
Continued uncertainty surrounding the ongoing debt ceiling negotiations, renewed stress within the regional banking 
industry, and an early May rate hike by the Federal Reserve (Fed) were some of the key macro developments that 
warranted investors’ attention throughout April and into the early trading days of May. Despite this, global equity 
returns were mostly positive across the financial markets in April, with continued outperformance on behalf of 
international developed equities versus both domestic equities and—even more so—emerging market equities. 
Performance across the fixed income landscape was overwhelmingly positive on the month, with credit-oriented 
sectors posting relatively stronger returns versus their interest rate-sensitive counterparts amid a generally supportive 
environment for risk assets, despite persistent recessionary pressures and a further tightening in monetary conditions. 
Similar to stocks and bonds, most major real asset sectors witnessed positive performance in April, particularly in the 
global listed infrastructure space.
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Economic Update
Financial Markets Shrug Off Macro Headwinds in April with Broadly Positive Gains
After weathering a flare-up of banking system stressors in March—including the failures of both Silicon Valley Bank and 
Signature Bank—performance across the major financial market asset classes and categories was overwhelmingly 
positive in April against an abundance of worrisome macro developments. Notable headwinds that have surfaced in 
recent months include ongoing strains across the U.S. banking system—particularly among regional banks—numerous 
recessionary warning signals, an unresolved debt ceiling debate, and a further tightening in monetary conditions by the 
Fed in early May. Additionally, San Francisco-based First Republic Bank was the third U.S. bank failure thus far in 2023, 
with JPMorgan Chase Bank acquiring the institution on May 1.

At their policy meeting on May 2-3, the Federal Open Market Committee (FOMC) raised the policy rate 25 basis points 
(bps) to a new upper limit of 5.25%. The hike, which was largely anticipated by swap and Fed funds futures prices 
preceding the announcement, may prove to be the final hike in the Fed’s ongoing tightening campaign, should the Fed 
manage its near-term monetary operations in line with market-implied expectations. Market expectations have evolved 
in recent trading activity to reflect increasing sentiment for interest rate cuts by the summer.

In addition to the Fed’s latest increase in the overnight borrowing rate and its lagged effect on aggregate demand and 
inflation, investors have also grappled with ongoing debt ceiling negotiations, which are expected to persist until the 
eleventh hour. The so-called “X-date” when the Treasury is anticipated to deplete its emergency reserves has been 
estimated by policymakers and market participants to potentially occur as soon as June 1. Through April, total public 
debt outstanding outstripped the statutory debt limit by nearly $100 billion.

National Average Savings Account Interest Rate and 1-Month T-Bill Yield
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While the Treasury technically defaulting on its debt may seem an unlikely scenario, the cost to protect against such an 
event has surged to a record high, surpassing levels witnessed in both the 2007-2008 Global Financial Crisis and the 
debt ceiling debacle of 2011 in which Standard Poor’s downgraded the U.S. sovereign credit one notch from AAA to AA+.
Near-term (i.e., 1-year) credit default swap (CDS) spreads blew out to nearly 180 bps by the end of April, a level 
approximately 100 basis points above the previous peak established in 2011 and almost ten times the 2007 to present 
average.

Commercial Bank Deposit Liabilities and Total Money Market Fund Net Assets

Despite the disconcerting macro developments discussed above, risk assets and safe havens alike posted solid 
performance in April. This may likely reflect the market’s ongoing discounting of an expected Fed pivot to easier 
monetary conditions—a somewhat peculiar potentiality given persistent sticky inflation measures.

In summary, in spite of numerous headwinds, including a recent increase to the policy rate, persistent banking system 
stress, and surging costs to protect against a U.S. sovereign default, financial market performance in April appeared 
broadly positive, with the market discounting looming Fed pivot presumably supporting risk appetites.

Market Summary
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U.S. Style Returns - First Quarter

Source: FTSE Russell

Equity Indices Performance Returns in U.S. Do

Data sources: S&P and MSCI

Global Equity
Global stock market returns were mixed over the 
month, as the U.S. and international markets saw 
positive returns while emerging markets results 
turned negative. The S&P 500’s positive return in 
April was driven by a few stocks—Microsoft, 
Apple, and Meta contributed over half of the 
index’s return, as the market-weighted index 
remains top-heavy.

