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ALL EYES ON THE US AS INTEREST
RATES TAKE CENTRE STAGE

The FTSE All-World local currency index rose 1.0% in
May, bringing 12-month performance to 13.8%. The
FTSE World Asia Pacific Index was the strongest
region for the second month running, adding 1.5%,
equating to a 12-month return of 25.0%. The FTSE
All-World Middle East and Africa Index was the worst
performing region overall, declining 5% in May.

On a global sector view, healthcare stocks returned
the most over the month (3.5%), followed by
technology stocks (2.2%). Oil and gas gave up the
most ground, falling 4.6%.

TO HIKE OR NOT TO HIKE?

The timing of a possible US interest rate hike once
again took centre stage in May, with economic data
coming under the usual close scrutiny as a result. In
any event, May’s figures offered something of a mixed
bag. Revised Q1 GDP figures showed a 0.7%
deterioration in growth, partly due to weaker
consumer spending. This was offset by payroll data
for May showing the US economy added 280,000 jobs
over the month, well ahead of Bloomberg
expectations of a 226,000 gain.

In markets, the Nasdaq suffered a mini correction as
investors took stock of tech valuations. Twitter,
LinkedlIn, Alibaba and Yelp all briefly suffered, with
Twitter at one point falling some 26%, before
recovering lost ground by the end of the month.

The world of mergers and acquisitions (M&A)
shrugged off the mixed messages, however, with US
deals in May smashing records set during both the
dotcom and debt booms. The overall value of deals in
US-bound M&A came to US$243bn in May. That
compares with US$226bn in May 2007 and
US$213bn in January 2000, the previous biggest and
second biggest months respectively.

In a zeitgeisty move, US semiconductor maker Avago
acquired sector peer Broadcom for US$37 bhillion,

making for the largest ever acquisition in the
semiconductor industry. Cable operator Charter
Communications’ US$79bn deal to acquire Time
Warner Cable hit a similar ‘sign of the times’ note.

US equities finished the month 1.3% higher, equating
to an 11.7% return over 12 months.

EUROPE: GREXIT REDUX

In the Eurozone it was déja vu all over again as the
Greek debt crisis rumbled on with still no conclusion in
sight. Mid-month, the country came close to defaulting
on a €750m International Monetary Fund repayment
but scraped by using emergency funds. Prime
Minister Alexis Tsipras and his leftist Syriza party
have until the end of June to agree a new reform deal.
Despite the lack of progress, markets appeared to
have factored in a positive resolution to the crisis:
Greek equities posted Europe’s strongest returns in
May, gaining 4.9% in euro terms.

Elsewhere in the eurozone, profit-taking was the
name of the game as Germany equities fell, losing
0.2% for the month. French equities were slightly
stronger, gaining 0.7%. Stockmarkets in both
countries have made strong gains over 12 months,
with German shares adding 15.8% and French shares
15.2% in that time.

The US economy added 280,000
jobs over the month, well ahead
of Bloomberg expectations of a
226,000 gain

In the UK, a surprise victory for the ruling
Conservative party in May’s general election saw a
sharp rally in Sterling and equities. Investors had
been concerned over the prospect of a hung
parliament but the Conservatives ended up with 331
seats, a majority.

S
BNY MELLON



Nonetheless, UK economic data disappointed. First
guarter GDP growth remained unchanged at 0.3%,
despite expectations of an upwards revision, making
for the slowest rate of growth since 2012. The UK
manufacturing sector was also weak, with the
purchasing managers’ index achieving only a small
rebound from its lacklustre reading in April.
Meanwhile, the UK officially slipped into deflation for
the first time in more than half a century. UK equities
gained 0.9% in May, equating to a 12-month return of
6.2% in local currency terms.

Russian equities were the worst overall performers in

Europe in May, losing 5.8% as ongoing sanctions, the
conflict in the Ukraine and the prospect of a new cold

war chilled investor sentiment.

CHINA’S SLOW-MOTION SLOWDOWN

In Asia, China’s exports fell for a third month running
in May, while imports slumped the most in three
months, underscoring sluggish domestic demand. In a
bid to boost spending, the People’s Bank of China cut
its benchmark interest rate by a quarter-point to 5.1%,
its third cut in six months, while also lowering its
deposit rate by the same amount to 2.25%.

Towards the end of the month, Chinese equities
finally lost some of their exuberance after recent
record-breaking highs, shaking off some 3.4% over
the month. The 12-month return on Chinese equities
came in at 39.9%.

Elsewhere in Asia, Japanese equities were the
standout performer in May, gaining 5.2%. Over 12
months they have gained 42.8%, the most of any of
the world’s major global economies. Investors took
courage from a rise in exports to the US and a
smaller-than-expected current account deficit.

