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World markets review  — February 2026 
 
Equities 

Global equities closed slightly higher. Japan stood out, with the country’s stocks surging in the aftermath of 

Prime Minister Sanae Takaichi’s snap election win and given her pledges of further fiscal expansion. European 

stocks made good gains amid generally positive investor sentiment on the region. Conversely, U.S. equities slid 

amid increased caution around the outlook and weakness in growth stocks. Chinese stocks lost ground amid 

concerns on the domestic economy. Trade uncertainty and geopolitical risks increased toward month end amid 

military developments in the Middle East. February CBOE Volatility Index (VIX) futures closed at 20.6, up 8.4% 

month on month (a reading above 20 is widely viewed as an indicator of elevated market volatility). 

Most MSCI All Country World Index (ACWI) sectors rose over the month. Materials, utilities and energy led, 

while communication services, consumer discretionary and information technology were among the weakest. 

    Feb 2026     YTD 2026 

Equity index returns (%)  U.S. Local   U.S. Local 
    dollar  currency     dollar currency 

S&P 500   -0.8 -0.8     0.7 0.7 

MSCI ACWI   1.3 1.4     4.3 3.9 

MSCI ACWI ex USA   5.0 5.4     11.3 10.3 

MSCI World   0.7 1.0     3.0 2.7 

MSCI Emerging Markets   5.5 5.0     14.8 14.2 

MSCI EAFE   4.6 5.5     10.1 8.8 

MSCI Europe   3.3 4.3     7.9 6.9 

MSCI Pacific   7.6 8.1     14.8 12.9 

Source: RIMES.               
 

Fixed income 

Global bonds rose. U.S. 10-year Treasury yields fell 30 basis points (bps) to 3.94% while German and French 

10-year government bond yields slid 20 bps to 2.64% and 21 bps to 3.22%, respectively. U.K. 10-year gilt yields 

dropped by 29 bps to 4.23%. Japanese 10-year government bond yields slid 13 bps to 2.11%. Global corporate 

debt returns lagged the sovereign market, with the high-yield segment behind investment grade corporate bonds. 

In foreign exchange markets, the U.S. Dollar Index rose 0.6%. The euro, Japanese yen and British pound lost 

0.8%, 1.2% and 2.0% versus the dollar, respectively. Emerging market currencies were mixed against the dollar. 

Fixed income index returns (%) Feb YTD   Exchange rates Feb YTD 

  2026 2026   (% change vs. USD) 2026 2026 

Bloomberg U.S. Aggregate 1.6 1.7   Euro -0.8 0.5 

Bloomberg Global Aggregate 1.1 2.1   Japanese yen -1.2 0.4 

Bloomberg U.S. Corp IG 1.3 1.5   British pound -2.0 -0.0 

Bloomberg U.S. Corp HY 0.2 0.7   Canadian dollar -0.7 0.5 

JPM EMBI Global Diversified 1.4 2.1   Australian dollar 1.7 6.9 

JPM GBI-EM Global Diversified 1.3 3.5   Swiss franc 0.1 3.0 

Source: RIMES. Returns are in USD.             
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North America 

U.S. equities slid against increased caution around the outlook and weakness for growth stocks, including many 

tech and software names. The month brought renewed trade uncertainty and escalating geopolitical tensions. The 

U.S. Supreme Court ruled that the Trump administration’s emergency tariffs were illegal, yet President Donald 

Trump responded by announcing a fresh round of interim tariffs. Meanwhile, rising tensions with Iran culminated 

in military developments involving the U.S. and Israel. Defensive sectors were ahead of cyclical areas, while value 

stocks outpaced growth names. The S&P 500 and Nasdaq returned -0.8% and -3.3%, respectively. 

S&P 500 sector returns were mixed. Consumer discretionary, communication services, information technology 

and financials were the weakest sectors. Shares of Amazon fell after it projected a sharp increase in capital 

expenditure over 2026 to build out AI infrastructure, stoking concerns around its near-term free cash flow and 

earnings outlook. 

