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30/09/2021 - Fed Chair Powell speaks
01/10/2021 - Eurozone HICP Inflation
01/10/2021 - US Core PCE Inflation
01/10/2021 - US Manufacturing PMI
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Markets Outlook

Thursday, 30th of September

Key Events to Watch

Equities: Risk assets are mostly looking to continue their rally into Thursday, having rebounded
yesterday from Tuesday's sell-off. The benchmark EuroStoxx 50 index is rallying by 0.75% on
Thursday, Germany's DAX 40 trading flat, while London's FTSE 100 is half a percent higher on the
back of stronger GDP data for the region. While the VIX volatility index is lower this morning to
$21.20, concerns over China's economic expansion remain, along with Evergrande yesterday
missing its second debt obligation of the month.
Currencies: The Dollar saw a relatively strong bid on Wednesday, as EUR/USD, the world's most
traded pair, breached major support and traded down to 1.16 for the first time in about 14 months.
The greenback has gained this week as speculation builds for tighter US monetary policy in the near
future. Yields have increased in the States which has also brought in some demand for the Dollar.
Safe-havens: Gold and silver moved lower again yesterday, as the Dollar strengthens and traders
price in a more hawkish Federal Reserve, along with the potential for rate hikes next year. It is worth
noting that silver lost over 4% yesterday to trade below $21.50 for the first time since July 2020. 
Bond yields took a breather on Wednesday and are broadly flat this morning, after rising
significantly in recent weeks.
Looking ahead: This afternoon we will see the release of the US' Final GDP figure. This is the third
of three Q2 GDP releases for the region and is not expected to have a huge impact on markets.
Throughout the afternoon we will see a handful of Fed speakers, importantly with Powell speaking at
3pm. The highlight of the week in terms of data will come on Friday when the Eurozone and US
inflation figures are released.

Overnight we saw China release its September Manufacturing and
Non-manufacturing PMI data, the region seeing its first manufacturing
contraction since the beginning of the pandemic as widespread power
shortages compounded a loss of momentum across the country's
economy. China's manufacturing PMI result for the month came in at
49.6, below the 50.0 mark which separates contraction from
expansion, and versus forecasts for 50.0 and August's 50.1.
These PMI figures are leading indicators, and give us data from the
current month which is often why they are watched so closely by
market participants looking for the latest trends. We believe this miss
of expectations in the manufacturing result reflect weakness across
China's economy as its deals with severe power shortages, a slowdown
across its property sector (not to mention contagion fears with regard
to Evergrande), and occasional outbreaks of the Delta Covid variant. We
would like to also point out that Goldman Sachs this week downgraded
its 2021 growth forecast for China from 8.2% to 7.8%, pointing to
"significant downside pressures" from energy shortages. These
shortages have come about as a result of high industrial production
across the nation just as China's government are desperately trying to
reach environmental targets ahead of the February's 'Beijing 2022
Winter Olympics'.
China's Non-manufacturing PMI for September came in at 53.2 versus
50.0 expectations and the previous 47.5.

Chinese PMIs

UK GDP

Corporation Tax

This morning before market open in London we got the release of the
UK's 'Final GDP' figure for Q2, coming in at 5.5% and ahead of
expectations for 4.8%. This GDP result is the second of two releases
per quarter for the United Kingdom and therefore has much less of an
impact on markets than the earlier 'Preliminary' figure. This q/q result is
the region's strongest since Q4 2020.
This week we saw the Bank of England Governor Andrew Bailey state
that he thinks the economy would regain its pre-pandemic level of
output early next year, a couple of months later than the central bank
had forecast in August. The BOE has recently indicated that it is moving
towards a rate hike, as it expects inflation in the region to get above
4%.

Paschal Donohoe, Minister for Finance, has this morning said that
Ireland will enter the OECD's global tax agreement if stability and
certainty on corporation tax rates can be assured and if not then "we
will stay where we are". The minister stated that the next week will be
critical for the negotiations, since the OECD will issue a further text for
inclusion in the agreement which our government will then consider.
"We will know where we stand when we see the text - it is a delicate
text" he added. 


