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Market Overview

 Global equity markets mostly moved higher in April on the back of
European & Japanese stimulus, a strong rebound in commodity prices,
especially crude oil, and a weaker U.S. dollar versus most currencies.  The
strongest gains come from the emerging markets, as higher commodity
prices helped net exporters of crude oil.

 Stocks in the U.S. hit new highs during the month, but weakened late as the
release of 1st quarter GDP showed the economy grew at a surprisingly low
0.2% annual rate.  Bad weather, a decline in energy prices, a strong dollar
and the West coast port shut down were collectively blamed for the
lackluster showing in the quarter. Large cap stocks finished with a small
gain in April thanks to better than expected earnings and the view that a
weaker dollar would help foreign sales for large multi-nationals.

 Despite the weak 1st quarter GDP number, economic data appeared to be
skewed to the positive, with a 4% climb in durable goods orders and weekly
jobless claims at the lowest level in 15 years. Employment growth slowed
in March, but this negative was largely offset by the view that the Federal
Reserve would delay changes to their current accommodative rate policy.
Interest rates did move higher toward month end after the release of FOMC
minutes suggesting there was an increasing level of disagreement among
members on the appropriate timing for raising rates. Interest rates
fluctuated quite a bit during the period, bouncing between 1.85% and
2.05%, ending the month at 2.03% on the 10-year treasury.  As a result, the
Barclays Aggregate index finished down slightly for the month.

 European markets were supported by comments from ECB President Draghi
suggesting that ECB bond buying was helping the broader Eurozone
economy.  Ongoing concerns regarding a potential Greek debt default
continued to be a key distraction, especially in the middle of the month.
These concerns moderated as the month progressed as it looked more
likely that a deal would be reached to avoid default. Elsewhere, 1st quarter
Chinese growth proved to be lower than expected at 7%, but the shortfall
was largely ignored by investors who viewed the reading as rationale for
the Chinese government to pursue additional stimulus measures.
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Russell U.S. Equity Index Style and Capitalization Returns (%)

Growth Broad Value Growth Broad Value

Large Cap 0.50 0.71 0.93 Large Cap 4.36 2.31 0.20

Mid Cap (0.70) (0.91) (1.14) Mid Cap 4.64 3.01 1.26

Small Cap (2.94) (2.55) (2.14) Small Cap 3.51 1.65 (0.20)

Source: eVestment Alliance, Russell Indices Source: eVestment Alliance, Russell Indices
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Month Year to Date Month Year to Date
MSCI EAFE ($) 4.08 9.16 MSCI EM ($) 7.69 10.11

MSCI Europe ($) 4.34 7.94 MSCI EM Asia ($) 6.97 12.59

MSCI UK ($) 6.92 5.90 MSCI EM EMEA ($) 8.44 10.56

MSCI Japan ($) 3.54 14.11 MSCI EM Latin America ($) 10.28 (0.27)

MSCI Pacific ex Japan ($) 3.94 7.21 Source: eVestment Alliance, MSCI

Source: eVestment Alliance, MSCI

Non-U.S. Developed Market Returns (%) Emerging Market Returns (%)

Equity Markets

 Global equity markets moved steadily higher during the month, hitting record
highs in the U.S. before falling off during the last week of the month as Fed
minutes suggested an inconsistent view among FOMC members on the timing
of rate adjustments. The S&P 500 closed April with a 0.96% gain as corporate
earnings came in better than reduced estimates. The strongest gains were
seen outside the U.S. market, though, as shares responded to higher energy
prices, a weaker dollar and stimulus measures in both Japan and Europe.

 In a reversal from last month, large cap stocks were the best relative
performers on the month, while small caps struggled with the Russell 2000
index posting a 2.6% decline.  Value stocks won out in both the large and small
cap segments, but growth was the better performer in the mid cap space.
Sector performance was quite diverse in April, with half the sectors posting
losses.  Energy was the big winner, moving higher as underlying commodity
prices were up dramatically.  Also performing well was the telecom sector.
Healthcare took a breather after being up ten of the past eleven months, as
valuations suggest the space is expensive.  M&A activity remained elevated, as
several new high profile acquisitions were announced.

