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Monday is set to be relatively quiet from an economic data point of view, we will
however get the release of the US 'Empire State Manufacturing Index' at 1:30pm
- expected to have contracted slightly on last month. New Zealand will release
CPI inflation results tonight forecast at 1.5% q/q for the third quarter. In the early
hours of Tuesday morning Chinese GDP data will come due, this is expected at
3.4% for Q3 vs the same period one year prior, and against Q2's depressed 0.4%
result. Eurozone 'ZEW Economic Sentiment' results will then follow on Tuesday
morning, expected at a fresh post-GFC low.
CPI inflation figures will be in focus on Wednesday, the UK's result for September
is forecast at 10.0% y/y and Canada's at 6.8%. Thursday will be relatively quiet,
with a handful of Fed speakers in the US, and Friday will see Retail Sales numbers
out of the UK.
In terms of corporate releases this week: later today we are due to see fourth-
quarter results from Bank of America, Charles Schwab, and Bank of New York
Mellon, followed on Tuesday by Johnson & Johnson, Lockheed Martin, Netflix, and
State Street. Wednesday will see results from Tesla, Procter & Gamble, ASML,
Abbot Laboratories, and Nasdaq, with numbers later in the week to come from
Philip Morris, Union Pacific, AT&T, Danaher Corp, Verizon, American Express, and
Schlumberger.

The Week Ahead

UK Update
Markets' focus this morning has once again turned to the UK's macroeconomic
and political developments. After his appointment on Friday, replacing Kwasi
Kwarteng, the new UK Chancellor Jeremy Hunt is expected to set out billions of
pounds of savings to stabilise the public finances. Further announcements by
lunchtime and a statement to the House of Commons will see many more
billions  in reversals of policy, to plug a hole in borrowing forecasts worth tens of
billions.
It is becoming more clear that PM Liz Truss is battling for her political survival at
present, as leading business figures and Conservative Party MP's heap pressure
on her to resign after a series of damaging U-turns that have shredded her
credibility.
Meanwhile, we have seen the Bank of England governor Andrew Bailey suggest
that rates in the UK will (unsurprisingly) need to be increased further than was
initially hoped, in the face of inflationary pressures. Bailey also stated last week at
the IMF meetings that there had been "a very clear and immediate meeting of
minds" with new Chancellor Jeremy Hunt on the need for financial stability and
the measures to achieve it.

Equities: European equity indices are edging higher this morning,
the benchmark EuroStoxx600 currently up by 0.3%, led higher by
energy, financials, and utilities. London's FTSE100 is similarly up by
0.35% at the time of writing. VIX remains near the upper end of its
range at $32.45, albeit below the $35 - $39 seen at the beginning of
the year. Markets have been calmed somewhat by the news over the
weekend that the new UK Chancellor Hunt will reverse Kwarteng and
Truss' unfunded tax cut plans, and shore up market confidence after
weeks of turmoil.

Currencies: The US dollar is slipping this morning, with the dollar index
down 0.25% at the time of writing to 112.96 after edging higher last week.
Sterling has been the main beneficiary, and is 0.9% higher against the
greenback on Monday and 0.6% stronger vs Euro. 
Dollar bulls appear to be pausing for breath after last week's higher US CPI
print reinforced bets of further aggressive rate hikes in the US.

Commodities: Energy prices are rallying on Monday morning, with Brent
Crude and WTI up about 1.4% each to $92.90 and $85.80 respectively.
These oil contracts are looking to undo some of last week's losses, as more
OPEC+ members expressed support for a recent cut to production quotas
(by 2 million barrels per day), despite increased opposition from the United
States. Among these nations are Saudi Arabia, UAE, Iraq, and Kuwait.
The Biden administration last week criticized the supply cut, stating that it
will increase oil prices and subsequently support Russia's war effort against
Ukraine by giving Moscow higher crude revenues. Washington also
accused OPEC leader Saudi Arabia of coercing smaller members into
complying with the cut.

Fixed income: It was yet another eventful week for UK Gilt markets,
after we saw mixed messaging from the BOE and UK government.
Yields across the curve in the UK have fallen on Monday morning,
amid the sacking of Kwasi Kwarteng and inevitable reversal of his
fiscal package, and also a softening to rate hike expectations. Futures
markets are now pricing in the UK's Bank Rate peaking nearer 5.5%
by mid-2023, rather than the prior 6%. The UK 2yr yield is down to
3.63%, 10yr to 4.08%, and 30yr to 4.53%.

18/10/2022 - Chinese GDP
19/10/2022 - UK CPI
19/10/2022 - Canadian CPI
24/10/2022 - European & US PMIs


