
 
 
 

 
Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any other 
entity, so they may lose value.  
© 2019 Capital Group. All rights reserved.  Page 1 of 6 
 
 

World markets review — Second quarter 2019 
 
Equities 

Global stocks advanced and several key market indexes hit record highs. Investor sentiment improved as 
central banks around the world made it clear that the era of easy monetary policy is far from over. Diminishing 
trade tensions near the end of the quarter also contributed to market gains as world leaders met in Japan to 
discuss trade and other issues at the G-20 summit. 

Cyclical stocks rallied as officials with the U.S. Federal Reserve and the European Central Bank suggested that 
interest rate cuts or other stimulus measures could be on the way. Traditionally defensive sectors, including real 
estate and health care, generally lagged the overall market. Energy stocks declined on falling oil prices. 

    June 2019     2Q 2019     YTD 2019 
    U.S. Local     U.S. Local     U.S. Local 
Equity index returns (%)   dollar  currency     dollar  currency     dollar  currency 
S&P 500   7.0 7.0     4.3 4.3     18.5 18.5 
MSCI ACWI   6.5 5.7     3.6 3.2     16.2 15.9 
MSCI ACWI ex USA   6.0 4.2     3.0 2.1     13.6 12.9 
MSCI World   6.6 5.9     4.0 3.6     17.0 16.7 
MSCI Emerging Markets IMI   6.0 4.3     0.4 0.1     10.1 9.7 
MSCI EAFE   5.9 4.3     3.7 2.8     14.0 13.7 
MSCI Europe   6.7 4.6     4.5 4.0     15.8 16.1 
MSCI Pacific   4.6 3.7     2.4 0.8     11.2 9.9 
Source: RIMES                       

 

Fixed income 

Investment-grade bonds rose amid indications from Fed leaders that they may cut short-term interest rates as 
early as July. ECB officials also suggested that rate cuts and a resumption of the central bank’s bond-buying 
program are under consideration amid signs of weakening economic growth and fears of a global trade war. 

In foreign exchange markets, the U.S. dollar declined against the euro and the yen as investors anticipated at 
least two Fed rate cuts in the second half of the year. Meanwhile, the British pound fell sharply after continuing 
Brexit turmoil resulted in the announced resignation of U.K. Prime Minister Theresa May. 

 
Jun 2Q YTD   Exchange rates Jun 2Q YTD 

Fixed income index returns (%) 2019 2019 2019   (% change vs. USD) 2019 2019 2019 
Bloomberg Barclays U.S. Aggregate 1.3 3.1 6.1   Euro 2.2 1.4 –0.4 
Bloomberg Barclays Global Aggregate 2.2 3.3 5.6   Japanese yen 0.8 2.7 1.8 
Bloomberg Barclays U.S. Corp IG 2.4 4.5 9.9   British pound 1.0 –2.3 –0.1 
Bloomberg Barclays U.S. Corp HY 2.3 2.5 9.9   Canadian dollar 3.5 2.2 4.5 
JPM EMBI Global Diversified 3.4 4.1 11.3   Australian dollar 1.3 –1.2 –0.3 
JPM GBI-EM Global Diversified 5.5 5.6 8.7   Swiss franc 3.2 2.1 1.1 
Source: RIMES. All returns are in U.S. dollar terms.               
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North America 

U.S. equities touched new all-time highs, rising 4% for the quarter. Elevated trade tensions with China rattled 
markets in May but eased later in the period. Investors also took comfort in the growing likelihood of an interest 
rate cut in the coming months. The Standard & Poor’s 500 Composite Index has risen 19% year to date, its best 
calendar first half since 2007. 

Volatility returned to markets in May as trade discussions broke down between China and the U.S. The 
U.S. increased tariffs on $200 billion of Chinese goods from 10% to 25%, and China retaliated with similar 
measures on $60 billion of U.S. exports. Markets calmed in June as a planned meeting between leaders of the 
two countries at the G-20 summit raised optimism for an eventual resolution to the dispute. 

Economic data was mixed. The U.S. economy grew at a solid 3.1% annual rate in the first quarter, but the labor 
market showed signs of plateauing. In May, only 75,000 jobs were added to the workforce, and wages grew 3.1% 
from the previous year — the slowest pace since September. The Conference Board’s consumer confidence 
index declined to its lowest point in nearly two years. 

Qualcomm advanced 35%, its shares soaring after the chipmaker announced a settlement with Apple. The deal 
includes multiyear licensing and chipset supply agreements and ends a two-year legal dispute. Microsoft gained 
14% on the strength of its cloud computing business. Within the communication services sector, social media 
giant Facebook climbed 16% and Disney shares rose 26%.  

