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MARKET COMMENTARY

Global equity markets experienced another challenging month in February. The month began with inflation and the number of interest rate hikes expected from global 
central banks being the primary focus. Developed market equities weakened in the first half of the month following the release of January’s US CPI data. In the 
second half of February, global equity markets came under additional pressure as Russian forces invaded Ukraine, causing a spike in volatility. The uncertainty 
created by the conflict resulted in a flight towards safe-haven assets such as gold and US treasuries. Despite the sharp recovery in developed market bonds towards 
the end of the month, global bonds ended the month lower.

In the US, the year-over-year CPI inflation rate for January rose to 7.5%, marking the fourth straight month in which inflation was above 6%. The main contributors 
over the month were food, shelter and electricity prices. The US Federal Reserve (Fed) released the minutes of their January meeting during the month. Fed officials 
acknowledged that it was time to raise interest rates given the current pace of inflation and the level of employment. The minutes stated that although the Fed 
expects inflation to subside, it would be appropriate for them to remove policy accommodation at a faster pace than anticipated if inflation does not decline as they 
expect.

In Europe, annual inflation increased to 5.1% in January, up from 5.0% in the previous month. Soaring energy prices accounted for more than half of the increase. 
The turmoil in Ukraine threatens to add further inflationary pressures given Europe’s significant reliance on Russian energy – about a quarter of its oil and 40% of its 
natural gas is imported from Russia.  In the UK, GDP data released in February revealed that UK output fell by 0.2% in December as restrictions were reintroduced to 
combat the rise in cases driven by the Omicron variant of the Covid-19 virus. The Bank of England raised interest rates by 25bps in February in an attempt to curb 
rising inflation. 

China’s central bank (The PBoC) did not cut interest rates in February. This is despite cutting in January while signalling that they will be taking a proactive approach 
to monetary policy to boost economic growth. The PBoC is still on a dovish path and stated that they plan on encouraging banks to expand lending. This contrasts 
with developed market central banks who have adopted a tightening stance. 

The majority of developed equity markets ended the month lower as the Russian invasion caused a risk off trade and markets to fall sharply. The MSCI World 
Index fell by -2.5% for the month bringing the year-to-date decline to -7.6%. Emerging markets fell in line with developed markets, with Russia being the main 
detractor – falling over -30% for the month. The MSCI Emerging Markets Index declined by -3% during February, bringing the year-to-date fall to -4.8%. Most of 
the major equity markets ended the month in negative territory – the S&P 500 (-3.0%), Euro STOXX (-4.3%) and Japan’s Nikkei 225 (-1.7%) all delivered negative 
performance for the month, while China’s Shanghai SSE Composite (+3.9%) ended the month higher and the UK’s FTSE 100 (+0.3%) was largely flat.

In terms of the major commodities, Brent Crude Oil (+10.7%) continued its march higher as the combination of geopolitical tensions and rising demand for oil 
drove the price higher. Gold (+6.4%), Platinum (+4.0%) and Copper (+3.7%) also had a strong month.

The US dollar was largely flat against the euro (-0.2%), the pound sterling (-0.0%) and the Japanese yen (-0.0%).

*All data is sourced from Morningstar Direct as at 28/02/2022. The performance of global asset classes is quoted in US dollars.

Returns are quoted in US Dollar. Returns greater than a year have been annualised. Returns prior to launch date are simulated and are based on the underlying funds at the initial weightings. Returns are net of OCF. 
The average weighted Ongoing Charges Figure (OCF) is merely an indication as the underlying fund weightings vary daily and share classes may differ from one platform to another. OCF excludes the Discretionary Management 
fee, Financial Advisor and Platform fees. 
Underlying asset allocations are lagged by one month. Share classes may differ depending on the platform the portfolio is loaded onto. 
Portfolio Size refers to total assets in the portfolio as at the last quarter end.
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