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Equities: The main indices in the Eurozone have opened circa 1.4%
lower on Wednesday morning, mirroring negative trade across Asia
overnight and lower US futures. This comes after yesterday's failed
market bounce as bearish sentiment continued to strengthen into the
US close. The EuroStoxx50 is now at its lowest price since November
2020.
Bond-equity correlations remain strong, with bonds currently leading
the way lower (and higher in the case of their respective yields),
dragging the stock market down with them despite still-robust
corporate profits. The VIX is at $34.30 at the time of writing.

Commodities: We are seeing evidence in the oil markets that overly tight
supply is waning - spot prices are falling, forward curves have flattened,
physical differentials have come in, and refining margins have weakened. 
A growth slowdown across the globe has led to lower demand for oil for
some months now, with China (as the world's largest oil importer) being a
particularly important player in this regard.
When adjusted for inflation, Brent Crude oil (2% lower to $83.25 this
morning) is interestingly now back below its 15-year average price. 
It is also worth noting that the Nord Stream 1 and 2 pipelines have seen
unusual leaks - likely the result of sabotage according to officials in Germany,
Denmark, and Poland. European nat gas futures jumped by 7% yesterday as
a result and are another 12% stronger this morning.

Looking ahead: Wednesday afternoon will be quieter on the macro data
front, we will however hear from Fed Chair J Powell at 3:15pm, and other Fed
officials throughout the day. The first of the individual Eurozone nations' CPI
prints will come due on Thursday morning, followed by the remaining nations
on Friday and the full Eurozone figure (forecast at 9.7% y/y). US Core PCE on
Friday afternoon is expected at 0.5% m/m and 4.7% y/y vs the prior 4.6%.

Fixed income: The $24 billion US bond market is experiencing its
greatest bout of volatility since during the height of the coronavirus
pandemic. The MOVE index, which tracks volatility in US Treasuries
similar to the VIX for equities, traded above $158 yesterday for the first
time since March of 2020. This came as the nominal US 10yr yield
continued to push higher, having since reached 4.0% this morning for
the first time in over 12 years.

29/09/2022 - German CPI
29/09/2022 - Canadian GDP
30/09/2022 - Eurozone CPI
30/09/2022 - US Core PCE

The Irish Government yesterday announced the introduction of an €11 billion
package of tax cuts and spending measures (worth 5% of gross national
income), as part of next year's budget. The core focus will be to protect
household incomes from increased energy prices this winter. Importantly,
Ireland is still actually set for a €1b surplus this year, expanding to €6b next
year, due to resilient corporate tax revenues. 
The entry point for paying the higher 40% rate of income tax has been moved
up by €3,200 to the new €40,000 a year, while main tax credits also rose by
€75. The second USC rate band (2% rate) will rise from €21,295 to €22,920.
€600 in electricity credits for every household will be paid in three equal
instalments. Fuel allowance payment recipients will receive an extra €400 lump
sum leading up to Christmas.
The treatment of domestic banks has remained unchanged in this budget
announcement - no alterations to the bank levy and a longer-term approach to
be assessed following the government's Retail Banking Review. The extension
of the Help-to-Buy scheme, in conjunction with the Equity Loan scheme, will
continue to support first-time buyers.
Renters will be due to get a new rent tax credit of €500 per year from 2023,
which can also be claimed in respect of rent paid in 2022. A new Vacant Homes
Tax is also being introduced for residential units which are occupied for less
than 30 days a year. 
Excise cuts for petrol and diesel will be extended until the end of February,
while Carbon Tax increases on fuel from October 12th will be offset with a
reduction of the National Oil Reserves Agency levy.

Budget 2023

The IMF (International Monetary Fund) has issued a warning this week on the
UK's new tax-cutting measures, stating that the move will most likely increase
inequality across the nation. 
"We understand the sizable fiscal package announced aims at helping families
and businesses deal with the energy shock and at boosting growth via tax cuts
and supply measures" said a spokesperson for the IMF, "However, given the
elevated inflation pressures in many countries, including the UK, we do not
recommend large and untargeted fiscal packages at this juncture, as it is
important that fiscal policy does not work at cross purposes to monetary
policy".
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