


   

• Equity markets continued to rally, closing the year strongly.
• Bond yields fell sharply as markets aggressively priced in rate cuts for 2024.
• Equities and bond correlation persisted, aiding returns but hampering diversification.
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GLOBAL MARKETS
Global markets continued to rally on the back of more dovish 
central bank rhetoric, softening inflation, and growing optimism
for more accommodative monetary policy in 2024.

US MARKETS
Inflation figures drove stock and bond
  performance

US equities and bonds thrived, boosted by 
softer inflation figures. The November print 
for US Core PCE Price Index, the Federal 
Reserve’s favoured inflation measure, fell
to 3.2% from 3.4% in October. The decline 
opens the door for rate cuts, with ‘real’ rates 
(Fed Funds minus Core PCE) now over 2%.
Within equities, small caps outperformed 
their larger cap counterparts, while the best 
performing sectors were Real Estate (+8.0%)
and Industrials (+6.9%). Energy was weakest,
-0.2%. Domestic fixed income also rallied 
with longer dated treasuries and corporate 
issues performing best as yields fell and 
credit spreads tightened.

UK MARKETS
Possible rate cuts helping to propel
  performance

In the UK, investors contemplated an easing 
of inflationary pressures, and are now
pricing central bank rate cuts by the middle 
of 2024. The risk-on move favoured mid and 
small-cap stocks relative to the FTSE 100,
with the softer dollar a slight net negative
for the foreign earnings of many larger cap 
companies. Despite the economic optimism,
energy prices softened a little, with weaker 
crude price detracting from the performance
of oil majors - energy the weakest sector
in a broad market rally. Offsetting energy 
weakness, the materials sector performed 
strongly as did real estate, industrials, and 
financials.

EUROPEAN MARKETS
Another strong month
  of performance

European markets were once again positive 
in December following on from a strong 
November. Equities and bonds continued
to rally in tandem, with small cap stocks
and corporate bond issues performing best 
respectively. US economic data read-across 
and a material decline in euro-area headline 
inflation, from 2.9% to 2.4%, boosted hopes 
of a more dovish European Central Bank 
(ECB) and early interest rate cuts to support 
an increasingly soft European economy,
which is threatening to record consecutive, if
modest, quarter-on-quarter declines in GDP.
The euro remained strong, gaining ground
on the greenback and sterling, but declining 
against a strong yen.

JAPAN MARKETS
Overall flat compared to 
developed-market peers

In contrast to other developed markets,
Japanese indices were flat to marginally
lower in yen terms, but positive in sterling,
as the yen led global major currencies in
the month, rising 4.2% against sterling, and 
5.1% against the dollar. Small cap stocks 
outperformed larger cap companies while 
growth stocks outperformed value style wise,
with the yen’s strength weighing on exporters.
Japanese inflation, at 2.8% (Nov ‘23), has 
begun to ease alongside a contraction
in domestic manufacturing. Japanese 
government bond yields, which had risen less 
due to yield curve controls, declined less than
peers in the month’s global bond rally.
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THE WORLD AT A GLANCE



•   Developed market equities continued to outperform emerging market counterparts, with 
optimism over rate cuts, and a soft economic landing, boosting expectations for 2024 
earnings.

•   The best performers from a sector perspective, globally, were real estate (+8.4%), industrials 
(+7.6%), and materials (+6.9%), while consumer staples (+2.7%) and energy (0.0%) lagged, in a 
broad market rally (all returns in US dollar terms).

•   From a style perspective, global value equities (MSCI Value Index, +5.4%) outperformed global 
growth equivalents (MSCI Growth Index, +4.4%), while smaller cap (MSCI World Small Cap, 
+9.5%) outperformed large cap counterparts (all returns in US dollar terms).

•   Emerging markets, as a composite, struggled, dominated by the weaker Chinese markets, 
which at least closed off monthly lows.  India was strong, rising over 7% in sterling terms.

•  �

 Source: Bloomberg – National benchmark indices in local currency
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Key Points
•  The best performing major currency in December was the Japanese yen, gaining against the
  US dollar, and marginally less against the UK Pound, boosted by more modest declines in local
  bond yields.
•  In aggregate terms, sterling had a mixed month, gaining ground against the US dollar and

  emerging countries alike, but declining against the Japanese yen and the euro.

Despite soft economic data and declining inflation, the euro performed well rising against the
dollar, but closed the month below the best levels, around $1.11.

•  The dollar trade weighted index lost around 1% over the month, closing the year trading towards
  the bottom end of its 2023 range.
•  The Swiss franc had a strong month, rising nearly 3% versus the euro, as expectations of future

  interest rate differentials (with other countries) narrowed, leaving it up over 6% on the year
  versus the euro.
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*A Generic bond is a theoretical bond that always has the specified tenor, unlike a Benchmark bond, which is a 
physical bond, with a decreasing tenor. 
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•   Moderating inflation, driven by recent falls in goods prices, boosted the markets’ belief that 
rates have peaked in this cycle. Sentiment was also boosted by the more ‘dovish’ stance 
from Federal Reserve chairman, Jerome Powell, at his December press conference. 