Value outperformed growth equity in large caps 
but underperformed in small caps. More broadly, 
however, large caps outperformed small caps. All 
S&P 500 sectors produced positive returns over 
the month, led by the communication services 
and real estate sectors. Meta announced positive 
earnings at the end of the month, benefiting the 
communication services sector, which finished 
the quarter up approximately 13%.

European equities finished the month strong, with all 
sectors producing positive returns. Real estate was 
the top-performing sector, which marked a 
notable turnaround as it had been the worst-
performing sector over the trailing one-year. 
Information technology was the worst-
performing sector within Europe as several 
semiconductor companies warned that a 
demand slowdown would likely be longer than 
expected. In the United Kingdom, sector 
performance was largely positive. Financials 
were the most significant contributor to returns 
due to receding fears around the health system. 
Other top contributors were Shell and BP, 
boosted by a recovery in oil prices after OPEC+ 
announced a surprise production cut.

Japanese equities produced slightly positive 
returns on the month. The Tokyo Stock 
Exchange’s February decision to push companies 
with a below 1x price-to-book ratio to develop 
capital improvement plans to boost corporate 
values and stock prices saw momentum as 
foreign investors purchased Japanese stocks 
rapidly in April. The Bank of Japan’s first policy 
meeting under Governor Ueda’s leadership was 
interpreted as dovish, causing the yen to weaken.

Emerging markets equities produced negative 
returns over the month. Despite positive first-
quarter gross domestic product (GDP) data and 
retail sales numbers, geopolitical tensions 
weighed on Chinese equity returns as the 
country’s markets finished April in the red. 
Increasing reports of possible U.S. investment 
regulations on China led the communication 
services, information technology, and consumer 
discretionary sectors to produce negative 
returns. Although China and Taiwan detracted 
from the overall performance of emerging 
markets, India, Brazil, and Saudi Arabia saw 
positive returns. Saudi Arabia benefited from oil 
production cuts, while Brazil’s political issues have 
shown signs of abating, improving sentiment.

Data sources: FactSet
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Fixed Income
The Treasury yield curve was little changed on a 
month-over-month basis. However, the 
uncomfortably high interest rate volatility trend 
continued in April, with the 10-year and 2-year 
Treasury yields trading within a range of 30 bps and 
45 bps, respectively. The yield curve remained 
inverted, as the 10-year/2-year Treasury yield 
spread was static over the month following a rapid 
steepening in March.

The ISM Services Purchasing Managers' Index (PMI) 
increased to 51.9 in April, indicating the most 
significant expansion in the services sector in a year, 
supported by growth in output and new orders. The 
ISM Manufacturing PMI—while still in contraction 
territory—rose to 47.1 in April from a 3-year low of 
46.3 in March and slightly above the market 
consensus of 46.8. PMIs and the labor market point 
to solid economic momentum, but forward-looking 
indicators offer a contrasting view. The Conference 
Board’s Leading Economic Indicators Index was 
released in April and printed at -1.2% month-over-
month. Additional banking turmoil and the looming 
potential of a U.S. government default added to a 
problematic macroeconomic backdrop for investors.

Credit spreads continued to paint a rosy picture 
despite the tightening lending standards, providing a 
trend that contradicts the historically high correlation 
between tightening credit conditions and the 
widening of corporate credit spreads. During the 
month, investments grade (IG) and high yield (HY) 
spreads compressed slightly to 1.4% and 4.5% 
respectively. Earnings reports in the first quarter 
delivered a better picture than initially feared, but 
expectations were low given that many 
management teams had issued cautious guidance 
while downgrading their forecasts. While the 
performance was not as negative as expected, the 
index still reported a year-over-year decline in 
earnings.

