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Market Overview 

 
Equity markets took a breather in February after the January rally and ended the month slightly lower. As economic data 
indicating that a recession may not be imminent, investors reassessed their expectations for both the peak in interest rates 
and the subsequent pace of rate cuts, as the road back to target inflation could be longer than previously hoped. China’s 
reopening is a positive asset, as huge savings, amassed during the lock-down period, will drive strong economic growth.  
The European Central Bank raised interest rates in February, confirming the intention to “stay the course in increasing 
interest rates significantly, at a steady pace, and keeping them at levels that are sufficiently restrictive to ensure a timely 
return of inflation to the 2% target”. Despite the decline in headline inflation, driven by lower energy prices, ECB president 
Christine Lagarde is still concerned about core inflation and expressed explicitly the intention to increase rates in March. 
The fall in energy prices continued over the month, with positive effects on households and firms. Consumer confidence 
has rebounded from the extremely low level seen in late 2022 and is consistent with a possible pick-up in consumption 
over the coming months. Some energy-intensive manufacturing sectors are also restarting some production that was 
suspended at the peak of the energy crisis. 
With risks of a deep recession decreasing significantly, Europe has been among the best performing equity markets and 
European banks have rallied since the lows of last October. 
The European commission announced the “Green Deal Industrial Plan”, a revamp of the European Union Green Deal, 
which is focused on increasing the manufacturing capacity for green technologies and products. A ban on the sale of 
combustion engine cars by 2035 was also agreed. These initiatives confirm Europe’s commitment to accelerating the 
energy transition. 

 
Portfolio Highlights 

 
Our performance was negative relative to the MSCI Europe© in February.  
 
Our main positive contributors were Materials (no exposure to Mining subsector and Air Liquide) and Information 
Technology (Dassault Systèmes, and Nemetschek).  
 
Our main detractors were Energy (due to the underweight allocation effect) and Industrials (Tomra and Intertek). 
 
Our main transactions: 

• In Consumer Staples, we increased our holdings in Unilever. 

• In Financials we increased Bankinter, BBVA and Intesa Sanpaolo. We reduced several positions such as KBC and 
Munich Re. We completely exited from Handeslbanken due to the lack of valuation upside. 

• In Healthcare we slightly increased Roche. 

• In Industrials we took further profits in Schneider Electric while we increased Kingspan following reassuring results. 

• In Materials, we reduced Chr Hansen given our prudent view on the acquisition by Novozymes. 
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Outlook 
 

We observe a major shift of market sentiment since last Autumn. The fall of gas prices in Europe, the pick of (wage) 
inflation in the US and the reopening of China are the main drivers of this short-term shift ant the strong rebound of 
European Equities. 
 
In the meantime, Central banks continue their very hawkish stance to fight inflation. If the Federal Reserve base rate 
should reach its pick in the first half of the year, we expect the ECB to continue hiking later. 
The overriding questions concern the impact of higher and higher funding costs on both the US and European Economies 
as well as the flexibility (“pivot”) of the Central Banks to cut their rates again in a foreseeable future. The timing of this 
pivot will be key to invest in early cyclical and Small Cap companies.  
 
Another important driver for equity markets is the level of the 10Y US and German Government yields. On this topic, we 
think we have reached a long-term top and we should observe a global inflection point in the markets during 2023, in line 
with the slowdown of the global economy and in anticipation of a cycle of stimulus from Central Banks in 2024.  
We will also monitor the reopening of China which could, in the very short term, help some cyclical consumer stocks and 
industrials heavily exposed to the region. 
 
Regarding styles, if 2022 was the Year of “Value” (which did outperform “Growth” by 15%), 2023 should be the Year of 
Quality Leaders and Earnings momentum.  
 
Our challenge, for the next quarters, will thus remain to select the right companies that are able to benefit from an 
acceleration in their business in a more challenging macroeconomic environment. In Europe, we see a broad range of 
companies that can offer solutions to numerous megatrends, such as energy transition, new health technologies, 
digitalisation and the automation of the economy. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This marketing communication is provided for information purposes only, it does not constitute an offer to buy or sell financial instruments, nor does it represent an investment recommendation or confirm any 
kind of transaction, except where expressly agreed. Although Candriam selects carefully the data and sources within this document, errors or omissions cannot be excluded a priori. Candriam cannot be held 
liable for any direct or indirect losses as a result of the use of this document. The intellectual property rights of Candriam must be respected at all times, contents of this document may not be reproduced 
without prior written approval. 
Warning: Past performance of a given financial instrument or index or an investment service or strategy, or simulations of past performance, or forecasts of future performance does not predict future returns. 
Gross performances may be impacted by commissions, fees and other expenses. Performances expressed in a currency other than that of the investor's country of residence are subject to exchange rate 
fluctuations, with a negative or positive impact on gains. If the present document refers to a specific tax treatment, such information depends on the individual situation of each investor and may change. 
In respect to money market funds, please be aware that an investment in a fund is different from an investment in deposits and that the investment’s principal is capable of fluctuation. The fund does not rely 
on external support for guaranteeing its liquidity or stabilizing its NAV per unit or share. The risk of loss of the principal is borne by the investor.  
Candriam consistently recommends investors to consult via our website www.candriam.com the key information document, prospectus, and all other relevant information prior to investing in one of our funds, 
including the net asset value (“NAV") of the funds. Investor rights and complaints procedure, are accessible on Candriam’s dedicated regulatory webpages https://www.candriam.com/en/professional/legal-
and-disclaimer-candriam/regulatory-information/. This information is available either in English or in local languages for each country where the fund’s marketing is approved. According to the applicable laws 
and regulations, Candriam may decide to terminate the arrangements made for the marketing of a relevant fund at any time. 
Information on sustainability-related aspects:  the information on sustainability-related aspects contained in this communication are available on Candriam webpage 
https://www.candriam.com/en/professional/market-insights/sfdr/.  The decision to invest in the promoted product should take into account all the characteristics or objectives of the promoted product as 
described in its prospectus, or in the information documents which are to be disclosed to investors in accordance with the applicable law. 
Notice to investors in Switzerland: The information provided herein does not constitute an offer of financial instruments in Switzerland pursuant to the Swiss Financial Services Act ("FinSA") and its implementing 
ordinance. This is solely an advertisement pursuant to FinSA and its implementing ordinance for financial instruments. 
Swiss representative: CACEIS (Switzerland) SA, Route de Signy 35, CH-1260 Nyon. The legal documents as well as the latest annual and semi-annual financial reports, if any, of the investment funds may 
be obtained free of charge from the Swiss representative. 
Swiss paying agent: CACEIS Bank, Paris, succursale de Nyon/Suisse, Route de Signy, 35, CH-1260 Nyon. Place of performance: Route de Signy 35, CH-1260 Nyon. Place of jurisdiction: Route de Signy 35, 
CH-1260 Nyon. 
Specific information for investors in France: the appointed representative and paying agent in France is CACEIS Bank, Luxembourg Branch, sis 1-3, place Valhubert, 75013 Paris, France. The prospectus, the 
key investor information, the articles of association or as applicable the management rules as well as the annual and semi-annual reports, each in paper form, are made available free of charge at the 
representative and paying agent in France. 
Specific information for investors in Spain: Candriam Sucursal en España has its registered office at C/ Pedro Teixeira, 8, Edif. Iberia Mart I, planta 4, 28020 Madrid and is registered with the Comisión Nacional 
del Mercado de Valores (CNMV) as an European Economic Area management company with a branch. CNMV: 1493 


