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• Led by developed ex-US markets, global equities registered a 1.3% gain in April. 

Bonds also posted gains, pushing the 60/40 portfolio’s year-to-date return to 6%  

• Despite broad market gains, buying behavior was cautious.  ETFs had just $29 

billion of inflows in April, 34% below their historical 5-year average of $44 billion. 

• Equities’ meager $15 billion of inflows in April (44% below 5-year averages) was the 

source of weakness. US exposures led geographies with $12.5 billion, and are now 

finally positive this year. Yet, non-US funds’ $5 billion in April pushed year-to-date 

totals to a geographical-leading $35 billion.  

• Bond ETFs had $13 billion of inflows in April (in line with 5-year averages), led by 

Aggregate (+$5 billion) and a major bounce back from high yield ETFs — a segment 

with $5 billion (sixth most-ever) of inflows last month, but outflows year to date.   

 Flash Thoughts 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Water one inch beneath the surface is just as transparent as water 30,000 feet below 

the surface.  But at greater depths, more particles and less light make the water appear 

cloudy or murky. 

I think of today’s narrow market leadership, negative US earnings growth alongside 

stretched valuations, recessionary fears, and evolving monetary policy as the particles 

clouding investors’ vision as we get deeper into 2023.   

Given the murky fundamental and uneven economic cross-currents, the Federal 

Reserve (Fed) will likely hike for the last time in 2023 at the May meeting. Analysts 

expect rate cuts in the second half of the year.1  

Fundamentals offer limited clarity too.  US earnings growth has been negative for the 

last two quarters.2 A third consecutive negative quarter is forecast when Q2 results are 

released this summer.3 And so far this earnings season, while firms have surpassed 

lowered expectations (results are coming in +6.9% expectations) the magnitude of 

surprises has been by less than usual (5-year average of +8.4% upside surprise over 

expectations).4  

Forward-looking revisions continue to remain skewed to the downside as well. Analysts 

lowered 2023 earnings by -0.8% in April .5 While these revisions were at a slower pace 

than in prior months this year (-3% a month), they lowered the full-year projection to just 

a +1% growth rate.6 This full-year growth figure is much lower than the projections for 

non-US markets (+4%), a rate that has been revised upward all year. 

Despite these risks, markets have rallied to start the year. Unfortunately, US leadership 

has been confined to handful of stocks. This is evidenced by the market cap weighted 



 

 
 

 S&P 500 Index outperforming its equal weighted version by 7% over the past three 

months, a lever that is in the 99th percentile over the past 30 years.8  

More unfortunately, as a result of higher prices and lower earnings, the multiple 

investors are now paying for this weak future US growth has also increased. The price-

to-next-twelve-month earnings ratio for the S&P 500 Index now resides above its 

historical 30-year median (19.03 versus 17.85).9  

The opposite is true for non-US markets.  While developed ex-US stocks have 

witnessed an increase in earnings estimates for 2023 expectations, they continue to 

have their price-to-earnings multiples trade below historical averages – despite double-

digit gains. In fact, Europe continues to trade at a larger discount to the US than normal 

(29% versus 16%),10 even though it is outperforming the US by 10% this year.11 

Meanwhile, US recessionary risks remain, as the labor market has started to show 

some cracks with jobless claims ticking higher. And while a recession hasn’t been 

officially called, current trends align with past recessionary periods. The US Leading 

Economic Indicator (LEI) year-over-year percentage change is negative, and it has 

been negative and declining for nine consecutive months.12  

While the current change is -7.8%, which is not as weak as historical cycle troughs, only 

2009 and 1975 saw double-digit consecutive months of negative, declining year-over-

year changes.13 Another month of this current trend and 2023 will be added to the list.  

Irrespective of prior recessionary periods or if the National Bureau of Economic 

Research (NBER) ever defines this cycle as a recession, economic activity indicators 

reflect stark and noteworthy sub-par growth.   

Other macro factors are also clouding the outlook. We are likely to witness one of the 

most contentious debt ceiling debates ever.14 The banking crisis continues to create 

headlines as well as calls for tighter regulation. And Fed policy actions and conflicting 

expectations for what is to come have pushed realized volatility for the Bloomberg US 

Aggregate Bond Index into the 98th historical percentile.15 

Unfortunately, investors don’t have sonar to navigate murky waters and decipher what  

Fed policy will be or if US earnings have reached a bottom. Therefore, to position for 

whatever comes next, limit portfolio risks on the hunt for yield with active core strategies 

and specific short-duration exposures.  Additionally, moving up in quality in the US while 

targeting more attractively priced international markets may limit any potential 

fundamental volatility.  

