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Markets were skittish in April as Eurozone stocks paused to catch 
their breath after a strong recent rally and US equities barely 
budged given softer economic data and an awareness of stretched 
valuations. Weaker data encouraged some investors to unwind 
what had been very successful bets on the US dollar, despite 
Treasury yields moving higher on the month. Oil soared for similar 
reasons as speculators trimmed shorts, but doubts remain about 
a sustainable recovery. The extremely positive tone for emerging 
markets stocks contrasted with developed markets ambivalence, 
though whether Chinese equities should be so well bid given cuts to 
earnings and economic growth forecasts is an open question.

April saw many assets struggle to build on their strong fi rst quarter start, as 
equities sold off  during the last days of the month, bond yields rose, and the 
US dollar fell against all six other major currencies for the fi rst time since June 
2014. Despite some volatility developed markets equities eked out a 1.0% 
return, though emerging markets fared much better (5.7%) and posted their 
best monthly return since January 2012. Emerging markets are now ahead of 
developed markets year-to-date.

US economic data appeared to weaken in April; an initial estimate showed 
that fi rst quarter GDP barely expanded and job creation in March was well 
below expectations. Weak starts to the year are not unusual; J.P. Morgan has 
noted that fi rst quarter GDP growth on average has been 160 bps below 
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that of other quarters for the past 20 years. First quarter growth was also 
disappointing last year but then surged over the subsequent six months. 
Other statistics continue to paint a more promising picture. Average job 
creation has been over 260,000 during the last six months and applications 
for jobless benefi ts recently fell to their lowest levels in 15 years, while 
consumer spending rose in March, posting its biggest gain since November.

Th e main risk for US equities (1.0% in April) is not the economy but 
valuations, which look stretched on both a short-term and normalized 
basis, especially since earnings growth appears to be stalling. Headlines that 
the majority of US companies are beating fi rst quarter estimates appear 
promising, until one realizes how low the bar was set and considers that the 
consensus now expects less than 2% earnings growth for major US indexes 
in 2015. Valuations are a particular concern for small-cap stocks (-2.6%), 
which now trail large caps year-to-date. Bulls had hoped small companies 
would be relatively insulated from headwinds like the strong dollar and from 
a diminished exposure to the energy sector, but seem to have overlooked 
a trailing P/E multiple that is almost 50% above historical averages and a 
normalized metric that looks even more stretched.

Eurozone equities posted a minor loss (-1.5% in euro terms) in April; a pause 
was perhaps overdue given strong returns in the last several months—year-
to-date Eurozone equities have returned 16.9%. European earnings continue 
to look healthier than those in other regions; Stoxx 600 companies are 
expected to post earnings growth of around 8.5% during fi rst quarter, while 
S&P 500 earnings are expected to slightly contract. For 2015, Eurozone 
earnings are expected to grow almost 20%, though overall European growth 
may be weaker given a drag from markets like the United Kingdom and 
Switzerland. Eurozone economic data also seem to be benefi tting from the 
cheaper currency and improving business confi dence. Headlines such as Spain 
raising its growth projection for 2015 to 2.9% and defl ation ending can be 
contrasted with those about how the strong franc is dampening Swiss growth. 
Th e Greek debt drama persists, though over the past several days it appears 
that both parties may be inching closer to a deal in part because government 
cash balances are running so low.

Outside the Eurozone, UK equities (3.3%) narrowed some of their 
underperformance versus peers as worries over the upcoming election 
seemed to fade. Aside from election uncertainty, a variety of concerns have 
weighed on this market in recent months, including large index exposures 
to commodities and slowing emerging markets. Whatever political coalition 



| 3

emerges in early May will face diffi  cult choices—the size of the twin defi cit 
(budget and current account) is large and this may again pressure sterling as 
well as gilt yields.

