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WEDNESDAY, APRIL 7, 2021 

• US Treasury curve steepened led down by the 5-year sector (link)  

• European Commission expects sufficient vaccine supply by the end of June (link) 

• M&A activity approaches 2007 high (link)  

• India’s central bank embarks on $14 bn bond purchase program (link)  

• SPECIAL FEATURE: G-SIB Monitor (Attachment)  
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Markets in holding pattern ahead of Fed minutes 

Moves in major markets this morning are generally moderate with no clear direction. European equity 

markets are slightly down, while the Nikkei ended its trading session in positive territory. Likewise, sovereign 

bond yields are little changed with most 10-yr yields in advanced economies no more than 1 bp from where 

they closed yesterday. Investors will look at today’s release of the most recent Fed minutes for any further 

insights into the path of Fed policy and member views around the risk of inflation. After Friday’s strong job 

report sent market pricing for the 2-year ahead policy rate sharply higher, markets have since returned to 

pre-NFP levels. Emerging market currencies are mixed so far today, with the Indian rupee lagging after the 

RBI’s announcement of a QE program.   

 
  

http://www.cvent.com/api/email/dispatch/v1/click/7m5gjzlpkltd4g/kr5j7w4y/aHR0cHMlM0ElMkYlMkZ3d3cuaW1mY29ubmVjdC5vcmclMkZjb250ZW50JTJGaW1mJTJGZW4lMkZnbW0lMkZhcmNoaXZlLmh0bWwmU1U2YyUyRkpWNXpnWSUyQjdGYmdRWTZpSDBrVERJSXlOS2FSZGhVYWVFcXlwYTAlM0Qmb25saW5lK2FyY2hpdmU
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United States          back to top 

The overnight session was relatively quiet, with market participants focused on the Fed March 

minutes on Wednesday. To recap, the FOMC left the funds rate target range unchanged at 0–0.25%, at 

the March meeting, with the median participant projecting a 3.5% unemployment rate and 2.1% core PCE 

inflation for the end of 2023. Contacts also remained focused on the steepening of the US Treasury curve, 

with the 5s30s having steepened ~3bps to ~145bps yesterday. Some dealers noted that they saw interest 

in the belly of the Treasury curve (3-7 year sector) from Asian, primary Japanese accounts. In addition to 

the Fed minutes this week, contacts are focused on the CPI release next week and the start of the Q1 

earnings reporting season. The outlook for earnings appears strong, which should support equities, plus 

the buyback blackout period ends on April 23.   

Europe          back to top 
Europe 

Euro area equities and the euro (+ 0.1% at $1.18) are little changed after the final euro area 

composite PMI was revised 0.7 points higher (reaching 53.2). The services PMI was revised higher but 

continues to point to a mild contraction (at 49.6) compared to gains in the euro area’s manufacturing PMI. 

Germany’s services PMI rose to 51.5 in March compared to 48.6 in Italy, 48.2 in France and 48.1 in Spain. 

Analysts point out that services in Italy have held up despite 70% of Italy being classified as a "red" 

zone since 15 March—with schools, bars, restaurants, and non-essential shops all closed.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

German 10-yr rates traded 2 bps lower ahead of the release of monthly and weekly ECB QE data 

later today. The consensus among contacts is that large redemptions, continued ECB purchases and a 

slower economic recovery should support euro area bonds in April. Expectations on ECB rate changes 

are little changed since 11 March, when the ECB announced an expected increase in the pace of its 

QE purchases. Money markets are pricing in 16 bps of hikes by early 2024. In contrast, 5-yr/5-yr inflation 

swaps have risen 20 bps (to 1.56%) above the levels of late February.  
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Italy 10-yr spreads (+1 to 102 bps) are little changed after closing 5 bps higher yesterday. According 

to contacts, Italy’s decision to sell its first new 50-yr bond in five years contributed to the pick-up in spreads. 

Italy also issued bonds due 2028 and Portugal is selling 10-yr bonds. 

 

Bloomberg reported that the European Commission said that most member states will have 

sufficient vaccine supplies to immunize most people by the end of June. The forecast assumes about 

70 mn of inoculations with AstraZeneca in 2021Q2. Astra Zeneca has made up about 25% of distributed 

vaccines in the EU, but administration has been much lower than supply. Analysts believe that 

vaccinations will proceed more slowly. Bank of America, for example, argues that a sustained pickup in 

the vaccination pace over the next two quarters allows the large euro area countries to vaccinate around 

70% of the total population by the end of the summer.  
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Quarterly M&A volumes in Europe and North America approached the 2007 highs in 2021Q1. North 

American and European acquirers announced more than $870 bn of combined strategic and sponsor 

acquisition activity in the most active quarter since 2007Q2. Technology and Financials were key 

contributors at the sector level. Year-to-date acquisitions involving a special purpose acquisition 

company (SPACs) have exceeded $235 bn, already more than 50% above the full-year amount of 

2020.  

