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Macroeconomic developments  

Resilient economic data in February continued to 

suggest that a recession may not be imminent and, 

thus, hopes for a proximate pause in interest rate 

increases may still be premature. The soft-landing 

narrative has now been replaced by “the postponed 

soft landing” one. The Federal Reserve (Fed), the 

European Central Bank (ECB) and the Bank of 

England (BOE) were all in line with expectations and 

raised rates in the month. Overall, policymakers stuck 

to their scripts that inflation remains too elevated and 

that their job is not yet done. 

 

US headline inflation accelerated on a monthly basis in 

January and climbed 0.5% MoM after a 0.1% increase 

in December. Core inflation advanced remained 

steady compared to the previous month and climbed 

0.4% MoM, with shelter costs contributing the most to 

the increase. Moreover, January’s non-farm payrolls 

report came in much stronger than expected, coming 

in at 517,000 new jobs, doubling the consensus 

estimate1. The Fed raised its key rate by 25bp to 

4.75%, slowing the pace of the hikes from the previous 

one, but this meeting minutes pointed at a general 

consensus that rates may need to rise further than 

initially thought.  

 

Eurozone headline inflation again fell on a YoY basis 

in January, to 8.5%, as energy prices continued to fall, 

but the monthly decline lost strength and was cut in 

half. Additionally, core inflation ticked up 0.1 

percentage points to 5.3%, with services accounting 

for most of the increase. Consumer confidence 

rebounded from its very low levels, and the preliminary 

composite PMI for February rose to 52.3, up from 50.3, 

reflecting the strongest expansion in business activity 

since May 2021. The ECB raised its key rates by 50bp, 

taking the main refinancing rate to 3.0%, and President 

Lagarde explicitly expressed the intention to increase 

rates by another 50bps in March.  

 

UK headline consumer inflation, while still very 

elevated at 10.1% YoY, showed encouraging signs at 

the core level. The core figure declined to 5.8% YoY 

from 6.3% but, even more important, it fell 0.9% MoM 

 
1 Statistical issues should explain this huge number of job 

creations 

versus the 0.6% monthly increase the month before2. 

Overall, the UK economy has been holding up much 

better than everyone had expected, with 

unemployment rate stable at 3.7%, a significant 

improvement in the composite PMI and an increase in 

consumer confidence. The BOE raised rates by 50bp, 

taking the base rate to 4.0%, but the tone of the policy 

statement was rather dovish as it asserted that 

inflation had reached an inflection point. 

 

Japan headline inflation increased to 4.3% YoY in 

January, the highest level in the last 40 years, and 

advanced 0.5% MoM versus a 0.2% monthly increase 

in December. Core inflation at 1.9% YoY is also 

approaching multidecade high levels. To cope with this 

situation, both the Japanese government and BOJ are 

encouraging companies to raise wages at the annual 

wage negotiation period in March. Moreover, Kazuo 

Ueda, the nominee to be the new BOJ Governor, 

surprised markets after a testimony to the Diet in which 

he seemed to favour the loose monetary policies of the 

previous administration.  

 

Lastly, while China’s reopening has so far proven to be 
uneven with foreign travel remaining depressed, hard 
data is also raising the prospects for a better-than-
expected recovery. The official manufacturing PMI 
increased to 52.6 in February from January’s 50.1, 
marking the highest reading since April 2021. Similarly, 
the official services PMI edged higher to 56.3 from 
54.4. Noteworthy was that China’s top 100 developers 
new home sales rose by 14.9% YoY following a 19-
month slump, marking the first yearly growth since July 
2021. 

 

Market reaction  

Following the strong start of the year witnessed in 

January, both global equity and global fixed income 

markets posted negative performance in February. 

The MSCI World lost 2.4% as resilient economic data 

made investors reassess their expectations for 

terminal interest rates as well as the pace of rate cuts. 

On a similar manner, the MSCI Emerging Markets also 

suffered, losing 6.5%, from stronger-than expected 

macroeconomic data as well as from a re-escalation in 

US-China tensions and the strengthening of the US 

dollar. Among the major regions, the IBEX35 and the 

 
2 Such volatility in price data leads to remain cautious 

regarding these early signals 
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FTSE MIB led the way, increasing 4.0% and 3.3%, 

respectively. The STOXX600 increased 1.9% in local 

terms and the TOPIX increased 0.9% in local terms, 

while the S&P500 the and the Hang Seng both lagged, 

declining 2.5% and 9.4%, respectively.  

 

Despite the generalized increase in yields, global 

growth stocks again outperformed value stocks, 

however, they both still posted negative returns for the 

month, declining 1.9% and 2.9%, respectively. On a 

global sectoral basis, information technology (+0.0%), 

industrials (-0.7%) and financials (-1.9%) were monthly 

top performers while real estate (-5.6%), materials (-

5.4%) and energy (-4.6%) the monthly worst 

performers.  
 

Global yields moved higher on the back of the resilient 
economic data that was released throughout the 
month. Markets’ anticipation for a slower pace of 
tightening from central banks was challenged and 
investors had to reassess terminal rates as well as the 
pace of subsequent rate cuts. The US 10-year yields 
rose 38bp to 3.92%, with the 2-year rising 58bp to 
4.82%. The German 10-year yield increased 33bp to 

2.65%, OATs 33 bp to 3.12%, BTPs 28bp to 4.48% 
and JGBs stayed at 0.5% (the top of the range of the 
yield curve control policy). 
 
Noteworthy was the sharp repricing in UK gilts, 
especially 2-year ones, that took place in the last 
sessions of the month. The 10-year gilt increased 49bp 
to 3.83% while 2-year lost increased just 22bp to 
3.69%, after giving up 35bp in the last days. Also 
noteworthy again was the narrowing in the BTP-Bund 
spread, which tightened 5bp to 183bp.  
 
While riskier bonds performed poorly in February, they 
managed to outperform government bonds. The best 
performers were within the high yield space, where the 
EU and US returned 0.2% and -1.3%, respectively. EU 
investment grade and EM corporate followed, 
returning, -1.4% and -1.6%, respectively.  
 
The US dollar rebounded and appreciated against 
most G-10 peers, gaining 2.6% against the Euro, 2.4% 
against the Pound, 2.8% against the Franc, 4.7% 
against the Yen, 2.7% against the Yuan and 3.2% 
against the Real.  

 

 

Cross Asset Performance in February – USD 

Past performance information presented is not indicative of future performance 
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Sector Performance in February – USD 

Past performance information presented is not indicative of future performance 
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