
After stock markets staged a rebound last week in the wake of the Federal
Reserve's monetary policy decision, investors this week will be looking ahead to
a somewhat quieter slate of data releases.
This afternoon Fed Chairman Jerome Powell is due to deliver a speech (4pm
Irish time), which will be followed by the same from ECB President Lagarde
tomorrow. On Wednesday morning before market open we are due to see the
latest UK CPI inflation reading - the region expected to see a 6.0% y/y result for
the month of February, a 30-year high. Then at noon on Wednesday both
Jerome Powell and the BOE Governor Andrew Bailey will speak at a virtual
summit. The United Kingdom's annual budget release is also scheduled for
Wednesday.
On Thursday we will get the Swiss National Bank's latest policy decision
(expected to leave rates unchanged at -0.75%), and also Services and
Manufacturing PMI results from both sides of the Atlantic. Friday will be
quieter, with some retail sales readings due out of the UK and consumer
sentiment data from the US. Europe will then see its daylight time saving shift
take place this weekend.
In terms of news headlines this week, we will likely be hearing about continued
fighting in Ukraine. Russia has given Ukrainian forces a deadline to give up the
southern port city of Mariupol, which Ukraine seems to have denied.
Separately we have seen President Zelenskyy call for comprehensive peace
talks with Moscow. With this in mind, NATO heads of state, including US
President Biden, are due to gather on Thursday for an extraordinary meeting
to discuss their next steps in retaliation to the conflict. 
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Market Moves

Equities: The main equity indices are flat to marginally higher on
Monday, last week equities saw their strongest weekly rally since
November 2020. It is worth noting that we have now passed what was
the highly anticipated first rate hike of the cycle by the Fed - an event
that had led to some nervousness in the minds of investors. It is still
unclear, but markets may have already seen their peak-fear moment
with regard to the Russia-Ukraine war, we may see an uptick in risk
assets from here should prospects grow about a diplomatic end to the
fighting. VIX at $24.45 on Monday morning.
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Fixed income: Bond yields across the board are edging higher at the start of
this week, as the underlying bonds continue to sell off. Fixed income investors
are seemingly focusing on persistently high inflation (driven in part by surging
energy prices) and also on the Fed and BOE who are determined to raise
rates and tackle inflation. Interestingly yield curves in the United States
flattened even further last week, bond markets indicating that they are
somewhat concerned about the future. The US 10yr-2yr spread narrowed to
0.17 percentage points by Friday, its lowest since March 2020. A move below
the zero mark would mean yield curve inversion and is generally seen as a
strong indicator of a recession to come.

Commodities: Precious metals are mixed on Monday, gold is currently 0.2%
weaker to $1,925 after pulling back relatively sharply last week. The metal will
remain in focus while inflation stays at multi-decade highs and real yields stay
in negative territory. Oil prices are jumping today, with Brent Crude currently
over 4% stronger to $112.50 per barrel, finding buyers again after the
pullback of the last couple of weeks. European nations are reportedly
considering joining the US in a Russian oil embargo, a move which would
undoubtedly cause another spike higher in oil prices.

Currencies: The Dollar is mostly flat on Monday morning, EUR/USD at
1.105 and GBP/USD (cable) at 1.315. Dollar traders may be sitting on
the sidelines ahead of Powell's speech later today, just a few days after
the US central bank started its new tightening cycle. Markets will be
looking for any comments from Powell this week about the speed and
size of future rate hikes. Similarly, Christine Lagarde could also influence
the Euro this week - the common currency has suffered over recent
months as investors focused on a divergence in policy between the Fed
and ECB, conflict in Ukraine only serving to weaken the Euro further.

Saudi Aramco
Saudi Arabian petroleum and natural gas giant Saudi Aramco, the second
largest company in the world by market cap, issued its latest set of earnings
results yesterday, stating that it will boost spending on oil production to meet
increasing energy demand. Net income more than doubled in 2021 to $110
billion (vs forecasts for $109.7b), allowing the firm to maintain its full-year cash
dividend at $75b (one of the biggest in the world). The shares have moved
slightly lower overnight to 42.90 Saudi Riyal, yielding a dividend of 3.25% at
these prices. The state-backed group, which had reported earnings of $49b a
year prior, said the 124% jump was driven by "higher crude oil prices, along
with stronger refining and chemicals margins."


