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Equities The volatility seen in financial markets is likely to remain elevated as investors try to assess their expectations about 
the shape of the recovery.

Government Bonds Although government bonds remain expensive, we believe some exposure is necessary in case Covid-19 disruption 
causes a global recession.

Commodities We remain neutral in commodities as Covid-19 will continue to suppress demand, with the energy and industrial 
sectors particularly affected. We are positive on gold as global growth is weak.

Credit Valuations have improved as further market-friendly policy initiatives have improved the availability of credit.
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US Although valuations have become cheaper, we remain cautious given the continued lack of clarity on the impact that 
Covid-19 will have on businesses and the economy.

UK We have downgraded as Covid-19 lockdown measures are depressing the economy. There are also concerns over 
whether businesses will be able to access the government’s financial support schemes in time.

Europe We have downgraded because of the economic impact of the virus. The lack of consensus by European 
governments on stimulus packages and the potential strengthening of the euro could also stifle growth.

Japan We have downgraded to double negative based upon potential disruption to supply chains as Japan was the last 
major economy to go into lockdown.

Pacific ex-Japan Economic conditions in Australia will be weak, with banks expected to cut dividends. A possible second wave of 
Covid-19 infections in Singapore and Hong Kong could also weaken investor confidence.

Emerging Markets We have downgraded to neutral as we expect equities to be hurt by a poor earnings season and disappointing 
economic data despite attractive valuations and signs of recovery in China.

G
ov

er
nm

en
t B

on
ds

US We remain neutral as although yields remain low, US bonds could offer a higher yield relative to equities. We 
continue to prefer 30-year bonds as they offer higher yields.

UK We remain neutral as although the Bank of England has been cutting interest rates and restarting quantitative 
easing to support the UK economy, the Covid-19 lockdown could hamper the economic recovery.

Germany We remain negative as despite the German government’s quick response to Covid-19, Bund yields remain negative 
and there is limited room for yields to fall further.

Japan
The Bank of Japan will have to keep its unconventional fiscal policies in place for longer as the lockdown has been 
extended to cover the whole country. Monetary policy attempts to reduce economic fluctuations by regulating the 
supply of money in an economy using interest rates and other methods, and is controlled by a central bank.

US Inflation Linked We have upgraded as traded inflation has bounced recently. However, it remains far below the Fed’s inflation targets.

Emerging Markets Local
We remain neutral. Covid-19 hit growth in China in the first quarter and its impact is beginning to show in other 
emerging market (EM) countries. EM central banks remain cautious, with some introducing fiscal stimulus policies 
to support their economies.
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US
In the US investment grade corporate bond, or credit market, the Federal Reserve’s move to buy corporate credit 
provides liquidity to the market. Valuations are attractive and there is potential for spreads (the difference between 
the quoted rates on two different investments) to contract further. 

Europe The European Central Bank (ECB) has also announced corporate credit purchases. Although valuations are 
compelling, the fundamentals remain weak.

Emerging Markets USD The sell-off in EM hard currency credit has made valuations inviting. We are more positive towards higher quality 
corporate bonds.
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s US Valuations are attractive and the market is well supported by the US Federal Reserve’s decision to buy corporate 
credit, including so-called ‘fallen angels’ (those companies downgraded from investment grade).

Europe We have upgraded our view to positive, mostly based on valuations. Although, we are more positive on US high yield 
(HY) we expect spreads to tighten further in European HY as well.
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Energy We remain neutral as the market is heavily over-supplied and the fall in demand has yet to be met with an adequate 
response.

Gold We remain positive on gold. Deteriorating economic data, continued policy easing and a compression in real rates 
should allow further gains to be made in the months ahead.

Industrial Metals Covid-19 containment measures led to a collapse in economic activity and demand for industrial metals. Short-term 
price movements could be volatile and will depend on how long the lockdowns remain in place.

