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Equities: Sentiment is fairly robust on the continent on Friday morning,
despite worryingly high Core CPI inflation for the Eurozone being
released yesterday. Germany's DAX is currently 0.85% higher, France's
CAC is up half a percent, and Italy's FTSE MIB is almost a full percent
stronger. Stocks this morning are likely being boosted somewhat from
gain across Asia and the US last night. 
Data overnight showed that China's services sector expanded at its
fastest pace in six months during February, pointing further to a
recovery that is well underway in this important export market for
Europe.
The US' VIX sits at $19.70 this morning, still relatively subdued. Fed
member Raphael Bostic last night said he favoured "slow and steady" as
the appropriate course of action for the US central bank.

Fixed income: Bond yields rose across the board again on Thursday - an
avalanche of stronger inflation data over the past month has forced shorter-
term investors to exit bond positions, both for sovereign and corporate debt.
Last month we saw US 6-month T-bill yields (highest part of the yield curve)
move above 5% for the first time since 2007.

Looking ahead: The rest of Friday will be fairly quiet, in terms of regular
economic data releases. We have already seen this week's main corporate
results come out, with some smaller firms due to release later on in America.
The main data point of the afternoon will be the US Services PMI (for
February) - the figure is forecast to fall slightly to 54.5 but importantly remain
well in expansionary territory.
Looking on to next week: key events to keep an eye on will include the Fed
Chair J Powell speaking on Tuesday and Wednesday, also ECB's Lagarde and a
revised Eurozone GDP result on Wednesday, Chinese CPI on Thursday, and
finally UK GDP and important US jobs data on Friday. Earnings next week will
come from Tullow Oil, Ibstock, Quilter, Aviva, M&G, Entain, Forterra, Ferguson,
Deutsche Post, Irish Continental Group, CrowdStrike, Oracle, Wheaton
Precious Metals, and DocuSign.

Currencies: The US dollar remains in focus when looking at FX
markets, as we enter a new month. Investors have of course spent the
last few weeks stepping up their bets for the Fed to hike further and
leave rates elevated in the States for longer. EUR/USD undid its gains
yesterday from after the CPI release, and in fact finished in the red.

03/03/2023 - US Services PMI
07/03/2023 - Fed's Powell speaks
08/03/2023 - ECB's Lagarde speaks
10/03/2023 - US Non-Farm Payrolls

Costco Wholesale Corp last night reported a mixed set of results for its fiscal
second quarter, sending its share price down by circa 2.5% in after-hours
trade overnight. Trading on an expensive 32.8x forward-P/E (versus peer
average of 25.1x), the stock is due to open this afternoon around $473.50,
which would leave it up 3.75% YTD after losing 19.6% in 2022.
As consumers sought out value and moved away from discretionary
spending in the US, the wholesale retailer saw a slight miss in quarterly
revenue, coming in at $55.27, albeit still up 6.5% y/y. Adjusted EPS was $3.30
versus forecasts for $3.21, while same-store sales rose by 6.8%, up on the
6.16% priced in by markets.
Reportedly, and unsurprisingly in our opinion, the firm saw a slowdown in
demand for discretionary goods such as toys, jewelry, electronics, and home
goods as higher rates and high food price inflation forced consumers to look
for more needs-based consumable goods that are pocket-friendly.
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On Thursday we saw Euro area consumer inflation exceed analysts'
expectations - with the headline figure coming in at 8.5% y/y for February,
down marginally from the prior 8.6%. Core CPI, which will have been the
ECB's main focus yesterday, put in a new all-time high of 5.6% y/y, up from
January's 5.3% reading.
Taking a closer look, energy inflation slowed to 13.7% from 18.9%, while
prices rose at a faster pace for food (15.0% vs prior 14.1%), non-energy
industrial goods (6.8% vs prior 6.7%), and services (4.8% vs 4.4%). Among the
region's largest economies, inflation accelerated in Germany, France, Spain,
and the Netherlands, while in Italy it slowed.

The latest AIB Services PMI figure for Ireland shows that growth in the sector
picked up again last month. The result came in at a very strong 58.2, up from
January's 54.1. This is its highest reading since May of last year, and is well
above the Eurozone's 53.0, UK's 53.3, and US' 50.5. 
"Businesses continued to report upward pressure on wages, as well as
transport and energy costs, though the rate of increase in input prices eased
somewhat further to a 20-month low" said the author of the report, AIB's
Oliver Mangan.
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