
The Organisation of the Petroleum Exporting Countries (OPEC) and a list of
extra oil-producing nations (constituting OPEC+) yesterday decided to
announce larger cuts to production than markets had been pricing for.
OPEC+, also known as the cartel, agreed to reduce supply by 2 million
barrels a day, in a move that threatens further global inflationary
pressures and has also put the group on a collision course with the Biden
administration. Reportedly, the actual cut will be closer to 1m barrels as
many smaller OPEC members such as Nigeria are already producing below
their targets.
Washington, who has been desperately attempting to reduce energy
prices, has been tapping into the country's strategic petroleum reserve
(SPR) this year in an effort to boost its supply - in a move which would
usually only occur when the US is at war and in need of the additional oil.
Joe Biden has in fact already indicated that the States is likely to respond
by releasing more oil from the SPR, which is at its lowest level since 1984.
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Market Moves

Equities: Stocks on the continent are slightly higher at the time of
writing on Thursday morning, having pulled back yesterday albeit still
much stronger so far in October. This follows an overnight session
where Asian equities extended recent gains, amid growing expectations
of an economic rebound next year in China. However, a week-long
holiday in China has kept volumes relatively muted.
US equities saw moves in both directions yesterday, as traders digested
the OPEC decision, the S&P 500 ultimately closing lower with futures
slightly weaker again on Thursday morning. Some concerns do exist
around the possibility of OPEC's decision to add to global inflation,
which of course would likely warrant a response from the likes of the
Fed and ECB. This brings the VIX volatility gauge to just below $29.
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Commodities: Oil prices have kept to a three-week high on Thursday, with
Brent just below $94 and WTI Crude at $88.25, but appeared to have paused
their recent rally as markets await further clarity on how OPEC+ intends to
carry out a substantial supply cut. Investors will also be closely watching for a
US response to this move, over the coming days. Analysts have cautioned that
we are likely to see increased volatility over the next week, as more
information is released. According to some, the dollar's strength is likely to
keep somewhat of a lid on crude prices.

Looking ahead: The minutes of the European Central Bank's September
meeting will be released just after midday today, and may give us a further
insight into the thinking behind the bank's recent 75 basis point rate hike, and
also what to expect at their October 27th meeting.
Over the course of this evening we will also hear from a list of Federal Reserve
speakers.
The highlight of tomorrow for pretty much all global markets will be the US
September jobs data - due at 1:30pm Irish time. The Non-Farm Payrolls result
is forecast at +265k jobs vs the previous +315k, with the monthly
Unemployment Rate expected at 3.7%, in line with August.

Currencies: In terms of dollar moves, focus will begin to shift to
tomorrow's US jobs data, the main FX pairs may see fairly quiet trade
until after that release. The greenback has caught a bid between
yesterday and into this morning, after a top Fed official indicated that
the US central bank is not close to ending its rat hiking cycle yet.

ESRI Forecasts
The Economic and Social Research Institute (ESRI) has issued a warning
that residential property prices in the country may be overvalued by over
7%. In the institute's latest Quarterly Economic Commentary, it states that
savings built up over the course of the pandemic have clearly found their
way into the market, but this will not be sustained over the medium term.
The ESRI pointed to the likelihood that the rate of price increases will
"moderate substantially", while also expecting rises in ECB interest rates to
"have a contractionary impact on house prices".
On the other hand, it points to the possibility that prices will be supported
since inflation in building materials prices has reduced the number of new
homes being built while demand remains high.
The ESRI estimates that domestic economy growth will average out at
7.5% this year before falling to 2.5% in 2023, while inflation is forecast at a
concerning 8.1% this year followed by 6.8% next year. It is also forecasting
for a robust labour market, underpinned by the continued strong
performance of the pharmaceutical and tech sectors. It expects
unemployment to drop from an average of 4.8% in 2022 to 4.1% in 2023.


