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Equities: Stocks are slightly weaker on the continent on Tuesday
morning, taking a bit of a break after their recent strong run-up. Last
night and early this morning US and Asian markets saw mostly negative
trade.
The S&P 500 is at a very interesting point on the charts this week, having
recently touched off both its 200-day moving average and the
downwards-sloping trendline that we have seen YTD. More individual
stocks have convincingly participated (stronger market breadth) in this
latest rally than they did during the summer move higher - this is a net
positive that cannot be ignored. Even if we do see a pullback over the
coming months, improving market breadth is usually a signal that we are
coming to the end of a bear market.
VIX is at $20.60 at the time of writing on Tuesday morning.

Safe-havens: Bond yields mostly rose yesterday, a surprising improvement in
the US services sector lifted expectations of a 'hawkish' 50bp hike from the Fed
next week. This helped push the US 10-yr yield to 3.60%.
Precious metals have been steady after overnight falls, monetary policy will be
in focus as is the case for most asset classes over the next week. Oil has
stabilised this morning after the main contracts lost over 3% yesterday.

Looking ahead: The rest of Tuesday is due to be quiet in terms of influential
data releases. US and Canadian October trade balance figures will be released
later today, however, followed by the same from China overnight. 
Tomorrow the Bank of Canada is due to make its latest rate decision. The BOC
is most likely to hike rates by 50bp to 4.25% in our view, with some current
forecasts from economists at investment banks looking for 25bp and even 75bp
in some cases.
Further out, Thursday will see ECB's Lagarde speak at a virtual conference in
Europe, the weekly US Unemployment Claims, and some smaller figures. Friday
should be the highlight of the week - as we get Chinese CPI and PPI results,
followed by the topical US PPI figure for the month of November and also some
US Consumer Sentiment data.

Currencies: The Euro remains near $1.05, despite seeing a slight move
lower on Monday. This particular currency pair may see outsized intra-
day movements in either or both directions over the course of next week
as investors attempt to digest and act upon the Fed and ECB releases on
Dec 14th and 15th.

This morning we have seen the European Central Bank's Chief Economist
Philip Lane state that consumer price inflation is likely near its peak for
the Eurozone, while also acknowledging that the ECB will raise rates
again. "We do expect that more rate increases will be necessary, but a lot
has been done already" according to Lane, "The starting point is different
now. We've already hiked rates by 200bp. We should take into account
the scale of what we have already done".
Interestingly, we also saw the Governor of the Central Bank of Ireland
Gabriel Makhlouf comment yesterday that a half-point move from the
ECB next week is the most likely outcome, confirming what most market
participants already believed. 
On inflationary pressures, Philip Lane said he could not "rule out some
extra inflation early next year. Once we are past the initial months of
2023, in the spring or summer, we should see a sizeable drop in the
inflation rate. That said, the journey of inflation from the current very high
levels back to 2% will take time."

ECB Comments

According to the latest figures from the Banking & Payments Federation
of Ireland (BPFI), average rents across the country have jumped by more
than 82% over the past 12 years. This represents a stark comparison with
the EU average of just an 18% rise over the same period of time. 
BPFI chief executive Brian Hayes explained that the large gap that now
exists between average rents and mortgage payments, along with
significant latent demand, are likely to balance any negative impact on
demand for mortgage lending in the short term which itself will likely
continue to impact house prices unless we see a substantial increase in
supply.

Rents in Ireland

The Reserve Bank of Australia hiked its main interest rate to a 10-year
high overnight of 3.10%. This was a 25bp move from the prior 2.85%, as
was mostly expected by analysts. The RBA are one of a handful of central
banks who have already slowed their pace of tightening over recent
months, but have still brought rates up by 3% since April.

RBA

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


