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Stocks and bonds both produced negative returns 

over the month of February as investors reassess 

their expectations for both the peak in interest rates 

and the subsequent pace of rate cuts. News 

headlines are dominated by improving but still high 

inflation rates, the possibility of a recession, the on-

going Ukraine-Russia war, and continued interest 

rate increases. 

In the US, inflation is moderating but remains well 

above the Federal Reserve’s target range. Lower 

energy costs, easing supply chain issues and 

goods disinflation have driven the decline in 

headline CPI. However, services continued to 

place upward pressure on the headline rate. The 

January labour market report continued to stand 

strong in terms of job growth. Retail sales also 

surprised to the upside. The resilient economic 

data had a large impact on expectations for the 

timing and extent of future Fed rate hikes. With 

economic data indicating that a recession may not 

be imminent, bond yields moved higher. Equity 

markets declined at the prospect of less monetary 

easing in the near future, producing negative 

returns over February.

Within the Eurozone, headline inflation decreased 

while the core inflation remained steady. Market 

analysts anticipate further interest rates increases. 

The drop in energy prices persisted throughout the 

month, yielding favourable outcomes for 

households and businesses. Consumer confidence 

has rebounded from its exceptionally low point in 

late 2022, potentially indicating an increase in 

spending in the upcoming months. Additionally, 

certain energy-intensive manufacturing sectors are 

recommencing production that had been halted 

during the height of the energy crisis. With risks of 

a deep recession decreasing significantly, Europe 

has been among the best performing equity 

markets.

The European Central Bank (ECB), Bank of 

England (BoE) and Federal Reserve all announced 

rate hikes at the start of the month, in line with 

expectations. The Federal Reserve raised interest 

rates by 25 basis points, which was a decrease 

from the 50 basis points hike in December. 

Meanwhile, ECB and BoE continued to raise 

interest rates significantly during their February 

meetings, resulting in benchmark interest rates for 

both being at their highest levels since 2008.

China’s economic reopening is a material change 

and provides a positive potential growth upside. 

February Purchasing Manager Index (PMI) and 

monthly corporate new loans both rebounded 

significantly. Mobility and manufacturing production 

also show rapidly recovering economic activity. 

However, consumer sentiment is subdued, and the 

weakened property sector is yet to respond to the 

large, targeted stimulus. China’s reopening is likely 

to lift the trade outlook for its regional partners in 

Asia. 

Japan is on a modest recovery path, with energy 

and policy measures supporting higher inflation 

and wages.

Australian stocks and bonds both finished the 

month with negative returns. Miners continued to 

dominate the top performers among individual 

stocks. AUD/USD depreciated sharply over 

February, driven by a succession of upside US 

economic data surprises, repricing of Fed policy 

expectations and a related USD strength alongside 

deterioration in risk sentiment indicators. 

Australia’s property market downturn stalled in 

February with home prices up nationally amid 

skyrocketing interest rates and continuous price 

falls over the past year, producing mild negative 

return for listed property and positive return for 

infrastructure for the month.
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Details of the indices are in the table on the next page
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Asset class yields relative to history
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Asset class long-term returns
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Asset class long-term returns
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