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Economic and market overview

Global: In February, markets wavered in the face of policy
uncertainty. The MSCI World Equity Index closed the month
down -0.7% in USD terms, tracking declines in US equity indices.
Despite concerns around growth, security and the outlook for
global trade, European equity markets outperformed major
developed markets in February, including the US. The Stoxx600
gained +3.3% over the month and the FTSE100 advanced
+1.6% amid several earnings updates, dovish ECB policy,
optimism around peace talks and a rally in defence stocks on
expectations of higher military spend in the region.

Globally, bond markets saw high volatility and low conviction,
amid fiscal concerns in Europe and deregulation in the US. 2y
USTs rallied -21bps, while 10y USTs rallied -33bps.

The Global Manufacturing PMI reached 50.1 in January, marking
the first expansion in seven months, driven by gains in output
and new orders. Global Services PMI printed at 52.9, slightly
above the 52.8 forecast. This shows 24 months of consecutive
growth but is the weakest month of growth since April.

US: The Trump administration rolled forward the February 1st
implementation date for tariffs on Canada and Mexico by 30
days. 10% tariffs on all Chinese imports into the US came into
effect on February 4th. China promptly announced retaliatory
tariffs on US goods on the same day.

US business activity is at a 17-month low on uncertainty
regarding the Trump administration’s policies and the pace at
which spending cuts and layoffs are occurring.

January posted a strong jobs report, with unemployment falling
to 4.0% for the first time since May. However, headline payroll
growth was weaker than expected, adding 143k jobs to the US
economy.

Benchmark revisions to payrolls substantially revised the payroll
employment level lower as of March 2024 by -598k. Job growth
from April 2023 to March 2024 was revised lower (with the
exception of June and October months). This revision was
spread across sectors.

January core inflation is notoriously strong due to “residual
seasonality”, but even so, January core CPIl was stronger than
expected at 0.446% MoM. Core PCE (the Fed's preferred
inflation measure) was much softer at 0.28%.

Existing home sales fell 4.9% to 4.08m in January, with sales flat
in the Midwest and falling in all other regions.

The January FOMC Meeting Minutes discussed pausing or
slowing the balance sheet runoff until the resolution of the debt
ceiling. Further, they advised that they can be patient with
adjusting policy rates, as the policy rates are “significantly” less
restrictive following 100bps of cuts and taking into account that
the economy is near maximum employment.

Australia: The Reserve Bank of Australia delivered the first
25bp rate cut after keeping rates unchanged through 2024. This
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was primarily off the back of softer than expected Q4 inflation.
Despite marking the beginning of a rate cutting cycle, the
Governor was quite hawkish in the press conference.

The labour force survey was stronger than expected, with the
Australian economy adding 44k jobs in January, which
outpaced consensus expectations for a 20k increase. Despite a
stronger-than-expected job print, the unemployment rate inched
up from 4.0% to 4.1%.

Wage costs increased by 0.65% in Q4, the slowest quarterly
growth since Q122. This slows the yearly wage cost growth
from 3.6% to 3.2%.

The YoY CPI indicator increased 2.5% in January, slightly
below consensus of 2.6%. Notably, 40% of the CPI basket was
not measured in January.

Retail trade in Australia was down -0.1% MoM, ahead of
consensus -0.7%. This brought the YoY retail trade to 4.6%.

New Zealand: The RBNZ lowered the OCR by 50 basis points
to 3.75%, citing that headline CPI inflation was close to the
midpoint, and core inflation was converging on the midpoint.
The main data print for the month was retail sales, which rose
0.9% QoQ during the December 2024 quarter, higher than the
+0.6% increase consensus had expected.

Europe: Conservatives won the German election, with markets
waiting to see if fiscal reform will materialise. The German
economy has contracted for a second straight year in 2024, in
part due to the “debt brake” that limits its structural budget
deficit.

Contrary to US bonds, EGB did not outperform swaps, with
fiscal concerns putting downward pressure on bond prices and
boosting yields.

Inflation in the EU area printed in line with expectations at 2.5%
YoY, and slightly above December’s print of 2.4% YoY. This
was driven primarily by a sharp increase in energy costs. Core
inflation (which excludes volatile food and energy prices)
remained steady at 2.7% for the fifth consecutive month.

Asia: Chinese New Year pushed China CPI higher in January,
to 0.7%MoM and 0.5%YoY. Despite this, PPl came in below
expectations at -2.3%YoY.

US President Trump imposed tariffs on China on February 1,
citing national security concerns related to unlawful migration
and fentanyl flows. Retaliatory Chinese tariffs on US goods
came into effect on 10 February. This included 15% additional
tariffs on US coal and LNGs as well as 10% on crude olil,
agricultural machinery and autos.

Mid-January saw the PBoC publish its Monetary Policy Report
for 24Q4, reiterating its “moderately loose” policy stance without
providing concrete guidance on future rate and RRR decisions.
Singapore January core CPI printed at 0.8%YoY, surprising
significantly on the downside, driven by healthcare and
education costs.



Australian dollar

After posting a +0.5% gain against the USD in January, the AUD
ended February at 0.6209, down -0.1% on the month.

The AUD hit a low of 0.6088 on February 3, though traded on a
firmer footing from there, as markets breathed a sigh of relief on
positive US tariff developments. While Chinese tariffs were
implemented at the beginning of the month, Trump granted a 30-
day extension on tariffs imposed upon Canada and Mexico.
China announced retaliatory tariffs however the targeted
approach of these was taken as non-escalatory. Mid-month, the
AUD broke above 63c after President Trump indicated that he
would “consider” an exemption for Australia to his planned
aluminium and steel import tariffs given the US runs a trade
surplus with Australia.