The health care sector lagged, edging up 1%. Calls for drastic drug pricing reform by 2020 presidential 
candidates have weighed on sentiment and pressured stocks within the biotechnology industry. Regeneron 
Pharmaceutical shares sank 24%. AbbVie lost 9% as it announced plans to purchase rival Allergan for $63 billion, 
representing a 45% premium over Allergan’s previous closing price.  

Energy was the only sector to decline as crude oil prices fell during the quarter. Nevertheless, West Texas 
Intermediate oil has risen 29% year to date. Occidental Petroleum shares plummeted 23% as investors feared the 
company overpaid for its purchase of Anadarko Petroleum following a bidding war with Chevron. Occidental 
shares touched 10-year lows, while Anadarko shares soared 56%. 

Bond markets had another strong quarter. The Fed left interest rates unchanged at its June meeting and 
expressed a dovish tone that led yields to decline. The 10-year Treasury yield fell by 41 basis points to 2.00%, its 
lowest level since 2016. Returns were positive across bond sectors. Investment-grade corporates were among 
the best performers, advancing 4.5% for the quarter. Option-adjusted spreads for these bonds tightened slightly, 
contracting 4 basis points to end at 115 basis points. Issuance picked up: International Business Machines and 
Bristol-Myers Squibb issued notable deals of $20 billion and $19 billion, respectively, to fund acquisitions. 
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Europe 

European stocks rose on indications from the European Central Bank that it may cut interest rates in the months 
ahead. Stock prices advanced despite continuing political turmoil across Europe, including the announced 
resignation of U.K. Prime Minster Theresa May amid stalled Brexit negotiations. Overall, the MSCI Europe Index 
gained 4% for the quarter and 16% for the year to date.  

British stocks lagged the overall market as U.K. leaders failed to reach an agreement on a plan to withdraw 
from the European Union. With Brexit rancor reaching a boiling point, May announced she will resign as soon as 
the Conservative Party can select a new leader, likely in July. The British pound fell 2% against the U.S. dollar as 
investors worried about the prospects for a no-deal Brexit, which could hinder European trade relationships. 

ECB President Mario Draghi, reacting to weakening economic data, said the central bank may consider a 
number of stimulus measures, including the resumption of a previously halted bond-buying program and cutting 
rates further into negative territory. The ECB’s key policy rate stood at –0.4% in June. Draghi’s comments drove 
European stocks and bonds higher as investors cheered the likely extension of loose monetary policy. 

Economically sensitive stocks outpaced defensive areas of the market, led by a 9% gain in the technology 
sector. Shares of German software giant SAP rose in tandem with a rally in U.S. tech stocks. Industrial stocks 
also moved significantly higher. Conversely, some U.K. companies weighed heavily on European markets, 
underscored by double-digit declines in the shares of Glencore, Imperial Brands and British American Tobacco. 

In fixed income markets, European government bonds advanced on Draghi’s announcement and strong 
indications that the U.S. Federal Reserve is planning to reduce interest rates as soon as July. The yield on 
Germany’s benchmark 10-year note fell 25 basis points to end the quarter at –0.32%. Similar maturities in Spain 
declined 71 basis points to 0.40%. In currencies, the euro rose 1% against the dollar. 
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Asia-Pacific  

Japanese stocks fell modestly and trailed other major global markets as exports remained weak. The MSCI 
Japan Index lost 2% and the MSCI Pacific ex Japan Index rose 6%. Japan’s government declared an 
unprecedented 10-day market holiday mid-quarter to celebrate the ascension of Emperor Naruhito.  

Economic data was mixed as trade weighed on the Japanese economy. Industrial production rose at its 
fastest monthly clip since last October, and core machinery orders increased for the first time in 2019. Retail sales 
rose 1.2% in May, the largest gain of the year, suggesting that Japanese consumers are stocking up ahead of a 
consumption tax hike planned for October. But U.S.-China trade friction hammered Japan’s exports, which 
recorded their sixth consecutive monthly decline in May. The Nikkei Flash Japan Purchasing Managers’ Index 
slipped to 49.5 in June as new orders declined at the fastest pace in three years.  

The Bank of Japan held rates steady at its June meeting, even as inflation remained well below its 2% target. 
Core inflation rose 0.8% in May, down slightly from April. With the U.S. Federal Reserve hinting at rate cuts, the 
Japanese yen gained 2.7% against the U.S. dollar.   

SoftBank and Nintendo rose; automakers fell. SoftBank rose 12% as its first-quarter operating profit tripled 
from a year earlier and it prepared to launch a second Vision Fund to make technology investments. Nintendo 
soared 26% after partner Tencent received regulatory approval to sell the Nintendo Switch gaming console in 
China. Japanese automakers came under pressure amid the threat of U.S. tariffs, with Honda losing 6% and 
Nissan falling 15%; Toyota eked out a 3% gain. Mizuho Financial declined 9% as the bank’s forecast for current-
year earnings was short of market expectations. Takeda Pharmaceutical fell 15% as it forecast an operating loss 
for its current fiscal year related to the costs of integrating its acquisition of Shire.  

