
 

 

 

 

 

Economic and market overview 
− Investors scrutinised comments from central banks, trying to 

work out when interest rates might be lowered in key regions. 
− The ‘last mile’ of the inflation journey is proving challenging and 

frustrating for central bank policymakers. While inflation has 
fallen sharply from Covid-related highs, pricing pressures 
persist and are preventing official inflation from falling back to 
target levels. In turn, it remains uncertain whether borrowing 
costs will be lowered this year and, if so, by how much. 

− Equity markets shrugged these concerns aside, rising to fresh 
record highs in several regions.  

− In Australia, the S&P/ASX 200 Index returned 3.3% and most 
other major markets enjoyed similarly strong gains.  

− Fixed income registered positive returns too, particularly 
corporate bond markets where prospective yields over and 
above those available on comparable government bonds 
continued to appeal to investors.  

− The ‘risk on’ rally extended to cryptocurrency markets. Bitcoin 
rose above the US$70,000 level for the first time, buoyed by 
record inflows. 
 

− US: Headline inflation the US quickened in February, to an 
annual rate of 3.2% from 3.1% in January. Although the 
increase was only modest, it was unsettling to see any 
acceleration at all. 

− Against this background, Federal Reserve Board members 
poured cold water on expectations for imminent interest rate 
cuts, suggesting that sticky inflation and the resilience of 
economic data means it is sensible to persevere with current 
policy settings for now.  

− The latest manufacturing data also strengthened, again 
suggesting it could be imprudent to ease policy settings while 
economic activity levels are so buoyant.   

− On the labour market front, a further 275,000 new jobs were 
created in February. This suggests US firms remain confident in 
the outlook for activity levels and profitability.  

− Although the anticipated timing of the first rate cut has been 
pushed back, investors are still expecting the Federal Funds 
rate to be lowered three times in the remainder of this year. 

− In other news, Donald Trump won the leadership contest of the 
Republican Party and will run against President Biden in 
November’s repeat of the 2020 election. Persistently high 
inflation and elevated borrowing costs will undoubtedly be 
unwelcome for Biden as he seeks a second term in office.  

 
− Australia: The Reserve Bank of Australia left interest rates on 

hold at 4.35%, but suggested borrowing costs are unlikely to rise 
any further in this cycle. References to possible additional rate 
hikes were removed from the statement that accompanied the 
formal interest rate announcement.  

− Officials seem confident that inflation will fall back within the 2% 
to 3% target range in 2025, but are understandably hesitant to 
suggest borrowing costs could be lowered in the near term. At 
month end, investors were still expecting two rate cuts this year. 

− The latest labour market indicators were surprisingly strong. 
More than 116,000 new jobs were created in February and the 
unemployment rate fell to 3.7%. The possibility of wage growth 
remaining elevated – feeding through to inflation – likely remains 
a key concern among Reserve Bank of Australia policymakers.  

− New Zealand: The Reserve Bank of New Zealand did not meet 
in March and so other economic news dominated attention.  

− The latest GDP data showed the economy slipped into 
recession in the second half of 2023. GDP fell 0.1% in the fourth 
quarter, following a 0.3% contraction in Q3.  

− Higher borrowing costs appear to be hindering activity levels, 
underlining the desire for lower borrowing costs. Like elsewhere, 
however, officials remain concerned about persistently high 
inflation and the risk of cutting interest rates too soon.  

− Policymakers have highlighted record immigration numbers and 
outlined the impact this could have on pricing pressures. As a 
result, the central bank has suggested interest rates are unlikely 
to be lowered this year. Time will tell whether the unexpectedly 
poor economic data will prompt a change in this guidance.  

− Investors seem to think so, as three rate cuts are currently 
priced into forecasts before the end of this year.   
 

− Europe: Interest rates were lowered by 0.25% in Switzerland – 
the first G10 country to ease borrowing costs in this cycle. The 
Swiss National Bank also lowered its inflation forecast.  

− Inflationary forces appear stronger elsewhere in Europe. 
Headline inflation in the Eurozone was 2.6% year-on-year in 
February – above consensus forecasts – and the ‘core’ measure 
held above 3%.  

− Economic indicators continue to worsen, particularly in 
Germany. Business sentiment fell further, consistent with data 
that showed a slowdown in overall growth. Manufacturing data 
also remains weak, suggesting Europe’s largest economy might 
have remained in recession in the first quarter of 2024.  

