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Inflation concerns intensify

The “risk-off” mood on markets gathered further momentum yesterday, as the
conflict in the Middle East showed no signs of de-escalating. Fears of a
protracted regional war, which could contribute to a resurgence in global
inflationary pressures intensified. Brent crude gained a further 4.5% (albeit, it
is off its peak), in volatile trading conditions, meaning it is currently near to
S84 per barrel. European natural gas prices also rose sharply.

Data-wise, stronger than anticipated price pressures in the Eurozone also
added to investors concerns. The flash reading of HICP inflation printed above
the consensus in February, with both the headline and core rates rising to
1.9% and 2.3% (vs. 1.7% & 2.2% f’cast). Against this backdrop, market rate
expectations firmed across the board yesterday. Current pricing indicates that
the market now sees around a 20% chance the ECB hikes rates in 2026.
Meantime, a rate cut in the US and the UK is now not priced-in until
September, with just one cut currently expected in the UK this year.
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Amid the risk averse tone to investor sentiment and the hardening in interest 08 \ /\I\
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nosedived by 3.6%, the FTSE 100 fell by 2.7%. Elsewhere, the dollar remained
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indicated that the US would provide guarantees for shipping through the Strait
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