
Tánaiste Leo Varadkar has publicly stated that there is a need for a
substantial welfare package in October's Budget, along with greater
childcare supports and a reduced tax burden on middle-income earners.
The Fine Gael leader spoke yesterday at the National Economic Dialogue
in Dublin, where interest groups from across society met to discuss the
nation's upcoming budget.
Importantly, Taoiseach Micheál Martin earlier told delegates that while it
prepares for the Budget in October, the Government will maintain a
calibrated and targeted response to inflation in Ireland. He added that
while the Government will look for ways to help, it cannot mitigate the
entire burden of inflation. Leo Varadkar echoed these views, saying that it
is widely agreed now that "the focus of Budget 2023 must be the cost-of-
living crisis".
The Taoiseach said that the Government cannot chase inflation and does
not want to repeat the mistakes of the 1970s. "We want to do this in a
detailed, evidence-based way, doing significant work and look at how we
bring costs down and the forthcoming budget will be a cost-of-living
budget...What we do has to be comprehensive and it has to be sustainable
over a longer period of time than just going from a month-to-month
situation."
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Market Moves

Equities: European risk assets are continuing on from yesterday's
positive trend with US futures also pointing to a higher open later
today after their long weekend closures. The benchmark EuroStoxx50
and 600 indices are between 0.9% and 1.25% stronger this morning.
Stocks in the region continue to make up ground after last week's
fairly sharp sell-off.
Nervousness is still present among investors around overly aggressive
central banks stifling growth this year and next.
It is worth noting for risk assets that yesterday US Treasury Secretary
Janet Yellen said the US and allies are in talks to further restrict
Russia's energy revenue by imposing a price cap on oil from the
region. VIX at $30.30 on Tuesday.
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Safe-havens: Bond market volatility has continued, yesterday we saw yields
moving higher for the most-part. In Europe, German and French benchmark
10yr yields sit close to their eight-year highs, at 1.72% and 2.27%. 
Yield curves in the United States remain quite flat, just 0.06 percentage
points stand between the region's 10yr and 2yr bond yields. Gold is flat on
the week so far, down by 0.16% this morning to $1,837.

Looking ahead: Tuesday should see relatively low volatility throughout the
day, there are no major economic data releases due from Europe or the US
today. Canada will release monthly Retail Sales figures just after lunch.
Tomorrow morning before market open we will get the UK's latest CPI
inflation reading, which will give us data from the month of May and is
forecast at 9.1% versus April's 9.0%. At 2:30pm on Wednesday Fed Chair J
Powell is due to speak. It goes without saying that investors will pay close
attention to Powell and may react if he gives away any unexpected hints
around the US central bank's July meeting.
Thursday's PMI results from the Eurozone, UK, and then US in the afternoon
will give us a clearer picture on slowing growth in these regions during June.

Currencies: The Dollar is pulling back on Tuesday morning, after what
was a relatively quiet trading session for the greenback yesterday, the
Dollar index is currently 0.4% weaker to 103.83. All eyes will be on
Jerome Powell over the next few days with regard to the US dollar, he
will speak at 2:30pm on Wednesday and 3pm on Thursday.

AIB has agreed to sell a portfolio of non-performing loans for €400 million
to a consortium led by US distressed debt group Cerberus and including
debt management firm Everyday Finance and London-based investment
firm LCM Partners. This sale reportedly cuts the Irish bank's non-
performing ratio down to 4.4%, with AIB reiterating that it remains on track
to reach its 3% target by the end of next year. 
The original value of the portfolio was said to be over €700m, according to
the Irish Times this morning. Sources have said that the book included
buy-to-let mortgages, land and development and commercial real-estate
loans, as well as unsecured personal debt and residential mortgages. The
bank stated that the sale of this portfolio, where the average loan was
about 9 years in default, "substantially resolves" the bank's legacy.
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