− An anticipated interest rate cut in the middle of the year will start 
to appear less likely unless pricing pressures moderate and 
inflation falls towards the European Central Bank’s 2% target.  

− Headline inflation in the UK fell to its lowest level in almost two 
and a half years, although Bank of England officials indicated it 
is still too early to lower official interest rates.  

− Consensus forecasts still suggest borrowing costs in the UK will 
be cut three times later in the year. 

 
− Asia: The economic outlook in China brightened, following 

news that export orders rose for the first time in a year. 
Moreover, Chinese exports topped all estimates in the first two 
months of 2024 in US dollar terms. Imports also exceeded 
expectations, suggesting authorities’ efforts to stimulate 
domestic demand could be bearing fruit.  

− Separately and according to the latest data, industrial 
production in China rose 7% in the first two months of the year; 
ahead of expectations.  

− Chinese authorities reiterated their annual growth target of 5% 
for the world’s second-largest economy.  

− Elsewhere, the Bank of Japan finally abolished its negative 
interest rate policy, lifting official borrowing costs above zero for 
the first time in eight years.  

− Previously announced GDP growth figures were revised 
upwards, although the Japanese economy remains fragile and 
policy settings appear likely to remain accommodative. Officials 
remain keen to keep interest rates low to encourage borrowing 
and, in turn, support activity levels.  

− Expectations that rates will remain very low hindered the yen, 
which fell to its lowest level against the US dollar since 1990.  
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Australian dollar  
− The AUD was little changed against a trade weighted basket of 

international currencies, appreciating by 0.4% against the US 
dollar for example.  

− The AUD performed more strongly against the Japanese yen, 
closing the month up 1.2% to ¥98.59. This reflected broad-
based weakness in the yen, rather than strength in the AUD.  

 
Australian equities 
− Australian shares fared particularly well in March on the back of 

rising commodity prices, lower bond yields, and hopes for 
interest rate cuts both domestically and offshore.  

− The S&P/ASX 200 Index ended the month 2.6% higher, and 
was up 3.3% on a total return basis including dividends.  

− Energy stocks tracked the stronger oil price, with news that 
OPEC+ members will extend voluntary production cuts.  

− Gold prices rose above US$2,000/oz for the first time ever, 
which supported returns from selected miners and gold-related 
stocks in the Materials sector.  

− Major banks Commonwealth Bank of Australia, ANZ Group and 
National Australia Bank performed strongly, contributing around 
0.5% alone to the S&P/ASX 200 Index return. Less positively, 
Westpac shares declined over the month and the stock was a 
key detractor. 

− Stocks in the Communication Services sector tended to 
struggle. Spark New Zealand, REA Group and Seek were 
among the worst performers, each closing the month between 
4% and 8% lower.  

− The Consumer Discretionary sector also underperformed the 
broader market, reflecting subdued performances from Collins 
Foods and Aristocrat Leisure. Negative contributions from these 
stocks more than offset stronger performance from Webjet, 
which added more than 25% following a positive investor day. 

− Small caps performed even better than their larger cap peers, 
with the S&P/ASX Small Ordinaries Index adding 4.8%.  

− Mesoblast was among the best performers, rallying 88.1% after 
the small biotech company received positive feedback from the 
US regulator regarding clinical data for its latest drug. 

 
Global equities 
− Several major share markets worldwide rose to fresh record 

highs in March, as investors maintained a healthy risk appetite.  
− The MSCI World Index added more than 3% in AUD terms, led 

by further solid gains among US shares, in particular.  
− The S&P 500 Index closed the month 3.2% higher, buoyed by 

generally favourable economic indicators and expectations that 
US listed firms will continue to generate solid earnings. 

− That said, the latest funds flow data suggested investors might 
be starting to lock in recent gains from technology stocks, in 
particular. These outflows were insufficient to dampen the rally 
in tech names, however, and the NASDAQ closed the month 
1.8% higher.  

− Apple was a notable underperformer, with the shares down 
more than 5%. The company was hit with a €1.8 billion fine in 
Europe for anti-competitive behaviour and it was revealed that 
iPhone sales in China were down nearly 25% in the first six 
weeks of 2024. Thankfully other large tech stocks including 
artificial intelligence company Nvidia and Alphabet (owner of the 
Google search engine) picked up the slack and enabled the 
NASDAQ to maintain its recent strong run.  

− European stocks added more than 4% overall. With a return of 
more than 10% Spanish stocks were the standout performers, 
although all major markets in the region enjoyed solid gains.  

