
Equity markets showed some nervousness on Monday as concerns
around property giant China Evergrande Group defaulting on its
mountain of debt loomed large in the minds of investors. These
latest concerns have triggered a sharp turn in short term stock
market sentiment, as seen by the S&P 500 index spending a whole
trading session below its 50-day moving average for the first time in
over six months.
Evergrande faces an $83.5 million interest repayment this week on
its March 2022 bonds and a further $42.5 million payment next week
on its March 2024 notes, having already missed a small payment to
bank creditors. We note that failure to settle these payments within
30 days of their due date would leave the firm in default. S&P Global
Ratings stated yesterday that a default by Evergrande, the world's
most indebted property developer, would cause more than mere
ripples in financial markets and would likely lead to a tidal wave of
defaults.
In recent days we have seen many analysts play down the threat of
Evergrande's troubles causing a potential domino effect across the
global economy, with many predicting that Beijing will soon step in if
required.
Evergrande shares finished the overnight session just 0.4% lower,
albeit losing over 10% of their value on Monday. The shares have
moved 48% lower in September alone, to 2.27 Hong Kong Dollars,
and an astounding 85% lower so far this year.

Daily Update
Your daily market news, moves

and outlook

Financial News Round Up

22/09/2021 - BOJ Rate Decision
22/09/2021 - Fed Rate Decision
23/09/2021 - European PMIs
23/09/2021 - BOE Rate Decision

Market Moves

Markets Outlook

Tuesday, 21st of September

Key Events to Watch

Equities: Risk assets are looking to undo much of Monday's losses this morning, the main equity
indices are about 1.4% stronger after a volatile session yesterday. Concerns do linger about the
contagion risks associated with Chinese property giant Evergrande, while the FOMC meeting also
continues to dominate thinking. The VIX has fallen to $22.60 this morning, having traded above $28
yesterday for the first time since early May, as futures in the US stabilise on Tuesday after their sell-
off.
Currencies: The Dollar Index is edging marginally lower this morning, to 93.14, after trading through
a one-month-high on Monday, ahead of this week's crucial Federal Reserve meeting. We note that the
Chinese Yuan remains under pressure over Evergrande Group's debt woes, USD/CNH at 6.46 on
Tuesday. EUR/USD sits at 1.1735 today having traded mostly flat so far this week.
Safe-havens: Global bonds saw a bid yesterday as risk assets sold off and investor concerns grew
over the Fed meeting and Evergrande. The benchmark US 10yr, however, has remained within its
relatively tight range of the past 6 weeks, yielding 1.33% this morning. Gold markets have edged
higher since last week's sell-off, the metal moving 0.7% higher so far this week to find fair value at
$1,766.
Looking ahead: Tuesday afternoon looks set to be quiet on the economic data front. The Federal
Reserve release tomorrow is a major focus for markets, investors will be looking for some definite
dates or at least hints as to when tapering will begin and at what pace. Thursday will be busy, with
Manufacturing and Services PMI releases due from Eurozone nations throughout the morning, and
with the SNB and BOE both releasing monetary policy statements. Later today we will see earnings
results from FedEx, followed by the same from Costco and Nike on Thursday.

Evergrande Concerns

OECD Forecasts
The Organisation for Economic Co-operation and Development
(OECD) has today warned that "The recovery remains very uneven,
with strikingly different outcomes across countries", as it also
lowered its 2021 growth forecasts for the world and the United
States while upgrading its outlook for Europe.
Global output is now estimated to grow by 5.7% this year, 0.1% lower
than the OECD's May forecasts, with the 2022 outlook having
improved somewhat (4.5% growth now forecast, 0.1% higher than
previous forecast).
Looking at specific regions: the OECD now expects the US to grow by
6% this year, down from its May forecasts for 6.9%. We note that the
US Congressional Budget Office expects 6.7% growth for the country
this year. The OECD's forecast for the Eurozone this year was
increased to 5.3%, thought the outlook varied within the bloc, with
stronger growth estimated for France, Italy, and Spain.
Interestingly, the growth outlook for China, the second-largest
economy in the world, remained unchanged at 8.5%.
Taking a look at inflation, the OECD now expects the average inflation
rate across the G20 leading economies to reach 4.5% during Q4 of
this year, with 1.5% of this directly caused by the effects of higher
commodity prices and shipping costs. 