Australia led the region’s stock markets higher. Australian stocks gained 9% as the central bank cut interest 
rates and voters unexpectedly re-elected the country’s center-right prime minister. The Reserve Bank of Australia 
cut the cash rate by a quarter-point to 1.25% amid trade uncertainty, falling housing prices and an uptick in 
joblessness, which has weighed on consumer spending. Elsewhere, stocks rose 7% in Singapore, 6% in New 
Zealand and 1% in Hong Kong. 
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Emerging markets 

Emerging markets stocks fluctuated due to bouts of volatility tied to U.S.-China trade talks, concerns over 
China’s slowing economy and election uncertainty in several countries. Many emerging markets currencies 
gained against the dollar, boosting returns for local currency bonds. Overall, the MSCI Emerging Markets 
Investable Market Index finished essentially flat, putting its year-to-date gain at 10%. 

Chinese stocks declined after strong gains through April. Trade talks with the U.S. broke down and each 
country announced plans to raise tariffs on certain products that the other country produces. Leading internet 
companies fell despite strong sales growth. Shares of e-commerce giant Alibaba fell 6%, online travel provider 
Ctrip stumbled 15% and social media titan Tencent lost 2%. Chinese energy companies also fell on weaker oil 
and gas prices. The Chinese renminbi declined 2% against the dollar. 

Returns were mixed across Asia. Taiwanese stocks ended flat and Korean stocks edged lower. Both countries 
are major exporters and were affected at varying levels by trade tariffs stemming from global trade disputes. 
Indian stocks also finished near the breakeven line. Prime Minister Narendra Modi won a decisive re-election in 
May but faces a slowing economy and credit quality issues among non-bank lenders. The MSCI India IMI has 
been trading near record highs and stock valuations in India remain pricey relative to other developing markets.  

Brazilian stocks advanced on hopes President Jair Bolsonaro can overhaul Brazil’s pension system, a key 
building block for his pro-market agenda. Pension reform is needed to shore up Brazil's fiscal finances and pave 
the way for economic growth. Brazil’s economy has been sluggish since emerging from a long recession in 2017.  

On a sector basis, financials registered the biggest gains. Shares of state-owned Russian banking giant 
Sberbank surged 25%, helped by an increasing dividend payout and record 2018 profits. Shares of Indian 
financial conglomerate HDFC gained 12% on profit growth and stable credit quality. Brazilian stock exchange 
operator B3 and private sector banks Itaú Unibanco and Banco Bradesco also contributed to sector returns. 

Dollar-denominated sovereign debt posted solid returns as major central banks signaled plans to keep 
interest rates low to support global growth. Dollar bonds in Brazil, Russia and South Africa all gained at least 5%. 
Several countries sold new bonds, including Serbia, Croatia and Peru. Among corporate issues, oil giant Saudi 
Aramco raised $12 billion in its debut bond sale.  

 

