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Choppy trading, BoE cuts rates

Yesterday, saw volatile trading conditions on nervous financial
markets, highlighting the heightened sensitivity of sentiment to
Coronavirus related newsflow. This was reflected in equity markets
experiencing a number of directional changes on the day. Rising
expectations of significant stimulus efforts (fiscal and monetary) to
combat the economic challenges from the Coronavirus saw some
improvement in investor sentiment to start the day. However, this
faded over the course of the European session.

As a result, the main European indices finished the day in negative
territory, with the Euro Stoxx 50 down 1.7%. However, a further
bout of optimism on Wall Street later in the day helped the S&P
500 to eventually finish the day up 5%. However, overnight, risk
aversion has dominated with the Nikkei falling 2.3%. It has been a
similar story on bond markets with yields jumping around the place
in nervous trading. Yields initially rose before falling again.

On the currency front, sterling found itself on the defensive for
much of yesterday. This has gained some further momentum on
the breaking news that the Bank of England has cut interest rates
by 50bps to 0.25%, as well as introducing a new funding scheme
for UK SMEs in an out-of-course meeting. EUR/GBP has moved up
above the 88p level. Meanwhile, cable (GBP/USD) has fallen below
the $1.29 mark. Elsewhere, EUR/USD remains within the $1.13-1.14
trading band.

Today, market attention will remain centred on Coronavirus
developments and efforts to mitigate its impact. As a result, it is
likely that volatility will continue to be a key feature of markets. In
terms of scheduled events, a BoE press conference and the UK
budget for 2020 provides some headline risk for sterling.

John Fahey, Senior Economist, AIB
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Opening Levels
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