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Equities: Stock markets on the continent are roughly 1.2% lower on
Thursday, continuing on from yesterday's risk-off move. Earlier today the
EuroStoxx50 index briefly touched its lowest point since early March,
while in the US futures today are indicating a slightly weaker open at
2:30pm in New York.
Jerome Powell yesterday said that Fed policy would be set meeting-by-
meeting dependent on the data and there was no explicit guidance for
July's meeting. In light of this, equity markets will be heavily influenced by
US inflation readings due over the coming weeks.
One thing on the horizon for equity markets will be the second-quarter
earnings season, which kicks off in under 3 weeks. Valuations have fallen
but markets will be keen to see corporates' individual earnings guidance
amid ongoing heightened inflation.

Commodities: Both base and precious metals are seeing weaker trade on
Thursday morning, trading lower alongside risk assets as investors likely look to
accumulate cash. Gold is currently down 0.2% this morning to $1,834.
Oil prices have now fallen down below their 20-day moving average indicator
for the first time since the beginning of the year. While energy prices are still
elevated, with Brent around $110 per barrel, we are starting to see some signs
that prices may pull back in the near-term. This would be a welcome move in
terms of its effect on inflation readings and in turn their effect on equity
markets.
Oil should continue to sell off if US rate hikes begin to stall the economy and as
a result dampen fuel demand.

Fixed income: Yields in developed-market regions have pulled back this week,
taking a break from what was a sharp surge in early-June. The US yield curve
remains very flat for the time being.
The spread between Italy and Germany's 10yr bonds has remained flat so far
this week, after quickly narrowing following the ECB's announcement last week.
The spread stands at 2.00%. We should hear more from the ECB on their anti-
fragmentation policy at their July 21st monetary policy meeting.

Currencies: The British Pound continues to weaken on Thursday as
traders mull over the implications of continued upwards pressure on UK
inflation - expected to reach 11% during H2. GBP/USD is down 0.5% to
1.220. Weaker PMI results from Europe earlier are also weighing on the
Euro, with EUR/USD down 0.7% to 1.049 at the time of writing.
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We are beginning to see policymakers at the Federal Reserve coming around
to the possibility of a recession in the United States this year or next, as high
inflation forces the central bank to increase rates at the fastest pace in
decades. "It's certainly a possibility" the Fed Chair Powell said yesterday at his
testimony in Washington DC, pointing out that "It's not our intended
outcome". 
Powell's comments this week contrast to his commentary from early May,
when he assured us that "nothing about the economy suggests that it's close
to, or vulnerable to, a recession". We would like to remind readers that the
definition of a recession is commonly referred to by investors as two
consecutive quarters of negative growth. In real terms, the US has seen a
1.5% GDP contraction y/y during Q1, with an initial result on Q2 growth due
at the end of July.
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The German Economy Minister Robert Habeck is set to make a statement
later today on "energy and supply security" amid expectations that the
German government will trigger the second stage of the nation's gas-
emergency plan. Habeck warned earlier this week that Europe's largest
economy needs to embrace for further cuts in Russian gas flows after
Moscow last week reduced deliveries on its main pipeline to Europe.
Initiating stage two of Germany's plan, "the alarm phase", could involve a
change in the law to allow energy firms to pass on cost increases to homes
and businesses. It may also include the ramping up of coal-fired power plants
to minimize gas consumption.

The Irish economy will continue to grow strongly throughout 2022, according
to the Economic and Social Research Institute (ESRI), based on the
performance of multinational companies in Ireland. However, the ESRI did
recently warn that growth in the domestic economy will slow due to the
impact of inflation. As a whole, the economy is forecast to grow by close to
7% this year. The domestic economy, however, is expected to increase by
just over 4% (4.4% Modified Domestic Demand), which comes in half a
percentage point below the institute's last forecast in March.
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