Morning Comment

AIB Treasury Economic Research Unit

Manic Monday

It was a Monday to remember on markets for all the wrong
reasons. The sell-off on equity markets gained further momentum
as investors concerns escalated. This was against the backdrop of
Coronavirus uncertainty (as Italy introduced a major quarantine
zone) and plummeting oil prices (amid the lack of agreement
between Russia and Saudi Arabia on production levels).

The sharp falls on equity markets were widespread across all the
main global indices. On this side of the Atlantic, the Euro Stoxx 50
and FTSE 100 dropped by 8.5% and 7.7%, with both indices
entering into bear market territory. At the close on Wall Street last
night, the S&P 500 was down by 7.6% on the day. Overnight, there
has been some respite, with the Nikkei up a modest 0.9%.

The action on bond markets was also volatile. 10-year US Treasury
yields fell yesterday to a new record low of 0.32% before rising
higher as the day progressed. The yield is at 0.65% this morning.

In contrast, the moves on currency markets over the past 24 hours
have been more muted. After coming into the day very much on
the back foot, the dollar has managed to stabilise somewhat.

EUR/USD has held below the $1.15 level, which represents the
upper end of its trading range over the past 14 months. The pair
opens near the midpoint of $1.13-1.14. Meanwhile, GBP/USD is
trading within the $1.30-1.31 band. Elsewhere EUR/GBP continues
to change hands near to the 87p threshold.

Today, investor sentiment is likely to remain extremely reactive to
Coronavirus newsflow. As a result, it could be another volatile
session.

John Fahey, Senior Economist, AIB
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