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MARCH 2020 ECB MEETING  
12.03.2020 

Backdrop 

Given the impact of COVID-19 on global economies and 
financial markets, and following coordinated central bank action 
to date, market expectations were for the ECB to also deliver 
some further easing measures.  

However, the ECB left rates unchanged, though they decided 
to boost QE to the tune of EUR 120bn until the end of the year. 
They added that the additional buying would focus on the 
private sector. During the press conference, ECB President 
Christine Lagarde reiterated the need for ample stimulus, but 
also added that the Bank expects growth to regain traction in 
the medium term. Economic growth forecasts were revised 
down from 1.1% to 0.8% for 2020, and from 1.4% to 1.3% for 
2021.  

Market Impact 

The EUR marginally gained following the decision to leave rates 

unchanged. Equity markets continued their sell-off, while 

rates moved lower. 

 

Source: Bloomberg, Unigestion calculations. 

 

Source: Bloomberg, Unigestion calculations. 

Asset Allocation Consequences 

Over the last few weeks, our macro perspective has changed 

significantly. What initially started as a market stress episode 

became a genuine macro shock as the contagion of COVID-19 

spread throughout world economies and was no longer 

contained to China. Central banks have been proactive in their 

response, with the Fed, BOC and BOE all delivering 50bps 

cuts.  

Many countries with rates already at zero or negative are 

realising that pushing rates down further would only have 

limited effects. This is why the ECB left rates unchanged 

and opted for QE instead. We believe that despite 

providing some short-term relief, this will not be enough 

to contain the repercussions of the virus on the macro 

front and change sentiment, which remains negative. 

Going forward, monetary policy alone will not be enough 

and we will likely see policy move towards fiscal, although 

this will probably take some time.  

We have turned more defensive and have deleveraged 

the portfolio moving increasingly towards cash. The 

unprecedented market dislocations have resulted in 

defensive assets providing less protection and liquidity to 

dry up, making cash appealing. We believe that the 

situation will remain fragile for some time as uncertainty 

continues to weigh on markets before eventually feeding 

into macro data. We will remain dynamic in our 

assessment and will continue to monitor both the 

development of COVID-19 and its potential impact.  

Macro: Although very little macro data is showing signs 

of the impact of the virus at this stage, we expect the 

global economy to contract this quarter and next.   

Market Sentiment: Sentiment is currently very negative 

as the level of uncertainty is very high. Volatility is also 

currently trading at extreme levels, reflecting the fear in 

markets. Positioning is also being shaken, particularly in 

carry strategies, and liquidity is drying up.  

Valuation: Most asset classes were expensive at the 

beginning of the year. Following the recent market moves, 

valuations are now less expensive. However, we do not 

believe that valuation will take centre stage as sentiment 

and macro will be the drivers for now and these are 

unlikely to improve in the near term.  

 

2500
2600
2700
2800
2900
3000

01
h

05
h

09
h

13
h

17
h

01
h

05
h

09
h

13
h

SX5E…

1.11

1.12

1.13

1.14

00
h

04
h

08
h

12
h

16
h

20
h

01
h

05
h

09
h

13
h

EU…

http://www.unigestion.com/publications/


 

 

Read more of our publications online: www.unigestion.com/publications/ Unigestion  I  2/2 

Important Information 

This document is provided to you on a confidential basis and must not be distributed, published, reproduced or disclosed, in 

whole or part, to any other person. 

The information and data presented in this document may discuss general market activity or industry trends but is not 

intended to be relied upon as a forecast, research or investment advice. It is not a financial promotion and represents no 

offer, solicitation or recommendation of any kind, to invest in the strategies or in the investment vehicles it refers to. Some of 

the investment strategies described or alluded to herein may be construed as high risk and not readily realisable investments, 

which may experience substantial and sudden losses including total loss of investment.  

The investment views, economic and market opinions or analysis expressed in this document present Unigestion’s 

judgement as at the date of publication without regard to the date on which you may access the information. There is no 

guarantee that these views and opinions expressed will be correct nor do they purport to be a complete description of the 

securities, markets and developments referred to in it. All information provided here is subject to change without notice. To 

the extent that this report contains statements about the future, such statements are forward-looking and subject to a number 

of risks and uncertainties, including, but not limited to, the impact of competitive products, market acceptance risks and other 

risks. 

Data and graphical information herein are for information only and may have been derived from third party sources. Although 

we believe that the information obtained from public and third party sources to be reliable, we have not independently verified 

it and we therefore cannot guarantee its accuracy or completeness. As a result, no representation or warranty, expressed or 

implied, is or will be made by Unigestion in this respect and no responsibility or liability is or will be accepted. Unless 

otherwise stated, source is Unigestion.  

Past performance is not a guide to future performance. All investments contain risks, including total loss for the investor. 

 


