
PriapusIQ

Morning Ramble - 7th April 2020

Apr 7 13 min read

Johnson Admitted To ICU

By far the biggest news of the yesterday was the announcement that UK PM Johnson was

admitted to the ICU ward of Guy's & St. Thomas' Hospital, where he has been holed up with

COVID for the past couple days.

As reported by The Economist –

Mr Johnson is the first head of a Western government to be hospitalised for COVID-19 in the

course of a pandemic that has infected more than 1m people and killed more than 70,000—

more than 5,000 Britons among them. His illness is proof, if any were needed that the novel

coronavirus can strike anyone.

The deterioration of the prime minister's medical condition has unsettled British politics. Who

is running the government as it battles to control the pandemic? Downing Street said Dominic

Raab, the foreign secretary, was deputising for Mr Johnson "where necessary". Mr Raab, for

his part, implied that Mr Johnson was still setting the policy for the government. "The prime

minister is in safe hands with a brilliant team at St Thomas' hospital," Mr Raab told the BBC.

"The focus of the government will continue to be...at the prime minister's direction, all the

plans for making sure that we can defeat coronavirus and pull the country through this

challenge, will be taken forward."

Mr Johnson has been admitted to St Thomas', a National Health Service hospital on the banks

of the Thames, around half a mile from his Downing Street residence. He was moved to the
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intensive-care unit at around 7pm on April 6th in case he required a ventilator, according to

officials, but he was conscious.

Earlier in the day the prime minister's spokesman insisted that Mr Johnson had been

"comfortable", "in good spirits", and continuing to receive official papers via the red briefcases

sent to all government ministers.

Unlike America, Britain has no formal system of succession for a stricken head of government;

each prime minister is appointed by the queen. However, Mr Raab holds the honorific title of

first secretary of state, indicating his status as Mr Johnson's preferred deputy. He is a former

Brexit secretary, who ran against Mr Johnson for the leadership of the Conservative Party last

summer.

Britain's battle with covid-19 became the prime minister's on March 27th, when he revealed he

had tested positive for the coronavirus after experiencing a high temperature and a cough.

Carrie Symonds, his pregnant fiancée, disclosed that she, too, had been suffering symptoms.

Mr Johnson continued to run the country from Downing Street, in isolation from staff and

communicating via video conferencing. Much government business, including the weekly

meeting of the cabinet, has moved to Zoom. To demonstrate that he remained in charge, he

put out regular social-media updates.

There was no change to his condition overnight, according to a person with knowledge of the

matter. Foreign Secretary Dominic Raab is now deputising for Johnson.

It's worth pointing out that St Thomas' have publicised for over a week now that they have an

early approach to sticking COVID suffers in ICU and on ventilators, and this approach is

"resulting in good outcomes", so let's just hope this was a pre-emptive decision for the Prime

Minister.

I spoke yesterday about the fact that I didn't see Johnson's battle with COVID as that relevant

to the state of play for GBP and after the quick sell-off on in Cable as the news filtered through

last night GBP has ground back to pre-ICU news levels. 



For now, I'll take this as confirmation that, for now at least, BoJo's health isn't GBP's primary

concern.

Bear Markets Be Crazy
Well, it's safe to say the bulls have been on the charge over the past 24hrs or so!

The catalyst, apparently, is 'medical optimism'.

Well, whatever it is, it's confused the sh!t out of me.

It's a fantastic reminder that the stock markets aren't a simple formula of good news in =

prices up and bad news in = prices down.

I will likely be looking to add to my short equities position if the rally persists. 