The AUD was little changed on February 18 when the RBA
commenced its easing cycle with a 25bps cut. This was followed
by a round of local jobs data two days later. It appears that slower
wage growth is occurring with no loss of employment, supporting
the RBA cut and the prospect of further cuts this year.

The AUD reached a high of 0.6409 on Feb 21 before sliding
quickly back towards 0.6209 on tariff headlines, where it closed
the month.

Australian equities

Australian equities lost ground in February, with the ASX200
index falling -4.2% over the course of the month. The decline
came as US equities broadly declined amid concerns around
economic policy and outlook, as the RBA delivered a hawkish
25bps cut and a slew of domestic earnings updates.

Weakness in the domestic banks complex was one of the more
notable themes during local earnings season as this followed an
extended period of outperformance. The Financials sector gauge
ended February -4.2% lower. The decline came as investors
digested earnings updates which showed rising bad and doubtful
debts across the sector, as well as new concerns around cost of
funding issues. BEN was the largest decliner, down -20.5% on
the month. Of the big four banks, NAB saw the largest decline,
down -11.9%, while CBA recorded the most modest loss, ending
the month -2.3% lower.

The other side of the barbell did not fare too much better, with
the materials sector group sliding -3.2% over the month. BSL
outpaced its peers amid rising US steel prices, with the stock
ending the month +14.0% higher than it began. Meanwhile,
index heavyweights BHP, RIO and FMG fell -2.3%, -3.4% and -
13.7% respectively.

Notwithstanding MP1 rallying >30% throughout February, the
ASX information technology sector declined -12.3% over the
course of the month; the largest loss of any GICS sector group.
Losses were led by WTC, which fell -27.7%. This followed the
resignation of four non-executive directors amid continued
governance concerns, and an FY25 revenue guidance
downgrade of ~6% at the mid-point.

DHG gained +58.4% in February. The stock rallied following the
news that US property giant CoStar would be lobbing a $2.7bn
takeover offer bid for the company, implying a valuation at
$4.20/share. A week earlier, DHG also posted profit numbers for
the half that beat consensus by 16%. DHG’s key competitor REA
ended the month -4.6% lower, while NEC (which owns 60% of
DHG) closed up +19.9%.

Global equities

The MSCI World Index declined -0.7% during February in USD
terms, as US-led losses outweighed broad gains across
European equity markets.

The S&P500 ended February -1.4% lower and the Dow
declined -1.6%, while the tech-heavy NASDAQ posted a -4.0%
loss. Consumer discretionary stocks saw the largest losses,
falling -9.4%. Meanwhile, consumer staples rallied the most, up
+5.6%.

Driving US losses was market uncertainty around the outlook
for both growth and inflation in light of Trump’s trade policies,
as well as the broad underperformance of the Mag7. Only two
stocks in the Mag7 outperformed the S&P on the month (TSLA
-27.6%, GOOGL -16.5%, AMZN -10.7%, MSFT -4.4%, META -
3.0%, AAPL +2.5%, NVDA +4.0%).

European equities performed strongly in February, outpacing
major DM peers. The Stoxx600 rallied +3.3%, led higher by a
+12.8% gain in the banks. The FTSE100 advanced +1.6%. The
gains came amid earnings updates, dovish ECB policy,
optimism around peace talks and a rally in defence stocks on
expectations of higher military spend in the region.

Property securities

The FTSE EPRA/NAREIT Developed Total Return Index (USD)
increased 2.2% in February, strengthening the gains from
January, as global bond yields normalised, following rate cuts
Middle East/Africa led the gains in February up 3.7% in the
month, reversing negative returns in January.

Americas region was the 2nd best performer globally, up 2.8%
in the month, and outperforming the global index after
underperforming in January.

Europe/UK underperformed in Feb, after outperforming in Jan.
Locally, A-REITs were down -7% in the month, with the largest
mover being GMG which drove the index down -14% after a
surprise equity raising. The performance of the sector outside
of GMG was broadly flat.

Fixed income and credit

The market grew concerned around the outlook for US growth
in the month of February, seeing risk off sentiment take hold.
Evolving tariff policies generated uncertainty around inflation
(both in the US and globally), as well as business activity. The
ongoing pullback in US government spending and layoffs are
also contributed to the risk-off sentiment. This resulted in
sweeping rallies across the US bond complex (2y USTs -
20.8bps, 10s -33bps) as investors rotated out of risk assets.
AU rates got caught up in the large global risk off moves. RBA
lowered rates by 25bps, as largely anticipated, however the
Board was quite hawkish in their rhetoric. The market continues
to expect ~2 cuts for the remainder of the year.

Credit markets were active during February however slowed
down towards the end of the month, with the US investment
grade market seeing $162bn of issuance, about 8% below
market expectations. The EU investment grade primary market
saw EU220bn. Issuers in the primary markets tended to price
tighter than IPT in both the EU and US. However, credit spreads
in the secondary market ended the month slightly wider.
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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, RQI Investors 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, RQI Investors 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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This document has been prepared by Count Limited (Count) ABN 11 126 990 832. While care has been taken in the preparation of this market
update, no liability is accepted by Count, its related entities, agents and employees for any loss arising from reliance on this market update.
Count advisers are authorised representatives of Count.





