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Equities
The recent stabilisation in bond yields gives equity markets room to breathe while the liquidity environment (i.e. 
the ready availability of funds) remains supportive. We continue to favour the value style (a style of investing which 
focuses on stocks that appear to trade at a lower price relative to their fundamentals, such as dividends or earnings).

Government Bonds
Despite the steep rise in yields seen so far this year, there is still scope for yields to nudge higher as the vaccine roll-
out broadens out and fiscal stimulus starts to bite. Fiscal stimulus is a tool used by policymakers in an attempt to 
manage economic fluctuations.

Commodities Vaccine distribution and fiscal stimulus are driving the recovery in demand while supply remains pressured by 
under-investment across many sectors.

Credit

The probability of a vaccine-led recovery in Q2 2021 has positive implications for credit; however, the recent tight-
ening in credit spread levels has made valuations less attractive. The credit spread is the margin that a company 
issuing a bond has to pay an investor in excess of government yields and is a measure of how risky the market 
perceives the borrower to be.
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The more stable rate environment helps the quality/growth style, while there is scope for positive surprises in the 
upcoming Q1 earnings announcements. A growth style of investing focuses on stocks whose revenues and earnings 
are expected to increase at a faster rate than the average company. Higher quality stocks refers to industry leading 
businesses with attributes such as strong cash flows.

UK The UK continues to offer attractive valuations and an exposure to the value sectors of the market, which should 
benefit from a post-pandemic reopening.

Europe Under-owned Europe is well supported by the European Central Bank (ECB) and well-exposed to the global activity 
normalisation. The vaccine programme is also improving.

Japan Export growth is accelerating, which we expect to continue as the economic recovery progresses.

Pacific ex-Japan We continue to favour Korea/Taiwan as their manufacturing outlook remains bright with low semiconductor 
inventory alongside high global demand.

Emerging Markets We are neutral on emerging markets (EM) and although some markets remain attractive, this is offset by a stronger 
US dollar, a peak in earnings and recent China regulatory action.
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US We still expect yields to grind higher given the stimulus and growth story. However, higher yields, a growth 
disappointment and inflation could alter the outlook.

UK We remain negative towards the UK, given the re-opening plan remains on track as the vaccine rollout continues to 
progress.

Germany Despite an improvement in valuations, yields remain very low and there has been little change from the ECB.

Japan Recent moves have been consistent with the rest of the bond market. There has been no change of view within a 
portfolio context.

US Inflation Linked We remain positive as we still see further upside, particularly within longer maturities. We are, however, cognisant 
that the market is increasingly pricing in our outlook.

Emerging Markets Local Despite some attractive markets in Asia, the broader EM local market appears vulnerable, particularly given the rise 
in idiosyncratic risk from Turkey and Russia.

Positive NeutralPositive/
Neutral
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Up from last month Down from last month
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US The continued tightening in credit spread levels has made valuations even richer, meaning spreads have limited 
room to tighten further. Technically, negative price action tends to cause investment outflows in this market.  

Europe Technicals and fundamentals are more supportive compared to the US market. The ECB’s support programmes 
continue to aid European investment grade (IG) credit.

Emerging Markets USD We have taken the opportunity to reduce our exposure to EM corporate IG credit given recent spread tightening; 
however, we continue to favour higher quality credits.
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) US Corporate leverage has fallen but remains at near all-time highs. At the same time, interest coverage for high yield 
corporates remains at record low levels.

Europe We remain concerned about the lack of a coordinated recovery programme and should banks continue to tighten 
lending criteria, there will be rising insolvency risk.
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Energy
OPEC+ – an alliance between OPEC members (Organization of the Petroleum Exporting Countries) and other oil 
producing states – announced a gradual increase in production through Q2 although it is unlikely that this will be 
enough. Meanwhile, oil inventories continue to be drawn down as demand recovers.

Gold Gold has recovered from oversold levels. However, ongoing central bank stimulus continues to underpin the low 
interest rate environment, which should support prices.

Industrial Metals Despite weakening credit growth in China, demand in the rest of the world should recover strongly as economic 
activity normalises.

Agriculture Demand for US soybeans continues to rise following the re-opening of the world economy, and with supplies low, 
this should support prices.
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US $ Our view is based on the dollar offering diversification, US growth momentum outpacing other developed markets, 
and an earlier pick-up in US inflation and yield differentials.

UK £ The speedy rollout of vaccines coupled with the gradual removal of restrictions has been positive; however, the yield 
differential between US versus the  British pound has narrowed.

