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Schroders 
Monthly markets review 
Overview of markets in April 2016 
Highlights: 

– April proved a calmer month for equities after the volatility of the first quarter, with global equities posting 
gains for the month. Oil prices rose amid indications of a rebalancing in the market, such as lower US 
stockpiles.      

– US equities registered a modest advance, supported by resources and financials. However, GDP figures 
disappointed and the technology sector performed poorly.  

– Eurozone equities posted positive returns with gains for the energy sector and data showing GDP growth 
of 0.6% in the first quarter. Resource stocks also boosted the UK stockmarket.  

– In Japan, investors were surprised by the central bank’s decision to take no further policy action at the 
April meeting, which resulted in a sharp rise in the yen. 

– Emerging markets generated positive returns but lagged developed markets. Latin American markets 
were strong, with political development underpinning gains for Brazil.  

– In fixed income markets, major corporate bond markets advanced again, outperforming government 
bonds. 

US  

In the US, the S&P 500 advanced 0.4% after strong gains earlier in the month were eroded by a poor 
performance in the final week of April. News that first-quarter GDP had expanded by a weaker-than-expected 
0.5% weighed on equities towards month-end, and added to fears about the durability of US growth, while the 
quarterly corporate reporting season was mixed. 
 
Resources sectors performed well against the backdrop of firmer commodity prices and a weaker dollar. 
Financials also performed well as the banks staged a sharp recovery following the publication of their first-
quarter results. While they reported a sharp drop in revenues and income, the numbers were not as bad as 
expected. 
 
The technology sector performed poorly. Apple reported its first quarterly revenue fall in 13 years, as 
consumers opted for lower-priced iPhones and earnings missed analyst expectations.  First-quarter results 
from Alphabet, owner of Google, also fell-short of forecasts, while Netflix’s international subscriber growth 
disappointed in the first three months of 2016. 
 
Both the March consumer spending data (up 0.1%) and retail sales numbers came in short of forecasts, with 
the latter recording a surprise 0.3% drop, driven by disappointing car sales. Despite the Federal Reserve (Fed) 
failing to give a firm signal as to when it might next tighten policy, the soft macroeconomic data prompted 
questions around the timing of further rises in interest rates, fuelling dollar weakness.  

Eurozone  

Eurozone equities notched up gains in April with the MSCI EMU index returning 1.4%. The energy sector was 
the best performer over the month, benefitting from rising oil prices. Financials also delivered solid positive 
returns. Italian banks remained in focus amid the creation of a fund to act as the buyer of last resort for banks 
that are struggling to raise capital or unable to sell off portions of their bad debts. On the downside, telecoms 
was the weakest sector with French-listed firms lagging after the collapse of merger talks between Orange and 
Bouygues’ telecoms unit.  
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Economic data over the month was largely encouraging. First quarter (Q1) GDP growth surpassed market 
expectations, up 0.6% quarter on quarter compared to 0.3% growth in Q4 2015. The flash composite 
purchasing managers’ index for April showed ongoing expansion with a reading of 53.0 (versus 53.1 in 
March). The eurozone bank lending survey for Q1 was solid and indicated improving credit conditions for the 
private sector, particularly corporates. The unemployment rate for the euro area dropped to 10.2% in March 
from 10.4% in February. 
 
The European Central Bank (ECB) kept monetary policy unchanged, as expected, but outlined further details 
of the corporate bond-buying programme. The ECB can buy corporate bonds in the primary and secondary 
market, with maturities from six months to 30 years. Bonds issued by insurers will be eligible for the 
programme. Outside of the eurozone, Sweden’s Riksbank expanded its government bond-buying programme 
in an effort to weaken the krona and boost inflation.  

UK  

UK equities rose in April led by the large-cap resources sectors as commodity prices continued to firm against 
the background of improving economic data out of China and a further weakening in the US dollar. The FTSE 
All-Share recorded a gain of 1.1%, despite a relatively poor performance from many domestically focused 
sectors amid ongoing uncertainty regarding a possible Brexit in the lead up to next month’s European Union 
referendum. 
 
The miners performed strongly, in line with industrial metal prices which rallied on a raft better-than-expected 
Chinese data. As with the industrial metals, crude oil prices also strengthened in line with the weakening 
dollar. This underpinned a robust performance from Royal Dutch Shell and BP, with the latter also reporting 
strong first-quarter results. The dollar weakened as disappointing macroeconomic data raised questions about 
the durability of US growth and the timing of further rises in interest rates. 
 
