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Equities: Stocks in Europe have opened in negative territory on
Wednesday morning, following on from Wall Street's move lower last
night and despite a broadly positive session across Asia overnight. The
main indices on the continent are down by about 0.6% at the time of
writing.
Markets are showing some nervousness ahead of what will be a very
important inflation figure out of the States this afternoon. A beat or
miss of expectations today could mean the difference between a 50 or
75bp Fed rate hike later this month.
Investors will be keen this week and next to see Q2 earnings results,
and whether firms will have been successful in passing on rising costs
to customers, or if their owns margins will be affected.

Energy: Brent crude fell back below $100 yesterday, with $7 knocked off its
value in one day. Fears have been growing around rolling lockdowns in China
affecting energy demand. Also weighing on oil prices yesterday were reduced
growth forecasts for 2023 oil demand from OPEC. The question now is: will
lower oil prices in the coming weeks or months feed into weaker inflation
readings, since oil remains very volatile in both directions.
Brent is at $100.40 this morning after bouncing slightly, WTI crude at $96.80.

Looking ahead: This afternoon will likely be dominated by the US CPI figure,
which is due at 1:30pm Irish time and is forecast at a whopping 8.8% vs the
previous 8.6%. The Core CPI figure, which strips out food and energy prices,
is expected at 5.7% vs the prior 6.0%.
The Bank of Canada are now expected to raise rates in the country by 75bp
this afternoon to 2.25%, after the Reserve Bank of New Zealand hiked by
50bp to 2.50% overnight as expected.
Delta Airlines are due to release their quarterly results before the US market
open later today. Then tomorrow we will get results from JP Morgan, Morgan
Stanley, and Ericsson.

Currencies: The EUR/USD pair has been very much in focus this week,
reaching €1=$1 briefly yesterday before seeing a slight relief move
higher. This is of course the first time the pair has reached parity since
the year 2002.
Attention for dollar traders is around inflation today, the US CPI print
could cause further volatility for the greenback.
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Earlier this morning we saw the United Kingdom's GDP reading for May
come in at 0.5% compared to the previous month. This was ahead of
analysts' forecasts for just 0.1% and comes after negative readings of -0.1%
and -0.2% for March and April.
The Bank of England had previously projected for a Q2 GDP contraction,
with some economists now suggesting that today's data could mean the UK
may avoid a negative quarterly result.
Britain's new finance minister, Nadhim Zahawi, welcomed the signs of
growth but said there was no room for complacency. "We're working
alongside the Bank of England to bear down on inflation and I am confident
we can create a stronger economy for everyone across the UK" he said in
his statement.
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Irish Cost of Living
Taoiseach Micheál Martin, speaking on RTÉ's Prime Time last night, warned
that the cost-of-living crisis in Ireland could last into the spring of next year.
"We think the winter is going to be very difficult. We have to really look at
this over the medium term" he said, while also stating that Russia's
approach to gas and the uncertainty around energy prices has meant the
situation could get worse before it improves.
Martin said that a package to alleviate pressures on families will be outlined
towards the end of September, "in particular around childcare, social
protection."

American multinational food, snack, and beverage company PepsiCo
announced its Q2 earnings on Tuesday, reporting a 5.2% y/y increase in net
revenue to over $20.2b, beating forecasts for $19.5b. The firm said it now
expects revenue to rise by 10% this year in organic terms, which adjusts for
acquisitions, divestitures, and FX moves. That is up on their previous
forecast of 8% set back in April. PepsiCo did however exercise some
caution and kept its forecast for core full-year earnings steady at $6.63 per
share, 6% above 2021.
The shares fell by 0.6% yesterday to $169.50, just 4.5% off its all-time high
set back in April, and now down just 2.4% YTD.
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