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Growth

• US non-farm payrolls fell by 92,000 in February, falling short of expectations and a reversal from
the gains in January. As a result, the unemployment rate went back up to 4.4%. The manufacturing
output rose marginally by 0.2%, weighed by weakness in machinery sector while the services
activity grew at its fastest pace since mid-2022 boosted by robust orders growth and business
activity. While artificial intelligence (AI) infrastructure investments will remain a key growth driver,
US’ 2026 growth forecasts may come under pressure amid war-related headwinds and higher
energy prices.

• The US Supreme Court’s ruling against President Trump’s tariffs leaves Asia better off even after
considering the new temporary 10% across-the-board levy which is much lower than earlier
country-specific ones. That said rising energy prices hurts domestic incomes in Asia’s oil-importing
countries, but most economies have current account surpluses that help cushion the impact except
India, Indonesia and the Philippines which run deficits.

• China set its 2026 growth forecast to 4.5-5%, the lowest in decades. The country’s latest 15th Five
Year Plan (2026-2030) reaffirmed the policy priorities around advanced manufacturing, technology
self-reliance, digital infrastructure and innovation. Meanwhile, India’s Union Budget 2026–27
reinforced fiscal discipline alongside a capital expenditure (capex)-led growth strategy with
priorities focused on infrastructure, manufacturing, technology and the energy transition.

Asset class views

• We remain constructive on global equities over the tactical, short-term (i.e., 3-month time horizon),
but will continue to closely monitor our market signals and further geopolitical developments,
especially given Trump’s unpredictable shifts. Our tactical outlook on US equities has improved due
to their relative insulation from energy price spikes (given the US’ energy trade surplus trade
balance), while we have downgraded Europe equities to a neutral stance, owing to converged
earnings momentum and increased vulnerability to energy shocks. In this environment, we are
committed to adding risk prudently, balancing exposure with expectations of ongoing uncertainties
and acknowledging potential persistence of market volatility.

• Iran war risk continues to dominate market headlines, with the primary US Treasury market impact
being a hawkish shift in near-term Fed rate pricing and a flattening of the yield curve driven by rising
short-end yields (i.e., bear-flattening). While the full impact of the recent oil supply shock is still under
assessment, near-term inflation risks skew to the upside for the moment. At present, our position on
US duration remains neutral.

Macro Overview

Inflation & Monetary 
policy

• US inflation held at 2.4% year-on-year in February, still above the US Federal (Fed) Reserve’s 2%
target. Given the sticky inflation, the Fed was already adopting a cautious policy stance before the
war. The latest decision to hold rates for the second time this year thus comes as no surprise
against the backdrop of elevated global uncertainties. Future rate decisions will depend on
incoming economic data. For now, the projections from Fed board members suggest one rate cut
this year.

• Across Asia, prior to the start of the war, inflation was mostly contained. That scenario has now
changed with the onset of the war. The escalation in the Middle East and disruption risks around
the Strait of Hormuz have pushed oil prices above US$100/bbl at points, raising concerns that
energy-driven inflation could re-emerge in coming months. As such, Asian central banks are
shifting from an easing mindset. A sustained oil shock could in some cases force a tightening bias.

Views provided herein are subject to change without prior notice. | CPI: Consumer Price Index
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• In February, global fixed income markets gained as investors sought safety of higher quality 
assets amid renewed tariff tensions and geopolitical uncertainty. The Fed signaled more rate cuts 
would require further inflation declines after U.S. annual inflation slowed to 2.4% in January, 
while US economic sentiment remained stable throughout the month, with only minor 
fluctuations. U.S. Treasury yields moved lower as the curve bull-flattened, with the 10-year yield 
falling 30 basis points to 3.94% and the 2-year yield declining 15 basis points to 3.37%. The yield 
spread narrowed over the month. At the same time, the USD rose against the EUR and JPY as the 
flight towards safe-haven assets helped to partially offset the negative impact of persistent 
uncertainty over US tariff policy.

• Amid falling US yields, US aggregate bonds and US Treasuries rallied, with the Bloomberg U.S. 
Treasury Index and Bloomberg US Aggregate Bond Index returning 1.8% and 1.6%, respectively, 
while the Bloomberg Global Aggregate Bond Index returned 1.1%. 

• US high yield bonds, as represented by the ICE BofA U.S. High Yield Constrained Index, returned 
0.2%, its 10th consecutive monthly gain as a solid earnings season, continued bond upgrades, and 
competitive U.S. primary credit markets (e.g., strong foreign demand), all helped to offset AI 
disruption. Emerging markets USD bonds edged higher, with the JP Morgan Emerging Markets 
Bond Index Global Diversified Index rising by 1.4%, with gains from both investment grade and 
high yield issuers. Asian USD-denominated bonds, as measured by the JP Morgan Asia Credit 
Index (JACI), returned 1.1%, mainly due to lower U.S. rates, despite experiencing wider credit 
spreads. 

Market Recap and Update

• Global equity markets gained 1.3% in February, driven by robust corporate earnings and strong AI hardware 
performance, notably semiconductors, in addition to market leadership broadening beyond US mega-cap tech 
stocks. Developed markets returned 0.8%, as US equities declined by -0.9%, lagging its developed markets (DM) 
counterparts: Japan (+8.6%), the UK (+5.1%), and Europe (+3.3%). US markets were volatile, as investors shifted 
to asset-heavy sectors like materials, utilities, and energy in anticipation of sustained AI infrastructure 
investment; Japan led the DM countries, buoyed by robust corporate earnings alongside heightened fiscal 
stimulus optimism following the snap election victory of Prime Minister Sanae Takaichi. Notably, most equity 
markets posted gains during the month, even as geopolitical tensions remained elevated, culminating with the 
conflict in Iran that began on the last day of the February (after financial markets had closed).