Employment figures for April were also encouraging:
at 3.3% the unemployment rate was at its lowest
since 1997. Less encouraging were

figures showing a fall in household

spending in April while inflation dropped

0.4 4

once more to zero.

COMMODITIES:

VOLATILITY REIGNS E
Gold initially hit a three-month high in “g”
May at US$1,225 an ounce, as investors g
reacted to weaker US economic data and =

the prospect of interest rates staying >

lower for longer. Nonetheless, the rally
proved to be short-lived with the precious
metal falling back to close the month only
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marginally ahead of its starting point of US$1,190 an
ounce.

Volatility was also apparent in oil pricing as West
Texas Intermediate (a benchmark for the industry)
oscillated above and below US$60 a barrel in
response to news flow around supply and demand.
Again, the end-of-May closing price — US$60.30 —
represented only marginal progress from the month’s
opening price.

Japanese equities were the standout
performer in May, gaining 5.2%. Over
12 months where they have gained
42.8%, the most of any of the world’s
major economies

In other commodities, cocoa (5.13%), soybean
(4.82%) and silver (3.37%) were the best performers,
while nickel (-9.62%), aluminium (-9.10%) and sugar
(-8.92%) were the main laggards.

In currencies, the US dollar was the strongest gainer
among a basket of major currencies as positive
economic data towards the end of the month built
momentum behind expectations of a September rate
rise. The Japanese yen (-3.8%), the Brazilian real (-
5.2%) and the New Zealand dollar (-6.7%) were the
weakest currencies overall in the month. The latter fell
on weaker-than-expected dairy prices as well as
speculation around the prospect of a rate cut in
coming months.

BOND MARKETS’ BUMPY RIDE

Volatility extended beyond commodities and into bond
markets which experienced a month of gyrations
culminating in a sell-off of long-term Japanese,
German and US debt.

Global Bond Yield Changes 30-4-2015 to 29-5-2015
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Long-dated eurobonds experienced the largest sell-
off overall, as 10-year Bund yields gained 12 basis
points, while those for 30-year Bunds gained 24
basis points, equating to returns of -0.9% and -3.6%
respectively.

US Treasuries were similarly affected: while yields on
2-year and 5-year dated instruments largely trod
water in May, yields on 10-year dated bonds gained
nine basis points, while those on 30-year bonds
gained 14 basis points, equating to a -0.4% and -1.7%
return respectively. The same trend was apparent in
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Japan where yields on 10-year bonds climbed

five basis points while those on 30-year bonds

gained 12 basis points, equating to a -0.4% and -1.7%
return respectively.

