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Equities: The main indices are lower again this morning in Europe, the
benchmark EuroStoxx50 is currently 0.85% weaker to €3,806. Investors
are showing some wariness ahead of key inflation data out of the US
and UK, not to mention the European Central Bank release due on
Thursday. The German DAX index is over 1% lower today after the
nation's 'Final CPI' reading of 7.3%.
Asian stocks were mixed overnight, Chinese markets finishing the
session higher as the country announced the partial easing of
lockdowns in the Shanghai region - home to over 26 million.
Despite having moved lower this week so far, we believe risk assets are
showing some resilience in the face of rapidly rising bond yields, with
the VIX at just $24.60 on Tuesday.

Safe-havens: We are seeing oil prices climb on Tuesday morning after
announcements that China will ease some of its Covid lockdown measures,
giving rise to higher demand for energy. Brent Crude futures are over 3%
stronger to $101.55 at the time of writing.
Gold remains range-bound for now, at $1,951. The US CPI figure today has
the potential to cause some volatility for precious metals.
Government bond yields continue to surge this week on both sides of the
Atlantic, the US 10yr is now up to 2.8%, German equivalent at 0.85% for the
first time since July 2015.

Looking ahead: The main focus for markets today will undoubtedly be the
US inflation numbers due this afternoon. We will then get the same from the
UK tomorrow morning, and are also due to see two central bank releases
tomorrow - from the RBNZ and BOC. 
Q1 earnings season also kicks off tomorrow. US banks are expected to report
their biggest slowdown in investment banking in years this week, as deal-
making slows down considerably after a very strong 2021. JP Morgan,
Goldman Sachs, Citi, Morgan Stanley, and Bank of America are expected to
see an average drop of 26% in investment banking fees during Q1.

Currencies: EUR/USD has been flat to marginally lower this week as
traders await the ECB monetary policy statement on Thursday. The
world's most traded currency pair has suffered (-4.4% YTD) on higher
US Treasury yields, the prospect of tighter monetary policy in the US
than Europe, heightened geopolitical tensions, and a sell-off in risk
assets.

Data this afternoon is expected to show that high levels of inflation in the
United States have continued to deluge consumers for a third consecutive
month in 2022. Today's release will give investors an idea of how prices have
responded to volatility amid geopolitical pressures as well as new hawkish
developments in Federal Reserve monetary policy.
Analysts are forecasting for the headline CPI figure to come in at around
8.4% versus March 2021 and 1.2% m/m. Numbers of this magnitude were
last seen in the US in December of 1981. The Core CPI result, which
excludes oil and food prices, is estimated to be at 6.6% y/y and 0.5% m/m.
These expectations compare with February's results of 7.9% (for CPI) and
6.4% y/y (for Core CPI).
The US CPI y/y reading has now come in at 5% or above for 10 months
straight, with March set to be the eleventh. Similarly, the Core CPI result for
the region has been in excess of 4.0% y/y since July of last year, indicating
that the US economy is dealing with elevated inflation on all fronts and not
just from energy prices.
Interestingly, and perhaps unsurprisingly, we saw US consumer sentiment
hitting an 11-month low last month as wage increases failed to keep up with
nearly across-the-board price rises.

US Inflation

UK employment figures have been released on Tuesday morning, and have
been generally in line with expectations. The region's unemployment rate
for the three months to February-end was at 3.8%, representing a post-
pandemic low point. This was down from the previous 3.9% and below the
4.0% level in early 2020 shortly before Covid first swept across Europe.
However, it must be noted that the number of job vacancies hit a new
record high in the three months to March at 1.288 million, but the 50,000
increase from February was the smallest rise in nearly a year.
Earnings excluding bonuses increased by 4% in the three months to
February versus the same period a year earlier, a stronger increase than
those typically seen in the run-up to the pandemic. However, when we
account for inflation over the same timeframe wages actually fell by 1.7% in
the United Kingdom - the biggest drop since 2013.

UK Jobs Data
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