
Today is due to be relatively quiet in terms of economic data releases, things
will start to pick up on Tuesday however. Tomorrow morning the release of
Services and Manufacturing PMI results from European nations will come
due - these releases will give us data about the current month and are seen
as a leading economic indicator for that reason. We will see the same PMI
readings out of the US then during the afternoon session. 
Tomorrow afternoon Jerome Powell (at an event in Las Vegas) and Christine
Lagarde (at the World Economic Forum in Davos) are both due to speak but
are not expected to make any significant hints. The World Economic Forum
will run until Thursday, with Russia's invasion of Ukraine expected to feature
heavily.
In the early hours of Wednesday morning the Reserve Bank of New Zealand
will release, the bank expected by analysts to increase rates by 50bp to
2.00%. Wednesday's main focus will be at 7pm Irish time when the Fed's
most recent meeting minutes are made public. 
On Thursday we will get the second reading of US first-quarter GDP, forecast
to come in at -1.3% q/q, and is not expected to have a big impact on US
markets since we have already seen a preliminary figure for the quarter. Then
into Friday, we are set to hear the Fed's preferred measure of inflation - the
US Core PCE figure. This April inflation result, which does not include food and
energy prices, is expected to come in at 0.3% m/m (vs the prior 0.3%) and
4.9% y/y (vs the prior 5.2%). If Core PCE this Friday shows that inflation looks
to be topping out in the States, we could see a bit of a relief move in the
equity space.
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Market Moves

Equities: European stock markets are slightly higher to kick off the week
this morning, after what was a positive session for the continent on
Friday. The benchmark EuroStoxx50 index is about 0.20% stronger at the
time of writing to €3,663. Concerns around inflation and rising interest
rates still do remain in the minds of investors, not to mention the ongoing
situation in Ukraine.
The Dow Jones saw its eighth consecutive week of losses last week, the
American index's longest losing streak since 1932. The S&P has now seen
seven weeks of losses, its longest streak since 2001, and has now entered
what is deemed to be an official bear market (down 20% from its most
recent peak). We would expect to see some relief buying sometime soon
in the US after what has clearly been a difficult couple of months. 
The VIX stands at $29.15 on Monday morning.
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Fixed income: Attention this week for US bond traders will turn to
Wednesday's Fed minutes release, along with the region's GDP and Core PCE
figures towards the end of the week. In the meantime, we could see a quieter
couple of days for Treasury markets. Last week there was some flattening of the
US yield curve, mostly driven by a decrease in longer-term yields while shorter-
dated rates were more flat.
US 10yr is yielding 2.83% on Monday, US 2yr at 2.61%. Closer to home,
Germany's 10yr bond was flat last week, at around 0.985% this morning. The
spread between the US and German 10yr yields has fallen as traders begin to
price in higher ECB interest rates this summer and beyond.
Commodities: Precious metals are rallying this morning, benefiting from the
Dollar's pullback. Gold has gained over 1% to trade at $1,863 for the first time in
two full weeks. The safe-haven commodity is now 1.8% higher YTD and will
continue to rally on the back of any fall in US bond yields or the Dollar.
Taking a look at energy prices, Brent Crude oil is up 1% to $111.10 and WTI
Crude is similarly stronger to $111.50. Oil prices have seen choppy trade over
recent weeks, with relatively large moves in both directions. Despite the
heightened volatility, price has remained fairly directionless since early April.

Currencies: The Dollar has slipped this morning, with EUR/USD 1%
higher to 1.067 and GBP/USD 0.8% stronger to 1.259. The safe-haven
currency seems to have lost momentum with risk sentiment on the rise,
as news emerges that Chinese lockdowns are lifting. A pullback in US
Treasury yields last week may have also led to  this Dollar move.

Joe Biden has pledged to use the US military to defend Taiwan if China were
to invade in remarks made during his first visit to Japan as US President.
Speaking alongside the Japanese prime minister Fumio Kishida, Biden stated
that if China took Taiwan by force, "it will dislocate the entire region and be
another action similar to what happened in Ukraine."
Biden's statements appear to have overturned the decades-old US policy of
"strategic ambiguity" under which Washington does not make it clear if it
would defend Taiwan in the face of Chinese hostilities.
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