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Market Review  

 
Global equities recorded a strong gain in March. This was despite an increase in worldwide cases of Covid-19. 
In the US, the $1.9 billion American Rescue Plan was approved by Congress. Meanwhile, vaccine roll out 
continued apace. As a result, expectations for higher growth and inflation led to a further pickup in Treasury 
bond yields. Emerging market equities lost value, with the combination of rising bond yields, a stronger US 
dollar, and the reintroduction of mobility restrictions in certain countries weighing on risk appetite. The MSCI 
Emerging Markets Index decreased in value and underperformed the MSCI World.  
 
Turkey, where the lira sold off after President Erdogan unexpectedly replaced the central bank governor, was 
the weakest index market. Peru, where uncertainty increased ahead of April’s presidential election, and Egypt 
underperformed by a wide margin. China recorded a negative return as rising expectations for policy 
normalisation, regulatory uncertainty for certain industries, and ongoing geopolitical concerns dampened 
sentiment. Indonesia lagged, with commodities price weakness and concerns over rising global bond yields 
weighing on sentiment. The Philippines, Colombia, Argentina and the emerging European markets of Poland 
and Hungary all recorded negative returns, as daily new cases of Covid-19 accelerated.   
 
By contrast, Saudi Arabia posted a strong gain and was the best-performing index market, with banking 
stocks leading the market higher. This was despite a fall in crude oil prices over the month. Chile and the 
UAE, which continued to make strong progress with vaccination programmes, outperformed. Chilean 
equities shrugged off the reintroduction of lockdown restrictions after daily new cases accelerated, 
apparently due to the combination of the economic reopening and summer holidays. Mexico and South 
Africa, where daily new cases of coronavirus continued to recede, also posted solid gains. Russia, where the 
central bank hiked its policy rate by 25 bps to 4.5% in response to rising inflation, and Brazil, where rates 
were increased by 75bps to 2.75%, both outperformed. In Brazil, this was despite an increase in political 
uncertainty as former president, Luiz Inácio Lula da Silva, had his convictions for corruption preliminarily 
quashed by a supreme court justice.  The decision opens the door to his participation in next year’s 
presidential election.        
 
Performance  

 
1 Month 
 
The fund outperformed the index during the month of March (+103bps). Country allocation was negative (-
35bps) and stock selection was positive (+135bps), leaving a residual of +3bps. 
 
The overweight positions to Brazil (-36bps) and Turkey (-19bps), both of which underperformed, along with the 
zero-weight position to Saudi Arabia (-35bps) which outperformed, all detracted from relative returns. This was 
somewhat offset by the overweight positions to South Africa (+14bps) and Taiwan (+10bps), both of which 
outperformed, along with the zero-weight position to Malaysia (+13bps) which underperformed, contributed 
positively to relative returns. 
 
Stock selection was positive in Taiwan (+38bps) (o/w Hon Hai and ASE), Korea (+23bps) (o/w Naver and Hyundai 
Mobis), Russia (+22bps) (o/w Novatek and Rosneft Oil), Mexico (+14bps) (o/w Ternium and Cemex) and China 
(+14bps) (u/w Pinduoduo; o/w Tencent). 
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Strategy  

 
The key changes to our market allocation targets in March were as follows. We increased the magnitude of the 
overweight to South Korea, which was a move to actual weight. The market is anticipating an earnings upcycle 
but the economy is relatively highly exposed to global growth. We also increased the size of the Russia and 
South Africa overweights, with the latter a move to actual weight. In Russia, geopolitical risks are ongoing, but 
valuations are cheap, the commodity price recovery is supportive, and we have identified attractive stock 
opportunities. In South Africa, major reform is still needed. However, the fiscal outcome was better than 
expected and valuations are reasonable. These moves were funded by reducing the magnitude of the Taiwan 
overweight, where we took some profit. 5G and other tech cycles are structurally supportive but IT stocks have 
been performing well. We also trimmed the size of the Brazil overweight and took the UAE to neutral from 
slightly overweight; both were moves to actual weight. We also reinvested some cash. The balance in the 
changes is attributable to a decrease in the index weights of countries where we have no exposure. 
 
 
 
 
 
 
 
 
 
 
 
Important Information  
Opinions, estimates and projections in this article constitute the current judgement of the author(s) as at the date 
of this article.  They do not necessarily reflect the opinions of Schroder Investment Management Australia Limited, 
ABN 22 000 443 274, AFS Licence 226473 ("Schroders") or any member of the Schroders Group and are subject to 
change without notice. 
 
In preparing this article, we have relied upon and assumed, without independent verification, the accuracy and 
completeness of all information available from public sources or which was otherwise reviewed by us. 
 
Schroders does not give any warranty as to the accuracy, reliability or completeness of information which is 
contained in this article. Except insofar as liability under any statute cannot be excluded, Schroders and its 
directors, employees, consultants or any company in the Schroders Group do not accept any liability (whether 
arising in contract, in tort or negligence or otherwise) for any error or omission in this article or for any resulting 
loss or damage (whether direct, indirect, consequential or otherwise) suffered by the recipient of this article or any 
other person. 
 
This article does not contain, and should not be relied on as containing any investment, accounting, legal or tax 
advice. Before making any decision relating to a Schroders fund, you should obtain and read a copy of the relevant 
disclosure document for that fund to consider the appropriateness of the fund to your objectives, financial 
situation and needs. 
 
You should note that past performance is not a reliable indicator of future performance. 
 
Schroders may record and monitor telephone calls for security, training and compliance purposes. 