 

 

 

 

 

 

 

https://www.ssga.com/us/en/institutional/etfs/insights/small-cracks-in-us-labor-market
https://www.ssga.com/us/en/institutional/etfs/insights/how-etfs-are-passing-the-banking-crisis-test-to-provide-value
https://www.ssga.com/us/en/institutional/etfs/insights/bond-compass
https://www.ssga.com/us/en/institutional/etfs/insights/the-case-for-international-equities-in-3-charts


 

 
 

The Big Flow 
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Figure 1 

April Flows Versus 

Historical Flows  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Despite the broad market gains, buying behavior has been restrained. In April, total 

ETF flows were just $29 billion. This is 34% below the historical 5-year average as 

well as below the 5-year April average of $32 billion.  

The weakness stems from a lack of equity buying, as shown below. Equity fund 

inflows were 44% below their historical average. Meanwhile, fixed income flows were 

1% above their typical rate.   

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Past performance is not a 

reliable indicator of future performance. 
 

Full-year figures reveal a similar pattern, as bond inflows (+$66 billion) continue to 

outpace equity inflows (+$45 billion). The low equity inflows stem from limited interest 

in US equities.  

The $12.5 billion of inflows in April just turned year-to-date figures for US equity funds  

positive. And those April flows were still 40% below their historical 5-year average. 

But the inflows to US equity ETFs were greater than those for funds focused on 

international markets in April.  

Non-US equity funds took in $5 billion in April. This could indicate a change in buying 

behavior, as international exposures have posted 290% more inflows than US funds 

($35 billion versus $12 billion) so far this year. However, accounting for size of market 

and the $5 billion of flows for non-US in April equates to a 0.5% start-of-month asset 

increase, compared to 0.3% for US funds.  

Within international exposures there continues to be a preference for developed ex-

US as well as European regional allocations. The latter saw $1 billion of inflows and 

now has over $10 billion on the year. Meanwhile, developed ex-US funds took in $2.4 

billion in April, pushing their year-to-date total to over $15 billion, a 3.2% increase to 

start-of-year assets. In fact, international developed ex-US funds have had inflows for 

34 consecutive months – tying the prior record from 2015 to 2018. 
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Both of international markets absolute and relative flow metrics are above what US 

funds have witnessed this year, as more constructive valuations and stronger 

earnings sentiment have driven this relative positioning trend.  

Sector outflows this year have weighed on US total flow figures. However, sectors  

bounced back in April, taking in $787 million — their first month with inflows since 

November 2022. While this appears to indicate renewed risk taking, defensive 

allocations drove April’s positive sector flows.  

Defensives (led by Consumer Staples) took in $1.3 billion while cyclical sectors lost 

$600 million. Financials took in in $1.7 billion as investors sought to position around 

supportive earnings from large banks amid ongoing industry turmoil.  

The defensive preference and move up in quality within sectors was also evident 

within factor flows. Dividend equities took in $483 million, their 30th consecutive month 

with inflows. Quality funds added $2.4 billion, their second-most ever and pushed 

year-to-date figures to over $11 billion — the most of any factor type. Low Volatility 

funds also had inflows, taking in $663 million.  

Risk-on high beta stocks were not in favor as  Momentum and Size factor funds  

posted outflows last month. But the high-growth Thematic ETF category had $1.3 

billion of inflows in April, the first inflow in more than a year. But diving deeper, those 

flows were driven by Sustainable Environment funds, with one fund in that category 

receiving 96% of the  inflows. All other thematic categories posted net outflows of 

$800 million.  

The elevated bond positioning reinforces this cautious buying behavior. However, 

bond investors did express some courage on the month. High yield ETFs took in $5.2 

billion, their sixth-most ever for a month and a reversal of high yield’s outflows in three 

out of the four prior months. Year-to-date flows into high yield remain negative.  

Broad-based Aggregate funds also drove bond flows, taking in $5.6 billion. 

