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In March, global stocks and bonds both produced 

positive returns. The collapse of Silicon Valley 

Bank (SVB) and broader concerns around the 

financial sector initially caused a sell-off in equities. 

In addition, market pricing reacted with an 

expectation of lower future interest rates, with a fall 

in bond yields producing positive return for bonds. 

The fall in bond yields supported the valuations of 

equities, countering the loss in bank shares, 

generating a positive return overall for global 

stocks. 

In the US, consumer sentiment remains weak, and 

spending growth has slowed as households draw 

down on their savings. The collapse of SVB and 

broader concerns around the financial sector hit 

bank shares hard, but the joint actions of the US 

Treasury and Federal Reserve to protect 

depositors provided support to markets. In 

combination with the fall in bond yields this led to a 

rally in stocks, producing particularly large positive 

returns for US Technology stocks.

Within the Euro zone, economic activity has been 

less negative than previously forecast. The 

Purchasing Managers' Index (PMI) services 

sectors survey was positive although the 

manufacturing sector survey continued to struggle. 

Consumer sentiment remains weak but has 

stopped deteriorating and in some cases there is a 

small improvement. Business confidence in Europe 

has experienced a big improvement. On the 

inflation front, even though headline CPI has 

declined, core inflation that excludes food and 

energy remains elevated. The European banking 

sector saw stresses at Credit Suisse, leading to its 

takeover by UBS in a deal supported by the Swiss 

National Bank. Despite the banking sector turmoil, 

European stocks and the Euro saw moderate gains 

in March, given the improved economic outlook. 

Inflation is generally moderating but is still above 

central banks’ target ranges. The decline in 

inflation is driven by lower energy costs, easing 

supply chain issues, and goods disinflation, but the 

current main driver of inflation, shelter costs, 

remains high. Central banks have continued to 

tighten monetary policy in response to high 

inflation. In light of the slowing inflation data and 

the upheaval involving SVB, the Federal Reserve 

increased the interest rate by a modest 25 basis 

points (bps) in March. The Bank of England (BoE) 

also implemented a 25bps hike to its policy rate 

while keeping the possibility of further tightening on 

the table. Meanwhile, as economic growth proved 

more positive than anticipated and core inflation 

remained persistently high, the European Central 

Bank (ECB) raised its deposit rate by 50bps in 

March.

Following China’s abrupt exit from its COVID 

policies, economic activity appears to be 

recovering rapidly, supporting the outperformance 

of EM equities. Business surveys have also been 

consistent with a recovery. Both services and 

manufacturing PMIs are back in expansionary 

territory. Among other factors, high-frequency data 

suggests early signs of stabilising in property 

demand with a meaningful jump in the property 

price data. However, household mortgage 

borrowing is still in contraction despite low rates, 

and although prices and sales may be turning, they 

are still weak. The current policy environment 

largely maintains its pro-growth stance from last 

year, but uncertainty lies ahead as to whether new 

significant stimulus measures will be seen.

The Australian stock market ended March slightly 

lower than where it started. Although no major 

negative issues directly impacted Australian Banks 

in the month, performance was negatively 

impacted by the overall negative sentiment to the 

Financials sector. While, the Resources sector 

produced strong positive returns in March, even 

though Energy continued to have falling prices.

The AUD depreciated against major currencies, 

given general increased risk concerns globally, 

linked to the stresses in the banking sector. 

Listed property produced losses in March, as even 

though bond yields fell, emerging stresses in 

commercial property and tightening lending 

conditions weighed on performance. However, 

Australian residential property prices have gone up 

nationally for first time in 11 months in March. Tight 

rental market, the return of overseas migrants and 

a shortage of new homes listed on the market are 

the factors offsetting the downward pressure of 

higher interest rates.
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Details of the indices are in the table on the next page
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Asset class long-term returns
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