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MONTHLY REVIEW: APRIL'S RESOURCE RUSH

April 2016

Global risk assets continued to push ahead driven by a surge in resource assets. Mining and commodity related assets
rose on dovish central banks, a weaker dollar and firmer commodity prices.

EQUITY: Global equities rose again in April, propelled by
mining and energy names. Volatility fell as central banks
remained accommodative and the US dollar weakened.
However, in spite of the “resource rush”, country specific
issues played a part in determining investor sentiment.
For the month, developed markets outperformed
emerging markets. Returns were dispersed within
emerging countries with Brazil and Russia doing well.
Brazil benefitted from both recovering commodity prices
and a clearer presidential impeachment process.
Russian energy and financials also did better as ill effects
of sanctions and crude oil price declines tailed off.
ASEAN countries, however, bucked the uptrend as a
weaker Chinese economy and domestic issues weighed.
Within developed markets, Australian and European
equities gained on mining stocks but Taiwanese equities
were weaker due to poor corporate earnings.
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FIXED INCOME: Amid central banks’ actions, the surge
in oil price and a weaker US Dollar, bonds from most
sectors turned in positive performance. The ECB left its
policy unchanged as did the BOJ which failed to appease
markets in the face of a stronger Japanese Yen (JPY)
and lack of inflation. The FOMC minutes revealed a
dovish committee. Against this background, global
government bonds were slightly weaker and the month
belonged to the riskier spectrum of bond offerings; US
dollar high yield emerging markets bonds led the charge.
In Asia, despite the recent downgrade of China’s
Sovereign Funds and Singapore banks, the JPM Credit
Index strengthened with credit spreads tightening to 278
basis points. This was driven by inflows into the
Indonesian quasi-government issues encouraged by a
reform minded government and a more stable currency.
The HSBC ALBI also edged up as Asian currencies
gained against the US Doallar.

Fig. 2. Bond Indices Performance in USD (%)

BAML US High Yield

JPM EMBI Global

BAML US Investment Grade
JPM GBI

JPM Asia Credit

HSBC Asia Local Bond

US 10Y Treasuries

B MTD

US 30Y Treasuries EYTD

0 5 10

Source: Eastspring Investments. Chart data from Thomson Reuters DataStream as at 30 April 2016. For representative

indices and acronym details please refer to notes in the appendix.
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COMMODITIES: The global commodity glut that has
plagued markets are finally starting to subside, sending
commodities to their biggest monthly gain since
December 2010. Brent Oil is up 17% this month, the
most in a year, rebounding after slumping to the lowest
(since 2003) earlier this year. Base metals rallied, with
aluminum set for its biggest monthly advance since 2012
amid signs of improved demand in China, the world’s
biggest consumer. Raw materials have recovered as
China’s property and construction industry rebounded
after a slow start to the year. Copper, zinc, lead and
nickel climbed at least 1%. Gold and silver rose, both
closing at the highest since January 2015.

Fig. 3. Commodities Performance in USD (%)
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CURRENCIES: The USD index, which compares the
USD against its major trading partners produced a third
straight monthly slide. The JPY strengthened against all
16 major peers and surged over the last week of the
month as BOJ defied economists’ expectations that
stimulus would be stepped up. Emerging market
currencies rose for a third month advance as oil rallied.
The Russian Ruble extended the best start to a year on
record as Russia’s central bank left borrowing costs on
hold. Colombia’s Peso rose 0.7%, pushing its gain in
April to 5.1%. The Brazilian Real strengthened 4.4% in
April.

Fig.4. Currencies Performance versus USD (%)
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Source: Eastspring Investments. Chart data from Thomson Reuters DataStream as at 30 April 2016. For representative

indices and acronym details please refer to notes in the appendix.
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ECONOMICS: US economic data started strong led by strengthening manufacturing surveys. The ISM manufacturing
index for March rose to a better-than-expected 51.8, the first reading in seven months above 50 suggesting expansion.
The ISM non-manufacturing index for March rose to a better-than-expected 54.5. Labor force data was also strong as
non-farm payrolls for March increased a slightly better-than-expected 215k, unemployment rate rose to 5.0% and Initial
jobless claims for the week ending 16th April fell to 248k, the lowest level since November 1973. However, towards the
end of the month, weaker real GDP, orders for durable goods and industrial production tempered hopes of a sustained
recovery.

