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Mixed Signals Leading to a 
Continued Lack of Confidence 

 

 

• State Street Investor Confidence Index remains low 

• Debt spreads still wide signaling high level of risk aversion  

• Equity markets are grasping onto any good news and 

trying to overlook the bad to sustain the rally but earnings 

will be key 

 

 
 

 

While April brought about the start of a new quarter it also provided investors with some relief. Having seen almost 
30% wiped off, the equity market rebound that began in March continued through April. Despite some faltering at 
the start of April into negative territory, the main equity markets were up for the month. The Eurostoxx, FTSE 100 
and Japan’s Topix Index were up 4%-5% while the ASX 200 TR Index was up almost 9% and the S&P 500 Index 
up almost 13%. Even emerging markets posted positive returns with the MSCI Emerging Markets Index (in USD) 
up just over 9%. All these markets also saw a sharp decline in implied volatility, a measure of investor sentiment. 
However that alone doesn’t paint the whole picture. While indices like the VIX Index continue to fall, the absolute 
level still reflects the uncertainty and fear that investors have. Having fallen from just 80 to 34 by the end of April, 
it’s easy to forget that it was at 12.5 as we started the year. So still almost 300% higher than at the start of 2020 
and despite positive steps in relation to COVID-19 there are still a number of risks and headwinds. The fall in the 
VIX Index from the highs in the 80’s reflects the repricing of the market and forward looking expectations around 
growth and estimates around the impact on company earnings. It’s also reflecting that equity markets at these levels 
might be enticing some investors back in. However measures like of State Street’s Investor Confidence Index still 
show that investors are hesitant.  
 

Figure 1: State Street Investor Confidence Index  
 

 
 
Source: Bloomberg Finance, L.P. As of 31 March 2020. State Street Confidence Indexes Measures investor confidence or risk appetite quantitatively by analysing the actual buying 
and selling patterns  of institutional investors. The index assigns a precise meaning to changes in investor risk appetite: the greater the percentage allocation to equities, the higher 
risk appetite or confidence. A reading of  100 is neutral; it is the level at which investors are neither increasing nor decreasing their long-term allocations to risky assets. The results 
shown represent current results generated by State Street Investor Confidence Index. The results shown were achieved by means of a mathematical formula in addition to 
transactional market data, and are not indicative of actual future results which could differ substantially.  
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The State Street Investor Confidence Index ended April at 73, having been at almost 80 at the start of the year. A 
reading below 100 indicates that institutional investors as a whole are underweight equities. Now, many of them 
may have been underweight at the start of the year because of concerns around equity valuations or because they 
were building up cash to redeploy to alternatives – an increasing trend across investors. However the index 
continued to fall. The fall might be just a reflection of the market action we have seen, with equity markets down 
close to 30%, it is estimated that this alone caused investors to be between 5-10% underweight equities. More 
interesting though is that the index hasn’t rebounded. Given the quarter end – a lot of institutional investors would 
be rebalancing which would mean buying back equities and quite significantly but the index isn’t showing that. What 
might be holding them back is a lack of conviction. 
 
So what does it mean? Well, most likely, despite markets rebounding, investors are still pretty wary. Yes there are 
some positive signs, flattening of the curve, effective containment, etc.,  but there’s still a lot of unknowns and 
headwinds to overcome. The market is keenly aware of these as reflected the spreads of risky debt, with high yield 
debt spreads in the region of 900 basis points. As often happens, fixed income and equity markets are looking at 
things from different perspectives. Equity markets grasping to any positive and trying to overlook the negatives. 
That has helped equity markets rebound while debt spreads remain wide. However the equity market view might 
be challenged as we get further into earnings season. Although poor earnings are expected, there is little guidance 
available so they could still provide an unexpected surprise relative to expectations. And while equity markets have 
rebounded, on a relative basis they are still risky, investor sentiment despite the rebound is still weak, not as weak 
as a few weeks ago but certainly still at levels where caution is warranted.  

 

Portfolio positioning and performance1 

Global equity markets recovered in April as the heightened fears surrounding COVID-19 abated with the virus’ 
global growth rate declining with some countries managing the spread with a ‘flattening’ of curve indicative that the 
world was starting to gain control. In addition, the clear determination of global governments to support and bolster 
economic growth along with markets increasingly looking through the current economic malaise with expectations 
of a strong rebound in global economic growth being priced in saw a strong recovery in global markets. Within 
growth assets, global equity markets were positive with the US (MSCI US Net total return local) up 13.1%, Europe 
(MSCI Europe Net total return local) up 5.4%, whilst Japan (MSCI Japan Net total return local) was up 4.4%. 
Emerging markets (MSCI EM Index Net total return local) was no exception rebounding strongly up 8.8% 
outperforming Europe and Japan. Australia, as a globally linked economy also posted positive returns with local 
equity markets (S&P/ASX 200 Net total return) up 8.8%. Although global commodities recovered from a USD 
perspective, because of a strong AUD performance, our small exposure detracted from returns. In the fixed income 
space, shorter duration government bond yields were flat but corporate spreads tightened resulting in positive 
returns with our exposure to Australian corporate bonds up 0.9% for the month. Our investments in emerging 
markets bonds was positive for the month in USD terms with yields falling but with a strong AUD our exposure 
detracted from performance. Looking into our average positioning across the portfolio for the month of April, the 
Growth assets allocations have been approximately 14% for the State Street Multi-Asset Builder Fund. Our 
exposure preferences in April was an underweight in global equities relative to fixed income / cash as we maintained 
our de-risking from earlier in the year the portfolio mitigating the negative returns seen in markets year to date. 
Performance wise, we maintained diversified exposures across equities, fixed income and alternatives but with a 
strong AUD during the month, the fund delivered a small negative return in April.  
 
