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Monthly markets review 
Overview of markets in April 2017 

 

Highlights 

– Global equities advanced (in US dollar terms) in April. A broadly positive tone in economic data and encouraging 
news in the French election supported sentiment. Higher risk corporate bonds outperformed government bonds. 

– US equities made gains amid strength in the information technology sector, although economic data was 
somewhat disappointing.  

– Eurozone equities delivered robust returns amid encouraging economic data, a strong start to the earnings 
season, and the win for centrist Emmanuel Macron in the first round of the French presidential election.  

– UK equities fell with large cap stocks with significant overseas earnings under pressure as a result of sterling 
strength.  

– Japan registered a positive return. Economic data showed no progress on inflation but sustained strength in the 
labour market. 

– Emerging markets outperformed developed markets, boosted by US dollar weakness and the ongoing 
synchronised pickup in global growth.  

– In bond markets, riskier assets were markedly stronger than perceived safer assets such as government bonds.  

US 

The S&P 500 recorded a gain of 1.0% over the month. US equities advanced despite some disappointing 
macroeconomic data. It was revealed non-farm payrolls1 grew significantly less than expected in March while the initial 
estimate for first quarter GDP growth of 0.7% (quarter-on-quarter annualised) was also below forecasts. 

Activity indicators failed to build on their previous run of strength. The Institute for Supply Management reported its 
manufacturing purchasing managers’ index (PMI) fell back slightly in March to 57.2 (from a two-year high of 57.7 in 
February). Meanwhile, the Conference Board consumer confidence index fell in April from its new multi-year high in 
March and the University of Michigan’s index of consumer sentiment only inched ahead. 

The disappointing GDP data (which represented a sharp deceleration from a 2016 Q4 annualised rate of 2.1%) was in 
part attributed to seasonal factors. As the market rose, the information technology sector outperformed, helping 
propel the Nasdaq Composite index through 6,000 for the first time. The energy sector underperformed with crude oil 
prices further weakening as US output increased and the country’s rig count continued to rise. 

Europe 

European equities gained in April with the MSCI EMU index returning 2.4%. Stockmarkets were boosted by news of the 
victory of centrist Emmanuel Macron in the first round of the French presidential elections. He now faces a run-off 
against anti-EU candidate Marine Le Pen in early May.  

Another positive catalyst was improving economic data. The flash April purchasing managers’ index showed further 
expansion to 56.8. The German Ifo business climate index rose to 112.9 from 112.4, the highest level since July 2011. 
                                                           
 
 
1 Non-farm payrolls are a means of measuring employment in the US and represent the total number of people employed, excluding farm 
workers, private household employees and those employed by non-profit organisations. 
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Data showed European car sales gained 11.2% year-on-year (y/y) in March. The European Central Bank (ECB) stuck to its 
accommodative monetary policy stance as inflation continued to undershoot its target. However, data at the end of the 
month showed inflation continues to head in the right direction: the eurozone consumer price index (CPI) rose to 1.9% 
y/y from 1.5%, and the core rate accelerated to 1.2% from 0.8%. 

Cyclical2 stocks did well during the month. Industrials and consumer discretionary were the best-performing sectors, 
with luxury goods stocks performing particularly strongly. By contrast, sectors perceived to be more defensive, such as 
telecoms and utilities, underperformed. The energy sector also registered negative returns. The Q1 earnings season 
started strongly for eurozone companies, with a number of companies reporting good growth in both sales and 
profits.   

UK 

The FTSE All-Share fell by 0.4% over the month. Many of the market’s internationally diversified companies performed 
poorly as investors discounted the negative impact of sterling strength on their overseas earnings. Sterling rebounded 
after UK Prime Minister Theresa May called a snap general election for 8 June. This was seen as increasing the chances 
of the country achieving better terms in its exit negotiations with the EU. 

The recovery in sterling weighed most heavily on large cap equities, with the FTSE 100 correcting sharply in the wake of 
the election announcement. It finished the period 1.3% lower, despite a recovery at the end of the month. The index 
was also negatively impacted by the oil & gas sector which fell as crude oil prices weakened. 

