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Risk appetite sours

Investor sentiment was back in a risk averse mood yesterday, after
a brief reprieve on Tuesday. The Euro Stoxx 50 declined by 1.4%.
Across the Atlantic, the S&P 500 fell by 4%, reversing all of its gains
from the day before, and touching a new year to date low in the
process. Concerns that the Fed may push the economy into
recession by hiking rates aggressively to try and tame inflation
weighed on sentiment. Disappointing earnings reports from a few
large US retailers were also a headwind to risk appetite.

Amid the more risk averse mood on markets, benchmark sovereign
bond yields declined in the US, Eurozone and UK. 10-year yields
fell by 2-11bps, respectively. However, the policy sensitive 2-year
German Bund yield rose by over 10bps following hawkish remarks
from some ECB Governing Council members over the past few
days. The market is now pricing in 100bps of rate hikes from the
ECB before year end.
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