Chinese equities (16.6%) continued to set the pace for emerging markets 
stocks and have now returned over 48% during the past 12 months. Some 
analysts seem skeptical of the rally given economic data continue to soften 
and earnings forecasts have been steadily trimmed in recent months. 
However, Chinese valuations do not appear challenging, interest rate cuts 
may bolster growth, and speculative fever may not die down in the near 
future. Emerging markets equity returns were also lifted by Brazilian equities 
(9.6%), where Petrobras soared after it fi nally released audited fi nancials, 
reducing concern about a technical default on its extensive borrowings.  
Higher commodity prices assisted exporters such as Russia (6.6%), which 
also benefi tted from easing tensions in Ukraine.

Th e massive recovery in commodity prices (11.1%) drew parallels to the surge 
in Chinese equities, with a wide divergence of opinion as to its sustainability. 
Spot oil prices rose over 20% during the month as expectations for future 
US supply fell given lower rig counts and capital expenditure budgets. Saudi 
airstrikes on key transport hub Yemen also played a role. However, skeptics 
noted that US oil inventories have surged and many wells could quickly 
come back on line, which explains in part why near-term oil contracts rose 
more than longer-term equivalents. US REITs, the top-performing major 
asset class in 2014, dropped nearly 5% in April as rates backed up and 
returns are now in the red year-to-date for the fi rst time since 2009.

A fi nal key story in April was that the US dollar rally paused to catch its 
breath, given weak economic releases and the extension of timelines for 
when the Federal Reserve might next hike rates. Th e dollar sank around 
4% against the euro and close to this against the pound, generating gains 
on unhedged investments for US investors in local equities. Th e dollar was 
relatively stable against the yen, however, as the Bank of Japan refrained from 
additional easing. Dollar valuations had looked stretched and much will 
depend on whether the US slowdown proves temporary, but the fl ipside is 
that the European Central Bank and others will be loath to see recent tailwinds 
fade from their weak currencies, and further easing can’t be ruled out. ■
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Chinese equities have 
rallied recently and the 
A-share market has 
surged, benefi tting from 
rising domestic investor 
demand; Indian equities 
have stalled as valuations 
are higher and investors 
await further progress on 
structural reforms

Returns for European 
equities have easily 
outpaced those for US 
equivalents in 2015 but 
have trailed over longer 
time periods

Cumulative Wealth of European and US Equities
April 30, 2010 – April 30, 2015 • April 30, 2010 = 100 • Local Currency

 

 

Note: Data are total returns.

Sources: MSCI Inc. and Thomson Reuters Datastream. MSCI data provided "as is" without any express or 
implied warranties.
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US small caps under-
performed in April as 
hopes for superior earnings 
growth faded; stretched 
valuations suggest future 
gains will be minimal

Whatever the outcome of  
the forthcoming UK 
election, the victors will 
have to make tough choices 
given sizable twin defi cits

Russell 2000® Index Starting Valuation and Subsequent Five-Year Returns
December 31, 1978 – March 31, 2015

 

 

Sources: Frank Russell Company and Thomson Reuters Datastream.
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Commodities soared in 
April, as hopes grew that 
US oil production would 
taper off  and instability 
in the Middle East raised 
concerns over global 
supply. Emerging markets 
stocks also posted strong 
gains as China soared and 
higher commodity prices 
boosted exporters. Bonds 
posted minor losses despite 
weaker economic data, in 
part because tighter labor 
markets are generating 
fears over wage infl ation

Sources: Barclays, BofA Merill Lynch, FTSE International Limited, J.P. Morgan Securities, Inc., MSCI Inc., National 
Association of Real Estate Investment Trusts, Standard & Poor’s, and Thomson Reuters Datastream. MSCI data 
provided “as is” without any express or implied warranties.
See last page for notes.
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European equities took a 
breather from their recent 
strong performance despite 
reasonably positive 
earnings releases and 
some stronger economic 
data; in contrast, 
government bonds sold 
off  as high-profi le fund 
managers warned that 
negative yields made for 
attractive shorts, and 
speculation rose that the 
ECB would curtail early 
its expansion of  QE

Sources: Barclays, Bloomberg L.P., BofA Merill Lynch, Citigroup Global Markets, EPRA, FTSE International Limited, 
MSCI Inc., J.P. Morgan Securities, Inc., National Association of Real Estate Investment Trusts, Standard & Poor’s, 
and Thomson Reuters Datastream. MSCI data provided “as is” without any express or implied warranties.
See last page for notes.

