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Equities make good gains

The action on markets yesterday was characterised by an
improvement in risk appetite. This was very much evident on
equity markets. The main global indices registered very good gains,
with the S&P 500 up over 9%. Sentiment was supported by
expectations, which later proved well founded, that agreement
would be reached in the US Congress on a massive (c. $2tn) fiscal
stimulus package. This, combined with the previous day’s US Fed
news of unlimited QE, helped to ease concerns somewhat.

Meanwhile, on bond markets, there were signs yesterday of less
volatility, with sovereign yields moving in a narrower range. Yields
did trade higher though, possibly reflecting the impact of the raft
of fiscal expenditure plans from the major economies, as well as
the more positive tone to risk appetite.

On the currency front, sterling has recovered some ground. EUR/
GBP has moved back below the 92p mark, while GBP/USD has
regained the $1.18 handle. Meanwhile, EUR/USD has edged back
up into $1.08 territory. Elsewhere, the less risk averse mood has
coincided with some yen weakness.

One other thing to note over the past 24 hours was the release of
the flash PMIs for March from the likes of the US, Eurozone and
UK. This survey data provided some early insight into what impact
the coronavirus is having on the global economy. The data, as
expected, confirmed the virus/related restrictions is acting as a
severe drag on these economies.

Today, it will be interesting to see if yesterday’s improvement in
risk appetite is sustained for a second consecutive trading session.
In these regard, the Nikkei was up 8% in overnight trading.

John Fahey, Senior Economist, AIB
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