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Global stock markets came back under pressure in April as concerns 
surrounding monetary policy tightening soured investor sentiment. 
Inflation data hit new cycle highs in the US, UK and Europe, pushing 
interest rates up further on expectations central banks will remain vigilant 
in their quest to curb rising prices. 

Overall, it was another challenging month for markets with the World 
MSCI Index falling 8%, in US dollar terms. Rising yields weighed on growth 
stocks in particular, with the Nasdaq falling around 13% for its worst 
monthly decline since the 2008 financial crisis. These declines were 
cushioned to some extent for sterling-based investors due to a sizable 
drop in the GBP/USD rate, which fell to its lowest level since the summer 
of 2020 to trade in the mid-1.20s. In sterling terms, the drop in global 
equities was roughly 4%. 

Despite the Bank of England beginning to hike rates before their US 
counterparts, it is now viewed as adopting a relatively less hawkish path 
going forward. As well as contributing to sterling’s depreciation, the 
effects of this policy divergence can also be felt in the stock market. UK 
large cap stocks fared relatively well, ending the month with a small gain, 
thanks in part to a significant weighting towards energy stocks. However, 
mid- and small-cap shares fell in the UK. 

Rising rates can be seen across the fixed income universe as bond prices 
fell on the expectation of imminent aggressive central bank tightening. 
Both the short- and long-end of the curve rallied with the US 10-year 
moving above the 3% handle to hit its highest level in more than three 
years. This has led to rising mortgage rates, with a US 30-year mortgage 
now around 5%. UK Gilts fared slightly better than sterling corporates, 
though both experienced notable declines. Inflation-linked bonds fell 
further still, along with emerging market bond indices.

Persistently elevated inflation readings are the root cause of the 
aggressively hawkish Fed and the situation has been exacerbated by 
further supply chain disruptions. China’s zero-Covid policy has seen 
dozens of cities, including Shanghai, placed back into strict lockdown, 
creating substantial problems for the production of a wide range of 
products and goods, limiting supply and applying upward pressure 
on prices. 

Gauges of economic activity held up fairly well during April, though 
some bouts of weakness could be seen. The US economy surprisingly 
contracted in the first quarter, for the first time since mid-2020, while 
the latest consumer spending data from the UK also pointed to a 
slowdown. 

Corporate earnings season has been pretty good on the whole. In the 
US there has been a 14% rise in sales and earnings per share has 
increased by 8%, both small beats on the consensus forecasts. 
European updates were also largely positive and better than 
expected. For large-cap tech it was something of a mixed bag with 
Apple, Microsoft and Facebook parent company Meta all providing 
positive updates. The same can’t be said though for Amazon, Google 
and Netflix as there was a clear divergence of winners and losers.

Markets have looked through the broadly positive results to focus 
more on valuations. As rates rise and other assets, such as bonds, 
start to offer some return, high-valued growth shares become 
notionally less attractive. This has led to a derating, as share prices 
fall despite profits remaining good and earnings multiples compress. 
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