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Market Review  
 
Benchmark 10-year US Treasury (UST) prices initially recovered in March, with yields tumbling by 22bps from 4.25% at end-February 
to touch 4.03% on the back of weaker US economic data, bolstering investors’ expectations for an earlier or more than anticipated 
US rate cuts this year. 10-year UST yields subsequently rose to 4.35% after US inflation data came in hotter than expected for a 
second consecutive month. US Fed officials unanimously decided to keep interest rates unchanged at 5.25%-5.50% at the March 
FOMC, and indicated that it may begin slowing the pace of quantitative tightening soon. US Fed Chairman Powell signaled that the 
first interest rate cut would likely be “at some point this year” and largely dismissed the recent uptick in inflation. UST prices rallied 
in response, pushing 10-year UST yields lower to end the month at 4.20% (m-o-m 5bps lower). Meanwhile, the UST yield curve bull 
flattened with the shorter 2-year yields unchanged m-o-m, 5-7 year yields dipped by 3-6bps while the longer 10-30-year yields fell by 
4-6bps. 
 
10-year UST yields plunged by 22bps from 4.25% at end-February to touch 4.03% in early March, amid weaker US manufacturing and 
services activity. US ISM manufacturing shrank further in February, from 49.1 in January to 47.8 (consensus 49.5), as new orders, 
prices paid and employment contracted. US ISM services dipped from 53.4 to 52.6 (consensus 53.0), mainly due to a slowdown in 
employment. In line with this, the final University of Michigan consumer sentiment dropped from 79.6 in January to 76.9 in February 
(consensus 79.6), highlighting a bleaker economic outlook as short-term (1-year) and long-term (5-10-year) inflation expectations 
stayed firm at 3.0% and 2.9% respectively. Meanwhile, the US jobs report was mixed. The ADP National Employment jumped from 
111,000 (revised higher from 107,000) in January to 140,000 (consensus 150,000) in February, led by leisure and hospitality, 
construction and trade and transportation. Nonfarm payrolls added 275,000 in February, beating consensus expectations of 200,000 
new jobs. However, data for January was revised lower from 353,000 to 229,000, indicating some softness in the labour market. 
Furthermore, the unemployment rate climbed from 3.7% in January to 3.9% in February (consensus 3.7%), marking a two-year high, 
while average hourly earnings moderated from 4.4% (revised lower from 4.5%) to 4.3% y-o-y (consensus 4.3%, m-o-m fell from 0.5% 
to 0.1% vs. consensus 0.2%). 
 
Subsequently, 10-year UST yields rose to touch 4.35%, following a second consecutive uptick in US inflation, further supporting the 
US Fed’s cautious approach in cutting interest rates. US headline CPI rose from 0.3% in January to 0.4% m-o-m in February (consensus 
0.4%, y-o-y up from 3.1% to 3.2% vs. consensus 3.1%), while core CPI remained sticky at 0.4% m-o-m (consensus 0.3%, y-o-y down 
from 3.9% to 3.8% vs. consensus 3.7%), as prices for used cars, air travel and clothes soared. Sentiment in the UST market was further 
dampened after US PPI (producer price index) jumped from 0.3% to 0.6% during the same period (consensus 0.3%), mainly attributed 
to higher fuel and food prices. The increase was the highest in six months, adding to signs of persistent inflation, and reinforcing 
recent remarks from several Fed members who advocated for patience before deciding to cut rates.  
 
In mid-March, 10-year UST yields fell to around 4.20% as sentiment was bolstered by an overall dovish tone at the FOMC meeting, 
where the committee unanimously voted to keep rates unchanged at 5.25%-5.50% and maintained their outlook for 75bp cuts this 
year. However, the US central bank revised its rate cut expectations for 2025 from 100bps in December 2023 to 70bps (i.e. from 3.6% 
to 3.9%), while changing its forecast for 2026 from 70bp cuts to 80bps. The committee also sharply revised up its 2024 GDP projection 
from 1.4% to 2.1% (2025: up from 1.8% to 2.0%). Meanwhile, headline PCE inflation forecast was unchanged at 2.4% for 2024 (2025: 
up from 2.1% to 2.2%), but core PCE inflation is expected to accelerate from 2.4% to 2.6% in 2024 (2025: unchanged at 2.2%). Despite 
this, Fed Chairman Powell struck a more dovish tone during his press conference, as he reassured that the recent hot CPI reports has 
not changed the Fed’s expectations that inflation is trending lower. Powell did not dismiss market expectations that the first rate cut 
may take place as early as May or June, if policymakers were to see “unexpected” deterioration in the labour market. He added that 
it will be appropriate to slow down the pace of quantitative tightening “fairly soon”, after policymakers held a discussion on their 
asset portfolio. 
 
