
The potential for a peaceful 
solution?
Markets were volatile overnight as 
rumours swirled around what was 
happening in the Ukraine. It would appear 
from the latest news that President 
Putin may sign a decree recognizing the 
independence of the Donetsk and Luhansk 
People’s Republics, which should de-
escalate the situation. 

The regions held by rebels, there was no 
conflict, and with the Russian President 
due to give a speech imminently, these 

‘gains’ will be sufficient to ensure all sides 
can de-escalate the tensions.
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About those PMIs
Last night was all about the PMIs with 
Australia being the stand-out performer 
after the February release showed a 
huge jump in the services index after it 
surged to 56.4 from January’s 46.6. The 
manufacturing print also increased to 
57.6 from 55.1, which drove the overall 
composite index to 55.9 from 46.7 … and 
with Australia now open for vaccinated 
visitors, the outlook is suddenly looking 
very positive! That said, shortages of 
input materials and labour persisted as 
an issue for private sector firms. This has 
led to input prices continuing to increase 
sharply, while selling price inflation hit  
a record according to the survey. 

The Japanese Jibun Bank manufacturing 
PMIs for February contracted to 52.9 
from 55.4 in what was the index’s lowest 
manufacturing print for 5 months. The 
services also contracted to 42.7 from 47.6 
for its lowest print since May 2020, which 
meant the composite index contracted  
to 44.6 from 49.9!

In Europe, the UK PMIs surged to their 
strongest levels in 8 months after the 
composite index jumped to 60.2 in 
February from 54.2 in January. Output 
growth in the service sector at 60.8 
exceeded the manufacturing sectors 56.7, 
but in both cases, the rate of expansion 
accelerated sharply. Employment and 
new orders growth picked up, although 
input cost inflation accelerated again.  

Eurozone’s composite PMIs increased 
to 55.8 in February from January’s 52.3. 
Beating forecasts of 52.7 the services 
sector expanded to 55.8 from 51.1, 
although manufacturing growth eased 
slightly to 58.4 from 58.7. 

In other news, Federal Reserve Governor, 
Michelle Bowen, announced, “It’s ‘more than 
time’ for the Fed to begin normalizing. I expect 
a series of rate hikes with timing depending on 
data, although it is too early to say if 50 bps 
hike needed at March meeting.”

The Bundesbank, in its latest monthly 
report, is forecasting the German 
economy will likely shrink again in Q1  
as pandemic-related absences from work 
will likely dampen economic activity, 
however the economy should rebound in 
the spring. 

Average new home prices in China’s 70 
major cities rose for the first time since 
September after they gained 0.1% in the 
month of January and 2.3% for the year. 
The PBoC also left China’s loan prime  
rates unchanged at 3.70% and 4.60% for  
1 and 5 years.

Tensions in the Ukraine are in a balancing 
act, European and US equity markets spent 
the session trading in negative territory, 
while Russian stocks have slumped the 
most since the 2008 global financial crisis! 
Unsurprisingly, commodities surged again 
with gas up over 7.0% and oil 3.0% higher, 
while US 10 year yield was flat. Locally, the 
NZD and AUD will both open higher.  
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