
Markets in general are in for a fairly quiet start to the week, as both
US and Canadian markets remain closed until tomorrow in
observance of the Labor Day bank holiday. In addition, there will be
no economic data points worth noting out of any European countries
this afternoon to move prices. Moving forward, in the early hours of
Tuesday morning the Reserve Bank of Australia will release its latest
rate statement, as a worsening outbreak of the delta variant in the
region dims prospects of a rapid economic rebound. Tuesday
afternoon will see economic sentiment figures from the Eurozone.
Focusing on mid-week, the Bank of Canada will release its rate
decision on Wednesday at 3pm Irish time, the bank having already
begun the tapering of its Covid-era QE programme, back on the track
toward policy normalisation. 
The likely highlight of the week will come on Thursday at 12:45pm
from the European Central Bank, which will be followed by the usual
press conference with ECB President Christine Lagarde 45 minutes
later. We note that a number of ECB officials have recently flagged
that a reduction in the pace of asset purchases may be announced
at this meeting. We are also due to get updated economic
projections from the central bank this time around, the third of four
sets of ECB projections this year. We expect any tapering of the
bank's bond-buying to be limited, at least for now, with the potential
for the PEPP to be reduced from €80b per month to €60b or €70b
towards the end of the year.
To round off the week this Friday, we will see Canada release its
Unemployment Rate and NFP equivalent, along with the US'
Producer Price Index (PPI) inflation reading.
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Equities: Today is set to be very quiet on European markets, as the US remains shut for its
Labor Day bank holiday, this afternoon should see lower than usual volumes. Asian equities
were mostly higher overnight to kick off the week, Japan's Nikkei 225 index rallied by 1.8%
after the departure of PM Suga last week has sparked stimulus speculation. Germany's DAX,
which is due to be boosted from a 30-stock index to 40 at the end of the month, is trading
half a percent higher on Monday, just 1% off of its all-time high. EuroStoxx 50 is currently
0.75% higher on the session as volatility remains low in the region.
Currencies: EUR/USD and GBP/USD are both about 0.15% lower this morning, to 1.186
and 1.384 respectively, as the Dollar sees slight strength. The greenback is however
remaining fairly near its one-month lows after Friday's NFP figure came in below
expectations, causing investors to believe that an early Fed tapering is now probably off the
cards. Euro traders will have one eye on the ECB meeting and monetary policy release due
to come this Thursday, during which the central bank will give its up-to-date economic
projections for the Eurozone.
Safe-havens: Government bond yields in Europe this morning are broadly flat, volumes will
likely be lower throughout the session as American traders are away from their desks. Bond
yields in Europe did see a boost last week on the back of some hawkish comments from
ECB officials, and as inflation in the region jumped to 3%. Gold is pulling back slightly on
Monday morning, after the metal gained 1.2% on Friday following a lower than expected
Non-Farm Payroll result.

The Week Ahead

M & A Activity 
2021 is on track to break records with regard to merger and
acquisition activity, according to the Financial Times over the
weekend, as about $3.9 trillion worth of deals have already been
agreed since January as firms looks to take advantage of cheap
financing and booming profits. At almost $4 billion, M&A has more
than doubled when compared with the same YTD period in 2020,
and is up from 2019's $2.6tn. Reportedly, at this current pace total
M&A activity will overtake the record high reached back in 2007,
when $4.3tn worth of deals was announced.
August, which is traditionally a quiet month, saw roughly $500 billion
of transactions around the world, compared to the $289b seen in
the same month last year, and the $275b in 2019 pre-Covid. 
Taking a closer look, the tech sector has led the way, with 21% of all
M&A activity, marking the sector's highest proportion since the tech
boom of 1999 and 2000, and up from 16% last year. Financials come
in second place with 12.1%, and Industrials a close third with 12.0%,
followed by Energy and Power (9.6%), Healthcare (9.0%), Real Estate
(8.0%), with smaller amounts from there in other sectors.