 
 
 
 
 

                                                           
1Bloomberg Finance, L.P. SSGA as at 30 April 2020. Past performance is not a reliable indicator of future performance. This information should not be 
considered a recommendation to buy or sell any security or sector shown. It is not known whether the securities or sectors shown will be profitable in the 
future. Characteristics are as of the date indicated, subject to change, and should not be relied upon as current thereafter. Index returns are unmanaged and 
do not reflect the deduction of any fees or expenses.  Index returns reflect all items of income, gain and loss and the reinvestment of dividends and other 
income.   
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Issued by State Street Global Advisors, Australia Services Limited (AFSL Number 274900, ABN 16 108 671 441) (“SSGA, ASL”). Registered office: Level 14, 
420 George Street, Sydney, NSW 2000, Australia · Telephone: +612 9240-7600 · Web: www.ssga.com. State Street Global Advisors, Australia, Limited (AFSL 
Number 238276, ABN 42 003 914 225) (“SSGA Australia”) is the Investment Manager. 

References to the State Street Multi-Asset Builder Fund ("the Fund") in this communication are references to the managed investment schemes domiciled in 
Australia, promoted by SSGA Australia, in respect of which SSGA, ASL is the Responsible Entity. This general information has been prepared without taking 
into account your individual objectives, financial situation or needs and you should consider whether it is appropriate for you. You should seek professional 
advice and consider the product disclosure document, available at www.ssga.com, before deciding whether to acquire or continue to hold units in the Funds.  

Investing involves risk including the risk of loss of principal. 

Risk associated with equity investing includes stock values which may fluctuate in response to the activities of individual companies and general market and 
economic conditions.  

The views expressed in this material are the views of the SSGA’s Investment Solutions Group through the period ended 30 April 2020 and are subject to 
change based on market and other conditions. All material has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. This 
document contains certain statements that may be deemed forward-looking statements. Please note that any such statements are not guarantees of any future 
performance and actual results or developments may differ materially from those projected. 

Characteristics are as of the date indicated, subject to change, and should not be relied upon as current thereafter. 

Asset Allocation is a method of diversification which positions assets among major investment categories. Asset Allocation may be used in an effort to manage 
risk and enhance returns. It does not, however, guarantee a profit or protect against loss. Investments in issuers in different countries are often denominated 
in different currencies.  

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding taxes, from differences in 
generally accepted accounting principles or from economic or political instability in other nations.                   

Bloomberg Finance L.P. and its affiliates (collectively, “Bloomberg”) do not approve or endorse this material and disclaim all liability for any loss or damage of 
any kind arising out of the use of all or any part of this material. 

Standard & Poor's and S&P are registered trademarks of Standard & Poor's Financial Services LLC ("S&P") and Dow Jones is a registered trademark of Dow 
Jones Trademark Holdings LLC ("Dow Jones") and have been licensed for use by S&P Dow Jones Indices LLC and sublicensed by SSGA. The S&P/ASX 
indices are a product of S&P Dow Jones Indices LLC, and has been licensed by SSGA. The SSGA strategies contained within are not sponsored, endorsed, 
sold or promoted by S&P Dow Jones Indices LLC, Dow Jones, S&P, their respective affiliates, and none of S&P Dow Jones Indices LLC, Dow Jones, S&P, 
nor their respective affiliates make any representation regarding the advisability of investing in such product(s). 

MSCI indices are the exclusive property of MSCI Inc. ("MSCI"). MSCI and the MSCI index names are service mark(s) of MSCI or its affiliates and have been 
licensed for use for certain purposes by State Street Global Advisors ("SSGA"). The financial securities referred to herein are not sponsored, endorsed, or 
promoted by MSCI, and MSCI bears no liability with respect to any such financial securities. No purchaser, seller or holder of this product, or any other person 
or entity, should use or refer to any MSCI trade name, trademark or service mark to sponsor, endorse, market or promote this product without first contacting 
MSCI to determine whether MSCI's permission is required. Under no circumstances may any person or entity claim any affiliation with MSCI without the prior 
written permission of MSCI. 

FTSE® is a trade mark of the Exchange and the FT. Fundamental Index® and RAFI® trade names and patent-pending concept are the exclusive property of 
Research Affiliates®, LLC. Patent pending: US-2005-0171884-A1, US - 2006-0015433-A1, US-2006-0149645-A1, US-2007-00555598- 

The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make no warranties or 
representations of any kind relating to the accuracy, completeness or timeliness of the data and have no liability for damages of any kind relating to the use of 
such data. 

The information provided does not constitute investment advice and it should not be relied on as such. It should not be considered a solicitation to buy or an 
offer to sell a security. It does not take into account any investor's particular investment objectives, strategies, tax status or investment horizon.  You should 
consult your tax and financial advisor. There is no representation or warranty as to the accuracy of the information and State Street shall have no liability for 
decisions based on such information. 

This document may contain certain statements deemed to be forward-looking statements. All statements, other than historical facts, contained within this 
document that address activities, events or developments that SSGA expects, believes or anticipates will or may occur in the future are forward-looking 
statements. These statements are based on certain assumptions and analyses made by SSGA in light of its experience and perception of historical trends, 
current conditions, expected future developments and other factors it believes are appropriate in the circumstances, many of which are detailed herein. Such 
statements are subject to a number of assumptions, risks, uncertainties, many of which are beyond SSGA's control. Please note that any such statements are 
not guarantees of any future performance and that actual results or developments may differ materially from those projected in the forward-looking statements. 

All material has been obtained from sources believed to be reliable. There is no representation or warranty as to the accuracy of the information and State 
Street shall have no liability for decisions based on such information. 

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA Australia’s 
express written consent. 
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