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Eurozone yields took a brief step lower this morning, driving down yield
spreads across the bloc as the European Central Bank confirmed reports
that it is to hold an unscheduled council meeting to discuss recent volatility.
This announcement has sparked speculation that the bank could possibly
bring in measures to tackle surging borrowing costs in weaker Eurozone
economies.
The ECB had disappointed investors last week when it provided little detail
over when or how it would intervene in sovereign bond markets to deal with
so-called financial fragmentation, which had raised the costs of borrowing
for vulnerable southern European nations more than for their northern
neighbours.
ECB board member Isabel Schnabel, the head of the central bank's market
operations, yesterday stated that the ECB was "closely" monitoring the
situation and was ready to deploy both existing and new tools if it found
that the market repricing was "disorderly". "We will not tolerate changes in
financing conditions that go beyond fundamental factors and that threaten
monetary policy transmission" Schnabel added.
It is worth noting that the last time the ECB called an unscheduled meeting
was at the start of the pandemic in March 2020, when it launched its
massive QE programme to counter the sharp sell-off at the time.
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Swedish multinational clothing company H&M (Hennes and Mauritz) has this
morning issued a trading update, indicating that the firm saw a larger than
expected increase in revenue for the March - May period. Net sales were up
17% year-on-year (12% measured in local currencies), coming in at 54.5
billion Swedish crowns ($5.37 billion equivalent). Analysts had been
expecting around 52.8 billion crowns.
H&M, which is due to publish full quarterly results at the end of the month,
has not made any comment on today's figures. H&M's biggest rival - the
Spanish 'Inditex' - last week reported an impressive 80% jump in fiscal first-
quarter profit on the back of soaring post-pandemic demand for clothing.
H&M shares are roughly 4% lower after the release on Wednesday morning,
down to 127.90 Swedish crowns, underperforming the broad market and
down 28% YTD.
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15/06/2022 - Fed Rate Decision
16/06/2022 - SNB Rate Decision
16/06/2022 - BOE Rate Decision
17/06/2022 - BOJ Rate Decision

Equities: The main indices on the continent are trading around 1.2%
higher on Wednesday, undoing yesterday's losses after the
announcement about the impromptu ECB meeting later today. Futures in
the US this morning are following Europe higher, S&P 500 futures
currently 0.7% stronger ahead of what could be a vital Fed release tonight
- one which is expected to result in aggressive tightening to curb 40-year
high inflation.
Equity traders will also be keeping one eye on oil prices this month,
looking for any signs of a pullback which would in theory allow inflation to
reduce somewhat.
VIX at $32.30 this morning.

Fixed income: Yields across the board took another significant step higher on
Tuesday, the US 10yr reaching almost 3.5% and UK 10yr hitting 2.6%.
The US 10yr minus 2yr spread came back out of negative territory yesterday,
however very little stands between the two bonds in terms of yield. The region's
30yr - 5yr spread remains negative, indicating yield curve inversion.
The surprise ECB meeting today has provoked some volatility for bonds in the
region. The announcement has at least stopped the surge in yields in Europe
for now, with the Italian-German yield spread also narrowing.

Looking ahead: Chinese Retail Sales and Industrial Production came in ahead
of forecasts overnight, the US will too release Retail Sales figures for May early
this afternoon. However, the Federal Reserve monetary policy release is the
most important data point of the week and will come today at 7pm Irish time.
We will cover the release in further detail in upcoming Updates.
ECB President Lagarde is also scheduled to speak this afternoon, but will very
much play second fiddle to the Fed today. Tomorrow two more central bank
releases will be due - from the Swiss National Bank (not expected to hike) and
the Bank of England (likely to hike by 25bp). Finally, early on Friday morning the
Bank of Japan will release, not expected to make any material changes.

Currencies: EUR/USD is rebounding this morning on the back of the ECB
announcement, up by 0.7% to 1.049 after seeing a one-month low last
night. Dollar pairs may see heightened volatility this evening and into
tomorrow as traders digest the Fed release.
The British Pound was under noticeable pressure on Tuesday, as interest
rate differentials get priced in between the UK and US - the BOE is
forecast to hike by just 25bp on Thursday. EU-UK tensions only served to
worsen the move lower for Sterling.
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