
Similar to last week, markets' main focus for the next few days will
without a doubt remain around the virus and any developments with
regard to Omicron in South Africa and beyond. While the new strain
appears to be more transmissible and less severe based on early
studies, a significant amount of uncertainty still remains over its
ability to evade vaccines, and any news on this front would likely
move markets this week and next.
Despite these virus-related concerns, monetary policymakers have
signaled that they are ready to possibly withdraw stimulus faster
than was previously expected, causing investors to look forward and
price in a number of rate hikes in many regions for 2022. In light of
these developments we expect investors to place significant
attention on this Friday's inflation readings out of the US.
Taking a look at the day-by-day: Monday will be quiet in terms of data
points, in the early hours of Tuesday morning we will see China
release its trade balance figures for November, and the Reserve
Bank of Australia's latest monetary policy decision. After market open
on Tuesday we are then due to get Eurozone Economic Sentiment
from the current month.
Moving on to mid-week, the Bank of Canada will release its rate
decision and monetary policy statement, in what is otherwise set to
be a quiet day. Thursday will see Chinese CPI inflation results in the
early hours, followed by the weekly US unemployment claims
release. Friday will be the main focus for the economic calendar, we
are due to get the US CPI inflation result for November. This figure
comes less than a week before the Federal Reserve's final meeting of
the year, and after Jerome Powell recently admitting that inflation in
the region has proven to be stronger and longer lasting than the
central bank had anticipated. US CPI is expected to come in at 0.7%
m/m vs the previous 0.9%, and a whopping 6.7% y/y vs the previous
6.2%.
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Key Events to Watch

Equities: European equities are looking to bounce again this morning, the main indices are
currently about 0.50% stronger so far. Energy, financials, and cyclical sectors in general are
pushing Europe higher on Monday morning, after a volatile couple of weeks for the asset class
as fears about Omicron and a more hawkish Fed grew. Equity markets, especially in the US, will
begin to look towards Friday's inflation figures due from the States, which comes less than a
week before the Fed's important December meeting (on the 15th). The VIX is trading around
$29 this morning, the volatility gauge reached $35.32 on Friday evening, its highest point since
January.
Currencies: EUR/USD has traded mostly sideways over the past couple of weeks, and despite
increased volatility across most other asset classes, FX has remained fairly quiet. The world's
most traded currency pair trades roughly 0.20% lower on Monday to 1.1290, as the Dollar
remains relatively well supported still by uncertainty surrounding the new Omicron variant -
which is in at least 15 US states so far. Fed Chair Powell's recent comments about inflation in
the region staying high for longer than previously predicted have also served to underpin the
greenback, as traders look to the possibility of a relatively hawkish Fed vs other central banks.
Safe-havens: Precious metals moved lower again last week, investors are pricing in rate hikes
in the US and UK next year amid longer-lasting inflation, causing the metals to come under
some pressure vs fiat currencies. Gold is about 0.25% weaker to $1,780 while silver trades
0.75% down to $22.317. Looking at bonds, flattening yield curves have been the main theme of
the last week, as shorter-duration yields grind higher on the back of expectations for tighter
monetary policy in 2022, while 10 and 30-yr yields on both sides of the Atlantic edge lower.

The Week Ahead

Evergrande Update
After having faded out of the headlines over the past month, 'China
Evergrande Group' is once again on the verge of defaulting, with
discouraging comments coming from the property developer in
recent days. This has caused expectations to build around direct
state involvement and a managed debt restructuring of the group.
Evergrande faces the end of another 30-day grace period today, with
$82.5m in repayments due this time around. 
Shares in the group fell by almost 20% overnight in Hong Kong, after
a release on Friday stated that creditors had demanded $260m and
that Evergrande could not guarantee enough funds for coupon
repayments, prompting authorities to summon its Chairman.
Evergrande, which was once China's top-selling developer, is now
grappling with over $300 billion in liabilities, with investors fearing in
recent months that a collapse could potentially ripple through the
nation's whole property sector and beyond.


