
WHAT HAPPENED

Global markets continued to price in rising odds of a recession in the

U.S. and in Europe, whilst remaining optimistic about China. Fixed

income duration rallied 1% as break-even inflation came off sharply

in the week and the UST curve flattened. Commodity prices also

eased 3.4% in the week highlighting waning upstream price

pressure, though, oil prices fell much less. In this backdrop, global

equities lost 2.2% led by U.S. and European bourses. Meanwhile,

Chinese markets did relatively better –easing only 0.2% on the

week– on a jump in the country’s purchasing manager indices (PMIs)

following easing lockdowns and rising hopes for stimulative policies.

Credit spreads widened -with the sell-off in US HY outpacing that of

EM and US-IG. The USD index hardened another 0.9% --with the

brunt of it being borne by the Euro and the British Pound which were

down around 1.3% on the week.

Market drivers: Tough talk on price stability from Fed Chair Powell

and ECB President Lagarde amplified recession concerns. Easing

lockdowns in China + the June monthly jump in its PMIs to above 50

fueled expectations of a growth ‘bright spot’ amid worsening

conditions at most other major economies.

US:

S&P 500 closed out first half of 2022 with a -20% return. This is the 

worst in decades (1962: -23.5%; 1970: -21%). The PCE price index, 

the Fed’s preferred measure, showed that inflation increased 0.6% 

m/m in May at an annual rate of 6.3%. Core PCE increased 0.3%, 

less than expected, hitting an annual rate of 4.7%.  Q2 GDP growth 

is tracking ~0% q/q annualized, suggesting that the risk of a near-

term technical recession (two consecutive quarters of negative q/q 

annualized growth) is elevated. The monthly ISM manufacturing PMI, 

for June, was also weaker than expected, with a pronounced drop in 

new orders to 49.2, from 55 in May.

Europe:

German HICP inflation fell from 8.7% in May to 8.2% in June, 

surprising market expectations to the downside. However, euro area 

unemployment rate also eased below expectations –highlighting tight 

labor market conditions amid elevated inflation. In this backdrop, 

ECB President Lagarde reaffirmed intention to raise rate in July; she 

was backed by the hawkish comments of several ECB governing 

council members.

China/Asia: 

Chinese PMIs swung back up above 50, in June following the easing 

of lockdowns. The lowering of  quarantine requirements (for overseas 

visitors) has also added to the optimism about a broader opening-up. 

In the rest of Asia, manufacturing PMIs eased in June, but generally 

held up in expansionary territory. Japan’s activity data (IP & retail 

sales) for May, however, slumped highlighting a bigger than 

expected drag in that month from the activity downshift in China. 

President Xi was in Hong Kong (on the 25th anniversary of its 

handover to the PRC) promising to implement its own interpretation 

of the ‘One Country, Two Systems’ framework. 

Chinese manufacturing & services PMIs bounce back on easing 

lockdowns

UST yield curve flattening accompanies a sharp drop in the 2Y 

breakeven rate of inflation to its lowest since mid-Feb’22
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GLOBAL EQUITIES 

(USD, % chg. Total Return)
Level 5D (%) MTD (%) QTD (%) YTD (%) 1Y (%) 3Y (%)1 2021 (%)

MSCI All-Country World --- -2.2% 0.4% 0.4% -19.7% -15.3% 6.6% 19.0%

MSCI World - DM --- -2.2% 0.5% 0.5% -19.9% -13.8% 7.5% 22.3%

MSCI EAFE --- -2.2% -0.8% -0.8% -19.9% -18.1% 1.1% 11.8%

MSCI EM --- -1.5% -0.8% -0.8% -18.1% -25.2% 0.4% -2.2%

COUNTRY EQUITIES 

(% chg. Total Return)

