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Early this morning China announced significant relaxations to its rigid zero-
Covid restrictions, including for the first time home quarantining for those
with milder symptoms. Speculation had recently been building around the
potential for some sort of easing of restrictions, especially after a key
meeting of the country's Communist Party and its policymaking committee
emphasised the importance of stabilising China's economy rather than its
battle against the virus. 
In this meeting, President Xi said the government would "optimise epidemic
prevention and control" as it attempted to steady the economy that grew by
3% y/y during the first nine months of this year, well below their own year-
end target of 5.5%.
While there are still a mix of challenges ahead for China, this has been a
clear step towards further opening and minimising the impact of Covid
control on the world's second-largest economy. Chinese November trade
data, released overnight, indicated that pressure continues to build on its
economy, with exports and imports both contracting by their biggest margin
in several years on the back of weakening global demand for its goods.

Chinese Re-opening

UK House Prices
According to mortgage-lender Halifax's UK House Price Index, prices fell last
month by the most since the global financial crisis 14 years ago. House
prices were 2.3% lower month-on-month during November, the largest drop
since October of 2008 following a 0.4% decline the previous month.
"Some potential home moves have been paused as homebuyers feel
increased pressure on affordability and industry data continues to suggest
that many buyers and sellers are taking stock while the market continues to
stabilise" said director of Halifax mortgages, Kim Kinnaird.

Australian GDP
The Australian economy grew by 0.6% q/q during the third quarter, coming
in slightly below the consensus expectation for 0.7% growth and Q2's 0.9%.
Anuualised growth came in at a still-robust 5.9%, although this has largely
been attributed to the one-off boom late last year in Australia as its
economy re-opened from lockdowns. There were some signs in the July-
September period that consumers were tightening their belts, as the saving
ratio fell from 8.3% to 6.9%.

Equities: Stock markets are mixed but fairly muted on Wednesday
morning in Europe, after what was also a mixed performance from
Chinese equities overnight amid re-opening announcements. 
The Eurozone's EuroStoxx50 index trades 0.15% lower at the time of
writing while the UK's FTSE100 is marginally higher. Both indices have
seen very impressive trade over the past couple of months, gaining
23% and 13.5% respectively from trough-to-peak in this latest rally. In
this context, markets seem to be taking a long-overdue break this
week, seeing a small pullback in price so far.
Investors will keep an eye on any further Chinese announcements,
and will begin to prepare for Friday's US PPI, next Tuesday's US CPI,
and of course the Fed and ECB in the middle of next week.

Bonds: German Bund yields were lower across the whole curve, after
comments emerged from ECB's Philip Lane that said the Euro Area's
economy is "close to peak inflation". The benchmark German 10yr yield has
moved down to a near 3-month low of 1.785% this morning, while the
more policy-sensitive 2yr yield remains in a tight range of 1.95 - 2.20%, and
near its 14-year high. Similarly, the US 10yr yield has trended lower over
recent weeks, and credit spreads in the States have been tighter.

Looking ahead: Like we saw yesterday, Wednesday is due to be fairly
quiet in terms of market-moving data releases. 
The rest of the day will be mostly quiet. The Bank of Canada will release
their latest rate statement at 3pm, likely to hike by 50bp this time to 4.25%.
The 'Revised' Q3 GDP reading for the Eurozone will also come due this
afternoon (third of three results for the third quarter), and will likely only
have a very small change if any at all.
Focus will begin to shift towards Friday's US Producer Price Index (PPI)
inflation result, which is expected to have fallen to 7.2% from the prior
8.0%.

Currencies: The US dollar has actually picked up slightly this week,
the dollar index rebounding to around 105.61 after last week seeing
103.93 for the first time in over 5 months. Global recession concerns
and the prospect of higher rates have supported the greenback.

Wednesday, 7th of December

07/12/2022 - BOC Rate Decision
08/12/2022 - ECB's Lagarde speaks
09/12/2022 - US PPI
09/12/2022 - US Consumer Sentiment