Utilities, energy and materials were the strongest sectors. Shares of ExxonMobil advanced amid a rise in 

crude oil prices and increased geopolitical fears in the lead up to the U.S. strikes against Iran at month end. 

U.S. headline inflation fell below forecasts to 2.4% in January from the 2.7% of the prior two months, driven by 

base effects and a decline in energy prices. Nonetheless, minutes from the Federal Reserve’s (Fed) January 

policy meeting showed several of its rate-setting committee members were concerned about the inflation outlook 

and the progress towards meeting the Fed’s 2% inflation target. The Core PCE price index, the Fed’s preferred 

inflation gauge, firmed to 3.0% in December from November’s 2.8%, with the PCE data prints still being delayed 

due to the prior government shutdown. Fed officials also pointed to signs that the U.S. labor market was 

stabilising following recent weakness. 

U.S. economic growth slowed sharply in the fourth quarter, down to 1.4% versus the prior quarter’s 4.4% pace 

of expansion. Growth in consumer spending decelerated and exports fell, while government spending and 

investment dropped substantially due to government shutdown. Separately, the S&P Global U.S. Composite PMI 

eased to 51.9 in February from January’s 53.0, suggesting a slowdown in growth across both manufacturing and 

services. However, monthly data suggested some improvement for the U.S. labor market, with January U.S. 

nonfarm payrolls showing 130,000 jobs were created versus December’s 48,000, and well ahead of economists’ 

forecasts. The unemployment rate also dipped to 4.3% in January from 4.4% in the prior month.  

U.S. bonds made gains, with the Bloomberg U.S. Aggregate Index returning 1.64%. U.S. 10-year Treasury 

yields dropped 30 bps to 3.94% while 2-year Treasury yields were down 15 bps to 3.38%. In U.S. credit markets, 

investment grade (rated BBB/Baa and above) outpaced high yield. Spreads to Treasuries widened by 11 bps and 

26 bps for investment grade bonds and high yield debt, respectively. 
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Europe 

European stocks closed higher, supported by strong inflows and generally positive investor sentiment towards 

the region. January’s eurozone inflation reading was significantly down, versus the prior month, while survey data 

for February highlighted an acceleration in private sector growth momentum for the bloc. In terms of sectors, real 

estate, communication services and consumer staples were the strongest, while financials, consumer 

discretionary and information technology lagged. 

Eurozone inflation fell to 1.7% in January from December’s 2.0%, substantially below the European Central 
Bank’s (ECB) target and the lowest since September 2024. It came amid strength in the euro, a slowdown in 
services inflation and a drop in energy prices. In line with market forecasts, the ECB left its deposit facility rate on 
hold at 2.0% following its February meeting. Although it said the eurozone economy appeared resilient, the bank 
warned of an uncertain outlook amid global trade and geopolitical tensions. Reports claimed Christine Lagarde 
would leave her role as ECB president prior to the expiry of her eight-year term to give French President 
Emmanuel Macron and German Chancellor Friedrich Merz time to choose her successor. 
 
Private sector growth in the eurozone accelerated in February, with the Hamburg Commercial Bank (HCOB) 
Eurozone Purchasing Managers’ Index rising to 51.9 from January’s 51.3. It marked the fastest growth in activity 
since November as the manufacturing sector edged into growth territory and momentum in the services sector 
improved. Although business confidence eased, sentiment around the outlook was at its second highest in 21 
months.  

 
Germany’s ZEW Indicator of Economic Sentiment fell to 58.3 in February from January’s 59.6, trailing market 

forecasts. ZEW pointed to a deterioration in sentiment within the banking, information technology and insurance 

sectors. It nevertheless highlighted an improvement in sentiment for export-orientated sectors such as mechanical 

engineering. Separately, the HCOB Germany Composite PMI increased above estimates to 53.2 in February from 

January’s 52.1, with German business activity reaching a four-month high as momentum improved in both 

manufacturing and services. 