Index Performance (€)
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UK equities rebounded in 
April as earnings releases 
were generally well 
received and as concerns 
died down over the 
upcoming elections. Given 
sterling strength, local 
investors without currency 
hedges have actually been 
better off  in local than 
other European equities 
over the past 12 months

Sources: Bank of England, Barclays, BofA Merrill Lynch, EPRA, FTSE International Limited, J.P. Morgan Securities, 
Inc., MSCI Inc., National Association of Real Estate Investment Trusts, Standard & Poor’s, and Thomson Reuters 
Datastream. MSCI data provided “as is” without any express or implied warranties.
See last page for notes.

Index Performance (₤)
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While the dollar weakened 
against most developed 
and emerging markets 
currencies in April after 
timelines were pushed 
back for future Fed 
rate hikes, performance 
over the last 12 months 
remains impressive

The euro recovered 
some ground in April as 
economic data were well 
received and as fears of  a 
Grexit faded; it will take 
several months of  similar 
gains to regain its lost 
ground against currencies 
like the dollar

Sterling rebounded from 
undervalued levels against 
most peers in April as 
election uncertainty faded, 
but the large current 
account defi cit means 
further weakness can’t be 
ruled out

Sources: MSCI Inc. and Thomson Reuters Datastream. MSCI data provided “as is” without any express or
implied warranties.
Note: EM currencies is an equal-weighted basket of 20 currencies.

Currency Performance
As of April 30, 2015 

Versus the US Dollar

Versus the Euro

Versus the Pound Sterling

1.0

0.8

0.1

-0.3

-0.9

-3.2

-3.4

-0.4

-11.2

3.3

-6.5

-2.8

-6.2

9.9

-15 -10 -5 0 5 10 15

Canadian Dollar

Euro

Swiss Franc

Australian Dollar

EM Currencies

Japanese Yen

US Dollar

Total Return (%)

4.6

4.3

3.7

3.5

3.2

2.5

0.2

-9.4

-19.2

-6.0

-9.0

-14.9

-11.5

-14.6

-25 -20 -15 -10 -5 0 5 10

Canadian Dollar

Euro

Swiss Franc

UK Sterling

Australian Dollar

EM Currencies

Japanese Yen

Total Return (%)

1 Month
Trailing 12 Months

0.2

-0.6

-0.8

-1.0

-1.7

-3.9

-4.2

12.1

16.3

12.6

5.3

9.5

5.6

23.7

-10 -5 0 5 10 15 20 25 30

Canadian Dollar

Swiss Franc

UK Sterling

Australian Dollar

EM Currencies

Japanese Yen

US Dollar

Total Return (%)



| 10

Exhibit Notes
Performance Exhibits
Total returns for MSCI developed markets indexes are net of dividend taxes. Total returns for MSCI emerging 
markets indexes are gross of dividend taxes.

US dollar index performance chart includes performance for the Barclays Corporate Investment Grade, Barclays 
High Yield Bond, Barclays Municipal Bond, Barclays US TIPS, Barclays US Treasuries, BofA Merrill Lynch 91-Day 
Treasury Bills, FTSE® NAREIT All Equity REITs, J.P. Morgan ELMI+, J.P. Morgan GBI-EM Global Diversifi ed, 
MSCI Emerging Markets, MSCI World, and S&P GSCI™ indexes. 

Euro index performance chart includes performance for the Barclays Euro-Aggregate: Corporate, Barclays Pan-
Euro High Yield, Citigroup EMU Govt Bonds, FTSE® EPRA/NAREIT Europe ex UK RE, J.P. Morgan ELMI+, J.P. 
Morgan GBI-EM Global Diversifi ed, MSCI Emerging Markets, MSCI Europe, MSCI Europe ex UK, MSCI World ex 
EMU, MSCI World, and S&P GSCI™ indexes.

