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US economy remained on solid footing. While some of the ongoing strength may be 

attributed to seasonal factors, consumer confidence rose to the highest level since 2022 

despite higher rates. Job reports also showed a resilient labour market, with more new job 

openings and a steady low unemployment rate. Higher-than-expected consumer prices and 

producer prices signaled healthy end-user demands and sticky costs of services. Latest 

corporate earnings reports again saw overall resilience in profit margins on the back of solid 

revenue growth and better cost control measures. Against such economic backdrop, the Fed 

reiterated patience in rate cuts and its data-dependent approach. 

 

 

 

 

 

The European Commission downgraded its growth forecast to 0.9% for the EU and 0.8% for 

the Euro area. Private-sector activity in the euro area contracted for an eighth month in 

January. Germany’s January PMI data remain bleak. The European Commission highlights 

a gradual resurgence is on the horizon for the latter half of 2024, bolstered by diminishing 

inflationary pressures, an expected increase in real wages, and a robust labour market 

stimulating consumer spending. With respect to economic sentiment, the latest consumer 

confidence index came in at -15.5 in February from -16.1 the previous month. Latest 

Eurozone Manufacturing arrived at 46.1 in February, down from 46.6 in the previous month. 
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In UK, economic growth momentum further strengthened with composite PMI index further 

increased to 53.3 in February from 52.9 in January. Meanwhile, consumer sentiment also 

remained resilient in January with gross retail sales and retail sales (ex. auto fuel) growth 

both increased sharply by 3.4% and 3.2% respectively on month to month basis. However, 

the pace of disinflation slowed down with headline inflation and core inflation rates remained 

unchanged at 4.0% and 5.1% respectively in January, which prompted the Bank of England 

(“BoE”) to keep policy rate unchanged at 5.25% for the fourth consecutive meetings in 

Feburary. Looking ahead, the progress of disinflation and growth momentum should be the 

important indicators to gauge the health of domestic economy. 

 

 

 

  

Japan’s preliminary fourth quarter GDP dropped unexpectedly. Private consumption and 

business spending were weaker than expected as prolonged inflation had eroded 

purchasing power, while exports remained supportive. The unclear outlook and taming 

inflation have lessened the urgency of a rate hike, leading to continuous Yen depreciation. 

With real wages declining, the on-going yearly wage negotiation would be closely monitored 

by BoJ for gauging the timing of policy move. Yet, Ueda also claimed that financial conditions 

in Japan would remain accommodative even after the end of the negative interest rate. 

Meanwhile, Kishida’s inadequate effort in handling the funding scandal has further impacted 

the Cabinet’s popularity. 
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Economic momentum remained resilient in Asia. Overall export growth maintained a solid 

pace, supported by continued pickup in semiconductor shipment. Data from China was 

mixed as holiday statistics showed some improvement in aggregate consumption while 

property sector remained a weak link in the economy. Inflation decelerated further largely on 

favorable base effect and benign core inflation. Most regional central banks stood pat with 

the exception of PBOC who cut RRR and lowered benchmark rate against the backdrop of 

broad deflationary pressures and persistent property downturn. 

 

 

 

  

In Australia, latest macro data suggested that labour market conditions continued to soften 

and consumer spending remained subdued amid high inflation and interest rates. 

Unemployment rate came in higher than market expectations and rose to a two-year high in 

January. Underemployment also drifted higher, coinciding with the slide in the number of 

hours worked. The weak employment data indicated that tightness in labour market 

continued to fade. Retail sales increased less than consensus estimate in January and sales 

in discretionary categories failed to recover from the fall in December. Trade balance 

narrowed in December as key metal ores and coal exports dropped during the month, while 

imports surged amid increased holiday demand for consumer goods. Looking ahead, labour 

market condition and consumer sentiment should be monitored closely to assess the 

strength of economy. 
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The Chinese New Year (CNY) holiday tourism traffics and revenue improved year over year 

although per head spending remained below the pre-pandemic level. Online booking for 

long-haul trips during the CNY reported strong growth particularly for major tourist attractions. 

Movie box office revenue during CNY also reached a record high. January money and credit 

data reported accelerated growth for household medium-to-long term loans, which are 

mostly mortgages. On February 20th, PBOC cut 5-year LPR by 25bp, which is the reference 

rate for mortgages. The National Bureau of Statistics' 70-city primary market house price 

reported a sequential fall of around 3% month over month in January and the decline was 

most significant in lower tier cities. In early February, 30-city new home transaction volume 

declined by 33.7% yoy. China's headline CPI deflation widened to -0.8% year over year in 

January as food prices deflation deepened with weaker services inflation partly due to later 

than last year CNY holiday. The NBS manufacturing PMI edged down to 49.1 in February 

from 49.2 in January, driven by more than usual employees returning home during off-

season. The NBS non-manufacturing PMI increased to 51.4 in February from 50.7 in January, 

driven by service sectors such as catering and transportation. 