U.K. equities made gains. U.K. inflation fell to 3.0% in January from December’s 3.4% as transport and food 

price inflation slowed. Despite the Bank of England opting to keep U.K. interest rates on hold in February, hopes 

grew that the central bank would cut rates in March. The U.K. economy grew 0.1% in the fourth quarter, in line 

with the prior quarter’s pace but lagging economists’ forecasts. 

European bonds rose. German and French 10-year government bond yields were down by 20 bps to 2.64% and 

21 bps to 3.22%, respectively. Spanish and Italian 10-year yields fell 15 bps to 3.06% and 19 bps to 3.27%, 

respectively. U.K. 10-year gilt yields shed 29 bps to 4.23%. 
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Asia-Pacific  

Japanese equities rallied after Prime Minister Sanae Takaichi secured a landslide election victory. It followed 

her campaign pledges of further fiscal expansion through tax cuts and increased spending. In terms of MSCI 

Japan Index sectors, real estate, materials and utilities led, with double-digit gains. In sharp contrast, 

communication services was the only sector in negative territory. The yen lost 1.2% versus the dollar. 

Japanese headline inflation fell to 1.5% in January from December’s 2.1%, the lowest reading since March 

2022. Food price inflation dropped sharply while energy prices continued to decline. Japan’s core consumer 

inflation, excluding fresh food but including energy, slowed to 2.0% from December’s 2.4%. Nevertheless, 

Japanese services prices rose by 2.6% in January, in line with the prior month’s pace, as wage inflation continued 

to buoy price levels in the sector. Hot on the heels of her February election victory, Prime Minister Sanae Takaichi 

nominated two relatively dovish academics to join the Bank of Japan’s nine-member rate-setting committee.  

Japan’s economy grew 0.1% in the fourth quarter versus the prior quarter’s 0.7% contraction, helped by a 

recovery in business investment. This was despite growth in private consumption decelerating amid elevated food 

price inflation. The S&P Global Japan Composite PMI edged up to 53.9 in February from January’s 53.1, helped 

by stronger growth in both manufacturing and services. Business confidence rose to a 15-month high in the 

aftermath of Sanae Takaichi’s sweeping election win. 

Hong Kong stocks rose. The Hong Kong economy expanded by 1% in the fourth quarter, accelerating from the 

0.9% growth pace of the prior quarter. 

Singapore equities closed modestly higher. The S&P Global Singapore PMI strengthened to 59.2 in February 

from January’s 56.8, marking the second fastest pace on record. 

Australian equities rallied amid general strength for resources and banking stocks. The Reserve Bank of 

Australia (RBA) hiked its cash rate by 25 bps to 3.85%, the bank’s first increase since November 2023, against 

the backdrop of persistent price pressures and a tight labor market. Australian inflation was at 3.8% in January, 

unchanged from the prior month and above the RBA’s 2–3% target. 
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Emerging markets 

Emerging markets (EM) equities made good gains. Brazilian stocks continued to benefit from strong inflows 

from foreign investors. Indian stocks also rose, with investor sentiment buoyed by a U.S.-India trade framework 

agreement. Chinese stocks were nevertheless lower amid worries on the domestic economy. 

Chinese stocks fell. Speculation mounted that China would set a lower range for its 2026 growth target following 

announcements of year-over-year reductions in the targets of many Chinese provinces. Separately, Chinese new 

home prices across 70 cities were down 3.1% year over year in January versus a 2.7% decline the prior month. 

Meanwhile, Chinese inflation dropped abruptly to just 0.2% in January from December’s 0.8%. In response to 

recent appreciation for the renminbi, the People’s Bank of China (PBoC) scrapped a reserve requirement on 

forward contracts selling the currency. 

Indian equities closed higher. The U.S. and India struck a framework trade agreement in a sign of easing trade 

tensions between the two countries. India’s private sector activity strengthened in February, with the HSBC India 

Composite PMI rising to 58.9 from January’s 58.4. 

Latin American equities rose. Brazilian stocks advanced amid continuing strong inflows from foreign investors. 

The S&P Global Composite PMI for Brazil rose to 51.3 in February 2026 from 49.9 in the prior month, given 

renewed growth in the country's private sector. 