Sterling strengthened as fears of a possible Brexit eased somewhat, albeit many domestically focused sectors 
performed poorly. This was reflected in the underperformance of mid-sized companies, with the FTSE 250 (ex 
investment companies) falling by 0.6% - by contrast the FTSE 100 rose 1.4%. Mid-cap retailers, housebuilders 
and travel & leisure companies all performed poorly, as did the challenger banks, where regulatory and tax 
changes in their important buy-to-let markets created uncertainty. By contrast the large-cap, internationally 
diversified banks performed relatively well, despite some mixed first-quarter results. 

Japan 

The Japanese equity market declined by a modest 0.5% but this masked another spike upwards in volatility 
after a brief lull in March. Thanks to a sharp appreciation of the yen, returns were positive in sterling terms. 
Returns for the whole month were dictated by the afternoon session on the last trading day of the month, 
following the outcome of the Bank of Japan’s regular policy meeting which ended at lunchtime on 28 April. In 
the weeks leading up to the meeting, the consensus expectation had formed solidly behind the view that the 
central bank would extend its negative interest rate policy, and also extend the asset purchase programme. In 
the event, the decision of the central bank to take no action constituted a major surprise. 
 
As markets were closed for a public holiday on 29 April, and then the long Golden Week break the following 
week, investors who felt they needed to close short-term positions only had a couple of hours to do so after 
the announcement from the central bank. The market reaction to the decision was therefore condensed into a 
very short period of time and the sharp decline in equities was accompanied by an equally violent move in the 
currency as the yen appreciated against all major currencies. 
 
Following several changes in market direction, sector returns for the month as a whole tell us very little. In the 
final sharp decline all sectors fell but relatively defensive areas inevitably outperformed. Meanwhile the market 
was led down by all financial-related sectors, including banks and insurance.  
 
Economic data released towards the end of April showed a further weakening of inflationary pressure and the 
central bank pushed out the date by which it expects to hit its own 2% inflation target. Late April also saw the 
start of the corporate reporting season for the fiscal year which ended in March. It is already clear that the 
recent renewed strength in the currency will lead companies to make very conservative forecasts for their 
profits in the year to March 2017.   
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Asia (ex Japan)  

Asia ex Japan equities delivered slightly negative returns in April as the rebound in global stock prices during 
March was short-lived. Investor caution surrounding China weighed on returns. Chinese equities finished 
marginally down as data showed that the world’s second-largest economy had grown 6.7% year-on-year in the 
first quarter, its lowest quarterly figure in seven years. However, there was cause for optimism as Chinese 
exports rebounded strongly in March, rising 11.5% year-on-year – way ahead of expectations. Better numbers 
were also evident in the manufacturing and services space although investors remained cautious with much 
debate around whether the improved data were signs that Chinese growth was bottoming out.  
 
Meanwhile, in Hong Kong stocks finished slightly up on optimism over the Chinese economy while over the 
strait in Taiwan, the market declined as technology firms led losses. In Korea, stocks fell slightly as foreign 
investors took profits following the market’s recent bounce.  
 
In ASEAN, losses were led by the Philippines, where stock prices declined on profit-taking as valuations 
started to look expensive. Indonesian and Thai stocks also fell. Meanwhile, Indian equities were slightly up as 
stocks were supported by an interest rate cut by the Reserve Bank of India.  

Emerging markets  

The MSCI Emerging Markets generated a positive return but underperformed the MSCI World in April. US 
dollar weakness was a key theme through the month and this was beneficial for a number of emerging 
markets, as was an extension of upward momentum in commodities prices. 
 
Latin American equities delivered robust returns. Peru was the strongest index market as first round 
presidential election results saw centre-right candidates Keiko Fujimori and Pablo Kuczynski progress to a 
June run-off. In Brazil, political developments underpinned market gains, with impeachment charges against 
President Rousseff proceeding to the Senate following a vote in the lower house. Mexico modestly 
underperformed. However, underlying macroeconomic data remained firm, with a preliminary Q1 GDP growth 
reading of 3.7% year-on-year exceeding forecasts. 
 
Emerging EMEA equities were mixed. Egypt was the strongest market, with a rally in large index stock, CIB, 
supporting gains. Russia benefited from an increase in energy prices, with Rosneft and Gazprom leading the 
market higher. Conversely, Poland was the index laggard. Banking stocks were particularly weak due to rising 
concerns over the ruling Law and Justice (PiS) party’s plans for conversion of Swiss franc loans. 
 
It was a more challenging month for Asian emerging markets. China finished slightly behind the index. 
Macroeconomic releases were in general supportive, with high-frequency data, notably industrial production 
and retail sales, pointing to a recovery in activity. Taiwan was the weakest regional market, as underlying 
macro data continued to point to a slow down in growth, with export orders down 4.7% year-on-year.  

