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Equities: The risk-on sentiment from last week has continued on into
Monday morning. Benchmark Eurozone equity indices are flat to
marginally higher at the time of writing. Trading volumes are expected
to be much lower than average this afternoon, with US markets
remaining closed in observance of the Martin Luther King Jr. bank
holiday. With no major news coming out over the weekend, and with
American traders away from their desks today, we could be in for a
quiet start to the week. 
Earnings will be in focus from tomorrow onwards, with attention also
firmly on the WEF in Davos and a range of economic data from across
the globe this week.
Currencies: FX markets were mixed on Friday, with the Japanese yen
the only major mover. Traders reacted to reports that the BOJ will this
week review the effects of its ultra-easy policy stance. 
EUR/USD is flat at 1.083 - all dollar pairs are expected to remain in tight
ranges throughout the day. 
EUR/GBP is slightly higher to 0.887, having seen quiet trade so far in
2023.

Fixed income: Bond yields across the board have fallen YTD as general risk
sentiment has picked up. While we have a constructive view on the asset class
for the year ahead, we remain vigilant and still see some potential for short-
lived moves higher in yield in the nearer term. Lower bond yields may be
ignoring still-elevated Eurozone core inflation and also the slightly improved
outlook for the global economy with sharply lower European energy prices
and upside potential for China's economy later in the year.
Monetary policy: The ECB's battle with inflation may end within half a year
as the central bank begins to reverse rate hikes as soon as July, according to
economists polled by Bloomberg over the weekend. Most of those surveyed
are looking for a peak in Eurozone rates of 3.25%, which would likely involve
50bp moves in February and March, with a 25bp increase then in May. The
median analyst prediction then sees the ECB cutting rates back to 3.00% at
the beginning of Q3.
Turning to the Fed, market pricing would currently suggest a smaller 25bp
rate hike is on the cards for the bank's meeting in just over two weeks. Most
investors are then expecting one more hike with a terminal rate of 4.75 -
5.00%, and a smaller possibility of moving slightly higher.

This week is due to be relatively busy for investment markets, albeit with a
muted start as US markets stay closed for Monday's bank holiday. The World
Economic Forum (WEF) annual meeting begins today in Davos, Switzerland, and
will run all week. The main topics of discussion will be climate change, the
slowing world economy, de-globalisation, and of course the ongoing war in
Ukraine. Eurogroup meetings will also be taking place in Brussels today, and the
Bank of England's Governor Andrew Bailey will speak at 3pm in London.
China will release fourth quarter GDP in the early hours of Tuesday morning -
forecast to slow to 1.6% y/y from Q3's 3.9%. UK jobs data will be released
tomorrow morning, with the Unemployment Rate expected to remain at a low
3.7%, while the region is forecast to have added 19.8k jobs during December.
Also on Tuesday, we will see Eurozone Economic Sentiment results (expected to
improve for the third month in a row) and a Manufacturing Index figure from
the States.
Midweek, analysts are looking for the Bank of Japan to leave rates unchanged at
-0.10%, however the BOJ's messaging has recently become less clear and
somewhat hawkish. The UK's headline CPI and Core CPI are expected to keep
trending in the right direction on Wednesday morning, forecast at 10.5% and
6.2% y/y respectively. US Producer inflation (PPI) will be important for markets in
the region, and is due out at 1:30pm Irish time on Wednesday. It is expected to
show the lowest rate of PPI since July 2021.
The key topics towards the end of the week, aside from earnings, will be central
bank speakers - ECB President Christine Lagarde will speak in Davos on both
Thursday and Friday mornings. We will also get the ECB's meeting minutes from
December. A handful of Fed officials will speak towards the end of the week
also.
In terms of Q4 earnings results, later today we are due to hear a trading update
from Rio Tinto ahead of their full Q4 figures next month. Tomorrow Morgan
Stanley, Goldman Sachs, Interactive Brokers Group and United Airlines will
report, and will be followed on Wednesday by the likes of Charles Schwab,
Prologis, PNC Financial Services, WH Smith, Currys and Ibstock. Then on
Thursday we will hear from Procter & Gamble, Netflix, Northern Trust and Truist
Financial, with results on Friday from Schlumberger, State Street and Ericsson.
Analysts are currently expecting the S&P 500 to see its first y/y earnings decline
since the third quarter of 2020, with a result of -4.1%. For the broad EuroStoxx
600, a y/y increase of 13.9% is forecast. Excluding the energy sector, the index is
still estimated to see a rise in EPS of 6.9%.

The Week Ahead16/01/2023 - US Bank Holiday
16/01/2023 - WEF Annual Meetings begin in Davos
17/01/2023 - Chinese GDP
18/01/2023 - US PPI
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