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Internal contradiction: only short term cost, but also paradigm shift 7

Economic consequences from the The Russia - Ukraine conflict will see a
Russia-Ukraine conflict are: paradigm shift in:

49% B Both NATO/EU defence spending and
Europe’s path towards energy
independence from Russia
. 20% H Only in Europe’s energy policy 39

Transitory and with no impact on central 17% Only in NATO/EU defence spending 3%
banks' predefined exit from
accommodative policies

M Transitory but with a short delay in 94%

central banks’ exit

M A significant shock that requires a
meaningful fiscal effort that forces
central banks to normalise policy faster

M A significant shock that forces a U-turn 11% H Neither 0%
from central banks and leaves policy on
hold for the foreseeable future

m Other / Don’t know m Other / Don’t know

3% 0%

Source: BofA Global Research FX and Rates Sentiment Survey March 2022 Source: BofA Global Research FX and Rates Sentiment Survey March 2022
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Market expected dovish ECB, but even so remains cautious on periphery

When do you expect ECB to exit NIRP
Market had shifted more dovish pre ECB
Q422
Ql'23 45%
Q2 '23
Q323
Q423
2024

Never

Other / don’t know M Answers in February 2022

Source: BofA Global Research FX and Rates Sentiment Survey March 2022
BofA GLOBAL RESEARCH

| would buy/add BTPS in H1 at a spread to Bunds above:
Still no love for BTPS

= 140bp 0%
150bp 6%
160bp 3%
170bp 6%
m 180bp M 3%
m 190bp I 1%
200bp or higher 11%
W BTPs are not part of my mandate _ 26%
m | don’t intend to buy BTPs in H1 I

Source: BofA Global Research FX and Rates Sentiment Survey March 2022
BofA GLOBAL RESEARCH

In light of the EU reaction to the Ukraine conflict, | think the
EGB rates curve will:
Steeper curves remain consensus

M Bear steepen 43%

M Bear flatten

Bull flatten 11%
m Bull steepen

m Other / Don't

know 20%

Source: BofA Global Research FX and Rates Sentiment Survey March 2022
BofA GLOBAL RESEARCH

Duration exposure and view: Peripheral Europe
Periphery shorts reduced at the margin

60

Apr-13  Apr-14 Apr-15 Apr-16 Apr-17 Apr-18 Apr-19 Apr-20 Apr-21

exposure-view = F | Periphery Rates BB exposure
Source: BofA Global Research FX and Rates Sentiment Survey March 2022, BB is the Bull-Bear Index
for exposure and view. It weights responses to create an index ranging from -100 to + 100, with zero
representing neutral
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Liquidity deteriorates, risk asset outflows and FTQ inflows accelerate

Bund Future liquidity
Worse than March 2020

level 11-Mar-20

BofA Bund liquidity indicator

Source: BofA Global Research

BofA GLOBAL RESEARCH

Now-20 Jan-21 Mar-21 May-21 Jul-21 Sep-21 Now-21 Jan-22

Mar-22

Longest run of choppy but active markets since Jan 2021

I EUGV liquidity gap index (market depth gap)

Evolution of EUGV Liquidity Gap Index ( Market Depth Gap)

mmm Alert DayFraction Volume Index
25%
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Source: BofA EMEA FICC Trading
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I Record outflows from European equities

10
s Europe flows ($bn) e Europe flows 4-week MA ($bn)

17 18 19 '20 21 22

Source: BofA Global Investment Strategy, EPFR, 11 March 2022
BofA GLOBAL RESEARCH

ASW spreads at extremes
Collateral shortage meeting historic underweights
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Source: BofA Global Research
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Disclaimer

"Bank of America” and "BofA Securities are the marketing names for the global banking and global markets businesses of Bank of America Corporation. This communication is marketing
material, desk strategy and/or trader commentary; has been created by the fixed income sales/trading desks of BofA Securities for sophisticated investors and market professionals for
informational purposes only; is not a product of the BofA Securities Research Department; and is not investment research or a research recommendation. Any opinions expressed in this
commentary are those of the author who is a member of the fixed income sales/trading desks, and may differ from the opinions expressed by the BofA Securities Research Department.
This communication may constitute a solicitation to consider entering into a derivatives transaction solely for purposes of US CFTC Regulations §§ 1.71 and 23.605, and only where
applicable, but is not a recommendation or an offer or solicitation for the purchase or sale of any security mentioned herein; does not constitute investment, legal, accounting or tax
advice; and may not be used or relied upon as the basis for an investment decision. BofA Securities may have material interests that conflict with the interests of the recipient of this
document. Further information regarding these possible conflicts of interest may be found at Bank of America Electronic Communications Disclaimers. BofA Securities and its respective
officers, directors, partners and employees, including persons involved in the preparation of this commentary, may from time to time maintain a long or short position in, or purchase or
sell as market-makers or advisors, brokers or commercial and/or investment bankers in relation to the financial products, of companies mentioned in this document or be represented
on the board of such companies. BofA Securities may have provided advisory, investment banking, lending or other services to companies referenced in this document. The information
contained herein is as of the date referenced and is subject to change without notice, and BofA Securities does not undertake any obligation to update or correct such information. BofA
Securities has obtained all market prices, data and other information from sources believed to be reliable, although the accuracy and completeness of the information cannot be
guaranteed. None of BofA Securities, any of its affiliates or any officer, director, agent or employee of BofA Securities or any of its affiliates shall have any liability whatsoever for any
direct, indirect or consequential damages or losses from any use of the information contained in this document.

Additional Disclaimers by Region
Americas: click here

Asia/Pacific Rim: click here

Europe, Middle East, and Africa: click here


https://www.bofaml.com/en-us/content/terms-and-conditions-for-electronic-communications.html
https://www.bofaml.com/en-us/content/americas-global-markets-and-corporate-investment-banking.html
https://www.bofaml.com/en-us/content/apac-global-market-and-corporate-investment-banking.html
https://www.bofaml.com/en-us/content/emea-global-market-and-corporate-investment-banking.html

	EMEA FICC Trading
	Internal contradiction: only short term cost, but also paradigm shift
	Market expected dovish ECB, but even so remains cautious on periphery
	Liquidity deteriorates, risk asset outflows and FTQ inflows accelerate
	Disclaimer