− In Asia, the latest funds flow data suggested outflows from 
Chinese equities might have paused, following a subdued start 
to the year for the CSI 300 Index. This helped share markets in 

China and Hong Kong to arrest recent weakness and register 
modest gains over the month.  

− Elsewhere in the region, Japan’s Nikkei and the Straits Times in 
Singapore both added around 3%. Notably, Japan’s Nikkei 
topped the 40,000 level for the first time ever.  

− Interestingly, a recent study found that dividend payments from 
listed companies globally grew 5% in 2023, to a record US$1.66 
trillion. Around half of the uplift was attributable to higher 
dividends from banks.  
 

Property Securities 
− The equity market rally extended to global property securities, 

with the FTSE EPRA/NAREIT Developed Index adding 3.6% in 
Australian dollar terms. 

− The best performing regions included Sweden (+16.9%) and 
Spain (+12.3%). European stocks typically performed well given 
suggestions that the European Central Bank could lower 
interest rates as early as June. Swedish stocks benefited from 
these expectations more than most, as Sweden is the most 
levered property market in the region. 

− Asian markets performed less well. J-REITs rose, although 
Hong Kong saw a -7.0% return and Singaporean stocks were 
little changed overall.  

− Locally, A-REITs fared very well in March, rallying 9.3% on the 
back of strong contributions from stocks including Goodman 
Group (+13.1%) and Charter Hall Group (+9.8%).  

− Improving sentiment was driven by ongoing expectations of 
interest rate cuts, which is expected to benefit interest rate 
sensitive constituents in this part of the market. 

 
Global and Australian fixed income 
− Central bank officials continued to talk down the prospect of 

interest rate cuts in the near term, but investors remain confident 
that policy settings will be eased in key regions in the remainder 
of this year.  

− Government bond yields moved lower against this background, 
resulting in positive returns from global fixed income. The 
Bloomberg Global Aggregate Index returned 0.8% in AUD 
terms.  

− The UK market performed particularly well. Gilt yields fell 19 
bps, following a sharp fall in inflation in February. In Germany, 
bund yields closed the month 11 bps lower.  

− There was more limited movement in the US, reflecting the 
‘higher for longer’ interest rate narrative. Yields on 10-year 
Treasuries closed the month just 5 bps lower, at 4.20%.  

− Japanese Government Bond yields were little changed over the 
month, despite the abolition of the negative interest rate policy 
and as the Bank of Japan announced it was discontinuing yield 
curve control measures.  

− Locally, yields on 10-year Australian Commonwealth 
Government Bonds closed the month 17 bps lower. This helped 
the Bloomberg AusBond Composite 0+ Year Index return 1.1%.  
 

Global credit 
− Credit spreads tightened further, resulting in another pleasing 

month of performance for corporate bonds globally. Prospective 
yields over and above those available on comparable 
government bonds continued to appeal to investors and enabled 
credit to perform well in all key regions.  

− Looking ahead, issuance volumes are expected to moderate 
from record levels in Q1. Several companies ‘front loaded’ their 
funding requirements for 2024 early in the year, tapping into 
very strong investor appetite for yielding investments.  

− New issues in March were greeted slightly less warmly by the 
market than in January and February, suggesting investors are 
becoming increasingly selective as valuations have risen. 
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    Source: Bloomberg, at 31 March 2024 

1 Month 

Return / 

Change

3 Month 

Return / 

Change

1 Year   

Return / 

Change

3 Year p.a. 

Return /          

Change

3 Year chart 

Equities Points

MSCI World (AUD) 5,900              3.07% 14.01% 29.06% 14.91%

MSCI Emerging Markets (AUD) 1,151              2.32% 7.14% 11.48% 0.37%

ASX 200 7,897              2.57% 4.03% 10.02% 5.16%

ASX Small Ordinaries 3,124              4.79% 7.55% 13.83% 2.72%

S&P 500 (USD) 5,254              3.22% 10.56% 29.88% 11.49%

REITs Points

ASX 200 A-REIT 1,744              9.70% 16.75% 36.58% 11.44%

FTSE EPRA/NAREIT Developed 

(AUD)
2,690              3.64% -0.10% 7.69% -0.67%

Cash & Fixed Income

Official Cash Rate Australia 4.35% 0.00% 0.00% 0.75% -

10-year Yield Australia 3.96% -0.17% 0.01% 0.67% -

10-year Yield US 4.20% -0.05% 0.32% 0.73% -

Bloomberg Global Aggregate 

Index, AUD Hedged
- 0.81% -0.31% 2.53% -2.38%

Bloomberg AusBond Composite 

0+ Year Index
- 1.12% 1.03% 1.47% -1.29%

Foreign Exchange US$

AUD/USD 0.6516            0.37% -4.27% -2.45% -4.97%
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Important information 