EU € We remain neutral for now due to the lack of growth catalysts, although we do expect a bounce back later in Q2 and 
beyond following the vaccination progress.

JAP ¥ This score continues to reflect the US’s better vaccine story, higher growth, inflation and interest rate outlook, along 
with the positive yield differential of the US dollar versus the Japanese yen.

Swiss F Downgraded as the outlook for Europe has improved following the recent acceleration in the rollout of Covid-19 
vaccines as well as the ongoing recovery in global growth.

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 2021. 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-2021/


A look back at markets in April when shares 

gained with the US leading the way.

HIGHLIGHTS
• Developed market equities gained in April with the US 

leading the way, buoyed by a swift vaccine roll-out and fiscal 
stimulus measures

• Emerging market shares saw positive returns but lagged 
developed markets. The pandemic continues to be a major 
concern in several emerging markets, notably India

• The sharp sell-off in US government bonds came to a halt in 
April, helped by comments from the Federal Reserve

• Commodities gained with agriculture the best-performing 
index component

 
THE US
US equities made solid gains in April. Economic data was 
encouraging overall. Q1 GDP growth of 6.4% (quarter on 
quarter, annualised) narrowly missed expectations of 6.7%, 
and the trade deficit widened. Even so, aggregate business 
activity - as measured by the composite purchasing managers’ 
index (PMI - an index of business activity based on a survey of 
private companies in the manufacturing and services sectors) – 
climbed to 59.7 in March. The gain was led by the service sector, 
signalling the biggest uptick since 2014. Consumer confidence, 
while still below its pre-pandemic level, also rose strongly. 
Meanwhile, 70% of the US population has now had at least one 
shot of the vaccine.

And while the recent data have been encouraging, the policy 
environment is set to stay highly accommodative for some 
time. President Biden has followed up his $1.9 trillion fiscal 

stimulus bill with a proposed $2 trillion in infrastructure and 
manufacturing subsidies. The Federal Reserve (Fed) also 
confirmed its willingness to run the economy “hot” – or above 
the long-term inflation target – to the support economic recovery 
and full employment. It further stated it expects its targets for 
stable economic growth are still “some time” away and that 
asset purchases would continue until then.  

Investor sentiment was supported by the combined economic 
and policy backdrops, but also a robust earnings season. Big 
tech firms were particularly strong - the combined revenues of 
Alphabet, Amazon, Apple, Facebook and Microsoft jumped 41% 
in Q1. Consumer discretionary stocks were also buoyant, tallying 
with rising consumer confidence. Energy and consumer staples 
lagged the wider index with weaker aggregate gains.

EUROZONE
Eurozone shares also gained in April. After the outperformance 
of lowly valued parts of the market in recent months, higher 
growth areas tended to perform better in April. At sector level, 
information technology was among the top performers along 
with real estate and consumer staples. Energy registered a 
negative return. Within the consumer discretionary sector, 
automotive stocks saw some profit-taking after March’s strong 
gains, while luxury goods fared well. The Q1 earnings season 
began on a positive note. In particular, several banks have been 
able to reduce reserves, or lower provisioning levels, because 
government and central bank support has so far averted a wave 
of bad loans.

Several countries, including Germany, continued to battle rising 
Covid-19 infections. However, rates slowed in Italy, enabling 
the government to loosen restrictions in some regions. Many 
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eurozone countries began to speed up the roll-out of Covid-19 
vaccines. Germany’s constitutional court rejected an appeal 
against the EU recovery fund, which is set to be disbursed from 
July.

GDP data showed the eurozone economy contracted by 0.6% 
in Q1. Forward-looking data was more encouraging with the 
manufacturing PMI survey reaching a new record high of 63.4. 
Eurozone annual inflation was estimated at 1.6% for April, up 
from 1.3% in March. However, the core measure, which excludes 
energy prices, was up just 0.8%. The European Central Bank had 
quickened the pace of its asset purchases in March, due to the 
renewed wave of the virus, and confirmed in April that it would 
maintain this pace so as to avoid a rise in borrowing costs that 
could jeopardise the economic recovery.  

UK
UK equities performed well, led by small and mid cap stocks 
as the FTSE 250 index hit all-time highs. The market recorded 
another strong month despite a partial reversal of the trend for 
lowly valued stocks (where the UK market is well represented) 
to outperform. The lowly valued large oil and gas companies 
underperformed, despite ongoing strength in crude oil prices. 
Financials also lagged for the majority of April, although they 
bounced back sharply in the final week following encouraging 
Q1 results from large cap banks. Mining companies (helped by 
strong commodity prices) and UK domestically focused stocks 
escaped the broad rotation away from lowly valued areas.