 In overseas markets, the MSCI EAFE Index gained 4.08% in U.S. Dollar terms in
April as the U.S. Dollar weakened against the Euro and U.K. Pound Sterling.
The EAFE Index was up 1.20% on local currency terms. Draghi indicated the
ECB will continue with its bond buying program until September next year, or
until inflation targets are met.  The Japanese market advanced despite a
pronounced drop in household spending and weak wage gains, as stimulus
measures continued to prop up investor sentiment.

 The MSCI Emerging Markets Index surged 7.69% in April, as major markets in
Latin America and emerging Europe were buoyed by a rebound in energy
prices and the weaker dollar environment. Brazil gained 17%, and was helped
by state-owned Petrobras filing audited financial statements that avoided a
technical default. China’s A-Shares advanced as the People’s Bank of China
lowered reserve requirements for stocks for the 2nd straight month and retail
investors responded with renewed buying.  India was a notable exception to
the month’s positive trend, with profit-taking after recent market highs
blamed for the month’s 6.5% decline.
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Month Year to Date

Barclays Aggregate (0.36) 1.24

Barclays Government (0.50) 1.09

Barclays U.S. TIPS 0.73 2.17

Barclays U.S. Inv. Grade Corp. (0.70) 1.60

Barclays U.S. Mortgaged Backed 0.04 1.10

Barclays U.S. High Yield 1.21 3.76

Credit Suisse Leveraged Loan 0.90 2.99

Source: eVestment Alliance, Barclays, Credit Suisse

Month Year to Date

Citigroup Non-U.S. WGBI Hedged (0.89) 1.34

Citigroup Non-U.S. WGBI Unhedged 1.88 (2.56)

JP Morgan EMBI Global 1.97 4.07

Source: eVestment Alliance, Citigroup, JP Morgan

U.S. Fixed Income Returns (%)

Non-U.S. Fixed Income Returns (%)

Fixed Income Market

 Interest rates rose modestly during the month, with the 10-year Treasury
closing the month at 2.03%, up 11 bps from the end of March.  Rates had
moved lower in the U.S. early in the month as bond buying by the ECB
drove yields lower there, making relative yields in the U.S. very attractive.
Rates reversed course toward the end of the month, however, as the
release of Fed minutes suggested an inconsistent view on the timing for
policy rate increases.

 The BC Aggregate index finished April with a 0.36% loss. In a reversal
from last month, U.S. Treasuries were one of the worst performing fixed
income sectors for the month, with the Barclays U.S. Treasury index
down 0.53%.  Also lagging during the period were investment grade
bonds (-0.70%), which moved lower in sympathy with Treasury rates and
were further impacted by record new issuance. The Mortgage Backed
index finished with a minimal gain (+0.04%) as new issuance was
relatively light and housing data, such as a strong New Home Sales
release, continued to be positive. U.S. Treasury Inflation Protected
Securities (TIPS) outperformed given a significant recovery in commodity
prices during the month and a +0.6% annualized inflation reading in
March, which is the highest monthly rate since April last year.

 Speculative grade high yield securities and bank loans both outperformed
in April thanks largely to a re-pricing of energy-related credits as crude
prices soared roughly 20% during the month.

 Developed market interest rates ticked higher despite Eurozone buying
activity by the ECB that drove local rates to record lows earlier in the
month. The Citi WGBI hedged index closed with a 0.89% monthly loss,
while the unhedged version experienced a nearly 1.9% gain thanks to
strong currency gains versus the U.S. dollar.  Emerging debt was the
standout winner for the month, gaining nearly 2% as emerging credits
were supported by strong movements in local equity markets.  Brazil was
a notable winner during the period, as Petrobras credits rebounded
following the release of Petrobras’ audited financials.  Energy-related
credits helped to offset some weakness in China, where 1st quarter GDP
came in at 7%, solid on a relative basis but below expectations.



