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Equities: European markets have opened lower still on Wednesday
morning, with the benchmark EuroStoxx50 index down over half a
percent at the time of writing. Markets on the continent sold off
yesterday which led into a negative session in the US and then Asia
overnight. This risk-off sentiment clearly comes as the invasion of
Ukraine escalates and Russian troops prepare for a renewed push on
major cities. Concerns are also growing around surging oil prices which
will lead to higher inflation in the near-term and may leave central banks
with no choice but to tighten policy. The VIX is relatively well contained
so far today, currently trading slightly higher to $33.70.

Safe-havens: Gold is higher this week as prices attempt to reach last
Thursday's 1-year high on the back of a general flight to safety. The yellow
metal is at $1,946 on Wednesday. Bond markets are dealing with a confluence
of events at the moment. Investors are attempting to reprice bonds after
developments in Ukraine make it less likely that the Fed will increase rates as
aggressively in 2022 as was previously expected. We have also seen a safe-
haven trade playing out in the fixed income space as some traders rush out of
equities, causing the German 10yr yield to drop by 24bp  yesterday and the US
10yr by 10bp. Inflationary pressures will also be a factor to consider in the
months ahead, as oil prices continue to surge for now.

Currencies: The Russian ruble continues to see significant volatility as
foreign Russian reserves are frozen and heavy sanctions are imposed on
the country. USD/RUB is higher again today, currently at circa 104.00
and approaching Monday's 109 all-time high.
This morning the Euro traded below 1.11 for the first time since June
2020, the common currency is under pressure as the intensifying
bombardment of Ukraine's cities and surging oil prices are raising
investors' concerns about a hit to Europe's economy and growth.

Looking ahead: OPEC leaders will meet throughout the day, any change in the
planned level of output from the group may have an impact on energy markets
this afternoon and evening, after oil prices topped $110 overnight for the first
time since 2014. At 10am this morning we are due to hear initial Eurozone CPI
inflation figures for February, the headline figure expected at 5.6% y/y. The BOC
will make a rate decision this afternoon, and Fed's Powell will speak.
Tomorrow morning CRH, Glanbia, Cairn Homes, and AIB will all report fourth-
quarter results.
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Yesterday we saw government bonds rally sharply (yields fall) as market
participants are beginning to bet that the economic fallout and
uncertainties related to Russia's invasion of Ukraine will push central banks
to raise interest rates more slowly than was previously anticipated. 
Derivatives linked to short-term rates are indicating that investors are now
pricing in for the ECB to lift rates by less than 0.2 percentage points from
the current record low of -0.5% by the end of 2022. This is in contrast with
the market view just two weeks ago that the ECB would hike rates back up
to 0.0% this year.
Looking at the United States: While the market still fully expects the Federal
Reserve to increase by 0.25% later this month, projections for how
aggressively the US central bank can tighten policy after that point have
moderated. Federal Funds Rate futures are showing that five increases are
now expected in the US in 2022, as opposed to what was previously as high
as seven. Five hikes would bring rates in the US to a range of 1.25% -
1.50%.

Central Bank Expectations

Permanent TSB
Permanent TSB on Wednesday reported an underlying gross profit of
€17m for the 12 months to December-end, up from what was an
underlying loss of €109m the prior year. The bank saw what it described as
"strong" new lending of €2.1 billion, a 44% jump on that of 2020, while new
mortgage lending of €1.9b was 45% higher (outperforming the broader
mortgage market which grew by 25%).
The Irish bank agreed a deal during the year with NatWest and Ulster Bank
to purchase roughly €7.6 billion of the Ulster Bank Retail, SME, and Asset
Finance business. It called this a "once in a generation" opportunity and
forecasts that it will allow PTSB to grow its mortgage book by more than
40%, triple its SME business, and also increase its branch network by about
30%.
"The fundamentals of our business remain robust, delivering a strong
business performance in 2021 with mortgage market share growing to
17.8% and SME lending continuing to increase" said chief executive
Eamonn Crowley in his statement.

02/03/2022 - OPEC meetings
02/03/2022 - Eurozone CPI
02/03/2022 - Fed Powell speaks
04/03/2022 - US Non-Farm Payrolls