Agriculture
Economic downturn and recession is normally deflationary for agricultural commodities. However, prices could rise 
as the spread of Covid-19 in major food producing regions disrupts supply chains and could lead to potential export 
bans.
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US $ We remain neutral as intervention by the Federal Reserve to increase the supply of money to the market has led to 
lower growth.

UK £ We have upgraded to positive as we expect better relative growth compared to Europe as a result of the UK’s co-
ordinated fiscal and monetary response to Covid-19.

EU € We have downgraded to negative as the slow economic response to Covid-19 from the ECB and political uncertainty 
around support measures between Italy and Netherlands/Germany will put pressure on the euro.

JAP ¥ Given there is no interest rate differential story, risk sentiment is likely to be more important as a driver of the 
currency. Optimism around Covid-19 and more liquidity should offset the poor cyclical outlook.

Swiss F We have downgraded the Swiss franc back to neutral as it has become expensive. Intervention by the Swiss National 
Bank has also led lower use of the currency as a safe haven.

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. Source: Schroders, April 2020. The views for equities, government bonds and commodities are based on return relative to cash in local currency. The views for corporate 
bonds and high yield are based on credit spreads (i.e. duration-hedged). The views for currencies are relative to US dollar, apart from US dollar which is relative to a trade-weighted basket.

https://www.schroders.com/en/uk/private-investor/insights/markets/our-multi-asset-investment-views---april-2020/


A look back at markets in April, when shares 

rebounded supported by stimulus measures and 

hopes that lockdowns could ease.

HIGHLIGHTS
• April saw global equities rebound as investors began to 

focus on expectations that economic lockdowns could soon 
ease and economies start to recover.

• US shares gained. The S&P 500 Index saw its strongest 
monthly rally in 30 years, shrugging off negative data 
indicating sharply rising unemployment.

• Eurozone equities advanced as some countries began to 
allow some parts of the economy to reopen. The healthcare 
and information technology sectors were among the top 
gainers.

• UK equities recovered over the period. The government 
declared the country had passed the peak of Covid-19 and 
began preparations to ease lockdown measures.

• Japanese shares also gained as investors focused on the 
global picture; however, a gradual increase in Covid-19 cases 
led to a state of emergency being declared by the central 
government.

• Emerging market (EM) equities advanced too but slightly 
underperformed developed markets. India and Pakistan were 
the best performing markets in the EM index, supported by 
easing from their central banks.

• Government bonds broadly declined (meaning prices 
rose), although Italy was an exception. Corporate bonds 
outperformed government bonds. 

THE US
US equities gained in April, even as economic data continued to 
illustrate the severe impact the lockdown has had on activity. US 
initial jobless claims totalled over 20 million for April alone, and 
the tally since the Covid-19 outbreak began is over 30 million. 
Figures in late April pointed to an unemployment rate of around 
17%. USD GDP growth was down by 4.8% in Q1. Schroders’ 
economics team expects a further fall in GDP in Q2 of 22% 
quarter-on-quarter (not annualised) as the lockdowns extend into 
May.

The Federal Reserve (Fed), having eased the policy rate twice, will 
keep it at the effective lower bound until members are confident 
that economic activity is back on track towards full employment 
and the 2% inflation target. The latter is expected to be delayed 
by dollar strength, weak demand and a flattened oil price.

Despite this economic backdrop, the S&P 500 Index registered 
its strongest rally in 30 years in April, following unprecedented 
stimulus delivery and signs of lockdown easing in some states 
and in Europe. Two of the hardest-hit sectors over Q1 rallied very 
strongly, with materials and energy both making strong gains 
over the month. Consumer discretionary stocks also moved 
higher. The recovery for financials and industrials, which also 
saw major declines in the first quarter, was more tentative, 
with many questions over the ramifications of Covid-19 still 
unanswered for these sectors. Utilities and consumer staples 
rose slightly, underperforming the index.

