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The phrase “good news is bad news” has 
been used in various contexts over the 
years, but it is often associated with the 
stock market and the economy. The idea is 
that when good news is announced – such 
as strong job growth, robust corporate 
earnings, or a booming economy – it can 
actually be bad news for the market or 
investors, because it may signal that the 
policy-makers will take action – typically by 
raising interest rates - in order to  
prevent inflation.

Following a promising start to the year 
driven by a decline in inflation and 
expectations of less global monetary 
tightening, the bond market saw a decline 
in February. This was due to strong 
economic data that led to a rise in bond 
yields and a drop in equity markets. The 
global aggregate bond index fell by 3.3%, 
reversing much of the gains recorded 
in January. Meanwhile, developed 
market equities saw a 2.4% decline.

The strong economic data led investors 
to re-evaluate their expectations for 
interest rates and the pace of rate cuts, 
as they reassessed the likelihood of a 
recession. Despite positive economic 
news, such as resilient labour market 
data and improvements in the economic 
outlook, equity markets were more 
disappointed by the prospect of interest 
rates remaining higher for longer in 
the face of strong economic data.

The European Central Bank (ECB), 
Bank of England (BOE) and Federal 
Reserve (Fed) all announced rate 
hikes at the start of the month, with 
a message that despite the recent 
decline, inflation remains too high and 
central banks’ job is not done yet.

However, European gas prices declined 
significantly, driving an improvement 
in consumer and business confidence 
and supporting the outperformance of 
European stocks. Meanwhile, China’s 
post-pandemic reopening led to a 
strong rebound in economic activity 
with positive implications for its Asian 
and European trade partners.

UK
• Too soon for doves? 

The falls in UK inflation continued to be 
small and steady, the 10.1% annual rate 
in January being 0.40% lower than the 
December level. The BOE raised rates 
by the expected 50bps to 4.0%. The 
accompanying statement was dovish 
and suggested that inflation had turned 
a corner and perhaps fewer/no more 
rate increases would be needed. GDP 
growth in December was a negative at 
-0.5%. However, some recent data points 
suggest an improving UK economy. The 
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PMI business survey at 53.1 signalled 
a healthy forward-looking picture. The 
Services PMI of 53.5 was particularly 
eye-catching given that this represents 
over 70% of the UK economy. The 
unemployment rate also continued to 
remain grounded at the low rate of 3.7%.

US
• The ebb and flow of data

Markets don’t move in straight lines, 
and neither does economic data. At the 
beginning of the month, the Fed or US 
central bank voted unanimously to raise 
interest rates by 0.25% to 4.75%. Later 
in the month, Fed Chairman Jay Powell 
warned that the disinflation process will 
likely have a long way to go. Further 
rate hikes are likely needed, particularly 
if macro data remains stronger than 
anticipated. Inflation in January 
established this point and shows that even 
though the measure is veering down, there 
will be mixed readings along the way. The 
consumer price index (CPI), which is a way 
of tracking inflation, rose at a year-on-
year rate of 6.4% (headline) and 5.6% (core), 
which was lower than the previous month 
but slightly higher than expectations. 
The CPI data acted as a reminder that 
the road to normal inflation could be 
bumpy. Shelter (housing costs) remained 
the key contributor to CPI. The January 
jobs market report was much stronger 
than expected in terms of seasonally 
adjusted job growth. Retail sales also 
surprised to the upside in January, posting 
an increase of 3.0% month-on-month. 

The real issue here is that the data 
has been better than expected which 
increases the likelihood that interest 
rates will remain higher for longer.

Europe
• Resilient economic data despite 

restrictive policy measures

During February, Europe continued its 
strong performance, with the MSCI Europe 
ex-UK index gaining 1.27%. While the 
inflation rate declined to 8.5%, a fall of 
0.1%, it was still higher than the expected 
8.2%. On the other hand, core inflation 
increased to a new record high of 5.6%, 
up from 5.3% the previous month.

Resilient economic data prompted the 
ECB to raise interest rates by 0.5% to 2.5% 
during the month. The data suggests that 
the central bank has more work to do 
than previously expected, resulting in more 
rate increases and ultimately a higher 
peak. The central bank is expected to raise 
rates by 0.5% at the next two meetings 
and perhaps end with a 0.25% increase in 
June. Previously, it was expected that there 
would be a single 0.5% increase in March, 
followed by a 0.25% increase in May.

Japan

• Inflation flying high

Inflation reached 4.2% in January, 
which although low relative to global 
markets is a 41-year high for the country, 
and well above the 2% target level. At 
present the central bank believes that 
the price increases have not led to a 
sustainable rise in wages and therefore 
loose monetary policy was still needed. 
With Bank of Japan Governor Kuroda 
set to stand down in April, we now 
wait to see the direction of monetary 
policy under his successor, who looks 
set to be economist Kazuo Ueda.
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Asia and Emerging Markets
• Green shoots sprouting?

Markets across Asia and Emerging 
Markets disappointed in February, 
pushed down by escalating geopolitical 
tensions. There are still positive 
signs, with inflation continuing to fall 
across the region and typically faster 
than most Western counterparts. 