 

 

 

 

  

Unemployment rate remained at a low level for the three months ended January. Hong Kong 

retail sales continued to rise for the 13th consecutive month in December, benefiting from 

the ongoing improvement in tourism. Additionally, rising household income and the 

government's efforts to promote mega events are expected to provide support to retail 

businesses. Hong Kong’s official home price index extended the loss in January, while rental 
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level saw a mild decline. During the month, Financial Secretary delivered the 2024/25 Hong 

Kong budget and proposed the immediate removal of all demand-side management 

measures for residential properties, including Buyer's Stamp Duty, New Residential Stamp 

Duty and Special Stamp Duty, which had been in place for over a decade. 
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U.S. Treasury market sold off in February. Investors trimmed rate-cut expectations amid 

stronger macro data flows, along with the Federal Reserve (Fed) officials calling for patience 

in order to gain greater confidence over inflation to sustainably return towards target before 

cutting interest rates. The surprisingly strong payrolls report for January reinforced views 

that labor market in the U.S. has stayed resilient, despite the weaker-than-expected retail 

sales in January, which was partly due to seasonality factors. Meanwhile, the two key 

inflation gauges remained of market focus, with CPI coming in hotter than expected just as 

the Fed’s preferred measure PCE which grew at the fastest pace in recent months. To close 

the month, yield on the 10-year benchmark U.S. Treasury note increased by 22 basis points 

to 4.25%, while that of the 2-year tenor surged by 28 basis points to 4.62%, resulting in a 

slightly more inverted yield curve. 

 

 

 

 

  

Yields spiked across core European bond markets in February. Easing concerns over an 

imminent recession in Eurozone, where growth momentum further improved in February, 

with Composite PMI rising from 47.9 to 48.9 supported by better services activities, was also 

seen the trigger for higher bond yields in Eurozone. This came despite further moderating 

inflationary pressure, with headline CPI declining to 2.8% in January, from 2.9% in December, 

while core inflation cooled to 3.3%, from 3.4%. To end the month, yield on the 10-year 

benchmark German Bunds surged by 24 basis points to 2.41%, while that of the 2-year tenor 

increased by 48 basis points to 2.90%, resulting into a more inverted yield curve. Meanwhile, 

yield on the 10-year benchmark Italian government bond rose by 12 basis points to 3.84%. 
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The U.K. gilts market posted losses in February. Growth momentum further strengthened, 

with Composite PMI jumped to 53.3 in February, from 52.9 in January. This, alongside a 

slowdown in pace of disinflation, with both headline and core inflation remaining unchanged 

at 4.0% and 5.1% respectively in January, tempered market expectations that the Bank of 

England (BoE) would cut interest rates soon. Yield on the 10-year benchmark U.K. gilts was 

seen higher by 33 basis points to end the month at 4.12%. Likewise, the 2-year bond yield 

increased by 6 basis points to 4.30%, resulting in a less inverted yield curve. 

 

 

 

  

Japanese Government Bond (JGB) yield curve twist flattened in February. Bond weakness 

was predominant in the front end, as comments by the Bank of Japan (BoJ) officials, led by 

Governor Ueda, fueled expectations over an end to the Negative Interest Rate policy (NIRP) 

soon, while investors continued to scrutinize developments of the latest round of Spring 

wage negotiations, where more labor unions were reportedly gunning for big pay deals, and 

this is widely seen as the key for future policy direction. Meanwhile, bonds in the longer 

maturities fared better, amid a lack of consensus over further policy actions thereafter. The 

surprise contraction in the fourth-quarter GDP putting Japan in a technical recession casted 

doubts over whether the BoJ could further retreat from its ultra-easy policy over the medium 

term. To end the month, yield on the 5-year benchmark JGB increased by 6 basis points to 

0.36%, while that of the 30-year tenor decreased by 9 basis points to 1.75 %, resulting in a 

flattened yield curve.  
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Australian Government Bond (ACGB) market weakened in February. The Reserve Bank of 

Australia (RBA) held the cash rate at 4.35% at its February meeting, and retained a 

tightening bias, commenting that “further increase in interest rates cannot be ruled out”. 

Meanwhile, headline inflation steadied at 3.4% in January, the lowest since November 2021. 

This, together with the slight improvement from labor market data, with employment 

increasing by 0.5k in February, prompted investors to trim rate-cut expectations. To close 

the month, yield on the 3-year ACGB rose by 13 basis points to 3.7%, while that of the 10-

year tenor was seen higher by 12 basis points to 4.13%. 