By contrast, mid caps performed very well with the FTSE 250 rising 3.8% and achieving new all-time highs in the period. 
Many domestically focused mid caps outperformed, including the travel & leisure, general retail, real estate and 
housebuilding sectors, as did UK-orientated financials. This was despite disappointing economic data, which underlined 
a deterioration in consumer spending. 

The Office for National Statistics (ONS) reported a sharp slowdown in UK growth in the first quarter of 2017, when GDP 
expanded by 0.3% versus 0.7% in Q4. The deceleration was driven by the services sector. Retail sales declined 1.4% 
quarter on quarter in Q1 – the first sequential quarterly drop since 2013 – against the backdrop of higher inflation 
pressuring real disposable incomes.  

Japan 

The Japanese stockmarket declined in the first half of April before recovering sharply to produce a total return of 1.3%. 
The equity market reflected a similar reversal in the currency which initially strengthened and then weakened to end 
the month almost unchanged against the US dollar.  

The market suffered a fairly broad-based sell-off in the first half of the month. There were more stock-specific factors at 
work at the very end of April as the fiscal year-end reporting season got underway. For the month as a whole, 
economically sensitive sectors such as marine transport and steels underperformed, together with some financial-
related areas including insurance and securities brokers. Conversely, real estate and leasing companies outperformed 
while a positive reaction to Nintendo’s earnings report resulted in the “other products” sector producing the strongest 
sector return overall. 

Investor sentiment was yet again driven by geopolitical events and, in particular, a significant escalation in tension 
around North Korea. Although North Korea remains a significant wild card, its negative impact was temporarily 
outweighed by investors’ relief that the first round of the French presidential election had conformed to expectations 

Economic data showed no progress on inflation but sustained strength in the labour market. The Bank of Japan’s policy 
meeting passed without any change. Japan’s 10-year bond yield has drifted down towards the central bank’s zero yield 
target. The Bank of Japan did revise up its assessment of the economy, using much more positive language than has 
been seen for several years. 

In the last few days of April, investors could also focus on the early stages of the corporate results season. The bulk of 
companies, however, will report numbers in May, after the Golden Week public holidays. 
                                                           
 
 
2 Cyclical stocks are those whose business performance and share prices are directly related to the economic or business cycle. Defensives 
are those whose business performance is not highly correlated with the larger economic cycle - these companies are often seen as good 
investments when the economy sours. 
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Asia (ex Japan) 

Asia ex Japan equities recorded another month of gains in April as regional markets were driven higher by ongoing 
positive economic data from China and further evidence of a robust US economy. In China, stocks advanced as data 
released over the month showed that first quarter GDP in the world’s second-largest economy grew by 6.9% year-on-
year – slightly above expectations and its fastest rate since the third quarter of 2015. However, gains were pared later 
in the month on concerns that the better data would spur the government and regulators to clamp down on debt 
levels in the financial system.  

In nearby Hong Kong, stock prices were driven higher by a solid earnings season for its large blue-chip companies. 
Over the strait in Taiwan, the market continued on its upward trajectory on investor expectations of an iPhone 8 “super 
cycle” that will benefit the island’s large technology companies. Korean stocks finished marginally up but were 
constrained by jitters over North Korea’s missile tests.  

In ASEAN, Indonesia and Philippine stocks were the big winners on foreign investor inflows while Thai shares finished 
flat. Indian stocks saw another month of gains as a stronger rupee and robust growth for its economy supported 
sentiment. 

Emerging markets 

The MSCI Emerging Markets index recorded a positive return with the accommodative global backdrop, notably US 
dollar weakness and the ongoing synchronised pickup in global growth, supporting risk appetite. 

Emerging European markets led the way as first round French election results led to a decrease in political risk. This 
enabled investors to refocus on stocks with the potential to benefit from improvement in European growth. Poland 
recorded a robust return, with several large index stocks supporting gains, while Hungary and the Czech Republic also 
outperformed. Greek equities posted a strong return, given increased hopes for a conclusion to its second bailout 
review. This would unlock the latest tranche of bailout funds, required to meet upcoming debt repayments. 