The Financial Times cited a number of factors to
explain the bumpy ride in bond markets. One theory
suggested market participants were now unwinding
positions that had been driven by fears of deflation. A
second suggested fears over poor bond market
liquidity were a trigger for the sell-off.
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BNY Mellon Investment Management is an investment management organization, encompassing BNY Mellon’s affiliated investment
management firms, wealth management organization and global distribution companies. BNY Mellon is the corporate brand of The Bank of
New York Mellon Corporation and may also be used as a generic term to reference the Corporation as a whole or its various subsidiaries
generally. The information in this document is not intended to be investment advice, and it may be deemed a financial promotion in non-U.S.
jurisdictions. Accordingly, where this document is used or distributed in any non-U.S. jurisdiction, the information provided is for Professional
Clients only. This material is not for onward distribution to, or to be relied upon by Retail Clients. Any statements and opinions expressed in this
document are correct as at the date of publication, are subject to change as economic and market conditions dictate, and do not necessarily
represent the views of BNY Mellon or any of its affiliates. The information contained in this document has been provided as a general market
commentary only and does not constitute legal, tax, accounting, other professional counsel or investment advice, is not predictive of future
performance, and should not be construed as an offer to sell or a solicitation to buy any security or make an offer where otherwise unlawful.
The information has been provided without taking into account the investment objective, financial situation or needs of any particular person.
BNY Mellon and its affiliates are not responsible for any subsequent investment advice given based on the information supplied. This
document is not investment research or a research recommendation for regulatory purposes as it does not constitute substantive research or
analysis. To the extent that these materials contain statements about future performance, such statements are forward looking and are subject
to a number of risks and uncertainties. Information and opinions presented in this material have been obtained or derived from sources which
BNY Mellon believed to be reliable, but BNY Mellon makes no representation to its accuracy and completeness. BNY Mellon accepts no
liability for loss arising from use of this material. If nothing is indicated to the contrary, all figures are unaudited. Any indication of past
performance is not a guide to future performance. The value of investments can fall as well as rise, so you may get back less than you
originally invested. This document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country in which such
distribution or use would be contrary to local law or regulation. This document may not be distributed or used for the purpose of offers or
solicitations in any jurisdiction or in any circumstances in which such offers or solicitations are unlawful or not authorized, or where there would
be, by virtue of such distribution, new or additional registration requirements. Persons into whose possession this document comes are
required to inform themselves about and to observe any restrictions that apply to the distribution of this document in their jurisdiction. The
investment products and services mentioned here are not insured by the FDIC (or any other state or federal agency), are not deposits of or
guaranteed by any bank, and may lose value. This document should not be published in hard copy, electronic form, via the web or in any other
medium accessible to the public, unless authorized by BNY Mellon Investment Management. Issuing entities: This document is approved for
Global distribution and is issued in the following jurisdictions by the named local entities or divisions: Europe, Middle East and Africa (excluding
Germany, Switzerland, Brazil, Dubai): BNY Mellon Investment Management EMEA Limited, BNY Mellon Centre, 160 Queen Victoria Street,
London EC4V 4LA. Registered in England No. 1118580. Authorised and regulated by the Financial Conduct Authority. « Canada: Services
offered in Canada by BNY Mellon Asset Management Canada Ltd. + Germany: Meriten Investment Management GmbH which is regulated by
the Bundesanstalt fir Finanzdienstleistungsaufsicht. « Switzerland: Issued by BNY Mellon Investments Switzerland GmbH, Talacker 29, CH-
8001 Zurich, Switzerland. Authorised and regulated by the FINMA. Dubai, United Arab Emirates: Dubai branch of The Bank of New York
Mellon, which is regulated by the Dubai Financial Services Authority. This material is intended for Professional Clients only and no other
person should act upon it. « Singapore: BNY Mellon Investment Management Singapore Pte. Limited Co. Reg. 201230427E. Regulated by the
Monetary Authority of Singapore. « Hong Kong: BNY Mellon Investment Management Hong Kong Limited. Regulated by the Hong Kong
Securities and Futures Commission. « Japan: BNY Mellon Asset Management Japan Limited. BNY Mellon Asset Management Japan Limited is
a Financial Instruments Business Operator with license no 406 (Kinsho) at the Commissioner of Kanto Local Finance Bureau and is a Member
of the Investment Trusts Association, Japan and Japan Securities Investment Advisers Association. « Australia: BNY Mellon Investment
Management Australia Ltd (ABN 56 102 482 815, AFS License No. 227865). Authorized and regulated by the Australian Securities &
Investments Commission. * United States: BNY Mellon Investment Management. « Canada: Securities are offered through BNY Mellon Asset
Management Canada Ltd., registered as a Portfolio Manager and Exempt Market Dealer in all provinces and territories of Canada, and as an
Investment Fund Manager and Commodity Trading Manager in Ontario. « Brazil: this document is issued by ARX Investimentos Ltda., Av.
Borges de Medeiros, 633, 4th floor, Rio de Janeiro, RJ, Brazil, CEP 22430-041. Authorized and regulated by the Brazilian Securities and
Exchange Commission (CVM). The issuing entities above are BNY Mellon entities ultimately owned by The Bank of New York Mellon
Corporation. BNY Mellon Investment Management EMEA Limited (“BNYMIM EMEA”) is the distributor of the capabilities of its
investment managers in Europe (excluding funds in Germany), Middle East, Africa and Latin America. Investment managers are
appointed by BNYMIM EMEA or affiliated fund operating companies to undertake portfolio management services in respect of the
products and services provided by BNYMIM EMEA or the fund operating companies. These products and services are governed by
bilateral contracts entered into by BNYMIM EMEA and its clients or by the Prospectus and associated documents related to the
funds. BNY Mellon Cash Investment Strategies is a division of The Dreyfus Corporation. ¢ Insight Investment Management Limited and
Meriten Investment Management GmbH do not offer services in the U.S. This presentation does not constitute an offer to sell, or a solicitation
of an offer to purchase, any of the firms’ services or funds to any U.S. investor, or where otherwise unlawful. « BNY Mellon owns 90% of The
Boston Company Asset Management, LLC and the remainder is owned by employees of the firm.« The Newton Group (“Newton”) is comprised
of the following affiliated companies: Newton Investment Management Limited, Newton Capital Management Limited (NCM Ltd), Newton
Capital Management LLC (NCM LLC), Newton International Investment Management Limited and Newton Fund Managers (C.l.) Limited. NCM
LLC personnel are supervised persons of NCM Ltd and NCM LLC does not provide investment advice, all of which is conducted by NCM Ltd.
Only NCM LLC and NCM Ltd offer services in the U.S.« BNY Mellon owns a 20% interest in Siguler Guff & Company, LP and certain related
entities (including Siguler Guff Advisers LLC). Issued as at 11/06/2015. GE089 — 11/07/2015 (1M).
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