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Equities: Risk assets have seen relatively volatile moves in both
directions recently, European equity indices dropped by between 2.5%
and 3% yesterday before rallying by over a percent this morning. 
While it was not a leading indicator, Eurozone 'Final PMI' data yesterday
confirmed that the region's economy is now edging closer toward a
contraction. Also adding to the negative sentiment was talk of gas
rationing in Europe, a political crisis in Britain, and a fresh flare-up of
Covid cases in Shanghai.

Currencies: We had a very significant move lower in the EUR/USD pair
yesterday, when it breached an important support level from 2016/17 and
traded as low as 1.024. The world's most traded FX pair has actually been
trending lower for about a year now, after the bout of Dollar weakness we saw
in late 2020 and early 2021 when markets in general were in risk-on mode.
The question now on the minds of investors is whether the pair will reach
parity, i.e. $1 = €1. 
Meanwhile, Sterling vs USD is trading down at levels last seen in the initial
outbreak of Covid and the sell-off after the Brexit vote, GBP/USD at 1.197 this
morning. It is becoming increasingly difficult to see how Boris Johnson will
survive as the leader of the Conservative party in the UK.

Looking ahead: This evening's minutes release from the Fed's June meeting
may give us a further insight into the central banks' thinking when they raised
rates in the US by 75bp. Market participants will be watching closely for any
clues for the July meeting.
We are then due to get the same from the ECB this Thursday. Friday's US June
jobs data will be important in the context of rapidly tightening monetary
policy.

Energy: Volatility is persisting across almost all asset classes this week,
and energy prices have not escaped this by any means. Global markets
are beginning to price in a peak in inflation and shift their attention to
slowing growth. Brent Crude oil fell by a noteworthy 9.5% during
yesterday's session (briefly touching its lowest price since April), and has
bounced slightly to $104.70 on Wednesday.
Renewed concerns of Covid lockdowns across China could also cap oil
price gains in the coming weeks.
European gas prices also spiked to their highest level in months on
Tuesday amid growing fears around supply.
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At 7pm Irish time today the Federal Reserve will make public the minutes
from their most recent meeting. Investors will be hoping that this sheds
some more light on the Fed's thinking and how they view the near-term
path for rates in the United States. The Fed Chair Jerome Powell has said
that the bank could hike rates by either 50 or 75 basis points this month,
when he spoke at the June 15th post-meeting press conference.
Updated quarterly economic projections last month showed that of the 18
Fed policymakers, the median participant saw rates rising to 3.4% by the
end of the year and 3.8% next year, from a current range of 1.5% - 1.75%. 
One point of interest will be whether the minutes give us an insight into
how the central bank would view a decline in economic activity over the
coming year. While Powell has declared that the battle against inflation is
"unconditional", the committee may have had a range of views on whether
it would be necessary to adjust plans in light of any softer data.

Fed Minutes Today

UK Prime Minister Boris Johnson has been left clinging on to power this
week after chancellor Rishi Sunak and health secretary Sajid Javid
dramatically resigned from the UK PM's cabinet within minutes of each
other yesterday. Several junior ministers also quit, leading many to believe
that the so-called mutiny could signal the beginning of the end for
Johnson.
However, we must point out that a number of other senior figures in the
Tory party - namely Dominic Raab (deputy prime minister), Liz Truss
(foreign secretary), Ben Wallace (defence secretary), and Michael Gove
(levelling-up secretary) - all indicated that they would be staying.

UK Politics

The Ireland Strategic Investment Fund (ISIF) has sold its entire 33% stake
in the nation's largest non-bank lender, Finance Ireland, as part of a series
of transactions at the company. International investment manager M&G
plc has taken a significant equity stake in the business, with existing
shareholder PIMCO having also increased its holding. This set of
transactions has also seen some smaller existing private shareholders
reduce their respective stakes in Finance Ireland.
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