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Equities: European stock markets have opened broadly flat on
Thursday morning, with focus firmly on central bank news. Investors
took the Fed release last night as relatively hawkish - we have provided
a full review below. Traders and longer-term investors alike will today
continue to digest the Fed's statement from last night, and position
accordingly over the next few days.
Switzerland's SMI 20 index is slightly higher even after the SNB rate
hike.
In Japan early this morning the BOJ left its yield curve control
unchanged as was widely expected. The bank's guidance also
maintained an easing bias, rates were left at -0.10%. Nikkei225 index
was slightly weaker overnight in what was a mixed session for Asia. 

Fixed income: Short-dated US Treasuries, which had been fairly muted in the
leadup to the FOMC release, jumped to new highs as investors increased their
bets on the scale of future rate rises. 
The yield on the policy-sensitive 2yr note rose to a 15-year high-point of 4.1%
immediately after the Fed statement.
This move has caused the 10yr-2yr spread in the States to invert to its most
negative level since 1981, as investors price in a downturn over the coming
months and quarters.

Looking ahead: The Swiss National Bank has just hiked by 75bp to 0.50%
this morning. The Bank of England, who will release at midday, is forecast to
increase its rates by 50bp (as they did in August) to 2.25%. There is also a
small chance that the BOE will opt for a 75bp hike given Sterling's recent
weakness and the potential for runaway inflation in the UK this winter.
At 3pm we will see Eurozone Consumer Confidence results, expected at its
lowest level since 2009. Tomorrow will be another busy day for financial
markets - with the release of Services and Manufacturing PMIs throughout the
day from Europe and the US, and Jerome Powell also speaking in the
afternoon.

Currencies: It was all about the Dollar yesterday, which reacted
strongly to the Fed's messaging. The greenback hit a fresh 20-year high
against a basket of its peers, ending the session up 0.9%. The Dollar's
strength is becoming more and more of an issue for the global
economy, as it places pressure on emerging market issuers of foreign
currency debt and commodity exporters.
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Equities sold off and yield curves further inverted in the United States last
night following the latest monetary policy statement and rate decision from
the Federal Reserve. This was the central bank's sixth release of the year, with
two more remaining - on November 2nd and December 14th, followed by the
first of 2023 on January 27th. As was mostly expected by the market, the bank
decided to raise interest rates in the US by 75 basis points and also signalled
that borrowing costs would remain high for some time in the region. This
leaves US interest rates at a range of between 3.00 - 3.25%, with the market
now pricing for another 75bp move in November and 50bp in December
which would leave us at 4.25 - 4.50% by year-end.
During the post-meeting press conference, Chairman Jerome Powell stated
that "we are focused on ...getting inflation back down to 2%. We can't fail to do
that. I mean, if we were to fail to do that, that would be the thing that would
be most painful for the people that we serve. So, for now, that has to be our
overarching focus.".
In terms of updated economic projections, the central bank now expects
inflation to come in at an average of 5.4% in 2022, and a core 4.5% (when
excluding food and energy price changes). They then estimate that inflation
will fall to 2.8% in 2023 with a core result of 3.1%. Policymakers also projected
2.3% in 2024 and 2% the following year.
The Fed expects its policy rate to rise to circa 4.4% by the end of this year
before hitting a high of 4.6% in 2023, with no rate cuts predicted for next year.
The US economy is now estimated to grow by just 0.2% this year, and by 1.2%
next year. unemployment is forecast to increase from the current 3.7% to
3.8% by December and to 4.4% in 2023.
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Consumer sentiment in Ireland has dropped to levels last seen 14 years ago
during the financial crisis, as worries around the the impact of surging energy
costs drastically affect the outlook for household finances. 
The KBC Bank Ireland consumer sentiment index came in today at 42.1, down
from 53.4 in August and having now fallen for seven of the last eight months.
The reading even came in below the Covid low-point of 42.6 and was not far
off the all-time low from the summer of 2008. The index stood at 81.9 at the
beginning of the year. 
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22/09/2022 - BOE Rate Decision
22/09/2022 - Eurozone Consumer Confidence
23/09/2022 - European & US PMIs
23/09/2022 - Fed Chair Powell speaks


