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Sterling at multi-decade lows

Overnight, in an emergency meeting the ECB announced a €750bn
increase in its QE programme in response to considerable stress in
Eurozone financial markets. The asset purchases will run until end
2020 and are in addition to the €120bn package announced last
week. Crucially, Greece will be included in the programme (spreads
have widened considerably there), buying limits will be reassessed
and the range of eligible assets has been expanded.

The moves have helped Eurozone core-periphery spreads narrow
overnight. The most sizeable move has been in Italian debt, where
spreads narrowed by circa 100bps. Elsewhere, a ‘dash for cash’ has
continued to weigh on sovereigns. UK and US 10-year yields have
risen by 30 and 20bps, respectively, in the past 24 hours.

On FX markets, sterling was trounced yesterday, with GBP/USD
falling from $1.21 to below $1.16, a 35 year low. At the same time,
EUR/GBP has broken through the 93p barrier and opens above
94p. Concerns about the government’'s approach to the
coronavirus crisis and the size of the UK’s current account deficit
have weighed heavily on sterling. Meanwhile, the dollar continues
to make ground as the world’s most liquid currency remains in high
demand, with EUR/USD down near $1.09.

For equities, it was another down session. The main European and
US indices fell by between 4-6%, while the Nikkei lost a more
modest 1% in overnight trading. Meanwhile, oil prices dropped by
a sharp 9%, with Brent crude opening down below $26 a barrel.

Turning to the day ahead, it will remain the case that markets will
remain focussed on the coronavirus and efforts to mitigate its
impact. Against this backdrop, volatility will continue to dominate.
Conor Beakey, Economist, AIB
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