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• Turkish lira weakens after February inflation surprises on the upside (link)  

• Shares of Chinese property developer fall on reports about debt negotiations (link)  

• Large cash portfolios have cushioned the impact of higher interest rates on corporates (link) 

• Ecuadorian dollar bonds rallied on speculation about IMF program (link)   

• Analysts not expecting policy changes at ECB meeting on Thursday (link) 
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Markets start the week on a cautious note following recent record highs 

Markets were mixed after US, Japanese, and European indices set new record highs in recent days. 

Japan’s Nikkei index extended gains on Monday and has gained nearly 20% year to date. S&P futures 

were down slightly. Shares of one of China’s largest property developers fell sharply after media reports 

that they are negotiating with lenders to delay certain payments. China’s National People’s Congress will 

commence this week, with markets looking for clarity about the 2024 growth target and any new policy 

measures. Treasury yields are up slightly to start the week. Oil prices have crawled higher in recent days, 

highlighted by the announcement that OPEC+ will extend production cuts through the middle of the year. 

Bitcoin resumed its upward move, surpassing 65k this morning. 

 

 

 

Last 12m Latest 1 Day 7 Days 30 Days 12 M YTD

%

5137 0.8 1 4 27 8

4913 0.4 1 6 14 9

40109 0.5 2 10 44 20

40 1.2 0 5 2 1

4.20 2.4 -8 18 25 32

2.40 -1.6 -4 16 -32 37

368 0 -5 -32 -80 -15

46.7 0.0 0 -1 -8 -3

Dollar index, (+) = $ appreciation 103.8 0.0 0 0 -1 2

83.1 -0.5 1 7 -3 8

13.5 0.4 0 0 -5 1

Colors denote tightening/easing financial conditions for observations greater than ±1.5 standard deviations. Data source: Bloomberg.
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In the week ahead, key market events include China’s National People’s Congress, the ECB policy 

meeting on Thursday, and US nonfarm payrolls on Friday. Chair Powell will testify before Congress 

mid-week. Congress will need to pass new funding agreements to prevent partial government shutdowns 

on March 8 and March 22. Analysts expect the ECB to leave rates unchanged but will instead focus on the 

staff forecasts and whether firmer inflation this year has changed the governing council’s view that 

“declining trend in underlying inflation has continued.” Other central bank policy meetings are scheduled in 

Canada (Wed, hold), Poland (Wed, hold), Malaysia (Thu, hold), and Peru (Thu, cut). 
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United States 

Analysts expect equity gains to spread as smaller firms catch up on earnings growth. The earnings 

growth by the Magnificent 7 stocks in the S&P500 vastly outpaced other firms in 2023, but analysts expect 

the gap to close in 2024. Most analysts have raised their year-end forecasts for the S&P 500, and smaller 

firms could become more attractive given their much lower valuations. Even in a downside scenario, either 

from a major surprise on the monetary policy front or from the November election, forced selling of stocks 

could asymmetrically impact the most crowded stocks in the index.  

 

High cash portfolios have helped cushion the impact of higher interest rates on corporates. 

According to JPMorgan analysis, non-financial corporates in the S&P500 universe continue to hold large 

investment portfolios, which have declined only marginally from the “dash for cash” peak at the onset of 

COVID. In addition, the cash allocation within investment portfolios has risen to a record 57%, at the 

expense of investment securities. Corporates have been able to earn solid returns from their cash holdings, 

typically through money market funds. Analysts attribute the recent increase to corporates trying to lock in 

higher yields in anticipation of upcoming rate cuts.  

 



GLOBAL MARKETS MONITOR March 4, 2024 

 

IMF | Monetary and Capital Markets—Global Markets Analysis 3 

 

Europe 

European equities were mixed with the STOXX600 index little changed, hovering near record-highs 

after six weeks of gains, ahead of the ECB meeting later this week. The technology sector (+0.7%) 

outperformed this morning, while the banking sector (+0.2%) was also in the green. The benchmark index 

has gained nearly 4% year to date, with the technology sector (+14.4%) seeing the strongest performance. 