It was strength in domestic areas of the market which helped 
propel the FTSE 250 past 22,000 for the first time. Domestic 
stocks were buoyed by encouraging economic data as the 
country took additional steps to ease lockdown restrictions, with 

retailers, housebuilders, business support services companies 
and construction groups all performing very well. The Office for 
National Statistics confirmed that UK retail sales had surged 
in March ahead of the lockdown easing, up 5.4% month-on-
month and 7.2% year-on-year, well above expectations for 1.5% 
and 3.5%. House prices continued to climb strongly in April. 
Meanwhile, the IHS Markit/CIPS UK Composite Purchasing 
Managers’ Index rose to 60.0 in April (flash reading), from a final 
reading of 56.4 in March and its highest level since November 
2013.

JAPAN
The Japanese equity market declined 2.8% in April, although 
all this move occurred in just two days when investors saw a 
greater chance that Japan may re-impose restrictions on activity. 
The yen initially moved sharply stronger against major currencies 
before retracing about half of the move before month-end.

Although the rate of Covid infections in Japan remains markedly 
below most other countries, the persistent increase in cases 
continues to cause concern among the population and has 
heightened criticism of the government’s response. In addition, 
the much-anticipated acceleration in Japan’s vaccination 
programme has so far failed to materialise.

These concerns culminated in the re-imposition of a state of 
emergency covering Tokyo and three other prefectures from 
25 April, just weeks after the previous restrictions were lifted. 
The current restrictions are planned for only 17 days, which 
could clearly be extended but the political timing becomes very 
complicated ahead of the Olympics.

Nevertheless, industrial production data remained solid over the 



last three months despite various states of emergency being 
in place for most of the period. The corporate results season 
began just before the end of April. Only minority of companies 
had therefore reported in April, but these numbers so far look 
good against consensus expectations, as they did in the previous 
quarter.

ASIA (EX JAPAN)
Asia ex Japan equities recorded a modest gain in April as the 
rollout of Covid-19 vaccines in many parts of the world boosted 
optimism for a return to economic normality. Taiwan was the 
strongest index market and outperformed, led by strong gains 
by non-technology stocks. Resources, industrials, consumer 
discretionary and financials all outperformed after the US did not 
name Taiwan as a currency manipulator. Malaysia, Singapore 
and Hong Kong also achieved modest gains during the month. 
Conversely, Pakistan was the weakest index market during April. 
Thailand and India were also weaker during the month.

China achieved a modest gain during the month following 
two consecutive monthly declines as solid 2020/21 earnings, 
a temporary weakening of the US dollar and less stretched 
valuations buoyed market sentiment. Healthcare, materials 
and staples led the Chinese market while real estate, utilities 
and financials underperformed during the month. In India, 
increasing cases of Covid-19 weakened market sentiment as the 
number of new infections and deaths surged during the month. 
Healthcare and materials outperformed while consumer staples 
and consumer discretionary lagged. Mid-caps and small caps 
outperformed large caps in April. Indonesia and the Philippines 
both recorded a modest decline over the month, while Korean 
equities achieved a positive performance in April. 

EMERGING MARKETS
Emerging market (EM) equities recorded a gain in April aided 
by dollar weakness but underperformed developed markets. 
Covid-19 continues to be a concern in several EM, with India 
suffering a notable surge in cases during the month, while the 
pace of vaccinations in many EM remains slow.

Poland was the best-performing market in the MSCI EM index as 
the government began to ease lockdown restrictions late in the 
month. Taiwan, Argentina, and Greece, where the government 
announced plans to open up its tourism industry in May, all 
outperformed the index. Brazil also finished ahead of the index, 
supported by higher commodity prices and currency strength.

Political uncertainty in all three Andean countries contributed to 
their underperformance in April, with Chile the weakest market, 
followed by Colombia and Peru. Pakistan and Thailand also 
recorded negative returns and underperformed the index. In 
Thailand, a rise in Covid cases raised doubts about the timing of 
the economic recovery, particularly in tourism.

GLOBAL BONDS
The sharp sell-off in US government bonds came to a halt in 
April, helped by comments from the Federal Reserve (Fed). 
European yields rose (i.e. prices fell), continuing to diverge from 
the US, due to rising growth and inflation expectations. With 
continued optimism over the economic recovery, corporate 
and emerging market bonds performed well and the US dollar 
weakened.

