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Key Events to Watch

Equities: Stocks are bouncing slightly in Europe on Tuesday, having sold off again yesterday, a
selloff which spilled over into the US and then Asian trading sessions. The tech sector led the
charge lower in the States last night, as oil prices hit multi-year highs, causing concerns to grow
over inflation and higher bond yields, which in turn would call the tech sector's lofty valuations
into question. Investors will also start to look to the Q3 earnings season, due to begin next
week. The VIX is at $22.65 at the time of writing, having seen a sideways range for about one
week now.
Currencies: The Dollar index is about 0.20% stronger on Tuesday morning, helped higher by
the prospect of rising Treasury yields as oil prices soar and inflation in the US looks set to
remain high for some time. The greenback may see some quiet trade over the next few
sessions ahead of Friday's important jobs data. EUR/USD lower this morning to 1.1600.
Safe-havens: Gold has traded mostly flat this week at $1,756, benefiting from higher inflation
expectations, however rising yields have kept a cap on the yellow metal. Bond yields increased
on either side of the Atlantic yesterday as inflation fears grew, US Treasuries have sold off
relatively sharply in recent weeks, pushing the benchmark 10yr yield to 1.48% as of today.
Looking ahead: The highlight of the day in terms of economic data releases will be the US
Services PMI result due at 3pm Dublin time, expected at 59.9 for September versus the
previous 61.7 reading. Market participants, especially in the US, will begin to look forward to
Friday's NFP and unemployment releases which will help shape future Fed policy.

Stock markets in Europe along with equity futures in the United States
have opened slightly higher on Tuesday morning, after what was another
day in the red yesterday as investors rotated out of the high-growth US
tech names as inflation concerns have picked up once again. The tech-
heavy Nasdaq100 equity index moved over 2% lower on the session,
versus the S&P500's -1.3% and Dow Jones' -0.95%, the Nasdaq now down
7% from its all-time high. The move comes amid a cluster of worries that
have hit markets over recent weeks, namely China Evergrande Group's
missed payments, a looming unwind of the Federal Reserve's easy money
policies, a battle among US lawmakers over the country's debt ceiling, and
most recently a surge in Treasury yields on the back of higher inflation
concerns (driven in part by soaring energy prices). Higher yields in the
region would undoubtedly bring the elevated valuations of the US tech
giants into question, and would call for lower prices, at least in the near-
term.
We note that the 5 largest names in the popular S&P 500 index are all in
the tech sector, and have a larger influence on the index (over 22%) than
any comparable group of stocks. The big five's weight in the S&P500 is
almost double the next biggest industry - healthcare.
To put this into context, if you removed these 5 names from the index, the
S&P's losses yesterday would have been almost halved. We believe the
dominance of these technology companies to be a double-edged sword,
throughout the pandemic we saw many of these names do most of the
heavy lifting, but this same group of stocks could weigh on US markets
should we see a leadership change - a problem that European markets do
not really have to deal with due to their sectoral make-up.

Tech Sell-Off

Irish Services PMI

Oil Prices
WTI crude oil surged in price on Monday, reaching above $78 per barrel as
the product touched its highest prices in 7 years. This move came after
OPEC nations and their allies decided yesterday not to accelerate plans to
increase oil production, disregarding calls from the Biden administration
to help tackle a growing global energy crunch.
The OPEC+ group, which includes Russia - the world's largest oil producer
this year, stated on Monday that it would stick with its summer plan of only
gradually increasing production by 400,000 barrels per day each month,
despite ongoing warnings of a deficit between supply and demand.

Ireland's services sector continued to grow last month, according to AIB's
latest PMI (Purchasing Managers' Index) results. The PMI came in at 63.7
for the month, unchanged since August, having been comfortably above
60 for five consecutive months now. "This highlights the very sharp
rebound in services activity as pent-up demand is released amid the on-
going easing of Covid-19 restrictions" said AIB's chief economist Oliver
Mangan.
This robust result has rounded off the strongest quarter of growth for the
sector in Ireland since Q2 of 2006, however the figures also show that cost
pressures reached their highest since 2000, while charge inflation eased
somewhat but remained strong. "This saw prices charged to customers
increase at their second fastest pace since February 2001" added Mangan.


