated with electrification, power -grid investment, data centres and AI 

infrastructure. Listed infrastructure and selected industrial sectors continued to benefit from these long -term investment themes.
Listed and private infrastructure assets remained supported by structural demand for digital networks, electricity transmissi on, renewable energy and 
transportation investment. However, lower oil prices and continued interest-rate volatility produced divergent sector performance, with transport 

infrastructure benefiting from reduced fuel costs while energy-related infrastructure generated comparatively weaker returns.
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Asset-Class & Instrument-Level Performance*:

*Source: Blackfriars AM, Bloomberg. Data  as of 31/0 5/202 6. All in  GBP. 
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Asset-Class & Instrument-Level Performance*:

This document has been prepared by Blackfriars Asset Management Limited (“Blackfriars ”), which is authorised and regulated by the Financial Conduct Authority in the conduct of 

inves tment bus iness. Retail clients should not rely on this performance update and should seek professional adv ice before making any inves tment dec is ion as this MPS Portfolio 

solut ion is des igned for clients of Professional Advisors only.  Past performance is not necessarily a guide to the future. The value of shares in the Portfolio and the income derived 

therefrom may go down as well as up. The rate of currency exchange may cause the value of overseas inves tments (and any income derived from them) to go down as well as up. This 

document is for illus trat ive purposes only, and the information contained in this document does not constitute inves tment adv ice or an offer or solicitation to buy or sell any inves tment, 

fund or other security. The information and opinions contained in this document have been compiled, or arrived at, from sources believed to be reliable and in good faith, but no 

representation or warranty, express or implied, is made to their accuracy , completeness or correctness. Any data, research, analysis, opinions or other information published in this 

document is provided as general commentary and for commercial communication purposes only and represents the views of Blackfriars at the time of preparation and may be subject to 

change. Blackfriars have taken all reasonable care to ensure the information contained and stated herein is accurate and reliable but make no representation, guarantee, or warranty 

that it is wholly accurate and complete. The information contained herein has not been independently verified and no liability is assumed by Blackfriars for any direct, indirect, or 

consequential losses aris ing from its use. Blackfriars Asset Management Limited is registered in England and Wales, company no. 03173991. Regis tered office: Landmark 4th Floor, 78, 

Cannon Street, London, England, EC4N 6HL and is authorized and regulated by the Financial Conduct Authority with Firm Reference Number (FRN) 180892.
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