
We have seen a relatively volatile couple of weeks for interest rate
expectations ahead of this evening's Fed meeting release, but most market
participants now seem to have agreed that a 75 basis point increase is on
the cards. The market is also then expecting 50bp moves in September and
November, and for the US central bank to then pause at 3.25 - 3.50%.
Recession risks do still linger and rate cuts in the middle of 2023 have now
interestingly become the base case for many analysts.
Following the 9.1% US inflation print and the surprise 100bp rate hike from
the Bank of Canada earlier this month, the market got behind the idea that
the Fed could follow suit. In the meantime, comments from two of the most
notable hawks in the Fed quickly saw these expectations for an overly
aggressive hike fade away.
Fed Chairman Jerome Powell is due to deliver his usual press conference
30 minutes after the release, Powell's language will be closely watched as
will his thoughts and guidance on the bank's September meeting.
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Market Moves

Equities: Stock markets are making up some of yesterday's lost
ground on Wednesday morning, the EuroStoxx indices are trading
about half a percent stronger at the time of writing. While earnings
have been important this week so far for equity markets, investors'
main focus is undoubtedly on the Federal Reserve release this
evening, due at 7pm.
The move higher this morning, which includes US futures trading
over 1% higher, comes despite a cut in global growth forecasts from
the IMF yesterday. The organisation now expects global real GDP of
3.2% this year, vs their April forecast for 3.6%. They also expect
growth to slow to 2.9% from the previous estimate for 3.6%.
VIX is currently trading at $24.30.
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Safe-havens: We have seen some investor concern over the depth of the
US 10yr-2yr yield curve inversion. The spread is in its deepest negative
territory since the year 2000. Other important parts of the US yield curve
remain positive, at least for now.
Metals are slightly higher on Wednesday, albeit after a torrid few weeks.
Gold has lost 7% of its value since the start of June, silver down 14.8%.

Looking ahead: The main event of the week comes this evening at 7pm
Irish time - in the form of the Federal Reserve monetary policy release. This
comes after the ECB's 50bp hike last week and has the potential to move
markets today. Moving forward, the US and Eurozone both have GDP and
inflation data out on Thursday and Friday. These will be important in the
context of a potential recession and future monetary policy.
Before market open today in the States we will hear from T-Mobile, Boeing,
CME Group, followed after-hours by Meta, Qualcomm, and Ford. Then,
tomorrow morning in terms of European releases we will see results from
Nestle, Telefonica, TotalEnergies, Diageo, Royal Dutch Shell, Barclays,
Volkswagen, and Sanofi.

Currencies: The Euro took a step lower on Tuesday, with the dollar
benefiting as equities saw a risk-off tone. Concerns lingered about
Europe's gas supply and also the downgrades from the IMF.
The main dollar pairs will remain relatively quiet today ahead of this
evening's release. EUR/USD slightly higher on the session to 1.014.

Last night we saw second-quarter earnings results come from Microsoft
and also from Google's parent company Alphabet. The results were well
received by investors, with both sets of shares seeing an almost 4% boost
in after-hours trade last night. This would leave Microsoft down roughly
22% YTD and Alphabet down about 24%.
To Microsoft first: the world's third largest company missed its key
forecasts. Revenue for the firm's fourth fiscal quarter came in at $51.9b
versus the $52.4b expected. EPS was $2.23 vs $2.29 expected, while the
company's all important 'Intelligent Cloud' business missed $21.1b
forecasts at $20.9b. However, management shrugged off worries about the
effects of a weakening economy with a confident forecast for its latest fiscal
year.
Over to Alphabet: quarterly revenue actually slowed to its slowest pace in
two years, but the internet advertising giant said its search and cloud
business had fared well despite increasing macroeconomic headwinds.
Revenues rose by 13% to $69.7b, missing estimates for $70.8b. Operating
margins also slipped to 28%, down 3 percentage points from one year
prior. EPS was $1.21 versus expectations for $1.27.
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