 

CIRCUIT BREAKERS (Apr 07)

*E-MINI S&P:

During non-US trading hours

Jun' 20 (M0 Futures) – Hard upside or downside limit of 5% from 1800EDT/2200GMT to

0930EDT/1330GMT (2516.50 downside/2782.50 upside)

During US trading hours (Futures)

Futures have no limit up

Limit Down (M0 Futures)



Level 1: 7% fall to 2463.50

Level 2: 13% drop to 2303.50

Level 3: 20% decline to 2117.00

-------------------------------------------------------------------------------------------------------------------------------------

*NASDAQ

During non-US trading hours

Jun' 20 (M0 Futures) – Hard upside or downside limit of 5% from 1800EDT/2200GMT to

0930EDT/1330GMT (7656.00 downside/8464.00 upside)

During US trading hours (Futures)

Futures have no limit up

Limit Down (M0 Futures)

Level 1: 7% fall to 7494.50

Level 2: 13% drop to 7009.50

Level 3: 20% decline to 6443.75

-----------------------------------------------------------------------------------------------------------------------------------

*DOW JONES:

During non-US trading hours

Jun'20 (M0 Futures) – Hard upside or downside limit of 5% from 1800EDT/2200GMT to

0930EDT/1330GMT (21391 downside/ 23657 upside)

During US trading hours (Futures)

Futures have no limit up

Limit Down (M0 Futures)

Level 1: 7% fall to 20937

Level 2: 13% drop to 19576

Level 3: 20% decline to 17989

Chart Of The Day – The Red Car And The Blue Car Had A Race



Red and blue states are divided over social distancing

In California, people have reduced travel by 40%; in Wyoming, they are travelling more.

Democrats seem to be taking the crisis more seriously than Republicans.

In a poll by the Pew Research Centre, 59% of Democrats said COVID-19 is a significant threat

to the health of Americans; only 33% of Republicans said that. The Unacast data suggest

people are acting on their opinions, risking infection from, and spreading, a virus that has

killed more Americans than the 9/11 attacks.

WuFlu Update

DEATHS AND INFECTIONS

The number of coronavirus infections exceeded more than 1.32 million globally, with 74,087

deaths, according to a Reuters tally as of 0200 GMT.

EUROPE

* British Prime Minister Boris Johnson was fighting worsening coronavirus symptoms in an

intensive care unit on Tuesday, leaving his foreign minister to lead the government's response

to the accelerating outbreak.

* The coronavirus is the European Union's biggest ever challenge and member states must

show greater solidarity so that the bloc can emerge stronger from the economic crisis,

German Chancellor Angela Merkel said.

* A total of 15 elderly people died from coronavirus at a care home in the Portuguese city of

Aveiro.

* Residents in Lombardy, Italy's worst-hit region, scrambled for scarce protective face masks

and makeshift alternatives after authorities ordered anyone moving outside to cover up.

* The rate of deaths in Spain slowed for the fourth day on Monday as the government

contemplated a gradual easing of a lockdown in the nation with the second-highest death toll.



* France's coronavirus figures on Monday showed the rate of increase in fatalities - now at

almost 9,000 - sped up again after several days of slowing.

* Switzerland said it was too early to ease restrictions, even as neighbouring Austria sketched

out plans to start loosening a national lockdown.

* Norway's health minister said the country's epidemic was under control, pointing to low

transmission rates.

* The Czech Republic reported its slowest daily percentage rise in confirmed cases as the

country entered a fourth week of restrictions.

* Ireland's prime minister re-registered as a medical practitioner and will work one shift a week

to help out during the crisis.

* Military forces across Europe have scaled back operations and imposed stricter rules on

personnel to try to stem the spread among staff who often live and work in close quarters.

* Denmark plans to reopen day care centres and schools for children in first to fifth grade on

April 15 as a first step to gradually relax a three-week lockdown.

* Poland's ruling nationalists edged closer to a green light for holding a May presidential

election as a postal ballot due to the pandemic.

AMERICAS

* The governors of New York and New Jersey said on Monday their states were showing

tentative signs of a "flattening" of the outbreak, but warned against complacency as total

cases in the country reached 330,891 and death toll rose to 8,910.

* Democratic Governor Tony Evers moved to postpone Wisconsin's primary election from

Tuesday until June 9, citing health risks from the pandemic, but Republicans said they would

challenge the order in the state Supreme Court.