US (S&P 500) --- -2.2% 1.1% 1.1% -19.1% -10.1% 10.7% 28.7%

US (NASDAQ) --- -4.1% 0.9% 0.9% -28.6% -22.8% 12.1% 22.2%

US (Russell 2000) --- -2.1% 1.2% 1.2% -22.5% -24.9% 4.5% 14.8%

Japan (NIKKEI 225 JPY) --- -1.9% -1.7% -1.7% -8.9% -7.9% 8.1% 6.7%

EU (STOXX 600 USD Hedged) --- -1.1% 0.2% 0.2% -13.5% -7.4% 5.4% 24.1%

UK (FTSE 100 GBP) --- -0.5% 0.0% 0.0% -1.0% 4.4% 2.1% 18.4%

France (CAC 40 EUR) --- -2.3% 0.1% 0.1% -14.9% -6.7% 4.8% 31.9%

Germany (DAX 30 EUR) --- -2.3% 0.2% 0.2% -19.3% -17.9% 0.8% 15.8%

China (MSCI China USD) --- -0.2% 0.0% 0.0% -11.2% -31.4% -0.7% -21.6%

FIXED INCOME (USD, % chg.)2

Global Treasury ex. US --- 0.9% 0.7% 0.7% -7.0% -6.9% -1.3% -1.7%

US Treasury --- 1.3% 0.5% 0.5% -8.7% -8.4% -0.6% -2.3%

Global IG Corporate --- 0.7% 0.6% 0.6% -12.4% -12.3% -0.9% -0.8%

Global High Yield --- -1.6% 0.3% 0.3% -14.9% -15.2% -1.8% 2.5%

S&P Municipal Bond IG Intermediate --- 0.6% 0.3% 0.3% -7.2% -6.9% 0.1% 0.9%

US Leveraged Loans --- -1.1% -0.1% -0.1% -4.6% -2.9% 2.0% 5.2%

EM USD Denominated --- -0.2% 0.6% 0.6% -16.7% -17.5% -3.4% -1.7%

COMMODITIES (USD, % chg.)

Bloomberg Commodity Index 251 -3.4% 0.1% 0.1% 18.5% 24.2% 14.7% 27.1%

Oil (WTI, USD / Barrel) 108.4 -1.0% 2.5% 2.5% 40.8% 44.1% 22.4% 58.7%

Gold (USD / Troy Ounce) 1,795.7 -1.7% -1.0% -1.0% -1.3% 1.2% 8.9% -3.8%

SPREADS (OAS, bp chg.)3

US Investment Grade Corporate 158 10 3 3 66 77 45 -4

US High Yield 578 71 9 9 295 313 211 -77

EM USD Denominated 409 26 2 2 112 140 124 16

KEY RATES (bp chg.)4

3M US Libor 158 10 3 3 66 77 45 -4

2Y US Treasuries 578 71 9 9 295 313 211 -77

10Y US Treasuries 409 26 2 2 112 140 124 16

30Y US Treasuries 158 10 3 3 66 77 45 -4

10Y German Bund 578 71 9 9 295 313 211 -77

10Y UK Gilt 409 26 2 2 112 140 124 16

10Y Japanese Bond 158 10 3 3 66 77 45 -4

CBOE VIX 578 71 9 9 295 313 211 -77

FOREIGN EXCHANGE (vs. USD, % chg.)5

USD - Majors Dollar Index 105.1380 0.9% 0.4% 0.4% 9.9% 13.5% 2.8% 6.4%

Euro 1.0414 -1.3% -0.7% -0.7% -8.4% -12.1% -2.6% -6.9%

British Pound 1.2095 -1.4% -0.7% -0.7% -10.6% -12.1% -1.5% -1.0%

Japanese Yen 135.2100 0.0% 0.4% 0.4% -14.9% -17.5% -7.1% -10.3%

All data as of 1 July 2022, market close, unless otherwise stated. 

Please see important footnotes for returns and charts on next page.

Past performance is not indicative of future results.

Charts are provided for illustrative purposes and are not indicative of the past or 

future performance of any product.

WHAT’S AHEAD

Data Releases

US factory orders (T) & jobs/employment data (F)

Eurozone services PMI (T), Germany factory orders (W)

China inflation (F/S)

UK services & composite PMI (T)

MSCI China outperformed S&P on greater optimism about re-

opening and stimulus, and the sequential macro-outlook
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DEFINITIONS        

Purchasing Manger Indices (PMI) An economic indicator derived from monthly surveys of private sector companies. A level above 50 indicates expansion compared to the prior month and below 50 contraction.

MSCI All-Country World The MSCI All-Country World Index is an index that tracks the performance of both Developed and Emerging Market equities

MSCI World - DM The MSCI World Index is an index that tracks the performance of Developed Market equities

MSCI EAFE The MSCI EAFE Index is an index that tracks the performance of Developed Market equities across Europe, Australasia and the Far East excluding the US and Canada

MSCI EM The MSCI EM index tracks the performance of Emerging Market Equities

US (S&P 500) The S&P 500 is an index designed to track the performance of the largest 500 US companies

US (NASDAQ) The Nasdaq Composite Index is the market capitalization-weighted index of approximately 3,000 common equities listed on the Nasdaq stock exchange

US (Russell 2000) The Russell 2000 Index is a small-cap stock market index of the bottom 2,000 stocks in the Russell 3000 Index

Japan (Nikkei 225) The NIKKEI 225 is an index that tracks the performance of the largest 225 companies traded in the Japanese market

EU (STOXX 600) The STOXX 600 is an index that represents the performance of 600 large, mid and small capitalization companies across 18 countries in the European Union

UK (FTSE 100) The FTSE 100 is an index that tracks the performance of the largest 100 companies traded on the London Stock Exchange

France (CAC 40) The CAC 40 is an index that tracks the performance of the largest 40 companies traded on the Paris Stock Exchange

Germany (DAX 30) The DAX 30 is an index that tracks the performance of the largest 30 companies traded on the Frankfurt Stock Exchange

China (MSCI China) The MSCI China Index captures large and mid cap representation across H shares, B shares, Red chips, P chips and foreign listings. With 459 constituents, the index covers about 85% of this China equity universe.

