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European Central Bank policymakers put on a brave face at their annual
gathering this week in Portugal, forecasting further economic expansion
despite impending gas shortages for the region. 
However, ECB officials will be well aware of the Eurozone's slowing growth this
year, mostly due to the invasion of Ukraine and the fallout from that situation.
Zero growth or even a contraction this year would complicate things for the
ECB, as it prepares to hike this summer for the first time in over a decade to
curb inflation, since policy tightening during a recession would risk
exacerbating the downturn.
"I don't expect a recession and in fact, I think there's a possibility for a positive
surprise" ECB policymaker Bostjan Vasle said, "Services are booming and the
labour market is tight. Just a few most visible examples: crowding at airports,
restaurants and holiday destinations across Europe indicates resilience".
Belgium's central bank chief Pierre Wunsch said that "I find it difficult to
imagine having a deep recession without more negative shocks. We have very
tight labor markets, excess spending from the Covid crisis, likely
improvements in bottlenecks and easing supply constraints...There are no big
imbalances in the economy that should provoke a deep and lasting
recession."

ECB Forum

Manufacturing growth in Ireland slowed to a 16-month low last month,
according to AIB's Manufacturing PMI (Purchasing Managers' Index), as new
orders contracted in the face of rising prices. The figure came in still in
expansionary territory, at 53.1, down from May's 56.4 and the all-time high set
in May 2021 of 64.1. New orders were lower for the first time in 4 months as
steep inflationary pressures dampened demand, according to the Irish bank.
"The overall headline PMI was supported by a further strong increase in
employment, as well as a rise in stocks of purchases and continued
lengthening of supplier delivery times. Firms noted ongoing stock shortages at
suppliers because of supply-chain disruptions." said Oliver Mangan, AIB's chief
economist.
"In terms of the 12-month outlook for activity, sentiment remained positive
and has been stable for the past three months. However, some firms
expressed concerns about the impact of rising prices on consumer demand".

Irish Manufacturing

01/07/2022 - Eurozone CPI
01/07/2022 - US Manufacturing PMI
04/07/2022 - US Bank Holiday
05/07/2022 - RBA Rate Decision

Equities: European equities started the session out on the back foot
early this morning, and have since rebounded - the benchmark
EuroStoxx50 is up by a quarter of a percent at the time of writing. This
comes despite Eurozone CPI inflation coming in this morning at 8.6%
y/y versus analysts' forecasts for 8.5%.
The S&P 500 index in the US last night closed out its worst first-half
performance since 1970, with the Dow Jones putting in its worst H1
performance since 1962. We note that financial news headlines today
may make things seem worse than they actually are. Markets in the
US peaked at the very beginning of January. While this is by no means
the largest drawdown we have seen since the 60s/70s, it has by
chance lined up perfectly with the start of this calendar year.

Commodities: Metals are seeing lower trade on Friday morning, with gold
having touched a significant support line at $1,792. Should the precious
metal break this general area, it could next week see its lowest prices since
December or even September.
Agricultural futures (such as wheat, corn, soybeans) in the States have
pulled back over recent weeks, coming down from what had been
overbought levels and also amid the possibility of peaking inflation.

Looking ahead: This afternoon we are due to get a US Manufacturing PMI
release for the month of June - market participants will be keen to see if the
slowdown in growth continues for the US. 
Monday has the potential to be quiet for all markets. US markets will remain
shut on Monday for the 4th of July bank holiday, re-opening on Tuesday. 
The highlights of next week in terms of economic data points will be
Monday's Swiss CPI, Tuesday's Reserve Bank of Australia rate decision,
Wednesday's Fed meeting minutes release, Thursday's ECB meeting
minutes release, and finally Friday's US Non-Farm Payrolls and
Unemployment Rate result for June.

Currencies: The Dollar sold off on Thursday, and is making up some
of this ground today as the Euro trades at $1.1046. On the higher
timeframes, EUR/USD is at a key support level around 1.03 - 1.04. If
this area is broken to the downside we could potentially see the
currency approach parity in the coming months/quarters.
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