Euro area sovereign bond yields were little changed this morning (10y bund yield trading at around 

2.40%). The euro was marginally stronger against the dollar (+0.2%) trading at around 1.086. On Friday, 

S&P upgraded Portugal’s long-term foreign currency rating by one-notch to A-, citing external financial 

balance sheet improvement and a decline in external liquidity risks. Portugal’s 10y bond yield was trading 

near 3.11% this morning, with the spread over 10y bund yields falling 2 bps. 

Analysts are not expecting any policy changes at the ECB meeting on Thursday, though any 

revisions to the staff forecasts will be in focus. Some contacts expect President Lagarde to 

communicate during the press conference that the debate around the timing of rate cuts and policy 

normalization has started, and several contacts expect President Lagarde to reiterate that the ECB would 

wait to see Q1 wage data before considering a rate cut. Analysts expect the ECB to revise both growth and 

inflation forecasts downward. Barclays sees the first rate cut in June, as the disinflation process will likely 

be insufficient to trigger a move by April. Deutsche Bank also pushed back its estimate of the first rate cut 

to June (from April) following the upside surprise in flash February inflation data. Media reports also have 

suggested the ECB could present some results on the framework review in the coming weeks. Market 

expectations for ECB rate cuts in 2024 were little changed over the past week, now pricing in roughly 94 

bps of rate cuts this year, and roughly 23 bps of rate cuts by June. 

 

Japan 

Japan’s Nikkei stock index (+0.5%) surpassed the 40,000 level to set a record high on Monday 

(+0.5%), while the TOPIX declined slightly (-0.1%). Domestic investors have added to the rally in recent 

days, which had been primarily driven by global equity funds, according to Bloomberg. Market participants 

remain broadly bullish on Japanese stocks, although some flagged concerns that the stock market may be 

overheating.  

Japanese corporate investment accelerated, as capital spending increased 16.4% y/y in Q4, up from 

3.4% previously. Some analysts noted the latest data reflects robust business investment that will likely 

lead to an upward revision in the Q4 GDP data due March 11. Separately, Kyodo reported the Japanese 

government will consider officially declaring that Japan has overcome deflation. Both the government and 

investors are focused on the ongoing 2024 wage negotiations, which are expected to conclude by mid-

March, to ensure that wages are increasing in line with rising prices. 10y bond yields were little changed 

and the Japanese yen depreciated 0.1%. 



GLOBAL MARKETS MONITOR March 4, 2024 

 

IMF | Monetary and Capital Markets—Global Markets Analysis 4 

 

Emerging Markets          back to top 

EMEA markets were mixed, with equities in South Africa outperforming (+0.6%), while Türkiye            

(-0.5%) lagged. The Hungarian forint is trading roughly 1.5% lower over the last week amid concerns over 

the interest rate outlook raised by an ongoing dispute between the government and the central bank. 

Egypt’s 12 month NDFs have strengthened to EGP49/USD from as high as EGP65/USD several weeks 

ago. Asian equities were mixed, up +0.6% on net, as Taiwan POC (+2%) and South Korea (+1.2%) 

outperformed driven by semiconductor stocks. Regional currencies were mixed, with the Malaysian 

ringgit, Thai baht, and Taiwanese dollar appreciating while the Indonesian rupiah depreciated (-0.3%). The 

spread between US Treasuries and Chinese bond yields widened 42 bps in February, the largest 

move since September 2022. The spread has weighed on the renminbi, coinciding with seven consecutive 

months of net foreign currency purchases, as well as the reluctance of local exporters to sell dollars. In 

Latin America, most regional equity markets gained on Friday, while currencies were mixed. Peru’s 

CPI increased 3.3% (vs 2.9% expected) ahead of the monetary policy meeting on Thursday. Brazilian Q4 

GDP came in below expectations at 0% q/q (vs 0.1% expected), leaving full year growth at 2.9%.  

