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Market Watch
Looking beyond the bounce
Summary
•

Equities and bond yields rebounded yesterday following
sharp drops on Monday. Gold and the yen fell.

•

Most asset classes appear to be pricing a partial chance
of a recession, albeit with a wide range of estimates.

•

We lay out six things to watch in coming days that could
offer a near-term guide to markets.

Markets rebounded sharply yesterday
Selected market performance on 10 March
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•

•

Equity markets rebounded sharply following significant drops in
prior days. This followed reports that the US was considering
supportive measures such as payroll tax cuts and support for
hard-hit industries like airlines. Italy said it would increase fiscal
stimulus for the fourth time in a month and the ECB is set to
meet this week amid expectations of liquidity easing for small
and medium enterprises.
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•

•

Based on the size of historical recessionary bear markets, we
estimate the S&P500 is pricing an approximately two-thirds
chance of a recession while corporate bond markets are
pricing an approximately one-third chance of a recession.
Equity volatility (VIX) points to about a 90% recession chance.
Looking ahead, in addition to the pace of new COVID-19
infections, we are focusing on six areas: (i) positioning and
diversity data, which currently argue markets are oversold; (ii)
President Trump’s meeting with Congress on potential
stimulus; (iii) nature of ECB easing, and whether it is
accompanied by broader fiscal stimulus; (iv) whether the Fed
eases again at its 18 March scheduled meeting; (v) the size of
any fiscal stimulus in the upcoming UK budget; and (vi) high
frequency economic data (eg. traffic congestion) to gauge the
pace of economic activity resumption in China.
Technical watch: The S&P 500 index is looking oversold in the
short term. A positive RSI-price divergence (ascending RSI vs.
declining index) indicates the slide is losing steam. However, the
index could remain volatile in the short term.
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Table of technical support levels for selected assets
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US equity and bond market volatility remains high
despite yesterday’s rebound
VIX (CBOE S&P500 Volatility) Index
80

Index Level

•

Many economic models are now expecting global growth to
slow to between 2.4-2.8%, close to the loosely-defined 2.5%
recession threshold. This would be consistent with market
expectations that the Fed may cut rates to zero by mid-year.
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What does this mean for investors?
•
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The S&P 500 rose 4.9% and MSCI Asia rose 1.5%, though Euro
Stoxx 600 was still down 1.1%. The US 10-year government
bond yield rebounded 26bps to 0.80% while the US Dollar rose
1.6%. Oil jumped 10.4%. Gold and the Japanese yen, generally
viewed as safe havens, fell 1.9% and 3.1%, respectively.
However, S&P500 futures were about 1.5% lower at 8:40am
SGT this morning, hinting at possible weakness ahead.
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Background
•
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https://www.sc.com/en/regulatory-disclosures/#market-commentary-disclaimer. It is not and does not constitute research material, independent
research, an offer, recommendation or solicitation to enter into any transaction or adopt any hedging, trading or investment strategy, in relation to any
securities or other financial instruments. This document is for general evaluation only. It does not take into account the specific investment objectives,
financial situation or particular needs of any particular person or class of persons and it has not been prepared for any particular person or class of
persons. You should not rely on any contents of this document in making any investment decisions. Before making any investment, you should
carefully read the relevant offering documents and seek independent legal, tax and regulatory advice. In particular, we recommend you to seek advice
regarding the suitability of the investment product, taking into account your specific investment objectives, financial situation or particular needs, before
you make a commitment to purchase the investment product. Opinions, projections and estimates are solely those of SCB at the date of this document
and subject to change without notice. Past performance is not indicative of future results and no representation or warranty is made regarding future
performance. Any forecast contained herein as to likely future movements in rates or prices or likely future events or occurrences constitutes an
opinion only and is not indicative of actual future movements in rates or prices or actual future events or occurrences (as t he case may be). This
document must not be forwarded or otherwise made available to any other person without the express written consent of the Standard Chartered
Group (as defined below). Standard Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18.
The Principal Office of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by
the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. Standard Chartered PLC,
the ultimate parent company of Standard Chartered Bank, together with its subsidiaries and affiliates (including each branch or representative office),
form the Standard Chartered Group. Standard Chartered Private Bank is the private banking division of Standard Chartered. Private banking activities
may be carried out internationally by different legal entities and affiliates within the Standard Chartered Group (each an “SC Group Entity”) according
to local regulatory requirements. Not all products and services are provided by all branches, subsidiaries and affiliates within the Standard Chartered
Group. Some of the SC Group Entities only act as representatives of Standard Chartered Private Bank, and may not be able to offer products and
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