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On Monday we are due to get some Services and Manufacturing PMI data from
Europe, however we have already seen preliminary PMI data for the month of
November, so these releases are not expected to move markets significantly.
Then we will see the US 'ISM Services PMI' release in the afternoon.
Tuesday will be quiet, with the exception of the rate decision due from the
Reserve Bank of Australia in the early hours - the RBA is forecast to hike rates by
25bp to 3.10%, the same size as their prior hike. 
Early on Wednesday morning we will get Chinese trade data, which will be
interesting since November was a month that was plagued with lockdowns
across much of its cities. With China being the second-largest global economy
and the producer of so many goods, its data will offer us with a glimpse into not
only its domestic scene but also demand coming from the Western world.
Wednesday afternoon will see the latest rate statement and monetary policy
release from the Bank of Canada - expected to hike by 25bp to 4.00%. 
On Thursday the ECB President Christine Lagarde will speak, and could
potentially use this as an opportunity to drop any last hints before the central
bank meets next week. Early that afternoon we will also see the weekly US
Unemployment Claims figure.
Friday's focus will be around the US PPI result. Producer Prices in the region are
expected to have eased again in November, providing fresh evidence for the Fed
that their drive to bring down inflation is working. The headline figure is forecast
at 7.2% y/y, down from October's 8.0% and the lowest since June 2021. The Core
PPI is expected at 5.9%, down significantly from the prior 6.7%. We will also see
US Consumer Sentiment results on Friday.

The Week Ahead

European Natural Gas
According to the Financial Times this morning, EU countries managed to cut gas
demand by a quarter last month even as temperatures fell, in the latest evidence
that the bloc is succeeding in reducing its reliance on Russian energy this year.
Data from commodity analytics firm ICIS showed that gas demand in the region
was 24% below the 5-year average last month following a similar fall in October. 
Nations have been seeking alternative sources or making changes to curb
demand. They have been helped by an unseasonably warm autumn, although in
the past two weeks temperatures have dropped closer to normal levels. Gas
storage facilities in the EU were around 95% full at mid-November, close to an
all-time high.
Futures prices this morning indicate that European natural gas trades at €142.50
MWh, up 59% y/y but down 58% from the August peak.

05/12/2022 - US 'ISM Services PMI'
08/12/2022 - ECB's Lagarde speaks
09/12/2022 - US PPI
09/12/2022 - US Consumer Sentiment

Equities: Stock markets on the continent are between 0.25 - 0.40%
weaker at the time of writing. Markets are beginning to pause and
reassess the situation, after their very strong performance over the
course of October and November. The benchmark EuroStoxx50 index
for example has gained ground for 9 consecutive weeks and has
bounced by 22% from its September lows to trade at its highest prices
since March.
Asian equities were higher earlier this morning amid more signs that
China's Covid-zero policy is finally finishing. For the US, attention may
begin to shift towards Friday's PPI inflation data. The Fed and ECB the
following week will clearly be important for equity markets around the
world.

Fixed income: Bonds were mixed at the end of last week, as yield curves in
the United States inverted further as investors continue to show concern
around future growth in the economy. A stronger set of US jobs data on
Friday added to the Fed's leeway to continue tightening monetary policy in
the short-term.
The US 10yr yield has pulled back fairly significantly to around 3.5%, down
from its October-high of 4.33%. Real yields are around 1.5% on the 10yr.
Meanwhile though, the US 2yr (which is mainly driven by near-term
expectations of Fed policy) has traded mostly sideways during this time and
is still above 4.3%.
Commodities: Oil markets are 1.75% stronger on Monday morning, Brent
Crude is up to $87. The commodity is being supported at current prices as
more Chinese cities begin to relax restrictions, ramping up hopes for a full
re-opening. 
In addition to Chinese developments, OPEC+ stated yesterday that they
stand ready to intervene and cut production should market conditions call
for it. Meanwhile, a G7 price cap on Russian seaborne oil comes into force
today, as the West tries to limit Moscow's energy revenues.

Currencies: The US dollar is seeing quiet trade on Monday, having lost
further ground last week. The dollar index is currently at 104.43, with
EUR/USD at 5-month highs of 1.055 and GBP/USD in a similar position
at 1.23. 
Many FX traders will be patiently waiting for next week's central bank
releases.
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