Chinese economic data over the month suggested some sort of stability had been reached. Early in the month the
‘official' manufacturing PMI for March rose to a better-than-expected 50.2, the first time since mid-2015 that it had
registered a reading above 50. The Caixin/Markit manufacturing PMI for March rose to a better-than-expected 49.7, still
in deflationary territory. Chinese house prices continued to accelerate in March, with new home prices rising 4.9% year
on year. Real GDP for Q1 grew by 6.7% over the last year, the slowest pace since Q1 2009. Industrial production for
March grew by a stronger-than-expected 6.8%.

European economic data was mixed as Eurozone real GDP for Q1 expanded a better-than-expected 0.6% over the last
quarter and unemployment for April fell to a better-than-expected 10.2% However, the Markit Eurozone flash
manufacturing Purchasing Managers' Index fell to 51.5.

The Bank of Japan Tankan quarterly survey of business confidence for the March quarter saw the index for large
manufacturers fall to a worse-than-expected +6 (consensus: +8, previous: +12) — the biggest contraction in three years.

CENTRAL BANKS: At its April meeting, the Reserve Bank of Australia (RBA) decided to leave the cash rate
unchanged at 2.0%, citing the lower-than-expected growth in the global economy is continuing to grow. However at the
time of writing (9 May 2016), the RBA decided to lower the cash rate by 25 basis points to 1.75%, effective 4 May 2016,
citing lower-than-expected inflationary pressures. They also noted that while several advanced economies have
recorded improved conditions over the past year, conditions have become more difficult for a number of emerging
market economies. China's growth rate moderated further in the first part of the year, though recent actions by Chinese
policymakers are supporting the near term outlook.

The Reserve Bank of India (RBI) lowered the repurchase rate by 0.25 percentage point to 6.5%, its lowest level in five
years and announced steps to increase liquidity in the country’s banking system, as it took stock of slowing inflation.
The RBI also reduced the cash reserve ratio, the percentage of deposits banks must park with the RBI, to 90% from
95%, and cut the marginal standing facility, the emergency funding rate for banks, by 0.75 percentage points.

Bank of Thailand’s monetary policy committee members voted 5-2 to cut the benchmark interest rate by 0.25
percentage points to 1.5%, citing slow economic recovery despite higher government spending and a sunnier outlook
for the tourism sector.

Colombia's central bank increased the benchmark interest rate by a half point in an effort to stem still-rising inflation
even as economic growth is weakened by a drop in oil prices. The seven-member board decided to boost the lending
rate to 7%, surprising the majority of analysts in a Reuters survey, who had expected a 25 basis point rise.

The Bank of Japan (BOJ) kept its monetary policy stimulus intact during the month. The BOJ voted 8-1 to maintain its
pledge of increasing base money at an annual pace of 80 trillion yen ($659 billion) via purchases of government bonds
and risky assets. This is in spite of growing signs that slumping energy costs, weak exports and a fragile recovery in
household spending will keep inflation short of its 2% target.

The FOMC statement released in April indicates that labor market conditions have improved further even as growth in
economic activity appears to have slowed. Growth in household spending has moderated, although households' real
income has risen at a solid rate and consumer sentiment remains high. Since the beginning of the year, the housing
sector has improved further but business fixed investment and net exports have been soft. A range of recent indicators,
including strong job gains, points to additional strengthening of the labor market. Inflation has continued to run below
the Committee's 2.0% longer-run objective, partly reflecting earlier declines in energy prices and falling prices of non-
energy imports.

Source: Eastspring Investments as at 30 April 2016. For representative indices and acronym details please refer to notes in
the appendix.
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Fig.6. Key Regional Price-to-book Valuations (x)
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Fig.8. Selected Economic Data
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Source: Eastspring Investments. Table data from Bloomberg and individual country sources. Data sourced on 9 May 2016.
Please contact us for source and definitions of individual data points.
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