
Yesterday afternoon we saw headlines emerging that the Bank of England
has chosen to take emergency and unscheduled action in order to avoid a
catastrophe in the UK pensions sector. The BOE, who had been selling UK
Gilts as part of their efforts to reduce inflation, have reversed course and
launched a £65 billion bond-buying programme to contain a crisis in
government debt markets. This will involve the central bank purchasing
long-dated bonds in the UK at a rate of up to £5b per day over the next 13
weekdays.
The BOE did stress the fact that it was not seeking to lower long-term
government borrowing costs. Rather, its aim is to buy some time to prevent
a vicious circle in which pension funds are forced into selling gilts in order to
meet demands for cash from their creditors, which in turn would create
further volatility. 
After the announcement yesterday 30-year yields in the UK fell by just over
100 basis points, down to 4.0%. This is the 30yr yield's single largest drop on
record. 10yr yields also fell sharply, by roughly 50bp to 4.1%.

Daily Update
Your daily market news, moves

and outlook

Financial News Round Up
29/09/2022 - German CPI
29/09/2022 - Canadian GDP
30/09/2022 - Eurozone CPI
30/09/2022 - US Core PCE

Market Moves

Equities: The main stock markets on the continent are about 1.7%
weaker at the time writing, with the UK's FTSE100 down 1.8%. Major
global indices swung in both directions over the course of
Wednesday's trading session, with markets on Wall Street finishing
up by around 2% last night. 
The market rebound in both bonds and equities yesterday afternoon
was attributed to the BOE gilt buying announcement, which likely
offered some assurance to investors around the world that other
central banks would step in if volatility got significantly out of hand.
This BOE decision also removed the immediate risk of contagion
across financial markets. VIX fell from a 15-week high of $34.90
yesterday to this morning's $31.85.
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Commodities: It has emerged that there have in fact now been four leaks
discovered on the Nord Stream 1 and 2 gas pipelines in the Baltic Sea,
according to the latest from the Swedish Coast Guard's Command Centre.
European Natural Gas futures have however pulled back this morning to
199 €/MWh, and are importantly down almost 42% from their summer
high-point.
Oil prices are roughly 1.25% lower this morning, with Brent just below $87
and WTI Crude at $81.25. Prices are moving lower and undoing some of
yesterday's rally, with a strong dollar capping oil demand from buyers using
other currencies, as well as concerns lingering over the faltering economic
outlook clouding general market sentiment.

Looking ahead: Later today we are due to hear the German September
CPI inflation number, which is expected at 1.5% m/m and 9.4% y/y vs
August's 7.9%. Spanish inflation has encouragingly come in this morning at
9.0% y/y vs forecasts for 10.1% and the prior 10.5%. Other large Eurozone
nations will release on Friday morning and will be followed by the full Euro
area figure - estimated at 9.7% y/y.

Currencies: Despite a short-lived pullback on Wednesday as general
risk sentiment across markets picked back up, the US dollar index is
rallying this morning (1% stronger) and is again heading for its 20-
year highs around 114.75. Sterling has resumed its downtrend,
currently 0.85% weaker against USD at 1.079.

Irish Mortgages
New figures from the Banking & Payments Federation of Ireland (BPFI) show
that just over 5,500 mortgages were approved across the country in August,
up 5.5% m/m and 21.3%  when compared with August of last year. Nearly
45% of the mortgages approved were for first-time buyers while just over
20% were for mover-purchasers. 
In total, mortgages approved came to a value of €1.5 billion, with first-timers
accounting for €673m and movers at €355m. In terms of values, mortgage
approvals increased by 4.4% m/m, and almost 31% y/y.
It is clear that switching activity continues to drive growth in the Irish
mortgage market - switching and top-ups were up by over 126% in volume
terms when compared with the same month in 2021, coming in at 1,864.
Chief executive of the BPFI Brian Hayes stated that the annualised figures
give us a clearer overall picture of the mortgage market at present. "There
were almost 57,000 mortgages approved in the twelve months ending
August 2022, valued at €15.1 billion. This was the first time since the data
series began that the value of mortgage approvals had exceeded €15 billion
on an annualised basis".