Emerging markets debt (EMD) closed higher, with local currency EMD (returns in U.S. dollars) and hard 

currency EMD delivering positive returns. Brazilian bonds made gains. Despite Brazil’s central bank maintaining 

the Selic rate at 15%, there were continuing hopes that it would begin rate cuts in March. South African debt also 

advanced, supported by forecasts of rate reductions from the South African Reserve Bank. 

 

February 2026 total returns (%)              

        USD Local Local Exchange 

      debt debt debt rate 

Equity indexes (USD)   Fixed income / currency (USD) (USD) (Local) (vs. USD) 

MSCI Emerging Markets 5.5   JPM EMBI Global Div 1.4 — — — 

MSCI Korea 22.0   JPM GBI-EM Global Div — 1.3 0.7 — 

MSCI Thailand 20.5   Brazil 1.8 3.1 1.0 2.1 

MSCI Taiwan 12.8   China 1.1 1.5 0.2 1.4 

MSCI South Africa 9.6   Indonesia 1.2 0.5 0.3 0.1 

MSCI Mexico 7.1   Malaysia 2.0 1.6 0.3 1.3 

MSCI Brazil 3.9   Mexico 1.8 2.5 1.7 0.8 

MSCI India 1.4   Poland 2.3 -0.3 0.8 -1.0 

MSCI Saudi Arabia -5.6   South Africa 2.0 2.6 1.8 0.8 

MSCI China -5.8   Turkey 0.8 -0.5 0.5 -1.0 

Source: RIMES.               
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The statements expressed herein are as of the date published, are subject to change at any time based on market or other conditions and are 
based on information from sources believed to be reliable. This publication is intended merely to highlight issues and is not intended to be 
comprehensive or to provide advice. Permission is given for personal use only. Any reproduction, modification, distribution, transmission or 
republication of the content, in part or in full, is prohibited. 

Certain market indexes are unmanaged and, therefore, have no expenses. Investors cannot invest directly in an index. 

Unless otherwise noted, all returns are in U.S. dollars and assume the reinvestment of dividends. Country stock returns are based on MSCI 
indexes. 

Bond ratings, which typically range from AAA/Aaa (highest) to D (lowest), are assigned by credit rating agencies such as Standard & Poor's, 
Moody's and/or Fitch, as an indication of an issuer's creditworthiness. 

Bloomberg indexes are unmanaged, and results include reinvested dividends and/or distributions but do not reflect the effect of sales charges, 
commissions, account fees, expenses or U.S. federal income taxes. Bloomberg U.S. Aggregate Index represents the U.S. investment-grade 
fixed-rate bond market. Bloomberg Global Aggregate Index represents the global investment-grade fixed income markets. Bloomberg U.S. 
Corporate Investment Grade Index represents the universe of investment grade, publicly issued U.S. corporate and specified foreign 
debentures and secured notes that meet the specified maturity, liquidity, and quality requirements. The Bloomberg U.S. Corporate High 
Yield Bond Index measures the U.S. dollar-denominated, high yield, fixed-rate corporate bond market. U.S. Dollar Index is a market index 
benchmark used to measure the value of the U.S. dollar relative to other widely traded international currencies. 

The CBOE Volatility Index is a calculation designed to produce a measure of constant, 30-day expected volatility of the U.S. stock market, 
derived from real-time mid-quote prices of S&P 500 Index call and put options. 

The Core Personal Consumption Expenditures (PCE) Price Index is a measure of prices paid for U.S. goods and services, excluding food and 
energy. 

S&P Global purchasing manager indexes (PMIs) track business trends across both manufacturing and service sectors for various countries. 
The indexes are based on data collected from companies and follow variables such as sales, new orders, employment, inventories and prices. 
The S&P Global U.S. Composite Purchasing Managers’ Index and the S&P Global Singapore PMI provide similar information for the 
United States and Singapore, respectively. The S&P Global Japan Composite PMI provides similar information about Japan. 

