
 

 

 

Market Update – April 2017  
 

Summary: 

 Equities around the globe continued to rally 

 Similar to the first quarter, the “Trump Trade” – which refers to companies and industries 

that would benefit from higher interest rates, a stronger dollar, a boost in infrastructure 

spending, and meaningful tax reform – continued to tread water 

 Secular growth industries, however, continued to charge higher 

 Fixed Income posted modest gains as interest rates drift lower 

 Economic data around the globe generally remains solid, but some trends are softening; 

gap between “soft data” and the “hard data” remains wide 

 First quarter company-specific results handily beat estimates  

 

Equities: 

Equity markets showed some signs of weakness early in April, but reversed course mid-month 

and ended the month in positive territory following the first round of French elections (where the 

“worst case” outcome was avoided), no new news regarding North Korea, first quarter 

company-specific results that have been better than expected, and an aggressive tax reform 

plan from the Trump administration.  Global equities, as represented by the MSCI ACWI Index, 

returned approximately +1.6% in April, pushing up year-to-date results to +8.6%1.  The S&P 500 

Index, for perspective, is now up about +7% on the year.  Equity investors continue to view the 

world with rose-colored lenses, as evidenced by the CBOE Volatility Index (“VIX”), which is 

typically a good gauge of fear in the market.  The VIX dipped to 9.90 on May 1st, the lowest level 

since February 20072, suggesting a high degree of complacency. Similar to the first quarter, 

growth-oriented sectors including Consumer Discretionary (thanks Amazon!), Healthcare, and 

Technology, led the rally in April. The tech-heavy Nasdaq Index is now up an impressive +15% 

year-to-date and +30% over the past twelve months1. Value-oriented sectors, most notably 

Financials and Energy, posted negative returns in aggregate in April and have failed to keep 

pace this year following big election-driven rallies in the fourth quarter of 2016.  

From a geographic perspective, International and Emerging Markets continued to outperform 

US equities. Lastly, the US Dollar declined relative to most currencies, providing a boost to non-US 

stock portfolios that do not hedge currencies.  As we noted in last month’s letter, we have been 

in favor of trimming US exposure (where we have been overweight in most portfolios relative to 

broader global benchmarks) and adding to International allocations for three primary reasons: 

1) valuations are more attractive, 2) fundamentals are encouraging and there is more room for 

profit expansion, and 3) investor sentiment is improving and fund flows into the region are 

accelerating.  In contrast to the US, where markets are arguably more efficient, we tend to 

emphasize active funds (versus “passive” index funds) overseas, preferring to allocate to 

institutional-caliber managers with deep experience in the space.   

                                                 
1 Source: Yahoo Finance and Morningstar 
2
 Source: CNBC 

 



Fixed Income: 

While all signs point to the Fed marching down the path of additional rate hikes (consensus still 

calls for two more hikes this year), interest rates moved lower in April, reflecting an interesting 

divergence in views in regards to economic growth between bond and equity investors. The US 

10-year Treasury yield, which started the month at 2.40%, ended at 2.28%. This led to gains of 

+0.8% in the Bloomberg Barclays US Aggregate Index in April, lifting year-to-date results to +1.6%. 

Over the past twelve months, however, bonds have returned just +0.8%3. Our views on Fixed 

Income remain muted.  Please see our past few monthly market updates for additional details 

on our views and playbook for bond investing in the current market environment (we are happy 

to re-send as well).            
 

