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President Trump announced his plan to sign the “phase one” US-China trade deal in Washington DC on 15th January, 

and said he would travel to China to begin negotiation of the “phase two” agreement later this year.  

 

Oil prices spiked amidst escalating tensions in the Middle East after General Soleimani, Iran’s top military commander, 

was killed by a US airstrike in Baghdad. Iran threatened “tough revenge” following the incident and announced that it will 

no longer abide by limits placed on uranium enrichment under the 2015 nuclear deal. 

 

Trilateral talks took place between China, Japan and South Korea to discuss increased co-operation and negotiate a 

possible free trade pact.  

 

  



 

 

 

 

Global equities 

• Global equity markets rose over the fortnight. 

• The MSCI AC World Index rose by 0.5% in local currency terms and rose by 0.6% in sterling terms. 

• The Energy sector was the best performer, returning 1.6% in sterling terms. 

• The Utilities sector was the worst performer, returning -0.9% in sterling terms. 

 

Regional equities 

• Emerging Market equities were the best performing market in local currency terms (+1.6%). 

• Japanese equities were the worst performing market in local currency terms (-0.5%). 

• Emerging Market equities were the best performing market in sterling terms (+1.5%). 

• US equities were the worst performing market in sterling terms (+0.4%). 

 

Government bonds 

• The 10-year gilt yield fell by 4bps to 0.75% and the 20-year gilt yield fell by 5bps to 1.14%. 

• The 10-year US treasury yield fell by 12bps to 1.79%. 

• At the 10-year maturity, the German bund yield fell by 3bps to -0.28% and the French government bond yield 

fell by 2bps to 0.03%. 

• Greek government bond yields fell by 3bps to 1.39%. 

 

Inflation-linked bonds 

• The UK Over 5-year real yield index fell by 11bps to -1.90% and the UK 20-year real yield fell by 11bps to -

2.07%. 

• 20-year breakeven inflation rose by 5bps to 3.21%. 

 

Credit 

• Local currency emerging market debt rose over the fortnight, returning 1.0%. 

• The US high yield bond spread over US treasury yields rose by 8bps to 361bps over the fortnight. 

• The spread of USD denominated EM debt over US treasury yields rose by 8bps to 308bps over the fortnight. 

• The sterling non-gilt spread over UK gilt yields (based on the Merrill Lynch index) rose by 1bps to 112bps over 

the fortnight. 

 

Commodities 

• The S&P GSCI index rose by 2.4% in USD terms over the fortnight. 

• The S&P GSCI Energy index rose by 3.6% as the price of Brent Crude oil rose by 3.7% to US$69/BBL. 

• Industrial metal prices fell by 0.6% as copper prices fell by 1.3% to US$6,077/MT. 

• Agricultural prices rose by 0.6% and gold prices rose by 4.7% to US$1,549/Oz. 

 

Currencies 

• Sterling strengthened by 0.2% against the US dollar and fell by 0.5% against the euro, ending the fortnight at 

$1.31/£ and €1.17/£ respectively. 

• The US dollar decreased by 1.3% against the Japanese yen, ending the fortnight at ¥108.03/$. 

 

  



 

 

Highlighted releases 

 

 

Region: US 

Conference Board Consumer Confidence index  

The Conference Board Consumer Confidence index fell by 0.3 point to 126.5. While consumers’ assessment of 

current conditions improved, a softening in their short-term outlook regarding jobs and financial prospects drove 

the index downwards. 

 

Region: US 

ISM Manufacturing  

The ISM Manufacturing index fell by 0.9 point to a 10-year low of 47.2, well below market expectations of 49.0. The 

reading pointed to a fifth consecutive month of declining manufacturing activities. 

 

Region: China 

Manufacturing PMI 

China's official manufacturing PMI was unchanged at 50.2 in December, pointing to a second consecutive month of 

weak manufacturing expansion. Meanwhile, the Non-Manufacturing PMI fell from an eight-month high of 54.4 

recorded in November, falling by 0.9 points to 53.5. 

 

Economic surprise 

The index measures economic data relative to expectations. A positive number indicates that economic data has outperformed 

expectations 
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Where are we in the economic cycle? What is the relative value of different 

asset classes? How are technical factors, such as regulation, impacting 

prices? Aon’s Global Asset Allocation team continually asks and answers questions 

like these. We use our findings to help clients make timely decisions about asset 

allocation in their schemes’ portfolios. 

With over 160 years of combined experience, the team is one of the strongest in UK 

investment consultancy today. 

Our experts analyse market movements and economic conditions around the world, 

setting risk and return expectations for global capital markets. 

The team use those expectations to help our clients set and, when it’s right to do so, 

revise their long-term investment policies. 

We believe that the medium-term (1–3 years) has been under exploited as a source 

of investment performance. Maintaining medium-term views that complement our 

long-term expectations, we help our clients to determine when to make changes to 

their investment strategy 

 

John Chung 

Aon – London 

john.chung.3@aon.com 

 +44 (0) 20 7086 6199 

 

Nikhil Anto 

Aon – Bangalore 

nikhil.anto@aon.com 
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About Aon  

Aon plc (NYSE:AON) is a leading global professional services firm providing a broad range of risk, retirement and health solutions. Our 

50,000 colleagues in 120 countries empower results for clients by using proprietary data and analytics to deliver insights that reduce 

volatility and improve performance. 

  

For further information on our capabilities and to learn how we empower results for clients, please visit http://aon.mediaroom.com. 

  

© Aon plc 2019. All rights reserved. 

This document and any enclosures or attachments are prepared on the understanding that it is solely for the benefit of the addressee(s). Unless we provide 

express prior written consent, no part of this document should be reproduced, distributed or communicated to anyone else and, in providing this document, 

we do not accept or assume any responsibility for any other purpose or to anyone other than the addressee(s) of this document. 

Notwithstanding the level of skill and care used in conducting due diligence into any organisation that is the subject of a rating in this document, it is not 

always possible to detect the negligence, fraud, or other misconduct of the organisation being assessed or any weaknesses in that organisation’s systems 

and controls or operations. 

This document and any due diligence conducted is based upon information available to us at the date of this document and takes no account of subsequent 

developments. In preparing this document we may have relied upon data supplied to us by third parties (including those that are the subject of due diligence) 

and therefore no warranty or guarantee of accuracy or completeness is provided. We cannot be held accountable for any error, omission or 

misrepresentation of any data provided to us by third parties (including those that are the subject of due diligence). This document is not intended by us to 

form a basis of any decision by any third party to do or omit to do anything. 

Any opinions or assumptions in this document have been derived by us through a blend of economic theory, historical analysis and/or other sources. Any 

opinion or assumption may contain elements of subjective judgement and are not intended to imply, nor should be interpreted as conveying, any form of 

guarantee or assurance by us of any future performance. Views are derived from our research process and it should be noted in particular that we can not 

research legal, regulatory, administrative or accounting procedures and accordingly make no warranty and accept no responsibility for consequences arising 

from relying on this document in this regard. 

Calculations may be derived from our proprietary models in use at that time. Models may be based on historical analysis of data and other methodologies 

and we may have incorporated their subjective judgement to complement such data as is available. It should be noted that models may change over time and 

they should not be relied upon to capture future uncertainty or events. 

Aon Hewitt Limited is authorised and regulated by the  

Financial Conduct Authority. Registered in England & Wales.  

Registered No: 4396810. 

Registered Office: 

The Aon Centre 

The Leadenhall Building 

122 Leadenhall Street 

London EC3V 4AN  

 

Copyright © 2019 Aon plc  

aon.com 


