
According to a Reuters survey this week, economists believe the Federal
Reserve will slow their hiking in December to a 50bp move, albeit with a
longer period of tightening than was previously thought and a higher
policy rate peak. The Fed will increase rates by half a percent to a new
range of 4.25% - 4.50% when they release on December 14th, at least
according to 78 of 84 economists who participated in the poll. As can be
seen on the Fed Funds futures market, investors are currently pricing in an
80% chance of a 50bp move from the Fed, with a roughly 20% chance of a
larger 75bp.
It is also worth pointing out that 16 of 28 respondents to an additional
question said the bigger risk was that rates would peak higher and later
than they expect now, with another 4 saying higher and earlier. Markets
are pricing in for a terminal Fed rate of 5.00% - 5.25% in March before
seeing the central bank pause and then cut in H2.
Expectations for a smaller 50bp rate hike grew after last week's US CPI
inflation print came in lower than was forecast, at 7.7% y/y vs 8.0%
estimates.
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Market Moves

Equities: Markets in Europe are rallying this morning, the
benchmark EuroStoxx50 index currently up by over 1% at the time of
writing. Energy, financials, and healthcare are leading the charge
higher, with tech lagging behind.
British markets took Jeremy Hunt's fiscal statement relatively well
yesterday, in contrast to their sharp reactions to Kwarteng and Truss'
'mini-budget'. This new plan included tax increases and spending
cuts worth £55b. The UK tax burden is set to hit its highest since
WW2, while oil majors will also get slapped with more windfall taxes.
VIX is at $24.10 this morning and has been fairly quiet this week.
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Commodities: Gold has been mostly flat this week around the $1,770
mark after seeing a significant jump in price last week. The precious metal
pulled back by 0.7% yesterday after some hawkish comments from Fed
officials boosted the dollar. Concerns over rising Covid cases in China have
put a dent in copper prices, which are down by over 6%. China by far
consumes the most copper, on a nation-by-nation basis.

Looking ahead: Friday afternoon is set to be on the quieter side in terms
of data releases. The start of next week will be similar, although on Tuesday
there will be a handful of Fed speakers throughout the afternoon. In the
early hours of Wednesday the Reserve Bank of New Zealand will make their
latest rate decision, which will followed later that day by November Services
and Manufacturing PMIs from Europe and the US. 
Both the Fed and ECB's most recent meeting minutes will also come due
midweek. American markets will remain closed next Thursday for
Thanksgiving, leading to what is likely to be a quiet end to the week.
Next week in terms of corporate releases we will hear from the likes of Dell,
Zoom, Medtronic, Baidu, HP, Deere & Co, and some smaller names.

Currencies: EUR/USD has traded sideways this week around 1.035,
taking a break after its rally last week. The world's most traded FX pair
saw its highest level in over 4 months on Tuesday and looks set for its
strongest monthly performance in years.
The weaker US CPI release last Thursday caused the dollar to pull
back sharply, although some hawkish comments from the Fed in the
meantime have supported the greenback somewhat.

Permanent TSB
The country's third-largest bank has announced it will increase interest
rates including fixed term mortgages rates and deposit rates. The bank
also said there will be no changes for customers on existing fixed rates or
to its variable rates for new or existing customers.
"We are seeking to balance the reality of the increased interest rate
environment with the need to provide a competitive offering to our
mortgage customers and to provide certainty, in particular, to those
customers who are already advanced on their mortgage journey" said
Patrick Farrell, Retail Banking Director at Permanent.
Permanent will raise rates on its home loan fixed rate products by an
average of 0.45% - with these increases ranging anywhere from 0.05% to
0.90%, depending on a few key factors. 
For more information, or to review your existing mortgage,  please contact
john.finnamore@seasprayfs.ie