 

 

 

 

  

Offshore Renminbi (CNH) bond market performed steadily in February. The longer-than-

usual Chinese New Year (CNY) holiday saw a surge in both domestic travel volume and 

tourism revenue. Adding to it was the January reading on total social financing (TSF), which 

beat market expectations, supported by robust bank loans and corporate bond issuance. In 

the property sector, despite further weakening of property transactions during CNY holidays, 

banks reportedly began to extend loans to developers under the new "project whitelist" 

mechanism. Investors generally interpreted this as the signal from policymakers to support 

growth and to reflate the Chinese economy. Markit iBoxx China Offshore Bond Index 

(investment grade overall) posted a mild gain of 0.38% in local currency terms for the month. 
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Hong Kong dollar (HKD) bond market further weakened in February. Bond yields generally 

increased, following trend of its U.S. counterparts. Yield on the 10-year benchmark 

government bond increased by 28 basis points to end the month at 3.79%, while that of the 

2-year tenor surged by 26 basis points to 3.65%. Meanwhile, front-end liquidity condition 

improved somewhat. Overnight interbank rate (known as HIBORs) decreased by 16 basis 

points to 4.97%, while rates of the longer tenors remained by and large steady. 

  



 

12 
 

 

 

  

US equities hit all-time highs and notched another monthly gain. Market sentiment was 

buoyed by big tech rallies while solid sets of economic data further supported a US soft-

landing scenario. Despite Fed officials’ pushbacks on early rate cuts that triggered a jump in 

US Treasury yields, optimism on corporate profits outlook outweighed fears over a slower 

monetary easing path. Defying concerns about richer valuations, megacaps continued to 

power gains this month, outperforming small caps and defensive sectors. In the near term, 

equities volatility may return as investors continue to grapple upon shifting Fed expectations, 

geopolitical tensions, and upcoming US election. 

 

 

 

 

  

Netherlands equities added value while Finland equities subtracted value among the 

European markets. Regarding sector-wise performance in HKD terms, investments in 

Consumer Discretionary added value while Real Estate detracted value during the period. 

 

 

 

  

UK equity market recorded small loss in February as upbeat economic data plus sticky 

inflation pressure prompted expectations for rate-cuts this year to pare back. Meanwhile, 

Industrial and Technology sectors managed to record positive return and outperformed other 

sectors. In contrast, Utilities and Basic Materials sectors recorded weak performance and 
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lagged behind other sectors. Going forward, progress of disinflation and monetary policy 

stance would remain the key risks to UK equity market. 

 

 

  

Japan equity market rose again in February after its consolidation towards end of last month. 

All indices continued to move up and Nikkei broke the all-time-high at one point during the 

month. Information Technology contributed the most thanks to semiconductor related names 

while Utilities underperformed other sectors. Most corporate profits were better than 

expectations and elevated higher in the latest earnings announcement. Moving ahead, BoJ’s 

policy changes and forthcoming economic data, geopolitical matters from overseas and 

inflows from foreigners would likely be the major focus for Japan equities in the near term. 

 

 

 

  

Asia equities recovered its January losses during the month. Markets headed for a muted 

start as hopes ebbed for a swift Fed pivot toward policy easing. Chinese markets had a 

positive start after holidays boosted by the encouraging Chinese New Year consumer 

spending data, more efforts to support the property market and new measures to stabilize 

the stock market. Sentiment also improved as Tech shares followed the lead of their large 

US counterparts on strong AI investment theme. Looking ahead, Fed's rate cutting cycle, 

alongside the tech cycle upswing, and buildup in China policy support should provide a more 

supportive backdrop for Asia equities. 
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Australian equity market rose last month as gains in financial sector offset the sell-off of 

mining stocks. Insurance companies outperformed the broader market as major players 

reported expanding profit margins in their recent earnings results. Information Technology 

sector also performed well as the news of takeover bid for a local software company 

bolstered investors’ sentiment. Meanwhile, mining stocks declined during the month as iron 

ore prices retreated amid worries over the recovery of property sector and weak 

manufacturing data in China. Going forward, growth prospect of China’s economy would be 

the key risk to Australian equities. 

 

 

 

  

In February, China equity market staged a solid rebound after Chinese New Year (CNY) on 

proactive regulatory actions to boost stock market confidence, better than expected CNY 

spending data and expectations for more policy support in the upcoming two sessions. The 

top leadership emphasized on the development of new productive force and acceleration of 

the replacement for equipment and durable goods, which could lead to further fiscal support. 

The new CSRC Chief was appointed and a series of actions were launched to boost market 

confidence, such as tightened rules on IPO qualifications, high frequency trading etc. CNY 

holiday recorded strong tourist spending data though per capita spending number still below 

2019 level. The official NBS 70-city property prices dropped sequentially again in January. 

