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The rate of daily COVID vaccinations increased across mainland Europe with most countries 

now having around 30-40% of their population vaccinated with at least one dose. Alongside 

restrictions easing, this is starting to show through in the data as composite PMI provisionally 

jumped to 56.9 in May, the highest level since February 2018, helped by a very good increase 

in the Services PMI number, rising to 55.5 (from 50.5 in April). Much like developed economies, 

the Euro Area saw inflation pick-up in April to 1.6%, again largely due to energy prices. Unem-

ployment continued to fall, although at 8% in April it remains elevated relative to pre-COVID 

levels. 

 

In the US, 40% of the population have now been fully vaccinated against Coronavirus, with 

another 10% having received one of their two doses. However, there were some mixed mes-

sages on the data front. On the positive side, composite PMI rocketed to 68.1 in May’s prelim-

inary figure, its highest level since records began in October 2009. The increase was particu-

larly pronounced in Services, where significant increases in new order growth played a big part. 

Firms reported more difficulty filling vacancies with new jobs added in April coming in at a dis-

appointing 266,000 (versus a market expectation of 978,000). Unemployment rose (from 6% 

to 6.1%) for the first time in a year. Inflation continued to surge higher, rising to 4.2% in April 

(from 2.6% in March) driven by large increases in gasoline and oil prices as well significant rises 

in the price of 2nd hand vehicles. 
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Mid-May brought about another phase of easing in the UK as indoor hospitality reopened. By 

the end of the month 75% of over 18-year-olds in the UK had received at least one COVID 

shot, with just under 50% having received both doses. Data releases included a preliminary Q1 

GDP growth figure which showed a 1.5% fall quarter-on-quarter, mainly due to COVID re-

strictions being in place. The furlough scheme, however, continued to protect jobs and unem-

ployment remained muted, actually falling each month since December 2020. The latest read-

ing for March was 4.8%. The easing of some restrictions in April and May has also boosted 

more recent data – the preliminary composite Purchasing Managers Index (PMI) estimate for 

May, showed a rise to 62, the highest level since records began in 1998, driven by strength in 

both Manufacturing and Services. Inflation picked-up to 1.5% in April (from 0.7% in March), 

driven in part by higher energy and fuel prices. 

Japan saw a peak of new COVID cases and related deaths in mid-May, with both metrics hav-

ing since fallen. This was certainly helped by the restrictions put in place across four population 

dense prefectures. The 1st estimate for Q1 GDP growth showed a 1.3% contraction quarter-

on-quarter, which was expected given the 1st COVID wave covered this entire period and vac-

cine rollout has been slow. This continues to be the case and as Japan’s 2nd COVID wave has 

come in Q2 it is likely the country will enter a recession (two quarters of negative growth) in the 

1st half of this year. The flash composite PMI for May slumped backed down into contraction-

ary territory (48.1) as the mid-April restrictions began to impact these figures. 

Emerging Markets news continued to focus on COVID concerns. Fortunately, in India new daily 

cases peaked near the start of the month and have fallen rapidly since. Daily deaths were still 

rising, however, towards the end of May. In general the vaccine rollout has been very slow 

across EM countries, which may mean we start to see new waves emerging in due course. 

 

Currencies – the euro strengthened against most developed market currencies during May. It 

was up 1.2% against the US dollar, 1.8% against the yen and 1.4% against the Australian dollar. 

It was however down 1.2% against the pound. The euro was weaker against emerging market 

currencies, down 3.8% against the South African rand and 2.6% against the Brazilian real. 

 

Asset Classes 
The euro’s strength negatively impacted the euro returns of many foreign equities, with US 

equities in particular struggling. European equities were the relative outperformers. Real as-

sets, also negatively impacted by the euro given the international domicile of their assets, also 

had a tougher month. This was particularly true for Global Infrastructure, where the benchmark 

fell by 1.5%. 

Fixed income performance was good, and more credit exposed asset classes generally per-

formed better. The best performing bond type was inflation linked bonds, given rising inflation 

worries. 
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Always seek the advice and support of your investment adviser before making any 

significant changes to your investment positions. 

This outlook and commentary does not constitute an offer and should not be taken as 
a recommendation from the author or Thomond Asset Management. Advice should 
always be sought from an appropriately qualified professional. 
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WARNINGS 
1. The income you get from an investment 
may go down as well as up.  
2. The value of your investment may go 
down as well as up.  
3. Benefits may be affected by changes in 
currency exchange rates.  
4. Past performance is not a reliable guide 
to future performance. 
 

REGULATORY STATUS 
Thomond Asset Management is regulated 
by the Central Bank of Ireland as an 
Investment Business Firm under Section 
10 of the Investment Intermediaries Act, 
1995 (as amended) and registered as an 
insurance, reinsurance or ancillary 
insurance intermediary under the 
European Union (Insurance Distribution) 
Regulations, 2018. 
 


