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Equities

Asian indices took stock of the previous day’s strong rebound in US indices

but was unable to build on it. The Nikkei and SHCOMP both closed near

unchanged levels. The HSI recovered +0.47% though the open was more

positive on the day. The HSTECH recovered +1.90%, though it is still trading

below the Oct trendline levels. In Europe, the STOXX 50 powered through

+0.90% for its highest close since 21-Feb 2020. France’s CAC was the

strongest at +1.11%, while the FTSE 100 lagged at -0.07%. The European

indices have largely played down the tech upheaval in Asia and US thus far. In

the US, the small-cap Russell 2000 led its peers with a +1.81% gain vis-à-vis

the S&P 500 (+0.60%) and the Nasdaq (-0.33%). Implied volatilities dropped

lower, with the VIX falling -6% even though the VVIX diverged by maintaining

its strength. Energy and financials led the S&P sector gains at +2.53% and

+2.04% respectively, while technology lagged -0.40%.

Bonds

Decent demand of the US 10Y auction helped temper some supply fears.

Long-term yields were mixed with the US 30Y yields up 0.46bps while the US

10Y yields fell -0.85bps after decent demand of its $38bn auction. US 2Y yield

fell -0.79bps and the US 3M yield rose 0.25bps. This had the effect of

flattening the US 2Y-10Y curve to 136.5bps. In the European debt market, 10Y

yields edged down -0.60-1.70bps after tepid US inflation data and remaining

calm ahead of the ECB meeting today. British 10Y yields fell -1.30bps and

markets is pricing in that the BoE’s Bank rate is to rise to about 0.7% in 3

years time.

FX

The dollar index edged lower -0.15% to 91.823 and initially rose as much as

0.3% before the CPI data. The euro rose 0.24% printing 1.1929 ahead of the

ECB meeting today. The pound rebounded 0.29% to 1.3932 and fell below the

1.39 handle in early trade, and continue to perform against the euro with the

euro-sterling losing more than 4% so far this year. The yen continued its 2-day

winning streak against the dollar rising 0.09%. Commodity currencies rose on

improved global recovery optimism, the aussie rose 0.29% to 0.7736, the kiwi

rose 0.40%, and the dollar fell -0.16% against the loonie printing at 1.2618.

The offshore yuan rose 0.37% printing 6.4948 against the dollar. The dollar fell

-0.50% against the offshore yuan printing 6.5187.

Commodities

Gold staged a 2nd consecutive rebound day off the trendline from 12-Aug

2020, putting some work in from oversold levels. Gold is expected to chop

here and taking advantage of the low vol in gold for long call spreads could

make sense. In base metals, copper was the only metal in the positive at

+0.93%, while lead was the laggard at -0.97%. Chinese financial data

released earlier in the money was a sharp beat and could stem some of the

outflows in the previous weeks. In oil markets, Brent rose +0.56% after

touching our near-term target of 71 a few sessions ago. Despite the near-term

correction in flat prices, Brent spreads such as in Z1-Z2 remains near highs.
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