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As we have alluded to in recent Daily Updates, market focus over the next week
or so will remain firmly on any developments in Ukraine with regard to the
advancement of Russian troops. It is extremely difficult to predict what Russia's
next move will be, the invasion so far has been conducted on three fronts: from
the North at the Ukraine-Belarus border, from the Eastern border with Russia,
and from the South in the previously-annexed Crimea.
Last night US President Joe Biden eased some market fears when he confirmed
that the United States has no plans to place troops on the ground in Ukraine
and declare war on Russia. We do note that if Putin decides to send Russian
forces further west and into a NATO country, all bets are off. Under NATO's
article 5, the alliance is obliged to come to the defence of any member state
that comes under attack. NATO includes nations in the broad region such as
Poland, Romania, Slovakia, and the three Baltic states.
The latest reports on Friday morning suggest that some Russian agents are
already on the ground in Kyiv. Missiles have hit the capital today, leading to
Ukrainian President Zelenskiy to plead with the international community to do
more. 
This ongoing situation has led some market commentators to speculate about
the possibility for a less hawkish Federal Reserve in March. Fed officials, who are
still eager to begin the rate hiking cycle and react to multi-decade-high inflation,
say they are monitoring any spillover effects of the conflict onto US economic
activity. The Fed may be placed in a difficult position when they meet next
month, rising energy prices will likely add further pressure to already-high
inflation. These inflationary moves may leave little room for central banks to
move into dovish territory despite the geopolitical turmoil.

Ukraine Update

IAG
IAG (International Consolidated Airlines Group) reported better than expected
2021 results earlier this morning, seeing a pre-exceptional operating loss over
the year of €2.97b vs estimates for €3.059b. CEO Luis Gallego stated that they
"are confident that a strong recovery is underway...IAG expects its operating
result to be profitable from quarter two, leading both operating profit and net
cash flows from operating activities to be significantly positive for the year."
The shares are marginally stronger to £1.476 this morning, now roughly 3.6%
higher YTD.
Aer Lingus, owned by IAG, saw an operating loss of €347m over the 12 months,
an improvement on the loss of €361m seen during 2020.

25/02/2022 - US Core PCE inflation
25/02/2022 - ECB Lagarde speaks on Ukraine
01/03/2022 - RBA Rate Decision
02/03/2022 - Fed Powell speaks

Equities: European markets are over a percent higher on Friday
morning at the time of writing, looking to recoup some of the heavy
losses seen on Thursday's session. Most indices on the continent lost
between 3.5% and 4% yesterday following Russia's invasion of Ukraine.
We note that the S&P 500 finished 1.5% higher last night, reversing its
losses during President Biden's speech in which he reaffirmed that the
US will not go to war in Ukraine.
Investors, especially in Europe, are trying to digest what the potentially
long-term impacts of new sanctions on Russia will be. The VIX reached
as high as $37.80 yesterday, before fully retreating to finish the day
flat, and now at $30.81.

Safe-havens: Gold initially jumped 3.5% on Thursday to a high of $1976,
before pulling back relatively sharply, now at $1912. The metal reached a 1-
year high before reversing the move as it became clear that the US and other
NATO forces will not be joining the fight in Ukraine.
Even despite elevated concerns among investors, bonds have failed to see a
significant bid over the past 24 hours. Market participants are watching oil
prices rally, and are likely anticipating higher inflation - which in turn will
cause the Fed to indeed hike rates and bond yields to rise further.

Currencies: The US Dollar gained ground yesterday against the other
major currencies, EUR/USD now down to 1.117 and GBP/USD to 1.337.
Yesterday we saw the Euro briefly trade to $1.11 for the first time since
June 2020. The move came amid a notable risk-averse tone across all
major asset classes, with many fleeing risk assets for the world's
reserve currency. FX traders will be closely watching what ECB's
Lagarde has to say later today, and Powell next week. 

Looking ahead: At 13:30 Irish time today we will get the release of the
United States' Core PCE inflation figure, forecast to come in at 0.5% m/m and
5.1% y/y. Importantly, ECB President Christine Lagarde is due to hold an
online press conference at 15:00 today on Ukraine. Developments in Eastern
Europe will be the main focus over the weekend, with the strong potential for
markets to open in a volatile manner on Monday morning.
The RBA and BOC will both make rate decisions next week, and Jerome
Powell is due to speak on Wednesday and Thursday. Next Friday we will also
see the release of Non-Farm Payroll figures and the monthly Unemployment
Rate from the US.
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