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Equities: The Eurozone's main equity markets are rallying once
again this morning - with the EuroStoxx 50 and 600 indices up by
between 0.15% - 0.40% at the time of writing. This is despite a
Eurozone Investor Confidence figure falling today for the first time
since October. ECB's Lagarde commented on the weekend that
headline inflation is set to slow in 2023 while core inflation is seen
as stickier.
Asian markets were mostly positive overnight, with the exception of
slightly weaker trade from mainland China. The Chinese
government announced a 5.0% GDP target for this year, at the
lower end of expectations.
All three of the major US indices finished last week in the green -
with the often-used benchmark S&P 500 seeing its first positive
week in the last four. The technology, industrials, energy, and
materials sectors all led the move higher for the S&P last week,
while healthcare and consumer discretionary lagged.
The VIX trades just above $19 on Monday morning.

Currencies: The dollar index, which measures the greenback against six
other major global currencies, pulled back slightly last week and is trading
flat this morning at 104.55. This follows a 4.5% bounce in the index which
occurred over the course of February. We expect EUR/USD to remain
fairly muted around 1.06 - 1.065 until we get further clarity from Powell
and Lagarde midweek. Beyond this, risk events for the FX pair include this
Friday's US jobs data, as well as next week's US CPI and ECB releases.
Commodities: Bloomberg's benchmark commodity index gained over
3% last week, mainly on the back of stronger oil prices. Brent Crude
rallied to $86 towards the end of last week while the WTI contract made it
almost as high as $80. Oil has since moved about 0.8% lower this
morning after China set a modest growth target for this year and avoided
any large stimulus. Other commodities such as metals and agricultural
products are flat to slightly lower on Monday.
The aforementioned commodity index has continued to grind lower over
recent months, having declined by 14.5% over the past year. We expect
trade to remain relatively stable for the remainder of Q1.

Monday, 6th of March

Monday is due to be very quiet in terms of economic data releases, the Reserve
Bank of Australia will however report overnight and are expected to hike rates by
25bp to 3.60%. 
Jerome Powell's two-day semi-annual monetary policy testimony (on Tuesday and
Wednesday) will be one of the most important events of this week. Generally, the
earlier Tuesday speech (due at 3pm Irish time) holds the most weight, with the
main messaging from this often being repeated the following day. What we will be
watching for are any hints with regard to the economic outlook in the States,
specifically with regard to any comments on inflation or wage pressures, or indeed
employment. 
ECB President Christine Lagarde is also due to speak in Geneva on Wednesday,
and the Bank of Canada will report. The BOC are widely expected to leave rates
unchanged at 4.50%, following their January meeting in which policymakers stated
that they are holding steady at current levels while they assess the impact of
cumulative interest rate increases at their upcoming meetings.
Overnight on Thursday the Bank of Japan will release their latest monetary policy
statement, and are very much expected to leave rates unchanged at -0.10%. The
chief focus for the BOJ release will be on any adjustment to its yield curve control
policy. 
Friday's US jobs data could also be fairly influential for investment markets, as
investors try to gauge when the Fed will end its tightening cycle and at what rate.
The Non-Farm Payrolls report is expected to show that 200k jobs were created in
February, versus January's shock upside surprise of 517k. The region's
Unemployment Rate is forecast at 3.4%, in-line with the prior result and still at its
lowest since 1969. 
UK GDP is also due on Friday - the economy is expected to have marginally
expanded in January, at 0.1% m/m vs December's -0.5%.

The Week Ahead

Chinese Economy
China has set an economic growth target of 5.0% for 2023, as it kicked off the
annual session of its National People's Congress, which is poised to implement the
biggest government shake-up in a decade.
Economists had expected a more ambitious target of above 5% following a
rebound in consumer and business spending after the country's substantial U-turn
on their strict zero-Covid policies. This is likely quite a calculated move from the
Chinese government - a slightly cautious outlook for 2023 would leave some room
for results to exceed forecasts and therefore possibly restore some credibility
around this target that China issues on an annual basis. 

07 & 08/03/2023 - Fed's Powell speaks
08/03/2023 - ECB's Lagarde speaks
08/03/2023 - Revised Eurozone GDP
10/03/2023 - US Non-Farm Payrolls