The Federal Deposit Insurance Corporation (FDIC) 
selected BlackRock Inc's Financial Market Advisory 
unit to market Signature and Silicon Valley Banks' 
securities portfolio with sales starting in mid-April. 
The assets for sale include agency mortgage-
backed securities, commercial mortgage-backed 
securities, and other securities created in the low-
rate environment. Even though the selling process is 
expected to be orderly, spreads widened in 
anticipation of the increased supply. Recent turmoil 
in regional banks has also put pressure on the 
Commercial Real Estate (CRE) sector, as banks 
account for a large proportion of CRE lending 
sources. The office sector is broadly anticipated to 
face the most acute pressure as demographic 
changes and work-from-home policies pressure 
occupancy.

Data source: St. Louis Federal Reserve, Factset. As of January 2023

Banks Tightening Credit Bo

Fixed Income Index Returns
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Real Assets
Real Estate
Global Global real estate returns improved 
through April after drawing down the prior month, 
as concerns of contagion between regional banks 
and commercial property persisted. The FTSE 
NAREIT All Equity REITs index remained flat for 
the month. At the same time, the FTSE EPRA/
NAREIT Developed Index rose 1.9%, led by the 
recovery of developed Europe after the first-
quarter drawdown on the back of contagion 
concerns around the Credit Suisse failure.

Residential property sectors were top performers 
among U.S. REITs, driven by continued strong 
fundamentals. In contrast, other sectors like office 
and lodging fell further on concerns of slower 
leasing heading into an economic slowdown. Retail 
and industrial sectors, in aggregate, were flat for the 
month as fundamentals remained unchanged and 
investors looked for more guidance on consumer 
demand and spending patterns.

Natura l  Resources
Following a surprise production cut announcement 
by OPEC+ on April 2, crude oil prices jumped to a 
year-to-date high of $82/barrel. However, the 
pricing support from the production cuts did not 
hold, as prices came back down to $72/barrel at the 
end of the month. The market has expected no 
further production cuts in the near term, but crude 
pricing remained pressured. Market participants 
have indicated they expect OPEC+ to make efforts to 
support oil prices at an $80/barrel target.

The sharp decline in natural gas pricing reversed 
in April after approaching what many believe to 
be a $2/MMBtu floor. Countries that typically begin 
their injection season to build stores after winter 
did not have to come to market coming out of 
the first quarter, given their full storage levels 
heading into the warmer-than-expected winter. 
Natural gas pricing now looks ahead to 
expected summer weather as many coal-fired 
power plants have switched to natural gas as a 
fuel source.
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Grain commodities sold off for another consecutive 
month in April as a favorable growing season is 
expected in North and South America due to the 
developing El Niño weather system. These 
commodities also started the year coming down 
from the highs of 2022 due to volatility from the 
Russia-Ukraine war.

Infrastructure
The majority of global listed infrastructure sectors 
posted positive performance in April, with the 
exception of the communication and port sectors. 
Airports, toll roads, and diversified infrastructure led 
the group in performance, with global travel 
increasing month-over-month. Energy-related infra-
structure also performed positively in light of 
commodity price drawdowns, given that names in 
these sectors have significantly limited exposure to 
debt and are committed to returning capital to 
shareholders.

Americas -7.6%

Americas -7.6% Americas 0.3%
Asia/Pacific -5.6% Asia/Pacific 1.4%
Europe -2.2% Europe 12.8%

Oil & Gas Storage/Transmis -8.9% Oil & Gas Storage/Trans. -0.6%
Diversified 8.8% Water -0.4%
DJ Brookfield GLI Index -6.1% Communications 0.3%
Airports 9.1% Ports 0.5%
Communications -19.0% DJ Brookfield GLI Index 3.1%
Water -8.8% Energy Trans./Dist. 4.0%
Toll Roads -1.3% Toll Roads 5.4%
MLP 8.2% MLP 6.8%
Energy Transmission/Distrib -2.1% Diversified 10.7%
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Diversifying Strategies
Hedge funds provided positive returns in April, with 
the HFRI Fund Weighted Composite Index gaining 
0.4%. All main hedge fund strategies were modest 
contributors for the month. Each strategy displayed 
the ability to preserve capital and navigate 
challenging market conditions.