EUROZONE
After a sharp fall in the first quarter, eurozone equities fared 
better in April with the MSCI EMU Index returning 6.5%. While 
many countries across Europe remain in lockdown to combat 
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the spread of Covid-19, investors began to look through the 
current phase of the crisis. Towards the end of the month, 
various European countries began either to loosen lockdowns, or 
to outline how economic activity might re-start over the coming 
months. Hopes for progress on a vaccine also helped lift stock 
markets. 

The energy sector posted a negative return as oil prices 
continued to be under pressure amid reduced demand and 
excess supply. All other sectors saw positive returns. Healthcare 
and information technology were among the top- performing 
sectors while some of the best-performing industry groups 
included transportation as well as automobiles and components, 
which had been hard hit in Q1.

Preliminary data showed that economic growth contracted 
by 3.8% quarter-on-quarter in the eurozone in the first three 
months of 2020, as measures to contain Covid-19 were widely 
introduced in March. Annual inflation was estimated at 0.4% in 
April compared to 0.7% in March.

The flash composite purchasing managers’ index (PMI), 
which measures business activity, hit a new record low of 
13.5 in April, down from 29.7 in March. The PMIs are surveys 
of the manufacturing and services sectors. A reading above 
50 suggests economic expansion, while a reading below 50 
suggests contraction.

UK
UK equities recovered over the month. Small and mid cap 
equities outperformed, reversing some of the underperformance 
seen in March when UK lockdown measures were implemented 
in response to Covid-19. Larger companies lagged behind, 

particularly the oil and gas sector after Royal Dutch Shell cut its 
dividend for the first time since World War Two in response to 
lower crude oil prices.

The Office for Budget Responsibility (OBR) published an 
assessment of the potential impact of Covid-19 on the UK 
economy and public finances. This suggested that the economy 
could suffer a 35% plunge in Q2 output were the lockdown to 
remain in place throughout the quarter. A deep recession, in 
combination with the costs of various policy interventions, saw 
the OBR estimate that government borrowing would increase to 
around 14% of GDP.

Forward-looking indicators pointed to a precipitous fall in activity 
over April, with the flash IHS Markit/CIPS composite purchasing 
managers’ index falling to 12.9 from 36.0 in March. At the end 
of the month, the UK prime minister Boris Johnson returned to 
work after being hospitalised suffering from Covid-19. Johnson 
declared that the UK was “past the peak” of the crisis and 
said the government was working on plans to ease lockdown 
measures and restart the economy.

JAPAN
After some large swings early in the month, the Japanese market 
settled into a steadier trading pattern in the second half of April, 
and ended the period with a positive total return of 4.3%. The yen 
was also less volatile, and gradually strengthened against the US 
dollar.

Investors seemed to react more to evidence of a peak in 
virus cases globally, rather than any specific news regarding 
restrictions in Japan itself. As a result, economically-sensitive 
stocks tended to outperform while domestic-focused stocks 



such as retailers and utilities tended to lag behind the overall 
market rise. The weakest area was airlines, as concerns 
mounted over their inability to restart profitable services in the 
medium term - even when lockdowns begin to ease. Smaller 
companies were very weak relative to the overall market in first 
few days of April but gradually recouped much of this decline 
over the rest of the month.

Compared to other developed countries, Japan continues 
to experience a rather different trajectory of recorded virus 
cases and mortality. However, a gradual increase in cases 
and some potential stress within the health service led to a 
state of emergency being declared by the central government 
across seven prefectures of Japan, including Tokyo, which was 
later extended nationwide. Even now, however, the practical 
restrictions on social and business activities are still far less 
restrictive than those seen in Europe.

The lighter restrictions meant economic data for March was 
generally less awful than expected. This had little market impact, 
however, as most data was viewed as being out-of-date even 
before it was released and sentiment was driven more by events 
on a day-to-day basis. More forward-looking PMI surveys still 
suggest that the economic impact on Japan, while very negative, 
is still somewhat less severe than it is in Europe or the US.

The Japanese government continued to step up its fiscal 
response to the crisis through extensions of the initial 
supplementary budget. One specific move in April was to replace 
the initial plan for support payments to affected individuals with 
a much simpler one-off payment of ¥100,000 to all residents, 
regardless of income.