Those markets most sensitive to tighter global liquidity were beneficiaries of dollar weakness, specifically Turkey and 
South Africa, but also Indonesia and Malaysia.  

By contrast, Russia underperformed with weaker oil prices a headwind. Latin American equities also underperformed, 
attributable in part to commodity price weakness. Peru, Colombia and Chile all registered negative returns. 

Global bonds 

Global bond markets reflected a continued healthy level of risk appetite in April albeit after some initial jitters. The 
outperformance of the riskier elements of the bond market was the result of continued economic strength and 
particularly encouraging political developments in France. Early in the month, a perceived mounting of geopolitical 
tensions initially weighed on sovereign yields. The victory for Emmanuel Macron in the first round of the French 
presidential election was then the catalyst for a risk-led rebound. French bonds benefited particularly, with yields down 
across the curve. Central bank policy rhetoric also remained broadly benign and major yields generally climbed into 
month-end.  

The 10-year Treasury yield initially declined, from 2.39% at the start of the month to 2.17% by 18 April, before retracing 
some of the move to 2.29%. The 10-year Bund yield fell from 0.33% to 0.16% then reversed the move to finish the 
month at 0.32%. Five and two year Bund yields were little changed. UK gilt yields fell over the month and the curve 
flattened. The 10-year gilt yield declined from 1.14% to 1.09%, five year gilt yields were down from 0.56% to 0.50% and 
two year yields from 0.12% to 0.07%. French 10-year yields fell from 0.97% to 0.84%, five year yields from 0.13% to -
0.10% and the two year from -0.29% to -0.46%.  

Corporate bonds outperformed sovereigns. The investment grade3 BofA Merrill Lynch Global Corporate Bond index 
gained 0.9% and outperformed government bonds by 0.3%. The equivalent high yield index was stronger still, gaining 

                                                           
 
 
3 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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1.2% and outperforming government bonds by 0.7%. Pan European credit performed well in the wake of the French 
election. 

Global stockmarkets posted solid gains in April with the headlines dominated by the French election, as well as the US 
announcement of tax cuts. The overall MSCI World index was up 1.6%. Convertible bonds, as measured by the 
Thomson Reuters Global Focus convertible index, gained 1.04% in US dollar terms in April. Historic volatility as one of 
the input variables for our modelling process has come down while convertible bond pricing has held up quite well, 
resulting in slightly richer valuations of convertible bonds. We continue to find cheap convexity4 with solid bond floors5 
in Japan. 

Commodities 

The Bloomberg Commodities index recorded a negative return. Industrial metals was the weakest component, amid 
signs that the Chinese authorities are seeking to rein in strong credit growth. Zinc fell -5.1% while copper declined by  
2.1%. Precious metals held up comparatively better, with gold increasing 1.7%.  The energy component also lost value, 
as Brent crude was down -2.1%. Data indicating a rise in US oil stockpiles - already elevated - served to weigh on prices. 
Agricultural commodities were also weak, most notably coffee. 

  

                                                           
 
 
4 Convex (or balanced) convertibles are the area of the convertible bond market that traditional convertible bond strategies focus on. This 
section is particularly interesting to investors because it provides high participation when the share price is rising and low participation when 
the share price is falling. 
5 The bond floor is the value at which the convertible option becomes worthless because the underlying stock price has fallen substantially 
below the conversion value. 
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Overview: total returns (%) – to end April 2017 

 1 month 12 months 

Equities  EUR USD GBP EUR USD GBP 

MSCI World  -0.28 1.53 -1.87 21.28 15.30 30.56 

MSCI World Value -1.19 0.61 -2.76 21.72 15.72 31.03 

MSCI World Growth  0.64 2.46 -0.97 20.82 14.87 30.06 

MSCI World Smaller Companies  0.22 2.04 -1.37 24.09 17.98 33.58 

MSCI Emerging Markets 0.39 2.21 -1.21 25.78 19.58 35.40 

MSCI AC Asia ex Japan 0.36 2.18 -1.24 27.76 21.47 37.53 

S&P500 -0.78 1.03 -2.35 24.03 17.92 33.52 

MSCI EMU 2.38 4.24 0.75 22.01 16.00 31.34 

FTSE Europe ex UK 2.62 4.48 0.99 19.65 13.76 28.80 

FTSE All-Share  1.24 3.08 -0.37 11.60 6.10 20.14 

TOPIX* -0.57 1.23 -2.15 17.84 12.04 26.86 

 