Towards month-end, 10-year UST yields traded range-bound before settling at 4.20% (m-o-m 5bps lower, despite hawkish Fedspeak 
and mixed US economic data. Fed Governor Lisa Cook said the US central bank should take a cautious approach to lowering interest 
rates to allow more time for inflation to ease in some sectors of the economy. Fed Governor Christopher Waller concurred that there 
is no rush to cut rates, stressing that the recent strong economic data calls for delaying or reducing the number of cuts this year. 
Meanwhile, the US Fed’s preferred gauge of inflation cooled, despite a rebound in household spending. Headline PCE inflation ticked 
lower in February, from 0.4% (revised upwards from 0.3%) in January to 0.3% m-o-m (consensus 0.4%, y-o-y up from 2.4% to 2.5%, in 
line with consensus); while core PCE inflation eased from 0.5% (revised upwards from 0.4%) to 0.3% m-o-m (consensus 0.3%, y-o-y 
down from 2.9% to 2.8%, in line with consensus). 
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In March, Brent crude oil prices initially traded within a narrow range of USD 82-84/bbl, after OPEC+ maintained oil production cuts, 
in line with expectations. Subsequently, Brent prices soared in the second half of the month to reach USD 87.70/bbl, driven by 
concerns over oil supply deficit due to tensions in the Middle East and disruptions in the Red Sea, before settling at USD 87.48/bbl 
(m-o-m 4.62% higher). 
 
In the beginning of the month Brent prices were stable, mainly buoyed by OPEC+’s decision to extend oil production cuts of 2.2 million 
bpd until end-June, while Russia will cut supply by 471,000 bpd in 2Q24 (slightly lower than 500,000 bpd in 1Q24). Currently, OPEC+’s 
total pledged cuts amount to 5.86 million bpd (including 3.66 million bpd until end-2024), or 5.7% of global demand. OPEC also kept 
its oil demand projections for the next two years unchanged (2024: 2.2 million bpd growth, 2025: 1.8 million bpd growth), during its 
monthly meeting. However, the committee revised up its 2024 global GDP growth forecast slightly from 2.7% to 2.8%, citing strong 
performance from the US and India, despite acknowledging weaker performance from the Eurozone and Japan.  
 
Brent prices jumped in the second half of the month to touch USD 87.70/bbl, after the International Energy Agency (IEA) reversed its 
earlier projection of an oil supply surplus to a deficit. Global oil markets may face a supply deficit throughout 2024 according to the 
IEA, if OPEC+ continues its production cuts in the second half of the year. Furthermore, the IEA boosted projections for 2024 global 
oil demand growth by 110,000 bpd to 1.3 million bpd, on a stronger US economy outlook and the increased need for ship fuel, as 
vessels take longer routes to avoid Houthi attacks in the Red Sea. The amount of oil aboard ships at sea jumped to almost 1.9 million 
barrels at the end of February, as a result of the reroutes, marking its second highest level since the height of the Covid-19 pandemic. 
The IEA expects global oil demand to average a record 103.2 million bpd this year. 
 
Sentiment in the oil market was bolstered by growing concerns over heightened geopolitical risks, following news of Ukrainian drone 
attacks on several major Russian oil refineries. The attacks resulted in a sharp drop in Russia’s average daily oil refining rate by around 
400,000 bpd, the lowest in ten months. In addition, a Bloomberg survey estimates that between 480,000 and 900,000 bpd of Russia’s 
daily processing capacity has gone offline as a result of the attacks, driving Brent prices higher. Brent prices remained buoyed by 
expectations that global central banks will start cutting rates soon towards month-end, supporting industrial and consumer demand. 
Brent prices closed the month 4.62% higher from USD 83.62/bbl at end-February to USD 87.48/bbl at end-March, the highest level 
since October 2023. 
 

Fund Review  
 
The Fund outperformed the Dow Jones Sukuk index return by 28bps in March, with returns of 0.63% compared to the index return of 
0.35%. Sukuk prices staged some recovery in March in line with US Treasury movements, bolstered by Federal Reserve’s outlook of 
75bps rate cut this year. The overall fixed income market outlook remains positive, underpinned by expectations of future rate cuts. 
The primary Global Sukuk market remains active, with demand continued to be robust. Notable new sukuk issuance in March was Abu 
Dhabi’s sovereign wealth fund, Mubadala.  
 