* The White House trade adviser said members of the coronavirus task force clashed over the

weekend about the efficacy of a malaria drug, hydroxychloroquine, for use against the

disease.

* Up to 20% of U.S. children infected by the virus require hospitalisation, with infants under

age 1 most likely to be in that group, according to the government's first in-depth analysis of

the disease in the youngest patient population.

* Some patients being treated for trauma aboard U.S. military hospital ships in New York and

Los Angeles have tested positive for the coronavirus, the Pentagon said on Monday.

* Canada said it was pressing Washington over a complaint that U.S. officials had blocked the

export of three million face masks bought by the province of Ontario.

* Colombia said it will extend a nationwide quarantine until April 27.

* Mexico reported 296 new infections, bringing the country's total to 2,439 cases and 125

deaths.

* Panama has registered 112 new infections, bringing the country's total to 2,100 confirmed

cases and 55 deaths.



* Brazil's education minister accused Chinese medical equipment makers of profiteering from

the coronavirus pandemic, further souring diplomatic relations.

ASIA AND THE PACIFIC

* Mainland China reported a drop in new cases, while Wuhan, the initial epicentre of the

outbreak, saw no new deaths for the first time. China had 32 new cases on Monday, down

from 39 cases a day earlier.

* Thailand reported 38 new cases and the death of a 54-year-old man.

* India, the world's main supplier of generic drugs, has lifted restrictions on the export of 24

pharmaceutical ingredients and medicines.

* Japanese Prime Minister Shinzo Abe is set to announce a state of emergency for the capital

Tokyo and six other prefectures.

* Japan will compile a supplementary budget worth 16.80 trillion yen ($154.45 billion) to help

fund stimulus spending to combat the outbreak.

* Philippine President Rodrigo Duterte approved the extension of lockdown and home

quarantine measures covering more than half of the population.

* Migrant workers living in vast Singapore dormitories cut off from the outside world due to the

outbreak fear these are fast becoming a hotbed for infection.

* India hopes to be testing 20,000 people daily by the end of the week, twice the current rate,

while a statistical oddity in its testing data has sparked questions.

* Indonesia announced its biggest daily increase in cases and a medical association said 24

doctors had now died.

MIDDLE EAST AND AFRICA

* Egypt on Monday reported 149 new cases, its highest daily toll since confirming the first

infection in February. It reported seven new deaths.

* Morocco made wearing face masks mandatory starting on Tuesday for anyone allowed to go

out during the outbreak.

* Saudi Arabia placed its capital Riyadh and other big cities under a 24-hour curfew, while

Kuwait announced a full lockdown of two densely populated districts and extended a public

holiday by two weeks until April 26.

* Iran will never ask the United States for help in the fight against the coronavirus, Foreign

Ministry spokesman Abbas Mousavi said.

* Kenya's president ordered a halt to all movement in affected areas, including the capital

Nairobi.

* Syria is dragging its feet on releasing prisoners under an amnesty declared by President

Bashar al-Assad, raising fears of mass infections, rights groups said on Monday.

* More than 20,000 Pakistani workers stuck in the United Arab Emirates are seeking to return

home, as the Gulf Arab state tightens restrictions.

ECONOMIC FALLOUT



* Illinois became the first state to get a negative rating outlook in the wake of the coronavirus

crisis, which will put the state's finances and economy under pressure, an S&P Global Ratings

analyst said on Monday.

* Australian job advertisements suffered their largest drop in more than a decade in March as

strict social distancing rules and business closures curbed demand for labour.

* Argentina's economic outlook for 2020 has darkened abruptly, a central bank poll showed

on Monday, a major hit as the country tries to emerge from recession and stave off a

damaging sovereign default.

* A near total closure of U.S. businesses as authorities try to control the spread of the novel

coronavirus could make U.S. economic data unreliable in the coming months and harder to

get a clearer picture of the severity of the recession caused by the virus.