China’s PMI data for January showed a 
sharp rebound, and given the significant 
savings accumulated during the covid 
lockdowns, consumption and recovery 
look set to continue. Central bank 
support is also likely to continue. 

Fixed Income
• Higher for longer

The New Year enthusiasm for bonds was 
somewhat tempered in early February, as 
a round of central bank interest rate hikes 
was followed by an exceptionally strong 
US non-farm payroll number. Further 
robust economic data took bond yields 
higher over the course of the month, as 
market participants re-priced the future 
path of interest rates. At these higher yield 
levels, bonds now offer the potential for 
some modest capital appreciation, along 
with the ability to fulfil their traditional role 
in a diversified portfolio, as recent high 
correlations between asset classes decline.
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February 2023 Performance
1 Month - GBP
Time Period: 01/02/2023 to 28/02/2023

Currency: Pound Sterling
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FTSE 100 TR GBP 1.8% TOPIX TR JPY -2.0% MSCI AC Asia Pac Ex JPN NR USD -5.2%

S&P 500 TR USD -0.8% MSCI Europe Ex UK NR EUR 0.8% SSE Composite PR CNY -0.3%

MSCI ACWI NR USD -1.2% FTSE WGBI USD -1.7% MSCI EM NR USD -4.9%

Source: Morningstar Direct
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12 Month Performance
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1 Year - GBP
Time Period: 01/03/2022 to 28/02/2023

Currency: Pound Sterling
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3 Months - GBP
Time Period: 01/12/2022 to 28/02/2023

Currency: Pound Sterling
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Market Round Up

Performance of major markets February 2023 3 Months to 28th  
February 2023

12 Months to 28th 
February 2023

Sterling 
Terms

Local 
Currency

Sterling 
Terms

Local 
Currency

Sterling 
Terms

Local 
Currency

UK (FTSE 100) +1.76% +1.76% +4.60% +4.60% +9.60% +9.60%

US (S&P 500) -0.79% -2.44% -3.88% -2.28% +2.30% -7.69%

Europe (MSCI Europe Ex UK) +0.79% +1.51% +6.76% +5.37% +9.27% +4.43%

Asia (MSCI Asia Pac Ex Japan) -5.19% -6.76% -0.86% +0.78% -2.42% -11.95%

Japan (TOPIX TR JPY) -2.00% +0.95% +1.37% +0.60% +1.69% +8.52%

China (SSE Composite) -0.26% +0.74% +5.38% +4.07% -4.53% -5.28%

Emerging Markets (MSCI EM) -4.90% -6.48% -2.14% -0.52% -6.11% -15.28%

All World (MSCI ACWI) -1.23% -2.87% -1.63% -0.00% +1.67% -8.26%

World Govt Bonds (FTSE WGBI) -1.70% -3.33% -2.05% -0.42% -6.71% -15.82%

Source: Morningstar Direct

Risk Warnings
The following is a summary only of some key items in the Prospectus. 
Capital is at risk. Investors in Protected Cell Company (PCC) must have the financial expertise and willingness 
to accept the risks inherent in this investment. 
Past performance is not a reliable indicator of current or future performance and should not be the sole 
factor considered when selecting funds. 
The Master funds will be exposed to stock markets. Stock market prices can move irrationally and be affected 
unpredictably by diverse factors, including political and economic events. 
It should be appreciated that the value of Shares is not guaranteed and may go down as well as up and 
that investors may not receive, on redemption of their Shares, the amount that they originally invested. 
Investment in the Company should only be undertaken as part of a diversified investment portfolio. 
Investment in the Shares should be viewed as a medium to long term investment. 
Shares may not be redeemed otherwise than on any Dealing Day. 
There will not be any secondary market in the shares of the Company. 
Regulatory Information
This material is for distribution to professional clients only and should not be distributed to or  
relied upon by any other persons. The Cells referred to are a cell of Marlborough International Fund PCC 
Limited (the ‘Company’), a protected cell company incorporated in Guernsey and authorised as a Class B 
Collective Investment Scheme under the terms of the Protection of Investors (Bailiwick of Guernsey) law, 1987, 
as amended. Investment may only be made on the basis of the current Prospectus, this can be found on the 
website www.marlboroughinternational.gg. Marlborough International Management Limited is incorporated 
in Guernsey. Registration No. 27895. Regulated by the Guernsey Financial Services Commission. It is not 
protected by any investor compensation scheme. 
Licensed under The Protection of Investors (Bailiwick of Guernsey) Law 1987. Guernsey Office:  
PO Box 146, Level 2, Park Place, Park Street, St. Peter Port, Guernsey, GY1 3HZ. Tel: +44(0)1204 589336.

Marlborough International Management Limited, PO Box 146, Level 2,  
Park Place, Park Street, St. Peter Port, Guernsey, GY1 3HZ

Investor Support: +44 (0)1204 589 336

Email: enquiries@marlboroughgroup.com

Website: www.marlboroughinternational.gg

Administrator: EPIC Fund Services (Guernsey) Limited, Suites 7 & 8, Fourth Floor,

Windsor House, Le Pollet, St Peter Port, Guernsey, GY1 1WF
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