
According to AIB's Purchasing Managers Index (PMI) release this week,
Ireland's manufacturing sector is experiencing record inflationary pressure as
both input and output prices increased at their fastest rate in 24 years. The
index itself increased from what was an 11-month low in February at 57.8, to
59.4 in March, still well in expansionary territory.
This strong manufacturing result for March is encouraging, and points to the
fact that the Ukraine war has had less impact on the Irish manufacturing
sector so far than was probably expected. New orders, output, and
employment growth have all accelerated, albeit accompanied by all-time
highs for input and output prices.
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Market Moves

Equities: European markets are between 0.5% and 0.75% stronger
on Friday morning after yesterday's move lower. Inflation for the
region came in higher than was forecast this morning, but has not
panicked equity investors. Rather, attention is firmly placed on the
ongoing negotiations between Russia and Ukraine.
Also, risk assets in Europe will react if Russia moves to cut off its
natural gas supply to the region. We are currently seeing
disagreements about which currency the payments for Russia's gas
will be made in.
The VIX has traded marginally lower this week and is at $20.25 on
Friday morning. The European version of this 'fear gauge' index, the
VSTOXX, trades lower to €28.15.
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Safe-havens: Precious metals are lower on Friday, gold down almost a
percent to $1,931. The metal remains in the middle of its relatively tight
range of the past two and a half weeks.
Yields are rising across the board again today, the benchmark US 10yr up to
2.4% having touched a near-3-year yield high earlier this week. Germany's
10yr yield reached 0.74% for the first time since February 2018 on Tuesday.

Looking ahead: Markets, especially in the US, will be focusing on the jobs
data to come out this afternoon. At 1:30pm Irish time we will get the US
monthly unemployment Rate for March - forecast at a post-pandemic low of
3.7%. Investors will also focus on earnings growth in the region (given
surging inflation), and the number of jobs added last month. This afternoon
will also see the release of a Manufacturing PMI from the States.
Next week will be quiet in terms of data points, we will however get the
minutes from the Fed's most recent meeting next Wednesday, followed by
the same from the ECB on Thursday. 
Q1 earnings season will kick off in just under two weeks, and will start as
usual with large investment banks in the US.

Currencies: The Euro was on the back foot yesterday as risk assets
sold off and skepticism remained high over Russia's so-called 'retreat'.
EUR/USD is lower again on Friday, down slightly to 1.105, while
EUR/GBP is at 0.841. 
This afternoon's US jobs report could cause some volatility for Dollar
pairs, which will likely remain fairly subdued until then.

Energy Markets

Eurozone Inflation
The Eurozone's CPI inflation print this morning has come in at an all-time
high of 7.5% (vs 6.7% expectations) when compared with March last year,
with months still left before inflationary pressures are set to peak in the
region. This result is up from February's 5.9% and January's 5.1%.
The Core CPI figure, which strips out volatile items such as energy prices,
came in at a y/y result of 3.0% versus forecasts for 3.1%. This surge in prices
will put further pressure on the European Central Bank to tighten policy
faster than it currently intends to. The ECB has previously stated that it would
not consider hiking rates until after it has wound down its QE programme,
which will happen no earlier than this summer under its current guidance.

Yesterday we saw Russian president Vladimir Putin announce that foreign
buyers of Russian gas must pay in Rubles, otherwise Russia will halt the
contracts. Western governments have rejected the move, stating that existing
contracts are set in Euros or Dollars. Russia currently supplies Europe with
about one third of its natural gas, so the sudden removal of this would be a
significant move. Over the coming days we will undoubtedly get further clarity
on this situation and what currency the payments are made in.
Separately, US president Joe Biden has this week ordered the largest ever
release from the country's strategic oil reserve, in a attempt to alleviate
energy prices in the US. This release (180 million barrels over the course of
the next 6 months) will more than cover the US' imports from Russia, which
Biden banned a few weeks ago. 


