
The US Federal Reserve increased interest rates in the region by 75 basis
points (unanimous vote) last night for the fourth consecutive meeting, as was
widely expected by market participants. While there were hints at a
potentially slowing the pace in the future, Powell reiterated the bank's
commitment to raising rates further in their attempt to bring inflation back
down towards 2%.
"In determining the pace of future increases in the target range the
committee will take into account the cumulative tightening of monetary
policy, the lags with which monetary policy affects economic activity and
inflation and economic and financial developments" the statement reads.
"It is very premature, in my view, to think about or be talking about pausing
our rate hikes" Jerome Powell stressed, adding that the Fed needs ongoing
rate hikes to get to a level of sufficiently restrictive territory.
Yesterday's move brings the central bank's policy rate to a new range of
3.75% - 4.00%, its highest level since late 2007. In his press conference,
Powell said that rates may need to rise above the 4.6% previously estimated.
The Fed will next release on December 14th, when they will also produce
updated economic projections. Markets this morning are pricing in a 62%
chance for a 50bp hike at this meeting, and 38% of another 75bp move. Most
now believe the Fed will pause at around 5.25% next March. 
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Market Moves

Equities: European markets are roughly 0.8% lower at the time of
writing, following in the footsteps of the US after traders last night had
a chance to digest the Fed's release.
Equities initially jumped on the back of the Fed's statement, before
selling off during the press conference when Powell said the ultimate
level of the terminal rate may be higher than previously expected. The
S&P 500 finished the session down by 2.5% and Nasdaq down by
3.4%, US futures are slightly lower again on Thursday. 
Adding to concerns of a global slowdown, Chinese Services data
overnight contracted again for the month of October, as the Caixin
Services PMI fell to its lowest since May.
VIX is at $26.10 on Thursday, down over the past 3 weeks.
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Safe-havens: Gold markets are weaker as the dollar strengthens and
investors price for higher rates next year in the US before the Fed finally
pauses its hiking. The yellow metal is down 1.6% to $1,623 and is again
flirting with its lowest point since Q2 2020. Bonds sold off in the US yesterday
and into this morning, with shorter-duration yields at highs. We note that the
US 10yr-3month spread inverted for the first time since Feb 2020.

Looking ahead: Focus, especially in Europe, will shift towards the Bank of
England's monetary policy statement which is due at midday today. Most
investment banks are looking for the BOE to hike rates in the UK by 75bp to
3.00%, with an eventual terminal rate of 4.50% next year. Some members of
the Committee may vote for a continuation of the 50bp hikes delivered at
recent meetings. There will be interest in the central bank's new CPI and GDP
forecasts also.
Later on Thursday Amgen, ConocoPhillips, Starbucks, PayPal, Warner Bros,
and Moderna will report figures. Looking to tomorrow - we'll hear from
Societe Generale, Draft Kings, The Hershey Co, Enbridge, Honda, and
Dominion Energy. Warren Buffet's Berkshire Hathaway will release on
Saturday.

Currencies: Traders will closely watch the BOE today - this release
does pose some event risk for the British Pound. While most are
looking for a larger 75bp, a 50bp move could push GBP/USD back
down towards 1.10 and EUR/GBP to 0.88 and beyond. A firmer tone
from USD after last night's release sees EUR/USD trade down to 0.975.

IBEC
The Irish Business and Employers Confederation (IBEC) has downgraded its
estimates for domestic demand due to still-increasing costs and a weaker
outlook for the global economy. In its latest quarterly outlook, IBEC said
domestic demand will grow by 3% next year, down from its previous hopes
for 4% set back in the summer. The group is expecting GDP growth of 2%,
alluding to the fact that while Ireland should avoid a recession, households
and businesses will still feel the slowdown in many of our major trading
partners.
"While Ireland's economic momentum in the first half of 2022 was
extraordinarily strong, there are now several leading indicators that suggest
the volume of activity in the consumer economy and labour market may be
beginning to slow" explained Gerard Brady, IBEC's Head of National Policy &
Chief Economist, "The weakness of the global growth outlook remains the
most significant risk factor for the economy in 2023".


