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Market Overview 

Central banks continued their tightening, with a slightly less hawkish tone that from 2022. The FED delivered a widely 

expected 25 bps rate hike, slowing down from a pace of 50 bps, but laid out the case for more hikes to come. Jerome 

Powell acknowledged that disinflationary pressures had started to emerge but argued that it was premature to declare 

victory as the disinflationary pressures are not broad-based. Markets rallied as the hawkish pushback on market pricing did 

not materialize. The ECB hiked rates by 50 bps and Christine Lagarde stated that it intends to increase rates by 50 bps 

again in its March meeting. This would have been hawkish if the language during the press conference had not revealed 

the possibility of a more dovish path thereafter and calling the inflation risks “more balanced”. Where central bankers were 

expected to be the main event of the first week of the month, it was the exceptionally strong US economic data that stole 

the spotlight. The remainder of the month was characterized by a barrage of economic data pointing toward a resilient 

economy in the US (but also in the EU) and stubbornly high (and accelerating) core inflation across both sides of the 

Atlantic, accompanied by a step-up in hawkish central bank messaging. Markets appeared to come to terms with the fact 

that rates were going to stay higher for longer and rates moved significantly upwards, leading to weaker returns across 

sovereign and investment grade markets. 

Corporate results for Q4 were well-received overall, but expectations were low, and analysts already project deeper profit 

declines for the next results. However, questions remain as to whether the strategy of favoring price over volume will 

continue to hold or whether consumers will stop paying higher prices. 

The primary market sprung into action at the prospect of even higher rates. The increase in supply has been well-absorbed 

by the market, with investor demand exceeding supply and shorter tenors of multi-tranche issuances being the most 

oversubscribed. Credit spreads narrowed over the first half of the month but moved up sharply over the latter portion to end 

the month at 147 bps (-3 bps). 

The US 10y rate ended the month at 3.9% (+40bps), while its German counterpart increased to 2.6% (+30 bps) and the 

Italian 10y rate rose to 4.5% (+30 bps). 

 

 

Portfolio Highlights & Strategy Review 

The favorable liquidity in our asset class, coupled with the euphoria of both the “disinflation” and “better than feared growth 

momentum” mantra was very supportive. We have maintained our overweight in credit. The new deals were a good way to 

add some risk, but we were also very active on the secondary market. We maintain our overweight in Financials were we 

still see value. The sector has been showing strong resilience on fundamentals and compared to non-financials is less 

concerned by the negative technicals of the ECB’s future Quantitative Tightening. The Fund enjoyed strong inflows during 

the month. At issuer level, Icade Santé, Société Générale and Vodafone were the best contributors to the fund performance, 

alongside issuers that are excluded (Credit Suisse, Deutsche Bank or EDF). Worst contributors include Prologis, Deutsche 

Bahn and La Poste. 
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Fund Outlook 

Spreads on Investment Grade Credit are still above long-term average and the readjustment in the interest rates level helps 

attract inflows. The economy seems still resilient and that should be noticeable in the incoming financial publication period 

of corporates. While we remain cautious about any downturn and consequent dispersion in Credit, we keep our positive 

stance. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
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 marke ting 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 

 