ASIA (EX JAPAN)
Asia ex Japan equities rallied in April as fresh stimulus from 
major central banks and signs of stabilisation in new Covid-19 
cases in the US and Europe served to improve sentiment. The 
MSCI Asia ex Japan Index increased in value but modestly 
underperformed the MSCI World Index.

Pakistan and India were the best-performing markets in the index 
as their respective central banks provided additional support. 
Low crude oil prices were also beneficial to both countries, while 
Covid-19 case fatality rates remained low relative to rates seen 
in other countries. The export-oriented markets of Taiwan and 
Thailand also outperformed amid optimism for a recovery in 
global demand in the second half of the year, as did Indonesia 
where currency appreciation underpinned returns that were 
above the MSCI Asia ex Japan Index.

By contrast, China lagged the regional index, having strongly 
outperformed in March. Q1 GDP shrank by 9.8% but there were 
positive signs of recovery in monthly data for March, while Hong 
Kong and Malaysia also finished behind the index. South Korea 
underperformed by a smaller margin.  

EMERGING MARKETS
Emerging market (EM) equities rebounded in April, buoyed by an 
expansion of stimulus from global central banks and signs of 
a flattening or a reduction in the rate of new Covid-19 cases in 
Europe and the US. The MSCI Emerging Markets Index increased 
in value, posting its strongest monthly gain in four years, though 
it underperformed the MSCI World Index.  

Pakistan and India were the best-performing index markets. 
Pakistan’s central bank cut its key policy rate by 200bps to 9% 



at an emergency meeting. In India, the governor of the Reserve 
Bank of India (RBI) announced that it would do “whatever it 
takes” to support the economy. The RBI cut the reverse repo 
rate by 25 basis points (bps) to 3.75%, and launched a special 
liquidity fund for mutual funds. Low crude oil prices were also 
supportive, while Covid-19 case fatality rates in both countries 
remained low relative to other countries. A number of EM 
markets sensitive to global trade outperformed the index, 
including Thailand and Taiwan.

By contrast, Mexico and Turkey registered more modest gains 
and were the weakest index markets. Currency weakness was 
a drag on equity returns in both countries, notably in Turkey. 
In Mexico, new daily Covid-19 cases accelerated. In response, 
the central bank cut its main interest rate by 50bps to 6%. In 
Turkey, meanwhile, the central bank reduced its key policy rate 
by 100bps to 8.75%, despite registering ongoing above-target 
inflation. China also lagged behind, having strongly outperformed 
in March. Q1 GDP fell by 9.8% q/q but higher frequency data for 
March indicated a recovery, in particular industrial production.    

GLOBAL BONDS
Government bond yields broadly declined in April, but with some 
regional divergence. Investor sentiment improved markedly, 
driving a strong rebound in riskier assets. The more positive 
mood seen in late March continued into April, gaining support 
from further policy announcements from central banks, including 
the Fed widening the scope of its corporate bond purchases.

There was some regional divergence, potentially reflecting 
disparate policy responses. The US 10-year Treasury yield was 
three basis points lower at 0.64% on the month, underperforming 
Germany and the UK, having fallen substantially in March. The 
Fed began reducing its weekly purchases of Treasuries in the 

second half of the month, though the policy committee kept 
rates unchanged and affirmed a continuation of policy support.

In Europe, the German 10-year yield fell from -0.47% to -0.59%, 
while Italy was a notable laggard, with its 10-year yield rising 
from 1.52% to 1.76%. Progress towards a more coordinated 
response in the region remained slow. However, the ECB 
announced further support measures through its lending 
operations and pledged to increase asset purchases as 
necessary.

Corporate bonds outperformed government bonds with global 
investment grade (IG) seeing its strongest monthly total return 
(local currency) on record, at 4.6% (source: ICE BAML). The IG 
spread (the difference in the yield of a corporate bond versus a 
similar maturity government bond) tightened by 73 basis points 
(bps). Investment grade bonds are the highest quality bonds, as 
determined by a credit ratings agency, while high yield bonds are 
more speculative, with a credit rating below investment grade.

