
Markets kick off their busiest week of December this morning, as the UK
releases slightly stronger monthly GDP for October. On Tuesday morning UK
jobs data for November comes due, which may show that wages continue to
grow faster than the Bank of England's comfort level. The region's
Unemployment Rate is forecast at 3.7% (up from prior 3.6%). 
Also out on Tuesday are Eurozone Economic Sentiment results (expected to
have improved again after a better November) and the highly-anticipated US
CPI inflation figures. Headline US CPI is estimated to have fallen from 7.7%
y/y to 7.3% last month, with the Core CPI figure expected at 6.1% and down
from the prior 6.3%. US markets may see heightened volatility immediately
after this release as investors react and position themselves ahead of the
Federal Reserve. On the topic of inflation, the UK CPI will also be released on
Wednesday morning, the headline figure forecast at 10.9% vs the previous
11.1% but the Core figure expected at 6.5% and in-line with the past two
months.
The Federal Reserve, which we will cover in more detail in tomorrow's Daily
Update, are expected by most investors to hike by 50bp to a range of 4.25 -
4.50%, with a small part of the market looking for a 75bp move. The Fed are
also due to release their latest economic projections this week.
Thursday will see three further central bank releases - from the Swiss
National Bank (expected 50bp hike to 1.00%), the Bank of England (expected
to see voting members split over a number of options but ultimately hike by
50bp to 3.50%), and the European Central Bank. 
The ECB have a lot of variables to consider - Eurozone headline CPI seems to
have peaked but it is still unclear for the Core CPI readings, the Eurozone
economy is on the brink of recession, and interest rates are now at their
highest point in the region since the 2008 financial crisis. In light of this, most
economists believe it is now time for the ECB to begin slowing down their
tightening cycle slightly - a 50bp move seems likely after the bank hiked by
75bp in October.
On Friday we will get December Services and Manufacturing PMI readings for
European nations and the United States. These figures are expected to signal
further contraction for all major regions, with analysts still debating just how
deep the contraction may turn out to be.
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Market Moves

Equities: European equity markets have opened broadly lower on
Monday morning, extending last week's relatively small losses (their first
negative weekly close since the start of October). The EuroStoxx50 is
currently down by 0.25% to €3,932.
Equities, along with all major asset classes, will undoubtedly be driven
this week by central banks and inflation. Beyond this week the macro
calendar will become fairly sparse and some market participants may
begin to wind down in the leadup to Christmas. 
While Monday could be relatively quiet, tomorrow may see some
outsized moves on the main stock markets when we get the release of
US CPI - typically over the past 6 months the S&P 500 has had an
average move of about 3% in either direction on the day of the CPI
report. 
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Fixed income: Sovereign bond yields across the board on Friday were higher,
reacting to the United States PPI inflation figure which was higher than
expected at 7.4% y/y (vs 7.2% forecasts and the prior 8.1%). US yield curves
steepened slightly but remain near their most inverted point in decades as
markets price in slower growth ahead. In Europe, bond markets are quiet this
morning, as traders wait for the ECB and BOE on Thursday.

Commodities: Gold is slightly weaker this morning to $1,803 - pulling back
after what has been a strong couple of weeks for the precious metal. When
compared to the main fiat currencies so far this year, gold has held up
relatively well against a strong dollar, the metal is down by just 1.4% YTD in
dollar terms.
Turning to oil, Brent and WTI Crude have both opened lower again on Monday,
after selling off sharply last week. Both contracts are now at levels not seen
since December of last year. Investors are clearly focused on global demand
concerns, even as China looks to re-open its economy and as OPEC stands
ready to tighten up supply if needs be.
Agricultural futures such as corn and wheat have been flat to lower in recent
weeks, soybeans are marginally higher.

Currencies: EUR/USD is sitting near its highs from last week, currently
at 1.055 and up by 0.25% on the session so far. The currency pair should
remain quiet until we get further clarity from both region's central banks
later in the week. These meetings will likely dictate the near-term
direction for the FX pair as we head for the end of the year.