Portfolio Outlook and Strategy 
 
The overall fixed income market outlook remains positive, albeit somewhat hampered by the timing of the eventual US Fed interest 
rate cut. According to a survey done by consulting firm Kearney, the Middle East is increasingly emerging as one of the most desirable 
locations for foreign investors looking to deploy capital, with the UAE and Saudi Arabia posting the biggest jumps in Kearney’s 2024 
Foreign Direct Investment Confidence Index. The UAE and Saudi Arabia climbed ten spots from 2023, to 8th and 14th respectively. 
In 2023, Saudi’s greenfield FDI more than doubled to USD28.8 billion, surpassing the previous peak of USD17.6 billion in 2018. The 
number of greenfield FDI projects reached a new record, increasing by 65% y-o-y to 359 projects.  
 
Meanwhile in the UAE, the non-oil sector now accounts for 73% of the economy, with non-oil trade jumping 12.6% y-o-y to AED3.5 
trillion (around USD953 billion), a new record high. Expanding services sectors in UAE include travel and tourism, information and 
communication technology, financial services and professional services, while major non-oil exports include gold, aluminum, jewelry, 
copper wire and ethylene polymers. In 2023, Dubai attracted 17.15 million international visitors, a 19% y-o-y increase and higher than 
the previous 2019 record of 16.73 million visitors. GCC countries’ credit rating profiles are expected to remain solid in the near to 
medium term. Similarly, the macroeconomic outlook in Asian countries such as Malaysia and Indonesia remain strong and improving, 
supported by their resilient fundamentals and relatively benign inflation.   
 
While the overall fixed income market outlook remains positive, the market may be subject to fluctuations amid lingering 
uncertainties. We will remain vigilant and continue to adopt a more defensive investment strategy through increased investments in 
sovereign sukuk. For corporate sukuk, we continue to prefer highly liquid, blue-chip government-related companies, utility companies, 
as well as those with strong financials and robust cash buffers, to enable a swift reaction to any changes in market sentiment or 
direction. 
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Risk Considerations 
 
Investing involves risk, including possible loss of principal. Past Performance does not guarantee future return.  All financial investments involve an element of risk. 
Therefore, the value of the investment and the income from it will vary and the initial investment amount cannot be guaranteed. 
 

Important Information 
 
This material covers general information only and does not take account of any investor’s investment objectives or financial situation and should not be construed as 
specific investment advice, a recommendation, or be relied on in any way as a guarantee, promise, forecast or prediction of future events regarding an investment or the 
markets in general. The opinions and predictions expressed are subject to change without prior notice. The information presented has been derived from sources believed 
to be accurate; however, we do not independently verify or guarantee its accuracy or validity. Any reference to a specific investment or security does not constitute a 
recommendation to buy, sell, or hold such investment or security, nor an indication that the investment manager or its affiliates has recommended a specific security for 
any client account. Subject to any contrary provisions of applicable law, the investment manager and its affiliates, and their officers, directors, employees, agents, disclaim 
any express or implied warranty of reliability or accuracy and any responsibility arising in any way (including by reason of negligence) for errors or omissions in the 
information or data provided.  
 
This material may contain ‘forward-looking’ information that is not purely historical in nature and may include, among other things, projections and forecasts. There is no 
guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.  
 
The interest rate used is a general economic indicator that will have an impact on the management of the Fund regardless whether it is a Shariah-compliant Fund or 
otherwise. It does not in any way suggest that the Fund will invest in conventional financial instruments. All the investments carried out for the Fund are in accordance 
with Shariah requirements. 
 
Proprietary model output is based upon certain assumptions that may change, are not guaranteed and should not be relied upon as a significant basis for an investment 
decision. Forecasts for each asset class can be conditional on economic scenarios; in the event a scenario comes to pass, actual returns could be significantly higher or lower 
than forecasted. Because of the inherent limitations of all models, potential investors should not rely exclusively on the model when making an investment decision. 
Forecasts of financial market trends that are based on current market conditions constitute our judgment and are subject to change without notice. 
Indices are unmanaged and do not consider fees, expenses and transaction costs are not available for direct investment. The information provided here is neither tax nor 
legal advice. Investors should speak to their tax professional for specific information regarding their tax situation.  
 
