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Equities: Risk assets in Europe are in the green again on Thursday (up
about 1.8%), following on from yesterday's positive session. The
EuroStoxx50, having briefly traded its lowest levels since November
2020 earlier this week, is now in positive territory for the week so far.
Traders await the release of the ECB meeting minutes this morning.
London's FTSE index gained ground both yesterday and this morning
despite the ongoing political turmoil in the region. One thing to
remember for the FTSE 100 is that most of its constituents have an
international bias so currency plays an important role in this regard.
The strengthening dollar has been positive for overseas earnings, and
has helped hold up the British equity index relatively well.
VIX at $26.63 on Thursday.

Safe-havens: Gold fell this week as the dollar strengthened and as equities
have begun to move higher again. The yellow metal is currently 2.7% lower on
the week so far, having breached further support zones in the last couple of
days to trade on Thursday at $1,741.
Parts of the US yield curve have inverted once again, as the region's 2yr yield
(3.03%) exceeds the benchmark 10yr (2.97%). This move has been
accelerated by the release of the Fed minutes last night, in which the bank
flagged the concern that sky-high inflation could become a permanent fixture
for the US.
Looking ahead: At some stage later today the EU will release its latest set of
quarterly economic forecasts. Just after midday we are also due to see the
minutes from the ECB's most recent monetary policy meeting, after we got
the same from the Fed last evening.
ECB's Lagarde is due to speak tomorrow at an event in France, and could
potentially look to give guidance ahead of the central bank's July 21st meeting.
Then at 1:30pm Irish time tomorrow the US Non-Farm Payrolls and
Unemployment Rate figures will come due. These are expected at +275k for
NFP vs the prior +390k, and 3.6% for unemployment vs the prior 3.6%.

Currencies: The US Dollar strengthened again on Wednesday, with the
Dollar index reaching a high of 107.06 before pulling back slightly this
morning. This was the index's highest price since late 2002, and was
driven by the Fed minutes yesterday which were relatively hawkish.
GBP/USD remains near a two-year low around 1.197 after news has
broken about Boris Johnson's imminent resignation.
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In its latest Quarterly Economic Bulletin, released this week, the Central Bank
of Ireland (CBI) has stated it now expects inflation in the country to average
out at 7.8% this year before falling to a 2023 average of 4.2%. The CBI has
also warned that inflation could peak in the coming months at over 10% but
should then decline. This will unfortunately eat into household disposable
incomes, which are expected to fall by just over 3% on average, for the first
time in a decade. The CBI also stated that government action on energy taxes
has limited the negative impact on incomes. Next year, the bank has
projected for wage growth of about 6.6% but has advised that wage
increases will be uneven across the economy with larger gains in high-growth
sectors such as technology.
On housing, the CBI forecasts that output should be back up to 31,000 units
per year by 2024. However between now and then, building materials supply
issues, as well as construction inflation, will result in 5,000 fewer houses
being built than they had previously hoped for.
The bank has also expectedly reduced its forecasts for growth in the
domestic economy, projecting the 'Modified Domestic Demand' figure to
come in at 4.3% this year and 4.2% next year. GDP is set to increase by 9.1%
versus the April forecast for 6.1% - due to the continuing strong performance
of the export sector.

Central Bank of Ireland

UK Politics
Boris Johnson is due to quit as UK prime minister later today after a dramatic
couple of days in which more than 50 members of his government resigned,
demolishing his political authority according to the Financial Times this
morning. Johnson is expected to make a statement around lunchtime when
he will likely announce plans to remain as a caretaker prime minister until his
Tory party's conference in October.
The prime minister's decision to resign marks the end to a political career in
which he helped lead the successful 'Vote Leave' campaign to exit the
European Union back in 2016, and also took the Conservative party to a
historic general election victory in 2019.
Even Johnson's finance minister, Nadhim Zawahi, who was only appointed to
his post yesterday, called on the PM to leave. "This is not sustainable and it
will only get worse for you, for the Conservative party, and most importantly
of all the country" he said in a tweet.

07/07/2022 - ECB meeting minutes
08/07/2022 - US Non-Farm Payrolls
13/06/2022 - RBNZ Rate Decision
13/06/2022 - US CPI