Global high yield saw a total return (local currency) of 4.5%, 
the second highest on record. The energy sector led the way, 
especially in the US, rebounding from the heavy sell-off seen in 
March.

Emerging market (EM) debt produced positive returns, with 
corporate bonds performing well, and EM currencies gaining. 
The Indonesian rupiah and Russian rouble were among those to 
bounce back.

Global stock markets saw a strong recovery rally in April. 
Convertible bonds, as measured by the Thomson Reuters Global 
Focus index, benefitted from the tailwind and were up 6.2%. 
US and European convertibles became slightly more expensive 



in April with discounts to be found in Japanese and Asian 
convertibles.

COMMODITIES
The S&P GSCI Index recorded a slightly positive return in April. 
The precious metals component registered the strongest gain 
as gold and silver spot prices advanced by 6.9% and 7.1% 
respectively. Energy contributed positively, aided by a rise in 
Brent crude oil prices. However, this masked major volatility 
in the oil sector over the month. WTI, the US benchmark, was 
down 8% with the price of the front month contract – i.e. oil 
for May delivery – turning negative due to weak demand and 
limited storage capacity. Industrial metals advanced, supported 
by a 4.5% pick up in copper prices. These gains were offset by 
weakness from the agriculture component, with coffee, corn and 
wheat prices seeing the largest falls.



1 MONTH 12 MONTHS
Equities USD EUR GBP USD EUR GBP
MSCI World 10.9 11.1 9.0 -4.0 -1.8 -0.8
MSCI World Value 8.8 9.0 6.9 -14.7 -12.7 -11.8
MSCI World Growth 12.8 13.0 10.9 6.9 9.4 10.5
MSCI World Smaller Companies 13.4 13.6 11.5 -14.6 -12.6 -11.8
MSCI Emerging Markets 9.2 9.4 7.3 -12.0 -10.0 -9.1
MSCI AC Asia ex Japan 9.0 9.2 7.1 -7.4 -5.3 -4.3
S&P500 12.8 13.0 10.9 0.9 3.2 4.3
MSCI EMU 6.3 6.5 4.5 -16.9 -15.0 -14.1
FTSE Europe ex UK 6.4 6.6 4.6 -10.4 -8.4 -7.4
FTSE All-Share 6.7 6.9 4.9 -19.4 -17.5 -16.7
TOPIX* 5.3 5.5 3.6 -3.3 -1.0 -0.0

1 MONTH 12 MONTHS
Government Bonds USD EUR GBP USD EUR GBP
JPM GBI US All Mats 0.4 0.6 -1.3 15.1 17.8 19.0
JPM GBI UK All Mats 5.0 5.2 3.2 12.6 15.2 16.4
JPM GBI Japan All Mats** 1.3 1.5 -0.4 4.9 7.3 8.4
JPM GBI Germany All Traded 1.1 1.2 -0.7 2.5 4.9 5.9
Corporate Bonds USD EUR GBP USD EUR GBP
BofA ML Global Broad Market Corporate 4.8 5.0 3.0 5.5 7.9 9.0
BofA ML US Corporate Master 5.3 5.5 3.5 9.3 11.8 12.9
BofA ML EMU Corporate ex T1 (5-10Y) 4.3 4.5 2.6 -2.3 -0.1 0.9
BofA ML £ Non-Gilts 6.5 6.7 4.7 3.2 5.6 6.6
Non-investment Grade Bonds USD EUR GBP USD EUR GBP
BofA ML Global High Yield 4.5 4.7 2.8 -5.3 -3.1 -2.1
BofA ML Euro High Yield 5.6 5.8 3.8 -8.1 -5.9 -5.0

 
Source: Thomson Reuters DataStream.  
Past performance is not a guide to future performance and may not be repeated. 

TOTAL RETURNS (NET) % – TO END APRIL 2020
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