The PBoC cut 5-year loan prime rate (LPR) from 4.20% to 3.95%, while leaving 1-year LPR 

unchanged. The NBS manufacturing PMI edged down to 49.1 in February (vs 49.2 in 

January), mostly due to CNY holiday seasonality. In February, mainland indices advanced 

with Shanghai Composite, Shenzhen Composite and CSI 300 up by 8.1%, 10.5% and 9.4% 
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respectively. Meanwhile, Hang Seng China Enterprise Index and Tech Index advanced by 

9.3% and 14.2% respectively. Sector wise, Information Technology, Consumer Discretionary 

and Health Care outperformed while Real Estate, Utilities and Communication Services 

underperformed. 

 

 

 

 

  

Hang Seng Index closed markedly higher in February as market sentiment improved. 

Investors welcomed the PBoC’s decision to step up property-supportive measures and make 

the largest-ever 5-year LPR cut. Additionally, stronger-than-expected Lunar New Year 

holiday travel and consumption data also provided support to the equity market. The 

Commerce & Industry Sub-index outperformed, thanks to the encouraging Lunar New Year 

consumer spending data. The Finance sub-index underperformed, dragged by Large-cap 

International bank stock. 
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The U.S. Dollar (USD) further strengthened in February. This came amid stronger data flows, 

on top of the Federal Reserve (Fed) officials calling for patience in order to gain greater 

confidence over inflation to sustainably return towards target before cutting interest rates. 

Risk sentiment was on the back foot with this backdrop, dampening performance of 

commodity currencies, such as the Australian Dollar (AUD), the Canadian Dollar (CAD) and 

the Norwegian Krone (NOK), all of which depreciated over 1% against the greenback during 

the month. Meanwhile, hotter-than-expected inflation data in Sweden supported the Swedish 

Krona (SEK) to be the only currency among G10 peers to appreciate over the month. 

 

 

 

  

The Euro (EUR) was little changed against the greenback in February. Stronger than 

expected growth data prompted investors to roll back rate-cut expectations. Narrowing 

interest rate differentials between Europe and the U.S., on top of the more balanced 

expectations among investors towards the European Central Bank’s (ECB) policy, supported 

EUR despite broad-based strength of the greenback. The currency was seen range-trading, 

before closing marginally lower by 0.12% to 1.0805 against USD at the end of the month. 
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The British Pound (GBP) showed weakness in February. Improving growth indicators, 

alongside with higher than expected inflation data in U.S., prompted GBP to depreciate 

against the greenback by 0.5% to 1.2625 at the end of month. 

 

 

  

Japanese Yen (JPY) further weakened in February. Stronger-than-expected economic data 

in the U.S. prompted investors to pare back rate-cut expectations. Widened yield differentials 

between Japan and its global peers was seen as the major reason behind a weaker JPY. 

This came despite the upbeat comments by the Bank of Japan (BoJ) officials, led by 

Governor Ueda, fueling hopes for an end to the Negative Interest Rate policy (NIRP) soon. 

JPY depreciated by another 2% against the greenback to close the month at 149.98/USD. 

 

 

 

  

The Chinese Renminbi strengthened on a trade-weighted currency basis, with the CFETS 

RMB Index gaining 0.6% in February. On top of the PBoC delivering a larger-than-expected 

25bps asymmetric rate cut in 5yr LPR, there were reportedly more policy supports for China 

stock markets, including measures to limit quant funds and TRS related selling. All of these 

helped support performance of RMB on a basket basis. However, the Chinese Renminbi 

was on the back foot against the greenback, with onshore Renminbi (CNY) and offshore 

Renminbi (CNH) posting a monthly loss of 0.27% and 0.29%, respectively. 
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Important Information 

 

Investment involves risks and is subject to market fluctuations and inherent risks. Investment in emerging 

markets involves special risks and considerations. Investors could face no returns and/or suffer significant 

loss related to the investments. Past performance is not indicative of future performance. 

 

The information contained herein is based on sources believed to be reliable and has not been 

independently verified. BOCI-Prudential Asset Management Limited makes no representation, warranty or 

undertaking, whether express or implied, in relation to the information, opinions or projections have been 

based, and will not be responsible for damages arising out of any person’s reliance upon this document. 

Information, opinions and projections in this document reflect a judgment at its original date of publication 

and are subject to change without notice. 

 

The information, opinions and projections contained herein are for reference only. The manager’s comment 

above solely reflects the opinion, view and interpretation of the fund managers as of the date of issuance 

of this document. Investors should not solely rely on such information, opinions and projections to make 

any investment decision. Investors should seek independent financial and professional advice as 

appropriate before making any investment decision. This document should not be reproduced or further 

distributed to any person or entities, whether in whole or in part, for any purposes. 

 

This document does not constitute any distribution, or any recommendation, offer, invitation or solicitation 

to buy or sell any investment. 

 

This document is issued by BOCI-Prudential Asset Management Limited and has not been reviewed by 

the SFC. 