Meanwhile, government funds, led by long duration exposures, had over $1.6 billion 

of inflows as investors continued to position defensively.  

Gold-related exposures had nearly $1 billion of inflows in April, alongside building 

technical strength as the yellow metal broke through the $2,000/oz price barrier 

during the month.16 Gold’s fourth month of inflows in the last five added to a year-to-

date total of more than $1.5 billion.  

From a strategy perspective and beyond macro level exposure details, active funds 

continued to be source of strength — taking in $6 billion in April and pushing their 

assets to nearly $400 billion for the first time ever. Active equity funds were again the 

primary source of inflows. Those funds took in $5.9 billion in a record-setting 41st 

consecutive month with inflows.  

 

 

 



 

 
 

Bonds Favored 

 

 

 

 

 

 

Figure 2 

Asset Class Flows 

 

 

 

 

 

 

 

 

 

Figure 3 

Rolling Three-Month 

Equity minus Bond 

Flows                    

($ Billions) 

 

 

 

 

 

 

 
While equity funds had more inflows than bond funds in April, bonds are still favored 

on a year-to-date basis as well as over the prior three months.  

Relative positioning also points to a preference for fixed income, as bond funds $13 

billion of inflows in April equates to 1% of start-of-month assets, compared to 0.3%  

for equity funds. The same trend holds year to date, as shown below. 

While gold-related exposures had inflows, the commodity category was dragged 

down by outflows in both broad-based commodity funds as well as specific energy 

allocations.  

In Millions ($) April Year to Date 
Trailing 3 

Mth 
Trailing 12 

Mth 
Year to Date 
 (% of AUM) 

 

Equity 15,634 45,477 21,865 327,855 0.90%  

Fixed Income 13,336 66,493 43,224 233,856 5.12%  

Commodity 292 1,319 115 -23,236 1.00%  

Specialty 214 -172 -147 721 -3.42%  

Mixed Allocation -138 -2,105 -840 -992 -10.86%  

Alternative 47 152 -17 1,944 2.66%  

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Top two/bottom two 

categories per period are highlighted. Past performance is not a reliable indicator of future performance.  

 

The sizable inflows into bond funds and lackluster flows into equities have pushed the 

rolling three-month differential to extremes. In fact, it is in the lowest fifth percentile 

over the past 15 years, as shown below. This reflects investors’ preference for fixed 

income exposures amid elevated yields and a murky macro outlook.  

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Past performance is not a 

reliable indicator of future performance. 
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Focused Overseas 

 

 
Figure 4 

Geographic Flows 

 
Global funds had outflows last month as investors continued to take a more precise 

view on implementing international allocations. While developed ex-US funds led all 

non-US exposures last month, emerging markets (EM) garnered nearly $1 billion of 

inflows. But the strong regional flows dominated by European exposures and the 

$500 million into Japan equity funds illustrate a preference for developed markets. 

In Millions ($) April Year to Date 
Trailing 3 

Mth 
Trailing 12 

Mth 
Year to Date 
 (% of AUM)  

U.S. 12,516 12,378 8,955 241,366 0.31%  

Global -1,848 -2,542 -3,285 1,161 -0.99%  

International-
Developed 

2,477 15,023 10,413 60,578 3.20%  

International-Emerging 
Markets 

789 7,216 1,955 18,356 3.38%  

International-Region 1,146 10,415 4,673 2,634 19.28%  

International-Single 
Country 

188 2,240 -1,746 3,283 2.45%  

Currency Hedged 218 367 566 -68 2.69%  

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Top two/bottom two 

categories per period are highlighted. Past performance is not a reliable indicator of future performance. 
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Figure 5 

Sector Flows 

 

 

 

 

 

 

 

 

 

 
Sector funds had inflows in April for the first time all this year. Financials and 

Consumer Staples witnessed the largest inflows, with the latter pushing the defensive 

sector category to over $1 billion on the month.  

Financials and Consumer Discretionary funds were the only two cyclical sectors with 

inflows in April. Strong earnings results drove interest in Consumer Discretionary as 

the sector witnessed the largest increase in earnings out of any sector since the start 

of reporting season. Additionally, the sector is expected to post the largest year-over-

year growth rate (+48%).17  

Depth, however, is a concern as the growth is concentrated among the largest firms 

as well as only a few sub-industries. Only three out of the nine sub-industries within 

the sector are expected have positive year-over-year growth.  

