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February Overview 

Data released in February for the end of 2019 showed the eurozone ended the year 

on a weak note, but forward-looking survey data were more positive with the 

composite eurozone PMI rising 0.3 points to 51.6 in February. This appears to be off 

the back of multiple headwinds fading including: Brexit worries, the trade war, the 

emission scandal and the sharp inventory correction. But, already there are signs that 

coronavirus is beginning to bite. This includes a fall in the PMI sub-component for 

export orders and a sudden lengthening of delivery times. These are likely to worsen 

as infections in Italy and other countries disrupts production, but may be mitigated if 

eurozone authorities take fiscal action. 

Macro data in the US were mixed in February. Housing data were positive, whilst 

employment rose by 225,000; well above expectations of 160,000. On the negative 

front, industrial production showed a second consecutive monthly decline, negatively 

affected by Boeing’s 737 Max grounding woes which are likely significant enough to 

weigh on Q1 growth. There was also a decline in job openings and the flash composite 

purchasing managers’ indices (PMI) fell below 50, likely impacted by COVID-19 fears. 

By the end of the month, markets were pricing in a further three rate cuts by the US 

Federal Reserve this year to combat this weakness. In US politics, self-described 
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Democratic Socialist Bernie Sanders took the lead in the Democratic nomination after 

a strong showing in the first three primaries. 

UK economic sentiment initially continued to improve in February, with both consumer 

and business sentiment picking up. Job growth continued its recent upswing with a 

solid 180,000 increase in Q4 2019 whilst unemployment remained at 3.8%, its lowest 

level since 1975. It’s unlikely, however, that the UK will remain untouched by the spread 

of COVID-19, which will almost certainly weaken confidence and activity going 

forward. During the month, the UK government and EU also published their negotiating 

directives for the upcoming post-Brexit trade negotiations to start in March. A certain 

amount of chest beating and posturing by both sides dampened hopes for a deal, 

which weighed on the pound and UK assets. 

Japan’s GDP was expected to fall as a result of a sales tax hike in October last year but 

saw its economy contract more than expected in Q4 2019, down an annualised rate 

of 6.3%. The outlook for Q1 is also fairly bleak as COVID-19 is expected to hit Japan’s 

inbound tourism and trade, and there is speculation around whether the Tokyo 

Olympics will have to be postponed or cancelled. 

China has cracked down significantly on travel and implemented restrictions on 

production in order to restrict the spread of the virus, and this is having an effect on 

the Chinese economy (both supply and demand). Policymakers have responded with 

several supportive measures including cutting rates and taxes and rolling over loans. 

South Korea, the country with the greatest number of confirmed COVID-19 cases 

outside of China, saw its month-on-month consumer confidence fall by the greatest 

amount since June 2015. 

The euro had a mixed month over it February. It was down 0.9% against the dollar and 

1.4% against the Japanese Yen. It was, however, up 2.3% against the pound, 2.9% 

against the Australian dollar, 4.0% against the South African Rand and 4.7% against 

the Brazilian real. 

Asset Classes 

All equity markets were down over the month but, somewhat surprisingly, it was 

emerging markets that fell the least (this was off the back of a tough January for EM 

and what looks like falling new cases of coronavirus in China this month). European 

equities was the worst performer for the month (-8.5%) closely followed by Japanese 

Equities (-8.3%). 
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Falling global yields as investors sought safety led to higher investment-grade bond 

prices. Developed global government bonds were the strongest performing bond 

asset class. Riskier bond performance was weaker, with high yield suffering most 

(although nowhere near as much as equities). 
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Always seek the advice and support of your investment adviser before making any 

significant changes to your investment positions. 

This outlook and commentary does not constitute an offer and should not be taken as 
a recommendation from the author or Thomond Asset Management. Advice should 
always be sought from an appropriately qualified professional. 
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WARNINGS 
1. The income you get from an investment 
may go down as well as up.  
2. The value of your investment may go 
down as well as up.  
3. Benefits may be affected by changes in 
currency exchange rates.  
4. Past performance is not a reliable guide 
to future performance. 
 

REGULATORY STATUS 
Thomond Asset Management is regulated 
by the Central Bank of Ireland as an 
Investment Business Firm under Section 
10 of the Investment Intermediaries Act, 
1995 (as amended) and registered as an 
insurance, reinsurance or ancillary 
insurance intermediary under the 
European Union (Insurance Distribution) 
Regulations, 2018. 
 