 1 month 12 months 

Government bonds   EUR USD GBP EUR USD GBP 

JPM GBI US All Mats -1.09 0.70 -2.67 4.45 -0.70 12.43 

JPM GBI UK All Mats 1.86 3.72 0.24 0.75 -4.22 8.45 

JPM GBI Japan All Mats** -1.23 0.56 -2.80 -0.99 -5.87 6.58 

JPM GBI Germany All Mats 0.10 1.92 -1.49 0.41 -4.53 8.09 

Corporate bonds EUR USD GBP EUR USD GBP 

BofA ML Global Broad Market Corporate -0.48 1.33 -2.07 6.41 1.17 14.56 

BofA ML US Corporate Master -0.82 0.98 -2.40 8.37 3.03 16.66 

BofA ML EMU Corporate ex T1 (5-10Y) 0.67 2.50 -0.93 3.56 -1.54 11.49 

BofA ML £ Non-Gilts 2.15 4.00 0.52 1.85 -3.16 9.65 

Non-investment grade bonds  EUR USD GBP EUR USD GBP 

BofA ML Global High Yield  -0.28 1.53 -1.87 17.34 11.56 26.32 

BofA ML Euro High Yield 1.06 2.90 -0.54 8.03 2.71 16.29 

Source: DataStream.  

Local currency returns in April 2017: *1.27%, **0.60%.  

Past performance is not a guide to future performance and may not be repeated. 
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Important Information: This document is provided by the Investment Communications team and may not necessarily represent views 
expressed in other Schroders communications, strategies or funds. This material is intended to be for information purposes only and is not 
intended as promotional material in any respect. The material is not intended as an offer or solicitation for the purchase or sale of any 
financial instrument. The material is not intended to provide and should not be relied on for accounting, legal or tax advice, or investment 
recommendations. Reliance should not be placed on the views and information in this document when taking individual investment and/or 
strategic decisions. 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. All investments involve risks 
including the risk of possible loss of principal. Information herein is believed to be reliable but Schroders does not warrant its completeness 
or accuracy. Reliance should not be placed on the views and information in this document when taking individual investment and/or strategic 
decisions. Some information quoted was obtained from external sources we consider to be reliable. No responsibility can be accepted for 
errors of fact obtained from third parties, and this data may change with market conditions. This does not exclude any duty or liability that 
Schroders has to its customers under any regulatory system. MSCI: Third party data is owned or licensed by the data provider and may not be 
reproduced or extracted and used for any other purposes without the data provider’s consent. Third party data is provided without any 
warranties of any kind. The data provider and issuer of the document shall have no liability in connection with the third party data. The 
Prospectus and/or schroders.com contains additional disclaimers which apply to third party data. FTSE: FTSE International Limited (“FTSE”) © 
FTSE 2017. “FTSE®” is a trade mark of London Stock Exchange Plc and The Financial Times Limited and is used by FTSE International Limited 
under licence. All rights in the FTSE indices and / or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any 
liability for any errors or omissions in the FTSE indices and / or FTSE ratings or underlying data. No further distribution of FTSE Data is 
permitted without FTSE’s express written consent. Regions/sectors shown for illustrative purposes only and should not be viewed as a 
recommendation to buy/sell. To the extent that you are in North America, this content is issued by Schroder Investment Management North 
America Inc., an indirect wholly owned subsidiary of Schroders plc and SEC registered adviser providing asset management products and 
services to clients in the US and Canada. For all other users, this content is issued by Schroder Investment Management Limited, 31 Gresham 
Street, London, EC2V 7QA. Registered No. 1893220 England. Authorised and regulated by the Financial Conduct Authority.  
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