This material is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or 
regulation. 
 
This document is intent for use in:  
 
• The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission.  
 
• Germany, Austria and the Netherlands by Principal Global Investors (EU) Limited, Sobo Works, Windmill Lane, Dublin D02 K156, Ireland. Principal Global Investors (EU) 
Limited is regulated by the Central Bank of Ireland. For all other European countries, this document is issued by Principal Global Investors (Europe) Limited, Level 1, 1 
Wood Street, London, EC2V 7 JB, registered in England, No. 03819986, which is authorized and regulated by the Financial Conduct Authority (“FCA”). In Europe, this 
document is directed exclusively at Professional Clients and Eligible Counterparties and should not be relied upon by Retail Clients (all as defined by the MiFID). The 
contents of the document have been approved by the relevant entity. Clients that do not directly contract with Principal Global Investors (Europe) Limited (“PGIE”) or 
Principal Global Investors (EU) Limited (“PGI EU”) will not benefit from the protections offered by the rules and regulations of the Financial Conduct Authority or the 
Central Bank of Ireland, including those enacted under MiFID II. Further, where clients do contract with PGIE or PGI EU, PGIE or PGI EU may delegate management authority 
to affiliates that are not authorized and regulated within Europe and in any such case, the client may not benefit from all protections offered by the rules and regulations 
of the Financial Conduct Authority ,or the Central Bank of Ireland. 
 
• In Dubai by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and authorized by the Dubai Financial Services Authority as a 
representative office and is delivered on an individual basis to the recipient and should not be passed on or otherwise distributed by the recipient to any other person or 
organization. This document is intended for sophisticated institutional and professional investors only.  
 
• Singapore by Principal Global Investors (Singapore)Limited (ACRAReg.No.199603735H), which is regulated by the Monetary Authority of Singapore and is directed 
exclusively at institutional investors as defined by the Securities and Futures Act (Chapter 289). This advertisement or publication has not been reviewed by the Monetary 
Authority of Singapore.  
 
• Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the Australian Securities and Investments 
Commission. This document is intended for sophisticated institutional investors only.  
 
• Switzerland by Principal Global Investors (Switzerland) GmbH.  
 
• Hong Kong SAR (China) by Principal Global Investors (Hong Kong) Limited, which is regulated by the Securities and Futures Commission and is directed exclusively at 
professional investors as defined by the Securities and Futures Ordinance. 
  
• Other APAC Countries, this material is issued for institutional investors only (or professional/sophisticated/qualified investors, as such term may apply in local 
jurisdictions) and is delivered on an individual basis to the recipient and should not be passed on, used by any person or entity in any jurisdiction or country where such 
distribution or use would be contrary to local law or regulation.  
 
• India by Principal Asset Management Private Limited (PAMC). PAMC offers only the units of the schemes of Principal Mutual Fund, a mutual fund registered with SEBI. 
 
© 2024 Principal Financial Services, Inc. Principal, Principal and symbol design and Principal Financial Group are registered trademarks and service marks of Principal 
Financial Services, Inc., a Principal Financial Group company. Principal Global Investors leads global asset management at Principal®. Principal Global Asset Allocation is a 
specialized investment management group within Principal Global Investors. 
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Disclosures 
 
The information in this document has been derived from sources believed to be accurate. It contains general information only on investment matters and should not be 
considered as a comprehensive statement on any matter and should not be relied upon as such. The information it contains does not take account of any investor's 
investment objectives, particular needs or financial situation. You should consider whether an investment fits your investment objectives, particular needs and financial 
situation before making any investment decision. 
 
The data presented is for information purposes only and is not a recommendation to buy or sell any securities or adopt any investment strategy. This material is not intended 
to be relied upon as a forecast, research, or investment advice regarding a particular investment or the markets in general, nor is it intended to predict or depict performance 
of any investment.  
 
All expressions of opinion and estimates in this report are subject to change without notice. This report is not intended to be, nor should it be relied upon in any way as a 
forecast or guarantee of future events or investment advice regarding a particular investment or the markets in general. 
 
Persons wishing to rely upon this information should consult directly with the source of information or obtain professional advice.      
 
All figures shown in this document are in US dollars unless otherwise noted. The information in this document has been derived from sources believed to be accurate as at  
31 March 2024. This advertisement had not been reviewed by the Securities Commission Malaysia. 