UK sterling index performance chart includes performance for the Barclays Sterling Aggregate: Corporate Bond, 
BofA Merrill Lynch Sterling High Yield, FTSE® British Government All Stocks, FTSE® British Government Index-
Linked All Stocks, FTSE® EPRA/NAREIT UK RE, J.P. Morgan ELMI+, J.P. Morgan GBI-EM Global Diversifi ed, 
MSCI Emerging Markets, MSCI Europe ex UK, MSCI World, MSCI World ex UK, and S&P GSCI™ indexes. 

Valuation Exhibits
The composite normalized P/E ratio is calculated by dividing the infl ation-adjusted index price by the simple 
average of three normalized earnings metrics: ten-year average real earnings (i.e., Shiller earnings), trend-line 
earnings, and return on equity–adjusted earnings. We have removed the bubble years 1998–2000 from our mean 
and standard deviation calculations. All data are monthly.

Fixed Income Yields
US fi xed income yields refl ect Barclays Municipal Bond Index, Barclays US Corporate High Yield Bond Index, 
Barclays US Corporate Investment-Grade Bond Index, and the ten-year Treasury.

European fi xed income yields refl ect the BofA Merrill Lynch Euro Corporate AA Bond Index, BofA Merrill Lynch 
Euro Corporate Bond Index,  Barclays Pan-European Aggregate High Yield Bond Index, Bloomberg Twenty-Year 
European Government Bond Index (nominal), ten-year German bund, 20-year European Infl ation Swaps (infl ation 
expectations), and the real yield calculated as the difference between the infl ation expectation and nominal yield.

UK sterling fi xed income yields refl ect the BofA Merrill Lynch Sterling Corporate AA Bond Index, BofA Merrill Lynch 
Sterling Corporate Bond Index, UK ten-year gilts, and Bank of England 20-year nominal, real, and zero coupon 
(infl ation expectations) yields.

Copyright © 2015 by Cambridge Associates LLC. All rights reserved.
This report may not be displayed, reproduced, distributed, transmitted, or used to create derivative works in any 
form, in whole or in portion, by any means, without written permission from Cambridge Associates LLC (“CA”). 
Copying of this publication is a violation of US and global copyright laws (e.g., 17 U.S.C. 101 et seq.). Violators of 
this copyright may be subject to liability for substantial monetary damages. The information and material published 
in this report is nontransferable. Therefore, recipients may not disclose any information or material derived from 
this report to third parties, or use information or material from this report, without prior written authorization. This re-
port is provided for informational purposes only. The information presented is not intended to be investment advice. 
Any references to specifi c investments are for illustrative purposes only. The information herein does not constitute 
a personal recommendation or take into account the particular investment objectives, fi nancial situations, or needs 
of individual clients. This research is not an offer to sell or the solicitation of an offer to buy any security in any 
jurisdiction. Some of the data contained herein or on which the research is based is current public information that 
CA considers reliable, but CA does not represent it as accurate or complete, and it should not be relied on as such. 
Nothing contained in this report should be construed as the provision of tax or legal advice. Past performance is 
not indicative of future performance. Any information or opinions provided in this report are as of the date of the 
report, and CA is under no obligation to update the information or communicate that any updates have been made. 
Information contained herein may have been provided by third parties, including investment fi rms providing infor-
mation on returns and assets under management, and may not have been independently verifi ed.

Cambridge Associates, LLC is a Massachusetts limited liability company with offi ces in Arlington, VA; Boston, MA; 
Dallas, TX; and Menlo Park, CA. Cambridge Associates Fiduciary Trust, LLC is a New Hampshire limited liability 
company chartered to serve as a non-depository trust company, and is a wholly-owned subsidiary of Cambridge 
Associates, LLC. Cambridge Associates Limited is registered as a limited company in England and Wales No. 
06135829 and is authorized and regulated by the Financial Conduct Authority in the conduct of Investment 
Business. Cambridge Associates Limited, LLC is a Massachusetts limited liability company with a branch of-
fi ce in Sydney, Australia (ARBN 109 366 654). Cambridge Associates Asia Pte Ltd is a Singapore corporation 
(Registration No. 200101063G). Cambridge Associates Investment Consultancy (Beijing) Ltd is a wholly owned 
subsidiary of Cambridge Associates, LLC and is registered with the Beijing Administration for Industry and 
Commerce (Registration No. 110000450174972).



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