* The IMF cited limited but encouraging signs of recovery in China, but said it could not rule

out a resurgence in China and elsewhere

 

* About 20 million jobs are at risk in Africa as the continent's economies are projected to

shrink this year.

* Nigeria has requested a total of $6.9 billion from the IMF, World Bank and African

Development Bank, the finance minister said on Monday.

* Taiwan's central bank pledged to double the amount of money earmarked to support small

and medium-sized companies if needed.

* Singapore unveiled $3.55 billion in additional economic spending such as wage support,

waiver of levies and one-off payments.

* JPMorgan Chase & Co's top boss, Jamie Dimon said he sees a "bad recession" in 2020.

Headline Roundup

Global Markets Follow U.S. Higher

Global markets largely extended gains, after major indexes in the U.S. jumped more than 7%

amid early signs that lockdowns could be helping stem the coronavirus pandemic

internationally.

By midmorning Tuesday in Hong Kong, Japan's Nikkei 225 rose 1.3% and South Korea's Kospi

Composite gained 1%, both building on larger rallies from Monday.

China's benchmark Shanghai Composite rose 1.6%. It was closed Monday for a holiday. Hong

Kong's Hang Seng Index added 0.6%. However, Australia's benchmark S&P/ASX 200 gave up

early gains to trade flat.

E-mini S&P 500 futures eased 0.2%. The yield on the 10-year U.S. Treasury note rose to

0.682%, up from 0.675% on Monday. Yields move in the opposite direction to bond prices.

While the U.S. coronavirus death toll surpassed 10,000, new models suggested infections in

some of the worst-hit American cities, including New York, Detroit and New Orleans, were

expected to peak in the coming days.

Credit Markets Show Signs of Stabilising After Historic Fed Intervention



Key parts of the U.S. debt markets are functioning again, a sign the Federal Reserve's

extraordinary steps are easing a credit-market crunch.

Investors say the Fed has reduced disruptions in the $17 trillion U.S. Treasurys market that had

sent shock waves through the financial system. Large businesses such as Oracle Corp. and

CVS Health Corp. are borrowing money at a record pace. Some lower-rated companies are

issuing bonds again. And increased demand for mortgage bonds is starting to pull mortgage

rates lower after they unexpectedly rose last month.

Markets overall have grown more stable recently, supported by the Fed, the $2 trillion

economic-rescue package passed by Congress and some early indications that lockdowns in

the U.S. and Europe may be helping slow the coronavirus pandemic. In recent weeks,

investors have taken grim economic data in stride, betting that prices of stocks and bonds

now more appropriately reflect the likelihood of a sharp economic contraction.

On Monday, the Dow Jones Industrial Average rose 1627.46 points, or 7.7%, to 22679.99.

Gains were broad, lifting all 30 stocks in the Dow industrials and all 11 sectors in the S&P 500.

Shares of beaten-down retail and travel companies Kohl's Corp., Nordstrom Inc. and Carnival

Corp. & PLC helped lead the climb.

Few are celebrating just yet. The Dow industrials remain down about 20% this year and debt

markets are far shakier than they were about a month ago. Most new bond sales are still

coming from well-established companies with higher credit ratings. Liquidity, or the ease with

which investors can buy and sell securities at what they think are market prices, remains poor

in some riskier corners of the market. Some worry conditions could quickly deteriorate again if

the economic outlook darkens further.

Still, investors and analysts say the Fed's historic interventions have spurred a meaningful

reduction in market stress. Those steps include announcing plans to buy unlimited amounts of

government bonds and mortgage securities issued by government-supported entities and

starting new programs to buy higher-rated corporate bonds.

"The liquidity side is being fixed," said Michael Collins, a senior portfolio manager at PGIM

Fixed Income.

NYSE to review circuit-breaker system after vertiginous drops

The New York Stock Exchange is planning to review the effectiveness of marketwide systems

designed to dampen extreme volatility after circuit-breakers were tripped several times last

month during a stampede from risky assets.

