
 

 

Economic and market commentary – May 2021  

Defensive Assets (% return) 1mth 3mth 6mth 1yr 3yr pa 5yr pa 10yr pa 

Bloomberg AusBond Bank Bill 0.00 0.01 0.01 0.06 1.01 1.33 2.23 

Bloomberg AusBond Composite 0+ Years 0.27 1.64 -2.68 -1.21 4.14 3.32 4.93 

Bloomberg AusBond Credit 0+ Years 0.22 0.96 -0.67 2.92 4.76 4.25 5.44 

Bloomberg Barclays Global Agg. Credit Hedge 0.43 0.09 -1.72 3.29 5.22 4.38 5.98 

Bloomberg Barclays Global Aggregate Hedge 0.21 0.03 -1.84 -0.17 3.92 3.18 5.26 

Growth Assets (% return) 1mth 3mth 6mth 1yr 3yr pa 5yr pa 10yr pa 

FTSE Developed Core Infrastr. 50/50 Hedge -0.46 10.97 7.55 12.27 8.03 8.42 11.65 

FTSE EPRA Nareit Global 1.54 10.41 11.81 15.85 5.88 5.34 10.00 

HFRI Fund Weighted Composite n/a 3.55 8.15 10.06 7.26 6.32 8.26 

MSCI AC World ex Australia 1.37 9.00 10.62 22.04 13.64 13.32 13.87 

MSCI Emerging Markets 2.13 3.37 9.76 29.93 9.22 12.79 7.87 

S&P ASX 200 2.34 8.48 11.74 28.23 9.95 10.11 8.82 

S&P ASX 200 A-REIT (Sector) 1.69 11.53 4.61 24.44 6.59 5.39 11.09 

S&P ASX Small Ordinaries 0.27 6.09 10.42 26.73 7.89 10.27 5.12 

Currency & Commodity moves (% change) 1mth 3mth 6mth 1yr 3yr %Δ 5yr %Δ 10yr %Δ 

AUD vs USD 0.21 0.37 0.51 15.96 2.20 6.94 -27.53 

SPOT GOLD (USD) 7.76 9.91 0.45 10.26 46.87 56.91 24.16 

Iron Ore (USD/MT) 7.75 15.80 27.13 98.52 207.63 295.10 18.67 

NYMEX Light Crude Oil (USD) 5.72 12.80 35.32 78.23 -3.85 31.41 -37.18 

Bitcoin Futures (USD) -35.10 -20.85 26.60 292.82 393.04 n/a n/a 
 

Source: Evergreen Consultants, Financial Express, AUD total returns as at 31 May 2021, unless expressed otherwise. 

The good times persisted in May as sharemarkets around the globe continued to rise and retest record 

highs. This year we have already seen new peaks set in the US, Europe, India and Taiwan. Meanwhile, 

inflation concerns, rising input costs and tighter labour markets across developed markets led to increased 

volatility during the month. 

Australian shares extended a monthly run of gains to eight months in May, the longest stretch in fourteen 

years. However, tech shares and other high-growth companies are struggling to keep up with the rest of 

market. The S&P/ASX 200 Growth Index outperformed its Value counterpart by 15% last year, but has 

achieved less than half the returns of value shares since the start of this year. 

The S&P 500 and Dow Jones Industrial Average made all-time highs in the first week of the month and 

finished higher, despite a mid-month sell-off.  The Nasdaq 100 and Nasdaq Composite declined for the 

month, breaking a six-month streak of higher highs. Small and mid-cap names finished relatively flat. 

Elsewhere, bond markets strengthened on commentary from the US Federal Reserve's Open Market 

Committee, which indicated it was not behind the curve in relation to the surge in economic activity. The 

Australian dollar range-traded throughout the month to finish at US$0.7734, while gold and crude oil 

performed strongly. Iron ore forged new record highs intra-month and finished above US$200/tn. Crypto 

currencies fell sharply as their environmental burden came under the spotlight. 



 

Market commentary 

The Australian sharemarket enjoyed a strong May as local investors continued to pile into Banks and 

Resources, at the expense of the Information Technology and Utilities sectors, which have started to 

become funding sources for some investors. Overall, large caps easily outperformed small cap peers, 

making up the performance gap seen in the March quarter. The sell-off in the tech space was led by Nuix 

(the biggest Australian sharemarket listing of 2020). The data analysis company slumped after revealing 

a fall in forecast revenue for the second time in less than two months. Nuix shares have lost three-

quarters of their value since peaking in January.  

In the US, the first quarter earnings update shot the lights out. According to FactSet data, 86% of S&P 500 

members reported a positive EPS surprise and 76% reported a positive revenue surprise. Consumer 

Discretionary and Energy were the best reporting sectors while Utilities lagged. More broadly, Value 

stocks outperformed Growth stocks again in May (after a brief reversal in April). While Growth has 

outperformed Value since the pandemic lows, this year has seen Value names best respond to the “re-

opening” trade theme and investor concerns over rising inflation. 

In bond markets, the yield on the benchmark 10-year US Treasury decreased in May from a high of 1.70% 

to close at 1.59% (a fall in yield is positive for returns). Credit indices also posted solid performances as 

there were few signs of financial distress across the corporate sector. 

 

Economic commentary 

On the economic front, local eyes were focused on the Federal Budget. The current fiscal year is expected 

to see a huge deficit of $161 billion or 7.8% of GDP. This is $37 billion smaller than projected in December 

but is expected to fall to 5% of GDP in 2021/22. On the outlook, net debt/GDP is expected to reach 40.9% 

by 2024/25 (well below international peers such as the US). 

In the US, all eyes were focused on inflation data. Strong consumer demand and rising input costs saw 

headline consumer and producer price indices easily exceed expectations. Core CPI (which excludes food 

and energy) surged 0.9%, for the strongest monthly rise in the core since 1982. While higher prices are 

being driven by autos, transport and accommodation, some of the finer details suggest there could be 

temporary factors at play.  

Whether or not higher inflation becomes entrenched is the key question investors are contemplating, as 

this will shape monetary policy over the short to medium term. Elsewhere, higher unemployment 

benefits, labour and parts shortages, and data adjustment irregularities, hurt US jobs growth. Yet, on an 

unadjusted basis, the US created over a million jobs in both March and April. 

On the Continent, Eurozone PMIs for May were positive. While manufacturing has continued to recover, 

the rebound in the services sector has been delayed by ongoing restrictions. More recently, the strong 

progress of vaccination deployment appears to be boosting confidence in the services sector, with the 

services PMI business survey continuing to rise. And as the UK continues to reopen, activity is surging. 

April retail sales boomed, with clothing sales growing by 70% over the prior month. Finally, in China, 

policy tightening is now being reversed, with its economy strengthening. 
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