China 

Chinese equities were mixed (Shanghai +0.4%) after shares of Vanke, China’s second largest 

property developer by sales, fell to a record low on Monday. Onshore (-5.2%) and offshore (-7.8%) 

share prices fell sharply after reports that Vanke will negotiate with lenders on upcoming loans. In 

December, media reports suggested that some state-linked private lenders had agreed to delay certain 

payments. Vanke’s dollar denominated 2027 bond fell as much as 6 cents on the dollar, while local currency 

bonds also declined. 
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China’s Premier Li Qiang will not hold a press briefing at the close of the National People’s 

Congress in a deviation from past precedent, a spokesperson said on Monday. He will be the first 

premier in three decades to not hold a press briefing at the annual parliamentary meetings. However, he 

will still deliver the government’s annual work report. Some analysts speculated the cancellation is designed 

to undercut the Premier’s influence.  

Czechia 

The Czech National Bank expects to ease policy cautiously going forward. According to Governor 

Michl, while inflation slowed to 2.3% y/y in January from a peak of 18% y/y in 2022, policymakers will 

proceed with caution to ensure inflation remains near the central bank’s 2.0% target. “Price stability has 

been restored, but we still have a long way to go to ensure that [it] stays for as long as possible. That is 

why we are cautious and will remain hawkish.” Policymakers are weighing a prolonged period of economic 

stagnation against the risk of renewed price pressures, with some Board members citing the                 

weaker-than-expected currency as representing an inflationary risk. Analysts at HSBC expect the CNB to 

deliver a 75bp rate cut in March following combined easing of 75 bps in December and February. Markets 

are pricing in close to 300 bps of cuts over the next 12 months. 

 

EM Fund Flows 

EM bond fund outflows moderated last week to -$0.5 bn, while equity inflows accelerated to $0.6 bn 

from $0.2 bn last week. Smaller outflows from hard currency bond funds (-$0.25 bn) drove the smaller 

headline figure (-$1 bn previously), even as local currency funds reverted to outflows. Large inflows to 

equity ETFs helped offset outflows from mutual funds, with sizeable inflows to Asia ex. Japan ($0.6 bn). 

Latin America focused funds saw modest outflows. 
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Ecuador 

Ecuadorian dollar bonds rallied on speculation about an IMF program. President Noboa reportedly 

told investors his government expects to reach a new funding deal with the IMF within the next two months, 

according to Bloomberg. The prices of outstanding dollar denominated bonds jumped higher, with the 2030 

bond gaining nearly 3 cents on the dollar to 63.7, the highest in over a year. Ecuadorian bonds have rallied 

alongside most frontier issuers in 2024. 

 

Ivory Coast 

Eurobond prices edged higher after Moody’s sovereign rating upgrade. Moody’s raised Ivory Coast’s 

credit rating one notch to Ba2 (two levels below investment grade), citing the resilience of the economy and 

rising private sector investment. The outlook was changed to stable from positive. The yield on the 2028 

dollar denominated bond fell 11 bps to 7.24%, the largest one day decline since 2019, according to 

Bloomberg. Moody’s expects the economy to grow by 7% until 2026 driven by private sector investment, 

and highlighted fiscal consolidation efforts under the current IMF program. Ivory Coast joins South Africa 

as the highest rated sovereign in sub-Saharan Africa after Botswana. 

 

Türkiye 

Turkish lira weakened (-0.5%) after February inflation data surprised on the upside and reached a 

15-month high. Annual inflation rose to 67.1% y/y (66% expected, 64.9% prior). Central Bank of Türkiye 

(CBRT) policymakers expect annual inflation to peak above 70% in May, with policy rates to remain on hold 
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for now at 45%. Analyst views are somewhat mixed, as QNB Finansbank expects the CBRT to hike rates 

in the second quarter, while Bloomberg expects the CBRT to pursue additional tightening through other 

measures. Bank of America analysts reported that foreign investor inflows continued to increase in 

February, with three consecutive weeks of inflows. 
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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