•   Interest rates fell across maturities, benefiting the prices of longer dated debt more so 
than shorter bonds, and supporting optimism within credit, especially high yield, with credit 
spreads tightening sharply. 

•   European rates fell more than its US counterparts, UK debt though, led the way. 10-year gilt 
yields eased 64 basis points, while Italian and Spanish 10-year yields were around 0.5% 
lower. US 10-year Treasury yields declined a more modest 0.45%.

•   Japanese and Swiss 10-year yields fell least among major bond markets, down 0.06% to 
0.09%, while Australia and Brazil saw declines of 0.53% and 0.57% respectively. 

GENERIC 10-YEAR YIELDS*
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GLOSSARY

DOVISH-  Dovish refers to a monetary policy stance that is characterised by a cautious and accommodative approach 
towards interest rates and economic stimulus. A dovish policy is typically implemented by central banks to stimulate
economic growth and reduce unemployment. It involves keeping interest rates low and providing ample liquidity to the 
financial system. The term  "dovish"  is derived from the behaviour of a dove, which is seen as gentle and peaceful. In 
contrast, a hawkish policy stance is characterised by a more aggressive approach towards interest rates and inflation.

US CORE PCE INDEX-  US Core Personal Consumption Expenditures  (PCE)  Index is a measure of inflation that is closely 
monitored by the Federal Reserve. It is considered to be a key indicator of inflationary pressures in the US economy. The
Core PCE Index excludes volatile food and energy prices, providing a more stable measure of underlying inflation trends.
The Federal Reserve uses the Core PCE Index as one of its primary indicators for assessing inflationary pressures and 
making decisions on monetary policy. It is often compared to the Consumer Price Index  (CPI), which is another widely used
measure of inflation.

GDP (Gross Domestic Product) -  a measure of the total value of all goods and services produced within a country’s borders 
during a specific period. Used to compare the economic performance of different countries.

Tenor bond  -  a type of bond that has a longer maturity period, typically between 10 and  30 years. The term  "tenor"  refers to 
the length of time until the bond reaches maturity and the principal amount is repaid to the bondholder.



 
 

 

DISCLAIMER

The information contained in this document is for informational purposes only and should not be construed as a solicitation or 
offer, or recommendation to acquire or dispose of any investment, and examples used are for illustrative purposes only. This 
document provides commentary and data on global markets and does not provide any reference to specific products and should 
not be construed as a solicitation or offer, or recommendation to acquire or dispose of any investment in any jurisdiction. While all
reasonable efforts are made to obtain information from sources which are accurate at the date of production no representation is 
made or warranty provided that the information or any opinions contained in this document are accurate, reliable or complete. The
information and any opinions contained in this document are based on current market conditions and certain assumptions and are
subject to change without notice.Any user must, in any event, conduct their own independent due diligence and investigations,
together with their professional advisers,into legal, regulatory, tax, credit and accounting matters before making any 
investment,rather than relying on any of the information in the document. The value of investments and the income from them can
go down as well as up and past performance is not a guide to future performance.

Information has been produced and provided by Collidr Asset  Management Ltd which is authorised and regulated by the Financial 
Conduct Authority  (713361)  and is registered in England and Wales. Company No.09061794. Registered office:  34 Southwark 
Bridge Road, London, SE1  9EU, UK. Information has been produced and provided by Collidr Asset  Management Ltd which is 
authorised and regulated by the Financial Conduct Authority  (713361)  and is registered in England and Wales. Company 
No.09061794. Registered office:  34 Southwark Bridge Road, London, SE1  9EU, UK.

This document is distributed by Craven Street Wealth. All content is for general information only and does not constitute 
investment,tax, legal or other forms of advice. You should not rely on this information to make, or refrain from making any 
decisions. Craven Street Wealth is the trading name of Craven Street Financial Planning Limited  (FCA No135202)  is authorised
and regulated by the Financial Conduct Authority. Registered in England and Wales No:03852054. Craven Street Wealth Limited is 
a registered limited company in England and Wales No:13077997. Registered office:  3  Gough Square,London EC4A  3DE. Data 
references are for the period to 31 December 2023  and are correct at date of publishing  (10th January  2024).

Sources: Collidr, Bloomberg. Indices: Barclays, FTSE, Bloomberg, STOXX, Japan Exchange Group,  MSCI, S&P, New York  Mercantile
Exchange, Chicago  Mercantile Exchange, Bureau of Labour Statistics, US and Office for National Statistics, UK  notice.
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