The HSBC India Composite PMI measures private sector activity in India based on a survey of manufacturers and service providers. The 
Hamburg Commercial Bank (HCOB) Eurozone Purchasing Managers’ Index measures private sector economic activity in the euro area, 
based on a survey of companies in the euro area manufacturing and service sectors. The HCOB Germany Composite PMI provides similar 
information for Germany. 

The ZEW Indicator of Economic Sentiment measures the level of optimism that analysts have about the expected economic developments in 
Germany over the next six months. 

J.P. Morgan Emerging Markets Bond Index (EMBI) Global Diversified and related country-specific indexes track total returns for U.S. 
dollar-denominated debt instruments issued by emerging market sovereign and quasi-sovereign entities: Brady bonds, loans, eurobonds. 
J.P. Morgan Government Bond Index – Emerging Markets (GBI-EM) Global Diversified and related country-specific indexes cover the 
universe of regularly traded, liquid fixed-rate, domestic currency emerging market government bonds to which international investors can 
gain exposure. 

MSCI indexes are free-float-adjusted, market-capitalization weighted indexes. Developed market index results reflect dividends net of 
withholding taxes. Emerging market index results reflect dividends gross of withholding taxes through December 31, 2000, and dividends net 
of withholding taxes thereafter. Each index is unmanaged, and its results include reinvested dividends and/or distributions but do not reflect 
the effect of sales charges, commissions, account fees, expenses or U.S. federal income taxes. MSCI All Country World Index (ACWI) is 
designed to measure results of more than 40 developed and emerging equity markets. MSCI All Country World (ACWI) ex USA Index is 
designed to measure equity market results in the global developed and emerging markets, excluding the United States. MSCI EAFE® 
(Europe, Australasia, Far East) Index is designed to measure developed equity market results, excluding the United States and Canada. 
MSCI Emerging Markets Index is a free-float-adjusted market-capitalization-weighted index designed to measure equity market results in 
more than 20 global emerging markets. Individual emerging markets listed herein represent a subset of the MSCI Emerging Markets Index. 
MSCI Europe Index is designed to measure developed equity market results across 15 developed countries in Europe. MSCI Pacific Index is 
designed to measure the equity market performance of the developed markets in the Pacific region. It consists of Japan, Australia, Hong 
Kong, New Zealand and Singapore. MSCI World Index is designed to measure equity market results of developed markets. The index 
consists of more than 20 developed-market country indexes, including the United States. MSCI Japan Index is designed to measure equity 
market performance in Japan. 

Nasdaq Composite Index is a broad-based market-capitalization-weighted index that measures all domestic and international-based common- 
type stocks listed on The Nasdaq Stock Market. 

S&P 500 Index is a market-capitalization-weighted index based on the results of 500 widely held common stocks. This index is unmanaged, 
and its results include reinvested dividends and/or distributions but do not reflect the effect of sales charges, commissions, account fees, 
expenses or U.S. federal income taxes. 

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates 
(collectively “Bloomberg”). Bloomberg or Bloomberg’s licensors own all proprietary rights in the Bloomberg Indices. Neither Bloomberg nor 
Bloomberg’s licensors approves or endorses this material, or guarantees the accuracy or completeness of any information herein, or makes 
any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any 
liability or responsibility for injury or damages arising in connection therewith. 

This report, and any product, index or fund referred to herein, is not sponsored, endorsed or promoted in any way by J.P. Morgan or any of its 
affiliates who provide no warranties whatsoever, express or implied, and shall have no liability to any prospective investor, in connection with 
this report.  

Source: MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may 
not be used as a basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to 
constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on 
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as such. Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or 
prediction. The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of 
this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI 
information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, 
accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. 
Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, 
consequential (including, without limitation, lost profits) or any other damages. (msci.com) 

The S&P 500 (“Index”) is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by Capital Group. 
Copyright © 2026 S&P Dow Jones Indices LLC, a division of S&P Global, and/or its affiliates. All rights reserved. Redistribution or reproduction 
in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. 
 
Capital Client Group, Inc. 
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