In Millions ($) April Year to Date Trailing 3 Mth 
Trailing 12 

Mth 
Year to Date 
 (% of AUM)  

Technology -868 -1,023 -1,001 136 -0.69%  

Financial 1,727 3,011 3,398 -7,190 4.85%  

Health Care -318 -4,511 -3,430 2,208 -4.34%  

Consumer 
Discretionary 

298 1,404 1,256 -1,881 6.13%  

Consumer Staples 1,360 1,010 1,111 4,115 3.21%  

Energy -1,207 -6,637 -6,375 -12,323 -7.66%  

Materials -354 722 -734 -3,337 1.97%  

Industrials -207 616 703 -2,465 1.83%  

Real Estate -874 -2,970 -2,524 -4,860 -4.24%  

Utilities 282 41 -76 2,123 0.16%  

Communications 948 1,277 1,129 921 11.08%  

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Top two/bottom two 

categories per period are highlighted. Past performance is not a reliable indicator of future performance. 
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Bonds  

 

Figure 6 

Fixed Income Flows  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 7 

Rolling Three-month 

High Yield ETF Flows   

($ Billions) 

 

 

 

 

 

 

 

 

 

 

 

 

 
Broad-based aggregate bond funds took in $5.6 billion and defensively biased 

mortgage-backed funds took in $540 million. Government funds added $1.6 billion, 

meanwhile high yield ETFs took in $5.2 billion.  

In Millions ($) April Year to Date 
Trailing 3 

Mth 
Trailing 12 

Mth 
Year to Date 
 (% of AUM) 

 

Aggregate 5,603 22,960 17,185 55,444 5.57%  

Government 1,636 45,817 40,071 142,435 16.37%  

Short Term 990 27,625 28,273 83,798 16.78%  

Intermediate -1,843 6,888 4,354 26,931 8.75%  

Long Term (>10 yr) 2,489 11,304 7,444 31,706 24.89%  

Inflation Protected -633 -6,279 -4,774 -15,988 -8.06%  

Mortgage Backed 540 3,533 2,264 6,962 7.23%  

IG Corporate 250 5,451 -2,865 22,228 2.40%  

High Yield Corp. 5,291 -3,271 -4,592 7,871 -4.96%  

Bank Loans -428 -1,779 -2,114 -7,848 -13.34%  

EM Bond 334 694 -2,016 752 2.60%  

Preferred 193 92 61 -2,275 0.28%  

Convertible -134 -1,598 -689 -934 -25.80%  

Municipal 583 194 97 23,936 0.18%  

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Top two/bottom two 

categories per period are highlighted. Past performance is not a reliable indicator of future performance. 

 

The $5 billion into high yield ETFs reversed the recent downward trend, as the rolling 

three-month flows for high yield ETFs broke through the bottom 10th percentile in 

March. Now, the level has risen to the 13th percentile. Low, but improving.  

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Past performance is not a 

reliable indicator of future performance. 
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Large and In 

Charge 

 

Figure 8 

US Style Flows 

 

 

 
US large-cap funds made up 91% of all style exposure fund flows in April. Given the 

size of the market (50% of all assets), this is not big surprise. Mid caps beat small 

caps and growth outpaced value last month.  The opposite is true on a year-to-date 

basis, as well as over the prior three month flow trends. 

In Millions ($) April Year to Date Trailing 3 Mth 
Trailing 12 

Mth 
Year to Date 
 (% of AUM)  

Broad Market -0.17 6,850 4,321 63,107 1.31%  

Large-Cap 10,752 8,484 5,712 166,311 0.65%  

Mid-Cap 377 1,132 1,336 17,421 0.42%  

Small-Cap 115 1,546 1,865 13,440 0.51%  

Growth 682 -2,217 4,269 29,088 -0.48%  

Value -109 8,098 2,718 82,747 1.14%  

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Top two/bottom two 

categories per period are highlighted. Past performance is not a reliable indicator of future performance. 

Active Still on a 

Roll 

 

 

 

 

Figure 9 

US Strategy Flows  

 

 
Active funds took in $6 billion in April — and have now taken in more than $100 billion 

over the past 12 months. The strength of inflows was driven by active equity. April’s  

$5.9 billion ranks in the 91st percentile all-time. Beneath the surface, the inflows were 

driven by derivative income, options trading vehicles, and quant US equity funds.  