The US 10-year Treasury yield declined by 11 basis points 
(bps) to 1.63% for the month. Echoing the previous month’s 



comments, the Fed acknowledged improvements in the 
economy and a better outlook, but clearly downplayed any 
prospect of removing policy support. The US economy grew at 
an annualised 6.4% in Q1, beating expectations.

In Europe, the German 10-year yield rose by 9bps to -0.20%. In 
the “periphery”, Italy’s 10-year yield increased by 24bps to 0.90% 
and Spain’s by 14bps to 0.47%. European yields had shown 
a degree of resilience to the global sell-off in yields in recent 
months. In April, expectations for growth and inflation picked up. 
Inflation in Germany rose above 2% for the first time in five years, 
although this was due to higher energy prices compared to a 
year ago. The UK’s 10-year yield was unchanged at 0.84%.

Corporate bonds produced positive returns and outperformed 
government bonds. US credit led the way, with investment grade 
slightly ahead of high yield, supported by falling yields. European 
investment grade was flat, but ahead of government bonds, 
while high yield made positive returns.  

Emerging market (EM) bonds gained, led by local currency, as the 
US dollar weakened. EM hard currency debt performed well, with 
high yield bonds gaining over 3.5%. EM corporate bonds made 
more moderate positive returns.

The Refinitiv Global Focus index, which measures balanced 
convertible bonds, advanced 1.3%. Valuation for convertible 
bonds cheapened slightly, especially for some US technology 
and growth companies.

COMMODITIES
In commodities, the S&P GSCI Index made a modestly positive 
return. Agriculture was the best-performing component with 

strong gains recorded for corn and wheat. Sugar and coffee 
also achieved robust gains. The industrial metals component 
also performed well, led by gains for copper and nickel. Energy 
was lifted by gains for natural gas and oil. Precious metals 
were modestly higher, with small gains for both gold and silver. 
Livestock fell, led lower by sharp declines in feeder cattle and live 
cattle.



TOTAL RETURNS (NET) % – TO END APRIL 2021

1 MONTH 12 MONTHS
Equities USD EUR GBP USD EUR GBP
MSCI World 4.7 2.2 4.3 45.3 32.2 32.4
MSCI World Value 3.2 0.7 2.8 40.6 28.0 28.1
MSCI World Growth 6.3 3.8 5.9 49.1 35.7 35.9
MSCI World Smaller Companies 3.9 1.4 3.5 66.1 51.2 51.4
MSCI Emerging Markets 2.5 0.1 2.1 48.7 35.3 35.5
MSCI AC Asia ex Japan 2.5 0.1 2.1 48.0 34.6 34.8
S&P500 5.3 2.8 5.0 46.0 32.8 33.0
MSCI EMU 4.6 2.2 4.3 51.8 38.1 38.3
FTSE Europe ex UK 4.9 2.4 4.5 47.9 34.5 34.7
FTSE All-Share 4.7 2.2 4.3 38.3 35.8 26.0
TOPIX* -1.8 -4.1 -2.1 29.5 17.8 18.0

1 MONTH 12 MONTHS
Government Bonds USD EUR GBP USD EUR GBP
JPM GBI US All Mats 0.8 -1.5 0.5 -4.8 -13.3 -13.2
JPM GBI UK All Mats 0.9 -1.5 0.5 0.8 -8.3 -8.1
JPM GBI Japan All Mats** 1.3 -1.1 1.0 -3.3 -12.1 -11.9
JPM GBI Germany All Traded 1.7 -0.7 1.3 6.2 -3.4 -3.3
Corporate Bonds USD EUR GBP USD EUR GBP
BofA ML Global Broad Market Corporate 1.5 -0.9 1.1 8.2 -1.5 -1.4
BofA ML US Corporate Master 1.2 -1.2 0.8 5.1 -4.4 -4.3
2.8BofA ML EMU Corporate ex T1 (5-10Y) 2.4 0.0 2.1 16.6 6.1 6.2
BofA ML £ Non-Gilts 1.0 -1.4 0.6 12.9 2.7 2.9
Non-investment Grade Bonds USD EUR GBP USD EUR GBP
BofA ML Global High Yield 1.5 -0.9 1.2 22.0 11.0 11.2
BofA ML Euro High Yield 2.9 0.5 2.6 27.6 16.1 16.3

 
Source: Thomson Reuters DataStream. 
Local currency returns in April 2021: *-2.8%, **0.2%.
Past performance is not a guide to future performance and may not be repeated. 
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