Economic Data and Company-Specific First Quarter Results: 

Broadly speaking, economic figures around the globe remain solid and affirm our view that the 

global economic recovery is firmly on track. In the past month, however, we have seen some 

data points roll over and the level of upside surprise relative to expectations for some measures 

has been subdued. GDP growth in the US, for example, was +0.7% in the first quarter3, a bit softer 

than most economists were expecting due to warmer weather, weakness in auto sales, and 

sluggish consumer retail spending. Most prognosticators (including the Federal Reserve, 

interestingly) expect these issues to be temporary and see GDP growth re-accelerating in the 

second quarter.  It remains to be seen if the Trump Administration can engineer a swift uptick to 

the 3%+ GDP growth promised on the campaign trail, or if the economy will be stuck at the 

mediocre +2% level as it has been since the Financial Crisis.  In contrast to the “hard data”, the 

“soft data”, which speaks to consumer sentiment, CEO confidence, and manufacturing firm 

confidence, remains very strong.  As we noted last month, the very recent divergence between 

hard and soft data is the widest since 20114. At that time, the economy did not keep pace, and 

equities sold off. In 2009, however, economic sentiment improved well ahead of any subsequent 

rebound in hard data and equities delivered significant gains. Elsewhere, company-specific first 

quarter earnings results (most of which are reported in late April and early May) have handily 

exceeded expectations, and in aggregate, have demonstrated more than +12% year-over-year 

growth for S&P 500 Index companies. Estimates were calling for only +9% growth coming into 

April5, reflecting the largest “beat” in several years. 
         

Fun Facts of the Month: 

That’s Quite the Housing Market, Eh? 

 Apparently our neighbors to the north didn’t pay attention to our housing bubble and 

subsequent crash…the housing market in most major cities in Canada is on fire. Take 

Toronto, for example - average home prices (including little condos!) in April skyrocketed 

25% year-over-year, to C$921,000, which is approximately double that of 2011 levels6!   

 Only the 1%’ers should be able to afford a house…according to BMO Capital Markets, it 

would take an income of >C$200,000 to afford the average house in Toronto, which is 

close to the top 1% of all earners. Hopefully the speculators and foreign buyers have a 

good exit plan!      

                                                 
3
 Source: Yahoo Finance and Morningstar 

 
4
 Source: Bloomberg and Morgan Stanley Research  

5
 Source: Factset 

6
 Source: Toronto Real Estate Board 



 “This is a Bubble of Historic Proportions”…declares David Rosenberg, Chief Economist at 

Gluskin Sheff.  Even Bank of Canada Governor Stephen Poloz declares the housing 

market has “divorced itself from any fundamentals we can identify”.   

 Is the Bubble Starting to Deflate?...the government is actively trying to cool the market, 

and one of Canada’s largest mortgage lenders to borrowers with less than stellar credit 

scores, Home Capital Group, is fighting for survival. The lender’s stock cratered over -50% 

at the end of April after the company secured an emergency credit line as depositors 

raced to the exits following allegations of mortgage application fraud. Sound familiar…?    

 

As always, please don’t hesitate to shoot us an email or give us a call if you have any questions 

or comments!  Wishing everyone a Happy Spring! 

 

Sincerely, 

 

Ryan Financial Group 

 

It is not possible to invest directly in any index. The performance of an unmanaged index is not indicative of 

the performance of any particular investment. The performance of an index assumes no transaction costs, 

taxes, management fees, or other expenses. Past performance does not guarantee future results.  

This information is an assessment of the market environment at a particular point in time and is not intended 

to be a forecast of future events or a guarantee of future results. This information should not be construed 

as research or investment advice or as a solicitation to buy or sell any securities. Statements regarding 

future prospects may not be realized and may differ materially from actual events or results. Past 

performance does not guarantee future results.  

Lincoln Financial Advisors Corp. and its representatives do not provide legal or tax advice. You may want 

to consult a legal or tax advisor regarding any legal or tax information as it relates to your personal 

circumstances.   

Registered associates of Ryan Financial Group are registered representatives of Lincoln Financial Advisors 

Corp. Securities and investment advisory services offered through Lincoln Financial Advisors Corp., a 

broker/dealer (member SIPC) and registered investment advisor. Insurance offered through Lincoln 

affiliates and other fine companies. Ryan Financial Group is not an affiliate of Lincoln Financial Advisors 
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