Hedged equity was up 4% over the month as 
strategies managed to catch a portion of equities' 
upwards swing in April. The HFRI Equity Hedge 
Healthcare Index far outperformed all other hedged 
equity strategies, returning 3.9%. Conversely, the 
HFRI Equity Hedge Technology Index far 
underperformed, returning -2.8% on the month.

Macro rebounded from the previous quarter despite 
the choppy nature of commodities and currencies 
throughout April. OPEC+ supply cuts were met with 
uncertain global demand, making it challenging to 
trade directionally. Macro strategies were prompt to 
create positions around ongoing agricultural supply 
issues worldwide—specifically in sugar, corn, and 
wheat.

Trend following strategies that were short the curve 
in the first quarter have reeled in positions towards 
neutral holdings as leading indicators point towards 
a freeze in interest rate hikes. Trend followers took 
risk-on positions adding to equities, as upbeat 
earnings data from large U.S. technology companies 
outweighed continued fears surrounding regional 
bank liquidity pressure.

HFRI Indices Performance Returns in U.S. Doll

8 ® 2023 Certuity, LLC. All Rights Reserved 



9 

IMPORTANT DISCLOSURE INFORMATION
Certuity, LLC, a Delaware limited liability company (“Certuity”), is a United States Securities and Exchange 
Commission (“SEC”) registered investment adviser. Certuity and its representatives are in compliance with the 
current registration and notice filing requirements imposed upon SEC registered investment advisers by those 
states in which Certuity maintains clients. Certuity® is a registered trademark and trade name of Certuity, LLC. 
Camden Capital, Alts Plus, AltsPlus and Alts+ are trade names of Certuity, LLC.

This document is for information purposes only and is not intended as an offer or solicitation, or as the basis 
for any contract to purchase or sell any security, or other instrument, or to enter into or arrange any type of 
transaction as a consequence of any information contained herein.

The information enclosed in this presentation is confidential. By accepting it, you agree to treat it is as such and any 
unauthorized use or disclosure of this presentation or the information enclosed herein is strictly prohibited.

This presentation does not take into account your particular investment objectives, financial situation or 
needs, and should not be construed as financial or legal advice. The information contained herein is 
preliminary, is merely a summary, and is subject to change without notice.

Certain information contained herein has been obtained or derived from unaffiliated third-party sources 
believed by Certuity to be reliable. Neither Certuity nor any of its affiliates or 
representatives makes any representation or warranty, express or implied, as to the accuracy 
or completeness of the information contained herein and nothing contained herein may be relied upon as 
an indicator or representation as to prior or future performance. Some of the materials contained 
herein may be characterized as “forward-looking statements”, which can be identified by the use of 
forward-looking terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”, 
“estimate”, “intend”, “continue” or “believe” or the negatives thereof or other variations thereon or comparable 
terminology, and which may include, among other things, projections of future performance, estimates, 
forecasts, scenario analysis, or pro forma information. Such forward-looking statements are based on 
assumptions with respect to significant factors that may not prove to be correct and you should 
understand the assumptions and evaluate whether they are reasonable and appropriate for your purposes.

All analyses and projections depicted herein are for illustration only, and are not intended 
to be representations of performance or expected results. The results achieved by individual clients will 
vary and will depend on a number of factors including prevailing dividend yields, market liquidity, 
interest rate levels, market volatilities, and the client's expressed return and risk parameters at the time 
the service is initiated and during the term. Past performance is not a guarantee of future results.

Investors should seek financial advice regarding the appropriateness of investing in any securities, 
other investment or investment strategies discussed in this report and should understand that 
statements regarding future prospects may not be realized.

Although information in this document has been obtained from sources believed to be reliable, we do not 
guarantee its accuracy, completeness or fairness, and it should not be relied upon as such. This 
document may not be reproduced or circulated without our written authority.

All data is as of April 30, 2023 unless otherwise noted.
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Providing guidance, knowledge and access to solutions that 
empower clients to approach life with certitude.

This document is confidential and intended solely for the addressee. This document may not be published nordistributed
without the written consent of Certuity, LLC. Advisory Services offered through Certuity, LLC,  an SEC registered Investment Advisor.
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