___________________________________________________________________________________________________________________________________
4

The analysis in this report was prepared by Mesa Investment Consulting LLC (“MESA”), utilizing data from third parties and other sources including but not limited to MESA computer software and
selected information in the MESA database. Reasonable care has been taken to assure the accuracy of the data contained herein, and comments are objectively stated and are based on facts gathered in
good faith. MESA disclaims responsibility, financial or otherwise, for the accuracy or completeness of this report. This report and the information contained herein is confidential and cannot be reproduced
or redistributed to any party other than the intended recipient(s) without the expressed consent of MESA. MESA does not intend to benefit any third-party recipient of its work product or create any legal
duty from MESA to a third party even if MESA consents to the release of its work product to such third party.

MESA: Monthly Market Flash April 2015

(2.00) (1.00) 0.00 1.00 2.00 3.00 4.00 5.00 6.00

HFN CTA/Managed Futures

HFN Macro

HFN Long/Short Equity

HFN Equity Hedge Aggregate

HFN Merger Arbitrage

HFN Distressed

HFN Event Driven

HFN Convertible Arbitrage

HFN Market Neutral Equity

HFN Relative Value

HFN Multi-Strategy

HFN Hedge Fund Aggregate

Return (%)

Hedge Fund Strategy Comparison

April

Year to Date

Source:  eVestment Alliance

(30)

(20)

(10)

0

10

20

30

40

(3)

(2)

(1)

0

1

2

3

4

Ja
n-

11

Ap
r-1

1

Ju
l-1

1

Oc
t-1

1

Ja
n-

12

Ap
r-1

2

Ju
l-1

2

Oc
t-1

2

Ja
n-

13

Ap
r-1

3

Ju
l-1

3

Oc
t-1

3

Ja
n-

14

Ap
r-1

4

Ju
l-1

4

Oc
t-1

4

Ja
n-

15

Ap
r-1

5

Re
al

 A
ss

et
s (

%
)

In
fla

tio
n 

(%
)

U.S. REITs and Commodities vs. Inflation
Rolling 1-Year Periods

CPI - U
Bloomberg Commodity
FTSE NAREIT Index

Source: eVestment Alliance, S&P

Liquid Alternative Strategies

 Hedge fund strategies, as represented by the HFN Hedge Fund Aggregate
Index, produced their 4th straight monthly rise with a 0.51% gain in April. The
hedge fund index is up 3.41% for the year, not far from last year’s full-year
gain of 3.7%.  Convertible arbitrage and event driven strategies were the
month’s strongest performers, while CTA and Macro managers were the only
major strategies to post losses for the period.  All strategies remain in positive
territory for the year-to-date period, with the largest gain coming from event
driven strategies.

 Convertible arbitrage (+1.9%) was the best performing segment for the
period, posting the largest monthly gain since January 2012. The results are
impressive given equity market volatility was down during the period. While a
plentiful merger and acquisition environment has helped merger-focused
strategies, special situations strategies as well as diversified event driven
approaches excelled in April, helping the event driven index to a 1.5% gain.
Global macro strategies and CTA managers fell during the month, as
significant price reversals in energy and currencies proved detrimental to
longer term trend-following approaches. Equity market neutral (+0.2%) was
also a relative underperformer, but the strategy has posted positive returns
for 7 straight months. Lower levels of volatility (especially inter-stock
volatility) have made it more challenging to add value in this area.

 Commodity prices staged a sizable rally during April, with the Bloomberg
Commodity Index gaining 5.7%; the best monthly gain since February 2014.
The large move in April was not sufficient to offset the losses sustained early
in the year, however, leaving the index down 0.6% year to date.  Crude oil
prices moved dramatically higher during the month as supply data suggested
the gap between supply and demand was narrowing. The month also
produced nice gains from industrial metals (+7.8%), while agriculture and
precious metals posted small losses.

 U.S. REITS suffered a sizable decline in April, falling 5.5% as investors worried
about full valuations and historically low yields.  Selling pressure was also
present outside the U.S., although the broader developed market REIT index
was only down 1.5% in dollar terms thanks to stronger foreign currencies.


