Market review April 2019

April confirmed the euphoric stock market trend of the beginning of the year, with further gains. In recent months,
we have been questioning the divergence of indicators. Who to believe? The bond market that bears the signs of a
recession, or the stock market that seems to ignore the temporary slowdown?
As often, reality is to be found in-between. Until now, we had opted for a wait-and-see approach. The decline in
the fourth quarter of 2018 seemed exaggerated to us. The recent rebound is not due to more flourishing economic
prospects but to the temporary removal of certain risks.
We insist on the temporary nature because, as we write these lines, President Trump has just threatened to
increase tariffs on $200 billion of Chinese imports.
The trade war between the United States and China has not resulted in a tragic collapse of world trade so far.
Brexit has not yet precipitated Europe into a great leap into the unknown. In the first quarter, central bankers
withdrew from their reserves to reassure markets and maintain accommodative monetary policies.
While these economic risks had, until recently (between February and April), disappeared from the headlines, let
us not delude ourselves, they are still not resolved. Trade negociations between China and the United States have
been "in the final laps” for 5 months! The geopolitical stakes are extremely high and none of the protagonists can
lose face. A last-minute reversal cannot therefore be ruled out. There is no doubt that a conclusion would be
welcomed by everyone. Otherwise, the economic risks incurred would make us fall into a recession.
The European parliamentary elections will take place within a few weeks and the Brexit issue is still unresolved
either. It is not a time to become too complacent in the current framework.
The corporate earnings season is in full swing. The estimates had been largely revised downwards in recent
months and it is therefore not surprising that they are broadly in line with expectations. A downside, however, is
that few executives are venturing to make overly flattering forecasts for the coming quarters. In the current
uncertain context, this could be considered unwise.
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Market trends at end of April 2019
End of April

MSCI World

S&P 500

Perf 1 Month
Perf YTD

3.37%
15.65%

3.93%
17.51%

End of April

WTI Oil

Perf 1 Month
Perf YTD

6.27%
40.74%

End of April
Perf 1 Month
Perf YTD

Global
Aggregate
-0.30%
1.90%

Equities in Local Currencies
EuroStoxx
CAC
Spain
4.86%
17.10%

Commodities
Brent Oil
Gold
6.45%
35.32%

-0.68%
0.09%

4.41%
18.09%

3.57%
12.07%

Copper

USD

-1.04%
7.54%

0.02%
2.07%

Bloomberg Indices Bonds Total returns
US
US 10 Year German 10
Euro
Aggregate Aggregate
Treasury
Year Bund
0.03%
0.12%
-0.44%
-1.32%
2.97%
2.63%
2.43%
4.02%

Switzerland

UK

Hong Kong

3.08%
15.90%

1.91%
10.26%

2.23%
14.91%

Currencies vs EUR
JPY
GBP
-0.46%
0.56%
Global
Credit
0.38%
4.21%

0.07%
4.47%

CHF
-2.30%
-1.50%

Global High Emerging
Yield
Sovereign $
0.84%
0.40%
7.23%
5.85%

Source Bloomberg 30/04/19

We certainly avoided the worst at the end of last year: a brutal and disorderly recession due to the threat of a trade
war between the United States and China. Global growth continues and the US expansion is on its way to becoming
the longest in history.
Cumulative US GDP Growth Post-Recessions

Source: BEA, NBER, ISM, Haver Analytics, Credit Suisse

The performance of stock market indices is quite exceptional as shown in the following graph on the S&P 500
index.
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Source: Datastream, SG Cross Asset Research/Equity Strategy

However, we would like take the current euphoria with a grain of salt. The revision of corporate profits is highly
correlated with economic indicators. And these have been in sharp decline in the last few months in the United
States. Who to believe? Declining economic indicators, or stock market indices that could consider the current
weakness as temporary, and anticipate an upcoming rebound in corporate earnings?

Source: Citi, Bloomberg, IBES, SG Cross Asset Research/US Equity Strategy.

If the market correction at the end of 2018 had been marked by a valuation multiples compression, the rebound
follows the same logic. Earnings growth remains modest (but expanding).
S&P 500 performance decomposition

Source: Datastream, www.econ.yale.edu/~shiller/data.htm, Bloomberg, SG Cross Asset Research/US Equity Strategy
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The example of the EuroStoxx 50 in Europe is striking. The price/earnings ratio eroded slowly through the months
of 2018. Since January 2019, the recovery has been rapid and we are now at pre-crisis levels.
EuroStoxx 50 P/E

EuroStoxx 50 vs. PMI composite

Source: IBES, Datastream, SG Cross Asset Research/Equity Strategy.

As in the United States, manufacturing indicators are down. However, here too, the stock market seems to be
waiting for a healthy rebound.
At this stage, we are maintaining a cautious view. We took profits on fairly valued securities and bonds. We
maintain liquidity and will reinvest the proceeds at more attractive entry points for long-term themes.
An important point to note: During each phase of stock market expansion, volatility indices are compressed. We
have fallen to extremely low points. A reversal of stock market configuration could surprise many investors.
Speculative position on volatility indices and volatility level

Source: Datastream, SG Cross Asset Research/US Equity Strategy.
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Disclaimer:
These documents are intended exclusively for those clients of Weisshorn Asset Management that have signed a management mandate and that have expressed
a desire to receive any such information and documents (such as financial analyses, research papers, reports and market commentaries and/or factsheets).
These documents may not be transferred to third parties. Any information and opinions (including positions) that they contain are merely informative and
may not be regarded as a request, an offer or a recommendation of sale or purchase of transferable securities, or deemed to influence a transaction or establish
any contractual relationship. In particular, the information, documents or opinions (including positioning) featured on this website and relating to services or
products may not constitute or be regarded as an offer or request of sale or purchase of transferable securities or any other financial instrument in any
jurisdiction where such an offer or request is prohibited by law or for which the party that makes an offer or request does not have a license or regulatory
authorisation to that effect or in which any offer or request is in breach of local regulations. Any offer or request prohibited in accordance with the foregoing
shall be deemed to be null and void and Weisshorn Asset Management shall disregard any communication received to this end. Any previous performance may
not be regarded as an indication or guarantee of any current or future performance, and no express or implicit representation or guarantee is made in relation
to future performance. Each client is advised to seek assistance from professionals with a view to assessing opportunities and risks related to any financial
transaction before undertaking any investment or transaction.
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