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MESA: Monthly Market Flash April 2017
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Market Overview
 Asset class returns were mostly positive in April as underlying economic

conditions and the initial 1st quarter corporate earnings releases were
reasonably strong.  Meanwhile, the global political landscape, while volatile,
was a net positive contributor to the month’s equity market gains, as global
equity markets rallied following the results of the first round of French
presidential elections.

 The U.S. equity market got off to a slow start in April as uncertainty persisted
over the new administration’s inability to get healthcare reform passed,
creating uncertainty regarding the new President’s ability to get other pro-
growth initiatives implemented in a timely manner.  Adding to the early jitters
for investors were heightened tensions with North Korea over nuclear testing
and a U.S. missile strike on Syrian targets following reports of chemical
weapon usage. A weak March nonfarm payroll contributed to the early muted
returns. Investor sentiment generally improved as the month progressed. On
the political front, summary details of the new administration’s tax plan were
revealed, while budget talks took a more positive turn.  Meanwhile, U.S.
corporate earnings were generally quite strong and economic data released
during the month, such as weekly jobless claims and consumer sentiment,
were quite positive. The release of 1st quarter GDP, which came in at an
anemic 0.7% annual rate, was disappointing and resulted in month-end selling
pressure.

 While policy interest rates held steady in the developed markets during the
month, 10-year rates in all major markets (e.g. U.S., U.K. Germany & Japan)
were all marginally lower, helping fixed income generate solid gains in April.
Rates moved lower early in the month on flight-to-safety flows as political
tensions and weaker economic readings dominated.  Rates drifted up over the
2nd half of the month as economic readings improved. Higher risk categories
such as high yield and emerging debt, as well as foreign bonds, performed
best.

 Commodities generated a negative return on the month as oil prices
continued to drift lower given a steady production increases in the U.S., while
REITs were up, but lagged the broader equity market gains.
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Month Year to Date Month Year to Date
S&P 500 1.03 7.17 MSCI EM ($) 2.19 13.88

Russell 2000 1.10 3.59 MSCI EM Asia ($) 2.15 15.84

MSCI EAFE ($) 2.54 9.97 MSCI EM EMEA ($) 4.32 7.17

MSCI Europe ($) 3.53 11.24 MSCI EM Latin America ($) 0.00 12.06

MSCI UK ($) 2.08 7.23 Source: eVestment Alliance, MSCI

MSCI Japan ($) 1.05 5.59

MSCI Pacific ex Japan ($) 0.48 12.28
Source: eVestment Alliance, MSCI

Developed Market Returns (%) Emerging Market Returns (%)

Month Year to Date Month Year to Date

Bloomberg Barclays Aggregate 0.77 1.60 Citigroup Non-U.S. WGBI Hedged 0.65 0.28

Bloomberg Barclays Government 0.69 1.37 Citigroup Non-U.S. WGBI Unhedged 1.62 3.67

Bloomberg Barclays U.S. TIPS 0.59 1.86 JP Morgan EMBI Global 1.63 5.61

Bloomberg Barclays U.S. Inv. Grade Corp. 1.07 2.31 Source: eVestment Alliance, Citigroup, JP Morgan

Bloomberg Barclays U.S. Mort. Backed 0.65 1.13

Bloomberg Barclays U.S. High Yield 1.15 3.89

Credit Suisse Leveraged Loan 0.44 1.65
Source: eVestment Alliance, Bloomberg Barclays, Credit Suisse
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Equity Markets
 Global equity markets pushed higher in April, helped by a combination of strong

earnings and solid economic data. Non-U.S. markets were generally higher than
the U.S., helped by a weak U.S. dollar versus the euro and the U.K. pound.  The
S&P 500 gained 1.03% for the month, while the small cap-focused Russell 2000
(+1.1%) and the tech heavy NASDAQ Composite (+2.4%) hit all-time highs. Growth
stocks beat value stocks for the fourth straight month, as technology and
consumer discretionary shares led the way. On the flip side, a number of value
sectors struggled, with financials, energy and telecom leading the declines for the
2nd straight month. The MSCI EAFE index (+2.5%) and MSCI emerging markets
index (+2.2%) outperformed the U.S. market. Investors responded positively to
higher inflation readings in Europe, levels that reached 4-year highs for both the
EU and the UK, as the hope is higher inflation readings will be associated with
robust economic growth. European equity markets were also up meaningfully on
April 24th after the win by Macron over Le Pen in the first round of presidential
elections in France, easing concerns of the nationalist party gaining power.

Fixed Income Markets

 The U.S. yield curve continued its flattening trend in April, with the largest
decreases in yield seen on the 5- and 10-year maturities, while the short end of the
curve saw yields drift higher by 5 and 8 bps for the 3 month and 6 month
maturities. The bellwether 10-year Treasury ended the month with a yield of
2.28%, down 11 bps from the prior month. April was also a good month for credit,
with investment grade, high yield and emerging debt generating excess returns.
The move lower in intermediate and long rates, coupled with the strong credit
environment, helped the Bloomberg Barclays Aggregate index (+0.77%) post its
best gain since June 2016.

Alternative Strategies
 Hedge fund strategies were predominantly positive in April, with market neutral

equity and distressed being the noted exceptions.  As a result, the HFRI Hedge
Fund Aggregate index gained 0.52% for the month, or the sixth straight monthly
gain. Event driven managers, boosted by results from activists and merger
arbitrage strategies, were the month’s best performers. Equity hedge and
long/short equity were the month’s other solid performers, boosted by underlying
market gains, but also sizable return dispersion across sectors.


