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May at a glance
▪  Markets continued their advance in May despite ongoing geopolitical uncertainty, as resilient economic data, strong corporate earnings and 

renewed enthusiasm around artificial intelligence outweighed concerns surrounding the US-Iran conflict. Global equities reached fresh highs, led by 
technology and emerging markets, while falling oil prices eased inflation fears and supported investor sentiment. 

▪ The US-Iran conflict remained the dominant macro 
driver throughout May, as draft ceasefire proposals 
helped calm market sentiment.

▪ The Federal Reserve entered a new era as Jerome 
Powell stepped down as Chair and Kevin Warsh took 
the helm. Despite expectations that Warsh may 
favour lower rates, resilient growth and persistent 
inflation pressures led markets to begin pricing a Fed 
rate increase by year-end. 

▪ US economic data remained resilient despite some 
signs of slowing momentum. Payrolls exceeded 
expectations, unemployment remained stable at 
4.3%, while consumer spending and business 
surveys continued to point towards expansion across 
the economy.

▪ In Europe, inflation accelerated further as higher 
energy costs continued to feed through the 
economy. ECB officials adopted a more hawkish 
tone, with several policymakers signalling that a 
June rate increase was becoming increasingly likely.

▪ Global equities continued their advance, with MSCI 
ACWI rising 5.3% (5.8% in €), supported by positive AI 
headlines and Q1 earnings beating forecasts.

▪ Sovereign bond markets delivered mixed returns. US 
Treasury yields moved higher as investors repriced 
the outlook for policy rates, while euro area 
government bonds benefited from weaker growth 
expectations and easing energy prices.

▪ The US dollar strengthened modestly against most 
major currencies, rising 0.5% against the euro as 
investors increasingly priced a more hawkish Federal 
Reserve policy path.

▪ Market leadership remained concentrated in growth-
oriented sectors, particularly technology, 
semiconductors and AI beneficiaries, although 
broader participation improved as cyclical sectors 
also generated positive returns.

▪ Gold declined modestly during the month as easing 
geopolitical concerns and lower oil prices reduced 
demand for traditional safe-haven assets.
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▪ Bond yields diverged in May, as US yields ended 
modestly higher while European yields fell back, as 
sticky inflation, resilient US growth and escalating 
ECB hawkishness reinforced a higher-for-longer 
policy narrative.

▪ Sovereign yields oscillated during the month, 
rising on ECB rate-hike expectations before 
retreating as oil fell; the US 10-year Treasury ended 
May at 4.44%, up 5bps, while the German 10-year 
Bund fell 7bps to 2.96% as multiple ECB members 
urged a measured pace of tightening and the euro 
area 5+ Year government index delivered a strong 
1.5% return.

▪ Credit markets generated positive returns 
alongside equities; European investment-grade 
corporate bonds delivered gains of 0.9%, as yields 
fell 12bps to 3.55% and borrowing spreads 
tightened by 3bps to end the month at 77bps.

▪ US equities led global gains, with MSCI USA rising 
5.3% in local terms (5.8% in €), driven by large-cap 
growth and AI-related names against a backdrop 
of solid earnings — with Q1 US results running 
approximately 6% ahead of forecasts — and 
contained macro worries. Full-year earnings 
estimates were revised higher as AI capex 
investment near $500bn annually continued to 
underpin the mega-cap technology sector.

▪ Emerging markets outperformed strongly, with 
MSCI EM gaining 9.7% (10.3% in €); Korea and 
Taiwan rose 37.5% (35.6% in €) and 15.2% (16.9% 
in €) respectively, driven by AI and semiconductor-
linked names, with both markets attracting 
significant foreign inflows as the AI investment 
cycle extended.

▪ European and UK equities navigated the ECB pivot 
with relative resilience, with MSCI Europe ex-UK up 
4.1% (4.3% in €); the prospect of higher borrowing 
costs, weaker growth and a structural underweight 
in technology all capped upside relative to the US 
and emerging markets.

▪ Japanese equities advanced in May, with the 
Nikkei surging over 11% in local terms as global 
risk appetite improved and AI-related 
semiconductor names led the advance.

▪ Equity market leadership rotated toward broader 
participation in the second half, with cyclicals, 
industrials and consumer sectors joining AI stocks 
in advancing, offering early signs the rally is 
widening beyond technology.

▪ Commodity markets fell sharply in May, a stark 
reversal from March and April’s energy-driven 
gains; the S&P GSCI Index declined 7.6% (7.1% in 
€), as ceasefire talks advanced, demand concerns 
mounted and alternative supply routes provided 
some relief to energy markets.

▪ Brent crude fell 19.3% over the month, spiking to 
$114 per barrel early in May before selling off to 
close near $92, as optimism around a Hormuz 
reopening eased the conflict premium.

