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Traumatic Thursday

Fresh announcements on restriction measures to halt the spread of
the coronavirus pummelled equity markets yesterday. The FTSE
100 fell by 10.9%, its worst daily performance since Black Monday
in 1987. Similarly, the Euro Stoxx 50 dropped by 12.4%. In the US,
the S&P 500 entered bear market territory. At the close on Wall
Street, the index was down by 9.5%. Overnight, while markets rose
from their lows, they finished down, with the Nikkei losing 6.1%.

On the monetary policy front, the ECB disappointed markets with
its stimulus package. While the terms of the TLTRO 3 programme
were eased considerably, the deposit rate was left unchanged at -
0.5% and the increase in the central bank’s QE programme was
less than had been anticipated. Rate cut expectations have been
scaled back as a result, while periphery bond yields have risen.

Meantime, the Fed indicated that it will restart QE-type purchases.
The central bank will buy $60bn of Treasuries across the curve in
the next month. This may continue indefinitely. Sizeable liquidity
injections were also introduced. However, the announcement
prompted only a temporary respite in the sell-off in US equities.

FX-wise, the US currency has seen buying over the past 24 hours in
the volatile trading environment amid reports of strong demand for
dollar funding. EUR/USD has moved back below the $1.12 level,
while GBP/USD is operating down near $1.255 mark. Sterling
weakness sees EUR/GBP trading up at 89p.

Today, we expect another volatile of action on financial markets.
Investors will remain alert to coronavirus related headlines and
efforts to counteract its spread. On currency markets, attention
may remain focussed on dollar funding conditions.

Conor Beakey, Economist, AIB
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Euro Sterling Dollar
EUR/GBP 0.8895 GBP/EUR 11237 USD/JPY 105.6
EUR/USD 11189 GBP/USD 1.2575 USD/CAD 1.3859
EUR/JPY 118.19 GBP/CAD 17432 USD/CHF 0.9435
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EUR/DKK 7.4728 GBP/JPY 132.82 USD/BRL 4.791
EUR/NOK 11.2701 GBP/SEK 12.2061 USD/RUB 73.4152
EUR/CHF 1.056 GBP/DKK 8.3976 USD/INR 73.92
EUR/AUD 17777 GBP/NOK 12.6652
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