
After what was another volatile month for risk assets in April, May is kicking off
with a host of major market events that have the potential to further stoke
volatility, at least in the short-term. We will have two important central bank
releases, a host of smaller economic data points, and the continuation of the first-
quarter earnings season.
Tuesday will be relatively quiet, on Wednesday throughout the day we will see a
US Services PMI figure for April and the US 'ADP Employment Change' result
(often a good predictor of Non-Farm Payrolls, due Friday.)
The focal point of the week will be the Federal Reserve's monetary policy meeting,
which will be concluded with a rate decision statement on Wednesday evening.
Market participants are expecting the US central bank to raise rates by 50 basis
points this time, which would represent the first hike of more than 25bp since
2000, and would bring rates in the region to between 0.75% - 1.00%. Analysts are
also forecasting that the Fed will formally announce plans to begin reducing its
balance sheet over the coming months, i.e. start the process of quantitative
tightening.
On Thursday the Bank of England will make their latest monetary policy statement
- expected to hike rates by 25bp to 1.00%, throughout the day we will also see
monthly OPEC meetings take place. Friday's US Non-Farm Payrolls figure is
expected to come in at +390k jobs vs the previous +430k, while the nation's
Unemployment Rate for April is forecasted at 3.5% vs March's 3.6%.
Looking at corporate releases, we are due to hear today from Pfizer, Biogen, Estee
Lauder, Starbucks, and AirBnb, followed on Wednesday by the likes of CVS Health,
Moderna, and Uber. Towards the end of the week Royal Dutch Shell,
ConocoPhillips, Equinor, Under Armour and Enbridge will all report Q1 results.
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Market Moves

Equities: European markets are moving higher on Tuesday, after
what was a negative start to the week yesterday for the continent. The
exception are UK markets, which are coming back online after their
closure yesterday for the May bank holiday - London's FTSE100 is
currently 0.4% weaker on the session.
Importantly for European equities, the EU Commission is this week
expected to propose a sixth round of sanctions on Russia, including a
possible embargo on buying Russian oil.
US markets are expected to remain quiet this afternoon and
tomorrow, until we get further clarity from the Fed on Wednesday
evening (7pm Irish time). VIX at $32.10 on Tuesday.
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Fixed income: The yield on the US 10yr Treasury reached 3% for the first
time in more than three years on Monday, as traders prepared for the
Federal Reserve to hike interest rates this week in the US during the current
surging inflation and slowing growth environment. This yield has profound
effects on the US economy, feeding into mortgage rates and borrowing
costs for companies, not to mention for individual investors in capital
markets.
Meanwhile in Europe, 10yr yields in Germany and France have risen to 1.0%
(highest since 2015) and 1.5% (highest since 2014) as investors prepare for
the ECB to raise rates in H2.
Commodities: Gold has started the week on the back foot, having fallen to
$1,855 on Tuesday as an elevated US Dollar and imminent rate hike in the
States dampen the precious metal's appeal as an inflation hedge. Gold
traders are keeping one eye on surging Treasury yields, the metal of course
not yielding anything.
Brent Crude oil is slightly lower on the week so far, trading at $106.50 this
morning. We expect to see increased volatility should the EU opt to
embargo Russian oil and gas later this week.

Currencies: The Dollar is marginally higher so far this week, but is
expected to see lower volumes and volatility until tomorrow evening's
Fed release. EUR/USD is currently near 5-year lows around 1.05 while
GBP/USD is near its 2-year low at 1.25.
The more hawkish Fed and in turn widening interest rate differentials
have been key factors for the greenback so far in 2022, we could see
further strength later this week depending on the central bank.

Permanent TSB has this morning said that new lending volumes and banking
income were both stronger during the first quarter, while it also has a solid
pipeline of activity. New current account openings surged by 170% compared to
the same period last year, and are up 67% q/q, as customers leave KBC and Ulster
Bank. Net interest income was broadly in line with last year.
Permanent said its new mortgage lending of €0.4 billion grew by 11% y/y, however
its market share of mortgage drawdowns dropped to 17% from 17.9% this time
last year. The bank said Ireland's mortgage market is estimated to grow by 15%
this year to around €12.1b. 
Customer deposits came in at €19.4b at the end of the quarter, 1.6% higher q/q,
reflecting an increase in current accounts to €7.4b.
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