 

 

Other Mature Markets          back to top 

Japan 

The yen weakened 0.1%, and is the worst performing G10 currency year-to-date, depreciating 6% 

versus the dollar. Japan’s Financial Services Agency and the Bank of Japan plan to survey banks to better 

understand their situation in terms of high-risk trades, according to Bloomberg citing Nikkei. Fitch stated 

that other Japanese financial institutions (FIs) could follow Nomura and Mitsubishi UFJ Financial Group, 

which have separately announced potential losses from transactions with a US client, with similar losses of 

varying degrees. These FIs “could face not only financial and reputational risks, but also regulatory scrutiny 

or redress if authorities determine there were material governance deficiencies or risk management 

weaknesses,” it said. Equities rose +0.7% while 10-year JGB yield fell -1.1bps. 
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Emerging Markets          back to top 

Asian equities fell 0.3%, dragged by Hong Kong SAR (-0.9%), China (Shanghai -0.1%; Shenzhen -

0.4%) and Thailand (-0.9%). Thailand continued to underperform as retail and hotel-related stocks dropped 

on concerns that potential tougher virus restriction measures would hurt sales. Regional currencies were 

mixed. The Indian rupee (-1.1%) underperformed significantly following the central bank’s announcement 

to formally launch a bond purchase program. The Korean won appreciated 0.3%. The US meanwhile said 

that it will work with Vietnam on the differences over the latter’s currency and timber practices, according 

to Bloomberg. EMEA equities are mostly lower with stocks down in South Africa (-1.1%), Turkey (-0.9%) 

and Poland (-0.5%). EMEA currency markets are trading mixed with the Czech koruna, the Hungarian forint 

and the Polish zloty all 0.5% stronger against the dollar while the Russian ruble (-0.5%) and the Turkish lira 

(-0.3%) depreciated. Latin American equity markets were mixed on Tuesday. Argentina outperformed as 

the equity index rallied 3.6%, while Mexico saw losses (-0.5%). Local currencies were mostly stronger. The 

Brazilian real appreciated 1.3% against the dollar, followed by the Mexican peso (+0.9%).  

 

China 

People’s Bank of China (PBOC) will cooperate with the European Union to converge green 

investment taxonomies across the two markets. According to the Financial Times quoting Governor Yi 

Gang, the adoption and incorporation of a globally recognized green taxonomy would be discussed at the 

upcoming G20 summit, which is set to be held in Rome in October. During the summit, the PBOC plans to 

set up a sustainable finance study group, with the US Treasury as a co-chair, to establish co-ordination on 

building a road map for advancing sustainable finance. Separately, China’s total FX reserves declined 

by US$35bn to US$3170bn in March, as compared to market expectations of US$3178bn. Citi estimates 

the decline was mainly driven by valuation effects, including due to US dollar appreciation. Equities 

(Shanghai -0.1%; Shenzhen -0.4%) fell. Consumer staples underperformed driven by a significant 

reduction in liquor stocks by a mutual fund, according to Bloomberg. The RMB was little changed. 
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Reserves decline on valuation effect 

 

 
 

India 

The Reserve Bank of India (RBI) announced a quantitative easing (QE) program despite holding its 

policy rate at 4%, as expected. The central bank pledged that it would buy up to INR1 tn ($14 bn) of bonds 

this quarter to ‘enable a stable and orderly evolution of the yield curve’ and support the economy. Bond 

purchases in the secondary market will begin from April 15. The governor said in his statement that 

uncertainty regarding the growth outlook has increased given the recent surge in virus infections as 

localized and regional lockdowns would dampen the recent improvement in demand conditions. The RBI 

also added that it will continue with an accommodative stance for as long as necessary to sustain economic 

growth but also ensuring inflation remains within its target. On inflation, the RBI said that supply side 

pressures could persist while demand-pull pressures remain moderate. Separately, India’s services 

purchasing managers index remained in expansion in March but fell to 54.6 from 55.3 in February. The 

Indian rupee depreciated -1.1%, 10-year bond yield fell -2.4bps, and equities rose +0.9%. 

 

 
 
Russia 
Interest rate markets remain under pressure as inflation accelerated to 5.8% yoy in March, the fastest 

pace since 2016. Market participants also noted stronger than expected increase in core inflation to 5.4% 

yoy (5.1% consensus) as central bank officials pointed to cost-side pressures from global commodity prices 

amid a weaker exchange rate. Interest rate swap markets are now pricing about 200 bps of further policy 

tightening on a 1-year horizon with a 50 bps hike becoming contacts’ base case scenario for the 

upcoming central bank meeting on the 23rd April. The local bond market continues to see better support 
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from domestic banks both in primary and secondary markets even as contacts note increased outflows 

from non-resident investors amid rising geopolitical tension around Ukraine. The Russian ruble (-0.5%) 

traded at 78 rubles per dollar this morning, the weakest level since November 2020.  

 

 
 
Colombia  

Colombia’s consumer prices moderated in March (+0.51% m/m), above consensus forecasts at 

+0.41%. In annual terms, consumer prices were little changed at +1.5% y/y, well below the central bank’s 

3.0% target. The 10-year real yield rose for the 3rd consecutive month this year to around 5.5%, while the 

real policy rate (adjusted for inflation) remained unchanged at 0.2%. Analysts expected that the central 

bank to keep providing a significant monetary stimulus to support economic recovery, as the deterioration 

in the economy has kept inflationary pressures limited. Markets didn’t react much to the data release, as 

the Colombian peso was 0.4% stronger and the equity index was slightly higher.   
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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