In mid-March US markets saw a series of 15-minute halts to trading following big drops in the

S&P 500 index, as investors spooked by the spread of coronavirus scrambled to dump

positions. It was the first time that such protections had been activated since the system was

revamped in 2012, and most were tripped moments after the opening bell.

Under the system, the S&P 500 can drop as much as 7 per cent from the previous day's close,

before a halt is triggered. Further circuit-breakers kick in at 13 per cent and 20 per cent falls,

to guard against sharp declines that "may exhaust market liquidity", according to the NYSE.

Stacey Cunningham, president of the exchange, told the Financial Times one area of focus

would be the settings for circuit breakers for futures on the index, which can move by a

maximum of 5 per cent in either direction. That discrepancy between permissible moves in

the futures and the cash market, she said, could potentially exacerbate pressure on stocks in

the opening minutes.

"Having the trigger right after the open, when there wasn't new news in those few seconds to

minutes, is certainly something we're going to explore, to see if we can further improve the



way the marketwide circuit breakers work," she said.

Changes to the circuit breakers would have to be agreed with rival exchange groups such as

Nasdaq and CBOE Global Markets.

Ms Cunningham noted the exchange-traded fund linked to the S&P 500, typically one of the

most traded daily securities in US markets, had continued to trade when the out-of-hours

futures markets hit their limits. The security, known as the SPDR, had traded much lower.

"It turned out that the ETF was a very good indicator of the overall value of the index. It

became a price discovery mechanism on its own," she said.

Mine closures bolster metals prices as demand collapses

Supply cuts affecting about a fifth of the global mining industry have offset a collapse in

demand due to the coronavirus outbreak, bolstering prices that have been hit hard in the past

month.

About 15 per cent of the world's copper mines, and 20 per cent of zinc mines, are now offline

or operating at reduced capacity, according to UBS analysts who say disruptions could stop

industrial metals from plumbing the depths seen during the global financial crisis.

In 2008, copper sank below $3,000 a tonne, whereas now it trades close to $4,500. Zinc and

aluminium prices are also well above their 2008 nadirs.

"The duration, and therefore the total amount of lost supply in 2020 is unclear, but in our view

increasing supply disruption will act as an important offset to demand weakness, potentially

limiting commodity price downside," said analyst Daniel Major from UBS.

Mexico became the latest country to impose restrictions on the mining industry, when it

ordered last week the closure of non-essential businesses until the end of April. The country

accounts for 3 per cent of global copper production, and 6 per cent of zinc production.

Analysts expect supply disruptions to increase over the next month as governments impose

tighter restrictions to halt the spread of the deadly virus, while producers halt mining at

marginal operations in an effort to preserve cash. Copper has fallen 20 per cent this year,

while zinc and aluminium are both down 18 per cent.

But supply is still likely to outstrip demand, setting up a challenging year for the metals and

mining industry.

"The demand destruction of 156,000 of copper per week far outweighs the current 60,000 of

Covid-19-related supply disruptions," said Tyler Broda, an analyst at RBC Capital Markets.

"Metals like aluminium, where it is costly to shut down production, face an even worse

dynamic."

If the global economy contracts 1.9 per cent in 2020, Morgan Stanley estimates that demand

for aluminium, which counts the car industry as one of its biggest consumers, will fall almost 12

per cent. That would generate "an inventory overhang that could depress price for several

years", said analyst Susan Bates from the bank.

Model Portfolio

Little to report other than, as mentioned earlier, I may be adding to my short equities position.

You don't need me to remind you that all updates with be on the @PiQViP Twitter account

https://twitter.com/PiQViP


Looking Ahead

Pretty quiet on the scheduled front.

Highlight will most likely be the Eurogroup presser where we should hear more on the fiscal

responses the Euro area finance ministers are working towards.

Don't forget that OPEC(+(+(+(+(+))))) will be throwing out all manner of sauces based whispers.

Keep it tight!
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