
Lately, economists have warned that the risks of developed regions sliding
into recession this year or next have picked up sharply - a topic that will likely
be spoken about in detail at the G7 summit that begins this weekend in
Germany. We have seen market commentators on both sides of the Atlantic
state that they had become increasingly pessimistic following the Federal
Reserve's decision to hike by 50bp and 75bp at its recent meetings, and also
on mounting concerns over Europe's gas supply in the run-up to winter.
Separately, EU leaders are today resuming their two-day summit in Brussels,
and are focusing on the region's worsening economic outlook. This follows
last night's historic move to grant both Ukraine and Moldova candidate status
to join the European Union.
Irish Minister for Finance and president of the Eurogroup of eurozone finance
ministers Paschal Donohoe will today update leaders on the issues of soaring
inflation and high energy prices, and the impact that these are having on
borrowing costs. ECB president Christine Lagarde will also speak.
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24/06/2022 - US Consumer Sentiment
29/06/2022 - ECB Forum
30/06/2022 - US Core PCE
01/07/2022 - Eurozone CPI

Market Moves

Equities: The main stock markets are between 0.75% and 1.4%
stronger on the continent on Friday morning, looking to make up a
small portion of last week's losses. Markets received a positive
handover from the US and most of Asia last night.
It must be said that sentiment does remain fragile on concerns that
aggressive monetary tightening by a number of central banks,
particularly the Federal Reserve, will push the global economy into
recession this year or next. The Fed Chair J Powell even acknowledged
this possibility in recent days.
The FTSE100 index is up by 1.4% as data this morning showed that UK
Retail Sales slowed by just -0.5% m/m vs forecasts for -0.6%. UK PM
Boris Johnson continues to come under pressure - with his
Conservative party recently losing two by-elections.
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Key Events to Watch
Recession Concerns

Safe-havens: Sovereign bond yields have pulled back over the past week as
concerns grow over the health of the global economy, and after a testimony
from Jerome Powell in which he acknowledged the possibility that the US
could be heading for a recession. The US 2yr yield, which closely tracks
interest rate expectations, fell yesterday to its lowest point in two weeks
around 2.9%. Disappointing PMI data from the Eurozone yesterday led the
benchmark German 10yr yield down below 1.4%.

Looking ahead: Friday afternoon is set to be relatively muted in terms of
economic data points, we will however see updated US Consumer Sentiment
figures at 3pm.
Monday and Tuesday next week should be quiet again, G7 meetings will
continue on from the weekend. ECB's Lagarde will also be speaking on
Tuesday. Between Wednesday and Friday individual Eurozone nations will
release CPI inflation stats for the month of June. On Wednesday we will also
see the head's of the ECB, BOE, and Fed speak at an ECB forum in Portugal.
The US Core PCE inflation result will come due early on Thursday afternoon
and may cause notable moves for stock markets given its importance for the
Federal Reserve at present.

Currencies: The Dollar has seen a relatively quiet week, slipping by
around 0.4% this morning. The Dollar index, which measures the
greenback against a basket of six major currencies, trades at 103.96 on
Friday and is 1.5% off its 20-year high from mid-June.

According to this quarter's MyHome.ie report, released this morning, asking
prices for the average house in the Republic increased by 10.9% to €320,000
in the 12-month period to June. Cost of living fears will in theory slow
rocketing demand for housing during the second half of this year, the report
states. 
In county Dublin, prices were 7.9% higher to €403,000 while in other counties
they climbed by 12.7% to €270,000. These figures are actually indicating a
moderation in the rate of growth. In MyHome's previous report, for the 12
months to March, the website reported 12.3% house price inflation nationally.
On a quarter-on-quarter basis, prices were 5.3% higher in Q2; 3.4% stronger
in the capital and 6.1% outside.

Irish Housing

Russia is at risk of defaulting on its foreign debt for the first time this century
as a pair of overdue interest payments come due on Sunday night. Roughly
$100m worth of payments on Russian government debt is due at the end of
the week, which is also the end of the 30-day grace period for missed
payments. This would be the country's first default since 1998. Failing to make
this payment would mean a significant blow to Russia's prestige and could
trigger legal action from some creditors.

Possible Russian Default