Smart beta flows were positive for the 27th month in a row, thanks to the persistent 

Dividend equity inflows and sizeable flows into Quality funds that offset the outflows 

from Size, Momentum, and Value.  

In Millions ($) April Year to Date Trailing 3 Mth 
Trailing 12 

Mth 
Year to Date 
 (% of AUM)  

Active 6,337 34,140 24,935 110,404 9.65%  

Equity 5,921 29,033 21,856 98,086 15.11%  

Fixed Income 598 5,639 4,000 11,860 4.03%  

Other -181 -532 -921 458 -2.48%  

Smart Beta 2,579 9,371 4,045 66,196 1.39%  

Dividend 483 2,089 -2,001 44,644 0.57%  

Growth 70 947 580 2,279 11.14%  

Low Volatility 663 -6,346 -4,014 4,594 -9.17%  

Momentum -478 -1,715 -2,045 -118 -9.00%  

Multi-Factor 587 1,710 1,233 1,785 3.08%  

Quality 2,464 11,917 10,857 10,583 27.10%  

Size -391 981 -449 2,489 2.65%  

Value -867 -75 -27 1,348 -0.11%  

Fixed Income 48 -137 -88 -1,409 -1.35%  

Sector Smart 
Beta 

-166 -116 -163 -1,135 -0.61%  

ESG -499 -5,295 -4,442 -6,885 -5.33%  

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Top two/bottom two 

categories per period are highlighted. Past performance is not a reliable indicator of future performance. 
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Figure 10 

Thematic Flows 

 
Thematic ETFs posted inflows in April, breaking the stretch of 11 consecutive months 

of outflows. But these flows were heavily concentrated within Sustainable 

Environment funds, with one fund driving 96% of those flows.  

Without those flows, Thematics had net outflows of over $800 million. In fact, only one 

other sector (Robotics & AI) had inflows during the month. As a result, beneath the 

surface trends indicate a lack of depth even though headline flows were positive.   

In Millions ($) April Year to Date 
Trailing 3 

Mth 
Trailing 12 

Mth 
Year to Date 
 (% of AUM) 

 

NextGen Trends  1,326  -60  631  -4,929 -0.1% 
 

Advanced Health Care -66 -48 -33 -67 -1.2%  

Broad Innovation -405 -2 -167  264  0.0%  

Enhanced Connectivity & 
Exponential Processing 

Power  

-27 -119 -99 -632 -9.1%  

Enterprise Collaboration & 
Cloud Computing 

-207 -493 -341 -1,418 -11.9%  

FinTech -16 -133 -94 -470 -7.3%  

Future Security -48 -450 -196 -1,178 -6.2%  

Future Tech & 
Communications 

-38 -184 -148 -663 -6.0%  

New Consumer -15 -29 -29 -431 -3.5%  

Robotics & AI  42   231   220  -325 5.8%  

Smart Cities -1 -168 -74 -419 -8.8%  

Smart Transportation -16 -72 -49 -264 -5.0%  

Space Exploration -6 -20 -12 -72 -6.1%  

Sustainable Environment  2,130   1,427   1,653   745  5.4%  

Source: Bloomberg Finance, L.P., State Street Global Advisors, as of April 30, 2023. Top two/bottom two 

categories per period are highlighted. Past performance is not a reliable indicator of future performance. 
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Definitions  
 

S&P 500® Index is a market-capitalization-weighted stock market index that measures the stock performance of 

the 500 largest publicly traded companies in the United States. 

MSCI ACWI Index is a market-capitalization-weighted stock market index that measures the stock performance of 

the companies in developed and emerging markets.  

Smart Beta is a term for rules-based investment strategies that don’t use conventional market-cap weightings.  

Bloomberg US Aggregate Index is a flagship measure of US investment grade debt from a multitude local 

currency markets. This benchmark includes treasury, government-related, corporate and securitized fixed-rate 

bonds. 
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ETFs trade like stocks, are subject to investment risk, fluctuate in market value and may trade at prices above or below the ETFs’ net asset value. 
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Past performance is no guarantee of future results.  
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or legislation. No investment advice, tax advice, or legal advice is provided herein.  
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