• By contrast, Emerging Markets (EM) and Asia Pacific ex-Japan (APxJ) equities outperformed DM markets, 
returning 5.5% and 6.1%, respectively (both measured in USD terms). The ongoing global buildout of AI 
infrastructure fueled a value upswing in semiconductor chips while also bolstering optimism in export and 
growth-linked sectors. Korea, Thailand, and Taiwan were notable outperformers. Korea equities rallied by 
22.1%, powered by AI driven global demand for semiconductors, stabilising monetary policy, and renewed 
investor confidence. Thai equities rose by 20.6%, benefiting from improved post-election political stability, 
strong foreign investment flows, and optimism over US tariff developments. Taiwan equities rose by 12.8%, 
supported by the US-Taiwan tariff agreement and strong AI-driven demand for semiconductor and technology 
supply chain stocks, accompanied by solid domestic fundamentals and foreign investment flows. On the other 
hand, Chinese equities fell -5.8%, pressured by softer risk appetite amid lower earnings expectations, concerns 
over AI-driven disruption, alongside seasonal liquidity tightness around the Lunar New Year. 

Global Equity Markets
(Monthly gross returns as of 27 February 2026, in USD)

Data source: Eastspring Investments, LSEG Datastream and MSCI. Equity Markets - “Global” : MSCI ACWI, “DM” : MSCI World Index, “APxJ” : MSCI AC Asia Pacific ex Japan Index, “EM” : MSCI Emerging Markets Index’ “Value” and 
“Growth” : MSCI World Value Index and MSCI World Growth Index, respectively, and “China” : MSCI China Index. Bond Markets - "U.S. Corporate Bonds": ICE BofA U.S. Corporate Index, “EM Sovereign Bonds”: J.P. Morgan EMBI Global 
Diversified Index, “U.S. Treasuries” : Bloomberg U.S. Treasury Index, “Asian USD Bonds”: J.P. Morgan Asia Credit Index, "Global Aggregate Bonds": Bloomberg Global Aggregate Index, “U.S. Aggregate Bonds": Bloomberg U.S. Aggregate 
Index, and "U.S. High Yield Bonds": ICE BofA U.S. High Yield Constrained Index. Past performance of the indices is not indicative of future performance of the indices.
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This document is produced by Eastspring Investments (Singapore) Limited and issued in:

Singapore by Eastspring Investments (Singapore) Limited (UEN: 199407631H)

Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore, is exempt from the requirement to hold an Australian financial services licence 
and is licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Australian laws.

Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission of Hong Kong.

Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the Indonesia Financial Services Authority (OJK).

Malaysia by Eastspring Investments Berhad (200001028634/ 531241-U) and Eastspring Al-Wara’ Investments Berhad (200901017585 / 860682-K).

Thailand by Eastspring Asset Management (Thailand) Co., Ltd.

United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore and is registered with the U.S Securities and Exchange 
Commission as a registered investment adviser.

European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring Investments (Luxembourg) S.A., 26, Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, 
registered with the Registre de Commerce et des Sociétés (Luxembourg), Register No B 173737.

United Kingdom (for professional clients only) by Eastspring Investments (Luxembourg) S.A. - UK Branch, 1 Angel Court, London, EC2R 7AG.

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore and is licensed and regulated by the Monetary Authority of Singapore under 
Singapore laws which differ from Chilean laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments. The views and opinions contained herein are those of the author, and may not necessarily represent views expressed or 
reflected in other Eastspring Investments’ communications. This document is solely for information purposes and does not have any regard to the specific investment objective, financial situation and/or particular needs 
of any specific persons who may receive this document. This document is not intended as an offer, a solicitation of offer or a recommendation, to deal in shares of securities or any financial instruments. It may not be 
published, circulated, reproduced or distributed without the prior written consent of Eastspring Investments. Reliance upon information in this document is at the sole discretion of the reader. Please carefully study the 
related information and/or consult your own professional adviser before investing.

Investment involves risks. Past performance of and the predictions, projections, or forecasts on the economy, securities markets or the economic trends of the markets are not necessarily indicative of the future or likely 
performance of Eastspring Investments or any of the funds managed by Eastspring Investments.

Information herein is believed to be reliable at time of publication. Data from third party sources may have been used in the preparation of this material and Eastspring Investments has not independently verified, 
validated or audited such data. Where lawfully permitted, Eastspring Investments does not warrant its completeness or accuracy and is not responsible for error of facts or opinion nor shall be liable for damages arising 
out of any person’s reliance upon this information. Any opinion or estimate contained in this document may subject to change without notice.
Eastspring Investments companies (excluding joint venture companies) are ultimately wholly-owned/indirect subsidiaries of Prudential plc of the United Kingdom. Eastspring Investments companies (including joint 
venture companies) and Prudential plc are not affiliated in any manner with Prudential Financial, Inc., a company whose principal place of business is in the United States of America or with the Prudential Assurance 
Company Limited, a subsidiary of M&G plc (a company incorporated in the United Kingdom).
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