
Financial markets have a number of meaningful items to focus on this week,
including China's Covid zero-tolerance policy, the US midterm elections, crucial US
inflation numbers, and the UK's GDP reading later in the week. 
Firstly, it must be noted that health officials in China have vowed "unswervingly" to
stick to their zero-Covid approach. Some optimism had been building last week,
on the back of speculation that China may be heading for an earlier loosening of
restrictions. While Chinese equities may see further volatility over the coming
days, expectations of further stimulus from its government are building after weak
economic data and gains in Covid cases last month.
US midterm elections are due to take place throughout Tuesday. This is of course
set to be a milestone for President Biden, but will also be important for markets in
the context of the general fiscal-monetary balance over the next two years in the
United States. The Republican party is expected to regain power in both the
House of Representatives and the Senate. The outcome of these elections may
determine whether Joe Biden chooses to stand again in 2024 and potentially also
whether Donald Trump will seek the Republican nomination to run. More to come
on this topic in the coming days.
On Thursday afternoon US CPI inflation data will come due, and will without a
doubt be watched closely by market participants and central bankers alike. The
headline figure is forecast to come in at 8.0% y/y for the month of October, down
from the previous 8.2%. The Core CPI result, which excludes food and energy
prices, is expected at 6.5% y/y vs the prior multi-decade-high of 6.6%.
On Friday we will see the UK's first Q3 GDP release - expected at a negative 0.5%
q/q which would confirm a recession in the region. Other data points to watch
include Chinese CPI on Wednesday, some Fed speakers throughout the week, and
US Consumer Sentiment on Friday.
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Market Moves

Equities: Markets are around half a percent stronger across the
Eurozone, at the time of writing. Materials, financials, and utilities are
leading the move higher, while healthcare is lagging this morning.
In the US, large tech stocks continued to suffer last week, driving the
Nasdaq down by 5.7% (its worst week since January) and S&P 500 down
2.4%. US futures were slightly lower again overnight as sentiment was
dampened by China reiterating its commitment to its zero-Covid policy
over the weekend. Investors are of course also remaining cautious
ahead of the important US mid-term elections and inflation figures due
this week.
VIX is at $25.45, having fallen now for four consecutive weeks.
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Commodities: Precious metals caught a sharp bid on Friday as the dollar
sold off, pushing gold up by 2.8% to a 3-week high of $1,686, and silver by
almost 7% to $20.96. This came after Friday's data showed that the US
Unemployment Rate ticked up to 3.7%, causing some investors to bet that the
Fed will make a sooner-than-expected dovish pivot.
Taking a look at energy: Brent Crude oil futures gained over 4% on Friday on
the back of the Fed pivot expectations and hopes for a swift re-opening in
China. However, prices are pulling back this morning after the weekend news
from China regarding its zero-Covid policies. The country is, after all, the
world's largest importer of oil products. Brent Crude trades at $98.30 on
Monday morning, WTI Crude at $92.10.
European natural gas prices have sold off in recent days, now back down to
€110/MWh and approaching October's lows of €92.

Fixed income: Government bond markets on both sides of the Atlantic are
flat this morning, having seen quiet trade over recent trading sessions. The
benchmark US 10yr is yielding 4.14%, with much of the US Treasury yield
curve still in inverted territory. Germany's 10yr is currently at 2.27% and the
UK's 10yr Gilt at 3.54%.

Currencies: The US dollar gave back all of last week's early gains on
Friday, and is slightly lower again this morning as risk sentiment picks
up across other asset classes such as stocks. Still, moves are likely to be
limited as traders cautiously await the release of key US inflation data
on Thursday, and also the result of the region's midterm elections.
EUR/USD has reached parity again on Monday, trading at 0.999 as we
write.

Ryanair
Earlier today Ryanair posted its largest ever net profit for H1 of its fiscal year,
which includes the crucial summer months. The firm earned €1.371 billion in the
six-month period to the end of September, just shy of the €1.385b consensus
forecast but ahead of Ryanair's previous record of €1.29b. While the winter is set
to be loss-making for the firm, Ryanair are now estimating an after-tax profit of
between €1b and €1.2b for the year to March 31st.
"Concerns about the impact of recession and rising consumer price inflation on
Ryanair's business model have been greatly exaggerated in recent months" said
Michael O'Leary, "We expect these strong fundamentals will continue to underpin
robust traffic and average fare growth for the next 18 months at least" he added.


