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Alpha Access Monthly: February 2025
Mar 3rd 2025

At the macro-level we have observed a re-setting of growth expectations, declining consumer sentiment,
and a jump upwards in inflation expectations as the US exceptionalism thesis has come under pressure.
With DOGE looking to lay off government workers putting upward pressure on unemployment, and
imposing tariffs likely increases prices and lowers demand for foreign goods. Combined these have incurred
a temporary shock to the US economy. How significant the impact of these policies will be on the economy
depends on the magnitude and duration of each, as well as the political noise around each. Uncertainty is
rife, and this is likely what contributed to the weakness in the ‘soft” data, with the Atlanta GDP Nowcast
abruptly turning negative. There is a strong partisan element to some of these consumer surveys, for
example the Michigan survey swung negative given Democrats pessimism of the Trump presidency. We
are watching the hard data to see if and how much of this follows through. In markets, US 10Y yields are
almost 60bps lower since mid-January and 5Y real rates were 30bps lower on the month, whilst other curves
holding steady, below. The USD moved downwards, with USDJPY -4.56 for the month.

The growth scare was felt also at the thematic level in equities with US cyclicals vs. defensives coming off,

having previously jumped up on the US election result.

Price action was volatile at the factor level, with Momentum unwinding and Low Beta/Realized Volatility
turning sharply downwards; contributing to this was the retail demand for high velocity stocks falling.

Hedge funds experienced an unwind, post the release of 13Fs in the middle of the month.

At the single-stock level, doubts over the near-term durability of Al spend post stories of MSFT curtailing
data centre spend abounded. Towards month-end, NVDA posted its worst 1 day earnings reaction since
2022 despite a strong Blackwell ramp and solid Q1 guide. The General has, once again, provided a
bellwether for the market as the datapoints remain decent, but price action was poor. In the short-term
technicals rule over fundamentals, especially where higher velocity trading is concerned. Overall Q4
earnings were strong, but forward guidance was mixed, with certain sectors, such as Autos and Consumers
providing negative guidance. Credit markets were much more resilient, with valuations remaining fairly

tight and credit technicals very strong.

There was a resurgence in interest and activity in two of the most out of favour areas of the market: China
and Europe. In Europe, equities continued to outperform the US with DAX +3.77% and SX5E +3.34%.
Part of this is the resilience in earnings growth, turning upwards relative to global peers, but also the
potential resolution of the Ukraine-Russia conflict boosting sentiment. This was felt most in the

Commodities market with EU Nat Gas moving down almost €20 intra-month in the front-month contract.
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Fiscal loosening through a combination of limited reform of the debt brake, one of the key issues in the
German election held during the month, and an increase in military spending resulted in growth being

upgraded. Though, as ever this was partially offset by the potential for tariffs.