China Caixin Services PMI In China, the Caixin Services Purchasing Managers' Index measures the performance of the services sector.

Global Treasury ex US The Bloomberg Barclays Global Treasury ex US index tracks fixed-rate local currency government debt of investment grade countries excluding the US and represents the Treasury sector of the Global Aggregate Index

US Treasury The Bloomberg Barclays US Treasury Index is the US Treasury component of the US Aggregate Index and uses public obligations of the US Treasury with a remaining maturity of one year or more

Global Investment Grade - Corp. This Index reflects the Corporate component of the Bloomberg Barclays Global Aggregate Index which is designed to provide a broad-based measure of the global investment-grade fixed income markets

Global High Yield The Bloomberg Barclays Global High Yield Index is a broad-based measure of the global high yield market

US Leveraged Loans The S&P/LSTA Leveraged Loan Total Return Index is designed to measure the performance of the US leveraged loan market

S&P Municipal Bond IG Intermediate 
The S&P Municipal Bond Investment Grade Intermediate Index consists of bonds in the S&P Municipal Bond Index that are rated at least BBB- by Standard & Poor’s, Baa3 by Moody’s or BBB- by Fitch Ratings. All bonds must also have a minimum maturity of three years and a maximum 

maturity of up to, but not including, fifteen years as measured from the rebalancing date.

EM USD Denominated The Bloomberg Barclays EM USD Aggregate Index includes USD denominated debt from sovereign, quasi-sovereign, and corporate EM issuers

Bloomberg Commodity Index The Dow Jones UBS Commodity index is designed to provide diversified commodity exposure with weightings based on the commodity's liquidity and economic significance

Oil (WTII, USD / Barrel) Generic West Texas Intermediate crude oil spot price

Gold (USD / Troy Ounce) Gold London Bullion Market spot price, quoted in USD per Troy Ounce

US Investment Grade Corporate Bloomberg Barclays US Aggregate - Corporate Index is designed to measure the performance of the investment grade corporate sector in the US

US ISM manufacturing PMI Based on a survey of purchasing managers at more than 300 manufacturing firms by the Institute for Supply Management (ISM), the index monitors changes in production levels from month to month.

US High Yield The Bloomberg Barclays US High Yield Index covers the universe of fixed-rate, non-investment grade corporate debt in the US

3M US Libor Average interest rate at which a selection of banks in London lend to one another in USD with a maturity of 3 months

2Y US Treasuries Average yield of a range of Treasury securities all adjusted to the equivalent of a two-year maturity

10Y US Treasuries Average yield of a range of Treasury securities all adjusted to the equivalent of a ten-year maturity

10Y UK Gilt Average yield of a range of UK government bonds all adjusted to the equivalent of a ten-year maturity

10Y German Bund Average yield of a range of German government bonds all adjusted to the equivalent of a ten-year maturity

10Y Japanese Bond Average yield of a range of Japanese government bonds all adjusted to the equivalent of a ten-year maturity

CBOE VIX Indicator of the implied volatility of S&P 500 index as calculated by the Chicago Board Options Exchange (CBOE)

US 30Y Fixed-Rate Mortgage Bankrate.com 30-year US home mortgage fixed rate national average

S&P CoreLogic Case-Shiller 20-city 

Composite Home Price Index 
Tracks the value of single-family housing within the United States

USD - Majors Dollar Index A measure of the value of the US dollar relative to a basket of currencies of the US's most significant trading partners including the euro, Japanese yen, Canadian dollar, British pound, Swedish krona, and Swiss franc.

FOOTNOTES FOR RETURNS AND CHARTS ON PREVIOUS PAGE

1 3Y% change annualized for equities, commodities, foreign exchange and fixed income

2 Total returns in USD. USD hedged for Global Treasury ex US, Global Investment Grade – Corporate, and Global High Yield

3 OAS: option-adjusted spread. Both level and change in bp

4 Current level of interest rates (%) shown in "Level" column except for CBOE VIX. For CBOE VIX the value as of each date is shown not the change

5 “Level" for each exchange rate: USD/1 Euro; USD/1 British Pound; Japanese Yen/1 USD. Changes for Japanese Yen calculated using USD/1 Japanese Yen

Investors cannot invest directly in an index.
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future performance, such statements are forward looking and are subject to a number of risks and uncertainties. Information and opinions presented have been obtained or derived from sources which BNY Mellon believed to be reliable, 
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