Quarter-to-date total returns (%) 
        USD Local Local Exchange 
  Equity     debt debt debt rate 
Equity indexes (USD) (USD)   Fixed income / currency (USD) (USD) (Local) (vs. USD) 
MSCI Emerging Markets IMI 0.4   JPM EMBI Global Div 4.1 --- --- --- 
MSCI Brazil IMI 7.7   JPM GBI-EM Global Div --- 5.6 4.1 --- 
MSCI China IMI –4.1   Brazil 5.3 7.4 5.8 1.5 
MSCI India IMI –0.2   Indonesia 5.1 4.5 3.6 0.8 
MSCI Mexico IMI 1.3   Malaysia 3.7 0.6 1.8 –1.2 
MSCI Russia IMI 16.7   Mexico 2.7 6.1 5.1 1.0 
MSCI South Africa IMI 6.1   Poland 3.0 4.4 1.6 2.8 
MSCI Korea IMI –2.2   South Africa 6.6 6.0 3.7 2.3 
MSCI Taiwan IMI 0.7   Turkey 5.9 10.1 12.7 –2.3 
Source: RIMES               
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The statements expressed herein are as of the date published, are subject to change at any time based on market or other conditions and are 
based on information from sources believed to be reliable. This information is intended to highlight issues and should not be considered 
advice, an endorsement or a recommendation. Permission is given for personal use only. Any reproduction, modification, distribution, 
transmission or republication of the content, in part or in full, is prohibited. 
Certain market indexes are unmanaged and, therefore, have no expenses. Investors cannot invest directly in an index.  
Developed-market returns are in local currency and include net dividends. Emerging markets returns are in U.S. dollars. Unless otherwise 
noted, country stock returns are based on MSCI indexes, expressed in U.S. dollars, and assume the reinvestment of dividends. Results reflect 
dividends net of withholding taxes.  
Bloomberg Barclays indexes are unmanaged, and results include reinvested dividends and/or distributions but do not reflect the effect of sales 
charges, commissions, account fees, expenses or U.S. federal income taxes.   
Bloomberg Barclays U.S. Aggregate Index represents the U.S. investment-grade fixed-rate bond market. 
Bloomberg Barclays Global Aggregate Index represents the global investment-grade fixed income markets.  
Bloomberg Barclays U.S. Corporate Investment Grade Index represents the universe of investment grade, publically issued U.S. corporate 
and specified foreign debentures and secured notes that meet the specified maturity, liquidity, and quality requirements. 
Bloomberg Barclays U.S. Corporate High Yield 2% Issuer Capped Index covers the universe of fixed-rate, non-investment-grade debt. The 
index limits the maximum exposure of any one issuer to 2%.  
Dow Jones Industrial Average is a price-weighted average of 30 actively traded industrial and service-oriented blue chip stocks. 
J.P. Morgan Emerging Markets Bond Index (EMBI) Global Diversified and related country-specific indexes track total returns for U.S. dollar-
denominated debt instruments issued by emerging market sovereign and quasi-sovereign entities: Brady bonds, loans, eurobonds. 
J.P. Morgan Government Bond Index – Emerging Markets (GBI-EM) Global Diversified and related country-specific indexes cover the 
universe of regularly traded, liquid fixed-rate, domestic currency emerging market government bonds to which international investors can gain 
exposure. 
MSCI indexes are free-float-adjusted, market-capitalization weighted indexes. Developed market index results reflect dividends net of 
withholding taxes. Emerging market index results reflect dividends gross of withholding taxes through December 31, 2000, and dividends net 
of withholding taxes thereafter. Each index is unmanaged, and its results include reinvested dividends and/or distributions but do not reflect 
the effect of sales charges, commissions, account fees, expenses or U.S. federal income taxes. 
MSCI All Country World Index (ACWI) is designed to measure results of more than 40 developed and emerging equity markets.  
MSCI All Country World (ACWI) ex USA Index is designed to measure equity market results in the global developed and emerging markets, 
excluding the United States.  
MSCI EAFE® (Europe, Australasia, Far East) Index is designed to measure developed equity market results, excluding the United States and 
Canada.  
MSCI Emerging Markets Investable Markets Index includes large, mid-cap and small-cap segments, targeting a coverage range of close to 
99% of more than 20 emerging equity markets. Individual emerging markets listed herein represent a subset of the MSCI Emerging Markets 
Investable Market Index. 
MSCI Europe Index is designed to measure developed equity market results across 15 developed countries in Europe.  
MSCI Pacific Index is designed to measure the equity market performance of the developed markets in the Pacific region. It consists of Japan, 
Australia, Hong Kong, New Zealand and Singapore.  
MSCI World Index is designed to measure equity market results of developed markets. The index consists of more than 20 developed-market 
country indexes, including the United States.  
Nasdaq Composite Index is a broad-based market-capitalization-weighted index that measures all domestic and international-based common-
type stocks listed on The Nasdaq Stock Market. 
S&P 500 Index is a market-capitalization-weighted index based on the results of 500 widely held common stocks. This index is unmanaged, 
and its results include reinvested dividends and/or distributions but do not reflect the effect of sales charges, commissions, account fees, 
expenses or U.S. federal income taxes. 
Bloomberg® is a trademark of Bloomberg Finance L.P. (collectively with its affiliates, “Bloomberg”). Barclays® is a trademark of Barclays Bank 
Plc (collectively with its affiliates, “Barclays”), used under license. Neither Bloomberg nor Barclays approves or endorses this material, 
guarantees the accuracy or completeness of any information herein and, to the maximum extent allowed by law, neither shall have any liability 
or responsibility for injury or damages arising in connection therewith.  
This report, and any product, index or fund referred to herein, is not sponsored, endorsed or promoted in any way by J.P. Morgan or any of its 
affiliates who provide no warranties whatsoever, express or implied, and shall have no liability to any prospective investor, in connection with 
this report.  
MSCI has not approved, reviewed or produced this report, makes no express or implied warranties or representations and is not liable 
whatsoever for any data in the report. You may not redistribute the MSCI data or use it as a basis for other indices or investment products.  
The S&P 500 (“Index”) is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by Capital Group. 
Copyright © 2019 S&P Dow Jones Indices LLC, a division of S&P Global, and/or its affiliates. All rights reserved. Redistribution or reproduction 
in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. 
American Funds Distributors, Inc., member FINRA. 
Lit. No. ITGEFL-099-0719 CGD/10357-S71406   
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