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Volatile trading conditions persist amid Middle East risks

Market movements have continued to be reactive to the conflict in the Middle
East over the past 24 hours, especially in relation to the impact on oil. In this
regard, on the one hand, we had the announcement from the IEA that it would
release a record 400m barrels of oil from its strategic reserve. On the other
hand, there were reports of a number of ships/tankers being attacked in the
region.

Not surprisingly against this backdrop, there has been volatile trading
conditions on oil markets. Overall, oil prices have seen renewed upward
pressure. Brent crude has moved back up nearer to $100 per barrel.

This in turn has weighed on risk appetite as investors contemplate the impact
of a prolonged war on inflation and in turn, economic growth. In Europe, the
Euro Stoxx 50 fell by 0.7% yesterday. Meanwhile, on Wall Street the losses
were more modest, with the S&P 500 closing 0.1% lower last night. However,
in overnight trading, the Japanese Nikkei has fallen by 1%.

On the currency front, the dollar has been holding a firmer tone against the
other majors over the past 24 hours. The greenback has benefitted from its
safe-haven appeal amid the risk averse tone to market sentiment. In level
terms, this is evident in EUR/USD falling back below the $1.16 threshold and
GBP/USD trading back under the $1.34 handle. Elsewhere, the euro has edged
lower versus sterling, with EUR/GBP changing hands this morning in the lower
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Looking ahead to today, once again developments in the Middle East will
remain front and centre of the market’s attention and therefore the main Sterling/US Dollar Exchange Rate
potential source of direction. From a data viewpoint, the macro diary is very [**° R
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