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From: Wall Street Journal 11/27/21

“Variant Upends Bets on Fed Moves”

By ANNA HIRTENSTEIN

Investors piled into government
bonds and quickly recalibrated their
expectations for interest-rate in-
creases in response to the new
Covid-19 variant first identified in
South Africa.

The yield on the 10-year U.S.
Treasury note dropped to 1.484% on
Friday, according to Tradeweb, from
1.644% at Wednesday’s close. That
marks the largest trading-session
decline since March 2020, at the
start of the coronavirus pandemie.
Yields fall as bond prices rise.

Federal-funds futures, a proxy for
market expectations of interest-rate
changes, shifted downward on Fri-
day, with the market ant1c1g_1ng
t_hat the Federal eserve will keep
mteres rates low for longer.

G’roup ata showed that the
majorlty of investors are now pric-
ing in two or tk rthree uarter-percent-

e point rate 1increases by the gnd
compare wﬂ ee Or
quivalent mea-

sures -rate expectations
for the eurozone and the UK. also
shifted downward.

Markets came under stress Friday
after South African officials warned
about the B.1.1.529 variant spreading
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“Pricl'gﬁ three rate hikes
from the Fed, as we were up
until last m E that mﬁes a
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dr er, a bonds portfo-
10 manager at Janu nder-
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If the new Covid-19 variant
derails the recovery, central
banks may actually have to
change cour: ate

the economy more, Mr. Mulli-
| ner said. '
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It is a sudden recalibration
foﬂﬂﬁﬁ?ﬁ?ﬁd been ob-
sessed with inflation and the
possibility of central-bank
tightening. The new global
travel restrictions and Friday’s
drop in oil prices prompted
fund managers to change their
views about how much the
global economy could over-
heat and how quickly central
banks may have to act to tem-
per this, if at all.

Some saw Friday’s moves
as an overreaction.

T4, tm to
conclusions,” said Carsten

“BTZ65KT, global head of macro

at Dutch bank ING. He also
pointed to progress made in
treatments for Covid-19 and
vaccine development.

“The world is much better
prepared now for any new

1 an 1.5 years ago.
That should alse mean that
both government and central-
bank reactions do not have to
be as forceful as in March
2020,” he said.



