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Last week’s performance – major stock markets
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To hear more about these topics, you can listen to our latest episode on the 

Omnis Investment Club Podcast.
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Key stories from last week
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Market Monitor (%): How did major stock markets perform last week*?

UK: BANK OF ENGLAND TALKS ABOUT UNCERTAINTY

The Governor of the Bank of England (BoE) Andrew Bailey stressed that the path for interest rates “remains downwards” but added that “how far and

how quickly (rates are lowered) is now shrouded in a lot more uncertainty.” Meanwhile, according to Nationwide, UK house prices rose more than

expected in May, supported by low unemployment, strong wage growth and easing mortgage rates. All eyes remain on the government spending plans

with health and defence set to be prioritised over other areas.

US: STOCKS CLOSE HIGHER AS JOB GROWTH SLOWS IN MAY BUT HOLDS UP BETTER THAN EXPECTED

Equity markets posted gains for another week, with smaller companies doing particularly well, as did technology stocks due to upbeat sentiment around

artificial intelligence related stocks. Trade agreements also remained a notable talking point during the week, with tensions between the U.S. and China

continuing to re-escalate following social media comments from President Donald Trump at the end of the prior week. However, on Thursday, Trump and

President Xi Jinping held a phone call that “resulted in a very positive conclusion for both countries,” according to a social media post from President Trump,

which gave investors some hope that the issues could be resolved. In economic news, all eyes were on the job markets, with job growth slowing in May but

doing better than many had expected which was seen as positive. Elsewhere, indicators show that manufacturing activity continues to contract for the third

month in a row and services activity contracts for the first time in 11 months.

EUROPE: EUROPEAN CENTRAL BANK CUTS INTEREST RATES

Markets rose as inflation slowed, and the European Central Bank (ECB) cut interest rates. Stronger than expected U.S. jobs data also appeared to allay

fears of a recession. As expected, the ECB trimmed its key interest rate to 2%, the lowest level since 2022. President Christine Lagarde said that the ECB

had “nearly concluded” their interest rate cutting cycle, the ECB has delivered eight interest rate cuts since July 2024. Financial markets appear to expect

one more interest rate reduction, probably in the autumn, as the central bank assesses the risk to growth and inflation posed by trade policy uncertainty.

JAPAN: TRADE TALKS AND WAGES LAG INFLATION

There was no apparent agreement in the trade talks between the U.S. and Japan, although the talks reinforced preparation for an agreement to

potentially be announced in June at the G7 summit. On the economic data front, household spending fell in April. Wages after inflation also declined

in April, as inflation continued to outpace the wage hikes granted by employers. The Bank of Japan emphasised that, despite some pockets of

weakness, Japan’s economy is undergoing a moderate recovery. The central bank also reiterated its readiness to raise interest rates again if its

economic and inflation projections continue to materialise.

CHINA: COULD WEAK MANUFACTURING LEAD TO MORE STIMULUS?

Mainland Chinese stock markets advanced as a batch of weaker-than-expected economic indicators raised hopes that the government would roll out

more stimulus. Data showed that China’s manufacturing sector suffered its biggest decline since September 2022, reflecting the impact of U.S. tariffs on

smaller exporters. This supported the view that Beijing needs to roll out more incentives to boost consumption as it tries to offset the impact of U.S. tariff

hikes.
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