▪ Gold declined 1.2% in May, consolidating after a 
strong first-half rally as ceasefire optimism 
reduced haven demand, the drop in oil eased 
inflation concerns and real bond yields partially 
recovered.
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Figure 1: Composition of S&P 5000 EPS growth forecasts 

Source: FactSet, Goldman Sachs GlR, May 26th, 2026.
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A Better Decision

In our latest briefing, Amundi’s Ronan Burke, Senior 
Manager - Distribution, shared insights from the firm’s 
latest Capital Markets Assumptions report, ‘Rethinking 
Global Diversification’. The paper examines the forces 
reshaping global markets and why the coming decade 
may look very different from the one investors have 
experienced since the Global Financial Crisis.

Amundi believes investors are entering a new market 
regime where geopolitics, fiscal policy and economic 
resilience will play a greater role in driving returns than 
they have over the past decade. While US markets remain 
attractive, the firm argues that concentration risks have 
increased significantly, with the US representing over 60% 
of global equity market capitalisation despite accounting 
for a much smaller share of global economic output.

The firm argues that future diversification should 
extend beyond traditional market-cap weighted 
approaches. Instead, investors should consider broader 
exposure across regions, currencies, sectors and structural 
themes that are linked to the real economy. Europe and 
Emerging Markets may benefit from trends such as 
industrial reshoring, energy security, defence spending 
and infrastructure investment, while improving growth 
prospects and attractive valuations could support 
returns outside the US.

Amundi’s long-term outlook favours maintaining exposure 
to US assets while gradually reducing concentration risk 
through increased allocations to Europe, Asia and 
Emerging Markets. The firm also sees opportunities in 
themes such as AI infrastructure, critical minerals, 
strategic autonomy and selected fixed income markets, 
where diversification benefits may become increasingly 
valuable in a more fragmented global economy.

Investment Manager Insights

Sources: Amundi Investment Institute, May 2026.Amundi marketing material for professional investors 

Key takeaways

Rebalance US exposure to
reduce concentration risk

1

Diversify by economic 
exposure, not only by market 

cap

Use regions, sectors, FX,   
bonds and themes to     

diversify

2 3

CMA macro theme Main narrative Investment implications Impact on global 
diversification

Greater domestic focus, supply 
chain reshaping, rise of the 
middle power.

Benefits domestic companies 
and rising EM powers (China, 
India).

             

AI will unevenly support  growth 
in the next decade. Over the 
long-term, ageing population 
will weigh on growth.

Benefits AI and tech beyond the 
US (first wave winner) – China 
and Asia as tech leaders, Europe 
industrial robotics.

Lower transition costs, but 
higher long-term  physical risks 
will lead  countries that are not  
energy independent to  
accelerate into clean tech.

Benefits commodity markets, 
critical minerals,  clean tech, 
infrastructure and green bonds.

Higher spending on defence, 
AI and energy as strategic 
priorities.

Benefits domestic companies, 
mainly in Europe.

More fiscal pressure means 
more debt, in a moment when 
the US interest burden is 
becoming extreme. The dollar’s 
role is likely to erode gradually.

Weaker USD to support EM 
bonds. Euro bonds and 
Japanese bonds will be more 
appealing for domestic 
investors.

Decrease US
exposure

relative to the rest  
of the world

Increase EM  
allocation

(both equities and  
bonds)

Enhance global  
diversification with  a 
greater focus on  the 
real economy –  GDP 

Weighted (both 
equities and bonds)

Add thematic  
exposure

to capture long-  
term themes  (i.e. 

strategic
autonomy, critical

minerals)

Structural themes and the future of diversification

Opportunities 
amid rupture

AI could delay  
demographics’ 
effect on  growth

A delayed 
path towards 
Net Zero

Strategic 
autonomy may 
enhance resilience

Debt and financial 
repression



Irish Life Assurance plc, trading as Irish Life, is regulated by the Central Bank of Ireland. 
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Warning: Past performance is not a reliable guide to future performance.

Warning: The value of your investment may go down as well as up.

Warning: These funds may be affected by changes in currency exchange rates. 

Warning: If you invest in these funds you may lose some or all of the money you invest.

Unless other wise stated, all information contained in the Amundi section of the document is from Amundi Asset Management S.A.S. (/Amundi Ireland Ltd.) and is as of 30 May 2026. 
Diversification does not guarantee a profit or protect against a loss. This document is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of 
this information. Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The views expressed regarding 
market and economic trends are those of the author and not necessarily Amundi Asset Management S.A.S. (/Amundi Ireland Ltd.) and are subject to change at any time based on market and 
other conditions, and there can be no assurance that countries, markets or sectors will perform as expected. These views should not be relied upon as investment advice, a security 
recommendation, or as an indication of trading for any Amundi product. Investment involves risks, including market, political, liquidity and currency risks. Furthermore, in no event shall 
Amundi have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages due to its use.
Amundi Ireland Limited is authorised and regulated by the Central Bank of Ireland

This document is for financial advisers only. 

The document is for illustration purposes only. It does not constitute investment advice and has not been prepared based on the financial needs or objectives of any particular person and does not
take account of the specific needs or circumstances of any person.

The author cannot make a personal recommendation for any person and you should seek personal investment advice as to the suitability of any investment decision or strategy to your own needs
and circumstances. Any comments on specific funds are intended as an objective, independent view in relation to that fund generally, and not in relation to its suitability to any specific person.
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