Global bonds  

April proved a calmer month for markets after the market instability of Q1. Macroeconomic data offered 
investors further support, despite some ongoing concern over China’s debt levels. The Federal Reserve (Fed) 
left rates unchanged at its April meeting as was widely expected. The Bank of Japan’s decision to leave 
quantitative easing measures unchanged was, on the other hand, greeted with some disappointment. 
However, the return of market stability led government bond yields outside of Japan to rise modestly. Major 
corporate bond markets also advanced again, outperforming government bonds. 
 
The 10-year Treasury yield rose from 1.77% to 1.83%, the 10-year gilt yield rose from 1.42% to 1.60% and the 
10-year Bund yield rose from 0.15% to 0.27%. Shorter maturities were also broadly higher with the exception 
of Bund yields shorter than two years. The 10-year Japanese government bond yield fell from -0.03% to -
0.08%. 
 
The Bank of America (BofA) Global Corporate index, comprising investment grade1 corporate bond issues, 
generated total returns of 1.0% in April and excess returns over government bonds of 1.3%. The BofA Global 

                                                 
1 Investment grade bonds are the highest quality bonds as determined by a credit ratings agency. High yield bonds are more speculative, 
with a credit rating below investment grade. 
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High Yield index rose 3.4% with excess returns of 3.5%. The strongest credit market was in US dollar 
corporate bonds. 
 
In emerging market indices, the JP Morgan EMBI Global Diversified index of US dollar (“hard currency”) 
denominated bonds gained 1.8%. The local currency JP Morgan GBI-EM Global Diversified Composite index 
rose 2.6%. In corporate bonds, the hard currency CEMBI Diversified Broad Composite rose 1.7%. 
 
Convertible bonds saw a good month with the Thomson Reuters Global Focus Convertible index posting a 
gain of 0.3% (US dollar terms). Implied volatility, as a typical measure of the price for the conversion right, has 
come up slightly to a still very low 28%. 
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Overview: total returns (%) – to end of April 2016 
 1 month 12 months 
Equities  EUR USD GBP EUR USD GBP 
MSCI World  1.13 1.65 -0.27 -5.70 -3.61 1.12 
MSCI World Value 2.04 2.56 0.63 -6.86 -4.80 -0.13 
MSCI World Growth  0.23 0.74 -1.16 -4.58 -2.46 2.32 
MSCI World Smaller Companies  1.87 2.39 0.46 -4.23 -2.11 2.69 
MSCI Emerging Markets 0.05 0.56 -1.33 -19.35 -17.56 -13.52 
MSCI AC Asia ex Japan -1.40 -0.89 -2.76 -20.07 -18.30 -14.29 
S&P500 -0.12  0.39 -1.50 -0.99  1.21 6.17 
MSCI EMU 1.36 1.88 -0.04 -10.64 -8.66 -4.18 
FTSE Europe ex UK 1.67 2.19 0.26 -10.40 -8.42 -3.92 
FTSE All-Share   2.55 3.08 1.14 -12.04 -10.10 -5.69 
TOPIX*  4.00 4.53 2.56 -5.93 -3.84 0.87 

 
 1 month 12 months 
Government bonds  EUR USD GBP EUR USD GBP 
JPM GBI US All Mats -0.62 -0.11  -2.00 0.77 3.00 8.05 
JPM GBI UK All Mats 0.16 0.68 -1.22 -2.55 -0.39 4.49 
JPM GBI Japan All Mats** 5.66 6.20 4.20 17.36 19.96 25.84 
JPM GBI Germany All Mats -0.94 -0.43 -2.31 1.06 3.30 8.36 
Corporate bonds  EUR USD GBP EUR USD GBP 
BofA ML Global Broad Market Corporate 0.91 1.43 -0.48 0.53 2.76 7.80 
BofA ML US Corporate Master  0.83 1.35 -0.56 0.67 2.90 7.94 
BofA ML EMU Corporate ex T1 (5-10Y) 0.36 0.87 -1.03 1.69 3.94 9.04 
BofA ML £ Non-Gilts  1.62 2.14  0.22 -4.33 -2.21 2.58 
Non-investment grade bonds  EUR USD GBP EUR USD GBP 
BofA ML Global High Yield  3.05 3.58 1.63 -1.89 0.29 5.20 
BofA ML Euro High Yield  1.97 2.49 0.56 0.95 3.19 8.25 

Source: DataStream. Local currency returns in April 2016: *-0.49% **1.10%. Past performance is not a guide to future 
performance and may not be repeated. The value of investments and the income from them may go down as well as up 
and investors may not get back the amounts originally invested. Exchange rate changes may cause the value of any 
overseas investments to rise or fall. 
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