This material is for general information purposes only. It does not constitute investment or financial advice and does not take into account any 
specific investment objectives, financial situation or needs. This is not an offer to provide asset management services, is not a recommendation 
or an offer or solicitation to buy, hold or sell any security or to execute any agreement for portfolio management or investment advisory services 
and this material has not been prepared in connection with any such offer. Before making any investment decision you should consider, with the 
assistance of a financial advisor, your individual investment needs, objectives and financial situation. 
 
We have taken reasonable care to ensure that this material is accurate, current, and complete and fit for its intended purpose and audience as 
at the date of publication. No assurance is given or liability accepted regarding the accuracy, validity or completeness of this material and we do 
not undertake to update it in future if circumstances change. 
 
To the extent this material contains any expression of opinion or forward-looking statements, such opinions and statements are based on 
assumptions, matters and sources believed to be true and reliable at the time of publication only. This material reflects the views of the individual 
writers only. Those views may change, may not prove to be valid and may not reflect the views of everyone at First Sentier Investors. 
 
About First Sentier Investors 

References to ‘we’, ‘us’ or ‘our’ are references to First Sentier Investors, a global asset management business which is ultimately owned by 
Mitsubishi UFJ Financial Group. Certain of our investment teams operate under the trading names FSSA Investment Managers, Stewart Investors, 
Realindex Investments and Igneo Infrastructure Partners, all of which are part of the First Sentier Investors group. 
 
We communicate and conduct business through different legal entities in different locations. This material is communicated in: 

 Australia and New Zealand by First Sentier Investors (Australia) IM Ltd, authorised and regulated in Australia by the Australian Securities 
and Investments Commission (AFSL 289017; ABN 89 114 194311). 

 European Economic Area by First Sentier Investors (Ireland) Limited, authorised and regulated in Ireland by the Central Bank of Ireland 
(CBI reg no. C182306; reg office 70 Sir John Rogerson’s Quay, Dublin 2, Ireland; reg company no. 629188). 

 Hong Kong by First Sentier Investors (Hong Kong) Limited and has not been reviewed by the Securities & Futures Commission in Hong 
Kong. First Sentier Investors, FSSA Investment Managers, Stewart Investors, Realindex Investments and Igneo Infrastructure Partners 
are the business names of First Sentier Investors (Hong Kong) Limited. 

 Singapore by First Sentier Investors (Singapore) (reg company no. 196900420D) and this advertisement or material has not been 
reviewed by the Monetary Authority of Singapore. First Sentier Investors (registration number 53236800B), FSSA Investment Managers 
(registration number 53314080C), Stewart Investors (registration number 53310114W), Realindex Investments (registration number 
53472532E) and Igneo Infrastructure Partners (registration number 53447928J) are the business divisions of First Sentier Investors 
(Singapore). 

 Japan by First Sentier Investors (Japan) Limited, authorised and regulated by the Financial Service Agency (Director of Kanto Local 
Finance Bureau (Registered Financial Institutions) No.2611). 

 United Kingdom by First Sentier Investors (UK) Funds Limited, authorised and regulated by the Financial Conduct Authority (reg. no. 
2294743; reg office Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB). 

 United States by First Sentier Investors (US) LLC, authorised and regulated by the Securities Exchange Commission (RIA 801-93167). 

 other jurisdictions, where this document may lawfully be issued, by First Sentier Investors International IM Limited, authorised and 
regulated in the UK by the Financial Conduct Authority (FCA ref no. 122512; Registered office: 23 St. Andrew Square, Edinburgh, EH2 
1BB; Company no. SC079063). 

 
To the extent permitted by law, MUFG and its subsidiaries are not liable for any loss or damage as a result of reliance on any statement or 
information contained in this document. Neither MUFG nor any of its subsidiaries guarantee the performance of any investment products referred 
to in this document or the repayment of capital. Any investments referred to are not deposits or other liabilities of MUFG or its subsidiaries, and 
are subject to investment risk, including loss of income and capital invested. 
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