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Equities: Markets are slightly higher this morning on the continent,
after their sell-off yesterday, the EuroStoxx is currently around 0.25%
stronger. This comes after a mostly lower session from Asia in the
early hours of this morning. Money managers today will continue to
digest the Federal Reserve's meeting minutes from last night, and
position accordingly. We note that there still remains a significant
degree of uncertainty over the size of the rate increase to come from
the Fed next month.
In corporate news, AO World in the UK has outperformed while
Adyen and Made.com have been big movers to the downside.
The VIX, often known as the fear-gauge, has risen slightly this week,
but remains near 4-month lows around the $20.20 mark.

Fixed income: Bonds across the board sold off on Wednesday, causing
benchmark 10yr yields to rally by about 10bp in Germany and 8bp in the
States. 
The UK bond market saw noteworthy moves yesterday, with the region's
10yr jumping by 17bp and 2yr by 24bp. This part of the yield curve is now
in negative territory, similar to what are seeing in the US. This move in
yields, especially on shorter-duration, came after the UK CPI print for July
exceeded analysts' expectations and jumped to 10.1% y/y.

Looking ahead: This afternoon is set to be relatively quiet in terms of
macroeconomic releases. We will however see the Philadelphia Fed's
manufacturing index result, often seen as a leading indicator of economic
health. US Existing Home Sales figures will also be due later today.
Friday's data will include monthly Retail Sales from the UK during the
morning, followed by the same from Canada in the afternoon. 
Next week the key events will be the European and US PMIs for August, US
GDP for Q2, and the Jackson Hole Symposium.

Currencies: The Dollar has mostly seen sideways trade, after rallying
on Monday. USD pairs were mixed after last night's Fed release,
EUR/USD remaining broadly flat around 1.016 and GBP/USD down to
1.204. The greenback may see fairly quiet trade for the remainder of
the week.

The Federal Reserve last night made public the minutes from its July session,
giving us a closer insight into the meeting in which they once again hiked
rates in the US by 75bp. It has now emerged that officials at the central bank
discussed the need to keep interest rates at levels that will restrict the
country's economy "for some time" in a bid to contain the highest inflation
rate in about 40 years.
The minutes signalled that policymakers at the Fed were intent on moving
forward with the tightening of monetary policy but were aware of the risks of
overdoing it. With tackling inflation now as their number 1 goal, and the
"upside risks" to the outlook for price growth, officials supported raising
interest rates in the US to the point where they will act as a drag on
economic growth. Raising rates to these sorts of levels would allow the Fed
to increase them even "further, to appropriately restrictive levels, if inflation
were to run higher than expected", the minutes noted.
In light of these minutes, traders will now begin to turn their attention to the
Jackson Hole Symposium which kicks off this day next week. This event will
include key statements from central bank leaders, namely Jerome Powell.
The market is currently pricing in about a 61% chance of a 50bp rate hike by
the Fed in September and a 39% chance of another 75bp move.

Fed Meeting Minutes

US - Taiwan
The United States and Taiwan have agreed to begin trade talks under a new
initiative, stating that they plan to reach agreements with "economically
meaningful outcomes". Both sides unveiled the US-Taiwan Initiative on 21st-
century trade back in June, just days after the Biden administration excluded
the Chinese-claimed island from its Asian-focused economic plan designed
to counter China's growing influence.
The negotiating mandate released along with the announcement stated that
both sides have now set a robust agenda for talks on matters such as trade
facilitation, good regulatory practices, and removing discriminatory barriers
to trade.
The news comes as the US's top envoy in East Asia said it is expecting China
to ramp up its military, diplomatic, and economic "coercion" of Taiwan, after
Beijing's unprecedented drills around the island it claims as its own.

19/08/2022 - UK Retail Sales
23/08/2022 - European & US PMIs
25/08/2022 - US GDP
25/08/2022 - Jackson Hole Symposium begins


