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The inevitable slowdown in the global economy, after the strong growth in 2021, seems to have begun. The most
dynamic region remains the United States, despite the surprise decline in GDP in the first quarter of 1.4%
annualized compared to the fourth quarter of last year. The decline in GDP was mainly the result of the divergence
between sharply rising imports due to high domestic demand on the one hand, and declining exports due to
weakening foreign demand on the other. In addition to the strength of household consumption, business
investment also remains robust, showing no signs of slowing so far. In the Eurozone, first quarter GDP grew by
only 0.2% quarter-on-quarter as the military conflict in Ukraine began to impact economic activity on the old
continent. In China, first quarter GDP growth of 4.8% y/y was driven by robust industrial production and
infrastructure spending, whilst household consumption declined due to the drastic lockdown measures following
the continuation of the zero tolerance policy for new Covid-19 infections. In Japan, the weak yen is unlikely to
prevent a gradual weakening of exports given the outlook for slowing global demand.
Inflation statistics continue to deteriorate. In the United States, the headline inflation rate rose from 7.9% in
February to 8.5% in March, a new high since December 1981. Excluding energy and food, inflation rose from
6.4% to 6.5%. Only the PCE (personal consumption expenditures) deflator excluding energy and food, which is
the Federal Reserve's preferred price indicator, fell marginally from 5.3% to 5.2%. In the euro zone, inflation
continued to rise, again exceeding the record level (since the introduction of the single currency) reached last
month. From March to April, the overall inflation rate rose from 7.4% to 7.5%. Excluding energy and food, it rose
from 2.9% to 3.5%.
In line with expectations, the U.S. Federal Reserve raised its main policy rate by 50 basis points in early May,
taking the federal funds rate target range to 0.75% - 1%. Chairman Jerome Powell said that rate hikes in 50 basis
point increments were the likely course of action for the next two meetings in June and July. Monetary officials
also announced the start of the reduction of balance sheet assets starting in June. In the Eurozone, the Central
Bank confirmed in April that it would accelerate the reduction of asset purchases with a view to ending its purchase
program in the third quarter. With an interest rate hike ruled out before the end of asset purchases, the ECB's
monetary tightening cycle could begin in the summer months.
As inflation has still not reached an inflection point, government bond yields continue to rise sharply on both sides
of the Atlantic despite the prospect of an economic slowdown. The benchmark 10-year yield rose from 2.34% to
2.94% in the United States, from 0.55% to 0.94% in Germany, from 0.98% to 1.46% in France, from 2.04% to
2.77% in Italy and from 1.43% to 1.97% in Spain. As a result, the JP Morgan EMU Government Bond Index has
fallen sharply since January 1, posting a decline of 8.7%.
After a difficult first quarter for equity markets, stock prices continued to be weak in April. Runaway inflation,
Federal Reserve monetary tightening and the continuing military conflict in Ukraine are weighing on stock prices.
The 3.0% decline in the MSCI All Country World Index Net Total Return in euro terms does not adequately reflect
the underlying weakness in equity markets, as the index expressed in euros benefited from the strong appreciation
of the dollar during the month. Thus, excluding currency effects, the S&P 500 in the US, the Stoxx Europe 600,
the Topix in Japan and the MSCI Emerging Markets recorded performances of -8.8% (in USD), -1.2% (in EUR),
-2.4% (in JPY) and -5.8% (in USD) respectively. At the sector level, traditionally defensive sectors such as
consumer staples, utilities and healthcare as well as energy were the best performers, whilst technology and
telecom services were particularly weak. The leading US technology index Nasdaq fell 13.3% (in USD terms), the
largest monthly decline since October 2008.
The greenback appreciated sharply against the euro, with the euro-dollar exchange rate rising from 1.11 to 1.05
during the month. The lack of hope for a diplomatic rapprochement between Ukraine and Russia and the
unfavorable economic consequences for the European economy accentuated the weakness of the single
currency. The strength of the dollar as well as the rise in interest rates impacted the price of precious metals,
which fell in April despite their traditional safe-haven status. The price of an ounce of gold fell from USD 1,937 to
USD 1,897, a decline of 2.1%. The price of an ounce of silver stood at USD 22.8 compared to USD 24.8 in the
previous month, a decline of 8.1%.
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This document has been produced by BLI - Banque de Luxembourg Investments (‘BLI’), with the greatest attention
and the greatest care. The views and opinions expressed herein are those of the authors and are in no way
binding on BLI. The economic and financial information included in this document is provided for information
purposes only on the basis of information known on the date of publication. This information does not constitute
investment advice, a recommendation or inducement to invest, nor should it be construed as legal or tax advice.
All information should be used with the utmost care. BLI gives no warranty as to the accuracy, reliability, timeliness
or completeness of this information. BLI shall not be liable due to the provision of such information or as a result
of any decision taken by any person, whether or not they are a client of BLI, based on such information, as each
person remains solely responsible for their own decisions.
Interested persons should ensure that they understand the risks inherent in their investment decisions and refrain
from investing if they have not carefully assessed, with their own professional advisers, whether the investments
are suitable to their specific financial circumstances, particularly as regards legal, tax and accounting matters.
It should also be noted that past performance of a financial instrument is not a guide to future performance.
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