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Equities: The main indices on the continent are currently between
0.25% and 0.70% weaker on Monday morning, following on from
Friday's negative move for risk assets. Traders sold equities after the
stronger than expected set of US jobs data - which of course
indicated a more aggressive Federal Reserve to come in the weeks
ahead. We continue to see unorthodox market responses to what
would have historically been seen as 'good news' or 'bad news' -
investors have become increasingly focused on monetary policy and
what policymakers' reactions will be to the latest data points.
Asian stocks moved lower overnight, with Chinese chipmakers leading
declines on new US trade curbs. The White House unveiled export
controls cutting off Chinese firms from certain semiconductor chips
made with US equipment.

Commodities: Oil prices jumped by about 4% on Friday to a fresh five-
week high, lifted again by the OPEC+ decision last week to make its largest
cut to supply quotas since 2020. This rally came despite concern about a
possible global recession early next year and rapidly increasing interest
rates.
Brent Crude rose to a high of around $98.60 on Friday, before moving half a
percent lower this morning. WTI Crude got to $93.30.

Economic Data: On Friday we saw the US' jobs data come in slightly
stronger than expected, causing risk assets to sell off and investors to price
in more hawkishness from the Federal Reserve. US non-farm payrolls
increased by 263k in September, slightly more than was expected. Average
hourly earnings rose by the expected amount (0.3% m/m) and the region's
unemployment rate fell unexpectedly to 3.5%.
Markets are now looking for the US central bank to hike rates by another 75
basis points when they meet early next month, then by 50bp in December
which would bring rates to 4.25 - 4.50%. Rates are then expected to remain
at this level or slightly higher for all of 2023.

Currencies: The dollar has gained ground over the past week, with
the dollar index now back up to 113.13 and fast approaching its 20-
year high seen at the end of September. Market commentators are
pointing to a barrage of missile attacks against Ukrainian cities
including Kyiv, as one of the main reasons for this move.

Monday, 10th of October

We are in for another important week in financial markets, with investors now once
again turning their attention towards the pressing matter of US inflation, as well as
the beginning of the Q3 earnings season. 
Monday may remain quiet across markets, as Japan, Canada, and the US all observe
bank holidays. We note that markets on Wall Street however will not close today.
Monday will also be very light on macroeconomic data, but we will see the beginning
of IMF meetings which will run all week. Turning to tomorrow - UK jobs data will
come due before market open, and may have an impact. The region's
unemployment rate is expected at 3.6% for August - in line with the prior month and
sitting at its lowest point since 1974.
On Wednesday morning the UK will release GDP data for August, expected at 0.0%
m/m vs July's 0.2%. The US PPI (Producer Price Index) figure will be expected at 0.2%
m/m and 8.3% y/y (importantly falling for three straight months before this) on
Wednesday afternoon. This PPI result indicates how quickly prices are rising or
falling at the wholesale level, and may give us an idea of what to expect from the
country's CPI figure. Wednesday will also see a speech from ECB's Lagarde and the
release of the Fed's most recent meeting minutes.
The US CPI itself will be released on Thursday, and is forecast at 0.2% m/m for
September (vs the prior 0.1%) and 8.1% y/y (vs the prior 8.3% beat of expectations).
Finally, on Friday, Chinese CPI will come due, as will US retail sales and consumer
sentiment readings.
In terms of earnings, we are expecting to see another uptick in economic warnings
from corporate executives about the current state and outlook for their businesses.
Earnings estimates are widely expected to be cut in the main regions, however still
remain in positive territory for the most-part.
Pepsico and ASOS will kick off proceedings on Wednesday, and will be followed on
Thursday by the likes of Wells Fargo, BlackRock, Delta Airlines, and Walgreens Boots
Alliance. Friday will then see releases from UnitedHealth Group, Morgan Stanley, JP
Morgan, and Citigroup.

The Week Ahead

Headlines have emerged over the weekend that the BOE is ready to increase the
size of its daily purchases of government bonds, after the scheme was due to finish
this Friday. 
"To date, the bank has carried out eight daily auctions, offering to buy up to £40
billion, and has made around £5 billion of bond purchases... As set out previously, all
purchases will be unwound in a smooth and orderly fashion once risks to market
functioning are judged to have subsided" it said in a statement on Monday morning.

Bank of England

10/10/2022 - US, Canada, Japan Bank Holiday
12/10/2022 - UK GDP
12/10/2022 - Fed Meeting Minutes
13/10/2022 - US CPI


