
The stock market's stronger start to 2023 will be put to the test this week as we face
into another highly-anticipated US inflation reading and the beginning of the fourth
quarter earnings season. The most important releases are set to come towards the
end of the week.
Monday will be relatively quiet on the economic data front, although we will get the
Eurozone unemployment rate for November - expected at 6.5%, in line with the
previous reading. Tomorrow afternoon the Federal Reserve Chairman Jerome Powell
is due to speak at an event hosted by Sweden's Riksbank, and will be watched
closely for any hints on future policy in the US. Governors of the Bank of Canada (Tiff
Macklem) and Bank of Japan (Haruhiko Kuroda) will also speak at the same event,
earlier in the day. Wednesday will be fairly muted in terms of data points, Australia
will release its Consumer Price Index (CPI) inflation print for November, expected at
7.3% y/y versus the prior 6.9%. 
The highlight of the week from a data point of view will come on Thursday at 1:30pm
Irish time, in the from of December US CPI inflation. This result may have a
significant impact on the Fed's stance when they meet early next month, and may
dictate whether the US central bank opts for a 25bp or 50bp move. Currently the
market is pricing in a roughly 73% chance of a smaller 25bp hike, with a 27% chance
of another 50bp move. For the headline CPI figure, analysts are forecasting for a
year-over-year result of 6.5%, which would be the lowest print in over a year and
would be down from November's 7.1%. The Core CPI figure is expected to come in
at 5.7% y/y, down from the prior 6.0%, and would be its fourth consecutive move
lower.
Finally, on Friday the UK will release GDP numbers for November, and we will also
get Eurozone Industrial Production and US Consumer Sentiment results. JP Morgan,
Citigroup, Bank of America, BlackRock, Wells Fargo, UnitedHealth Group, and Delta
Airlines are all set to report Q4 results before the market open in the US on Friday,
before what will be a busy few days for corporate results next week.
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10/01/2023 - Fed Chair Powell speaks
12/01/2023 - US CPI
13/01/2023 - UK GDP
13/01/2023 - US Consumer Sentiment

Market Moves

Equities: European markets are firmer on Monday morning, extending
last week's gains. Last week's robust performance was down to cheaper
equity valuations, optimism over China's reopening, and signs of cooler
inflation in the Eurozone. EuroStoxx 50 and 600 indices are this
morning fast approaching a key resistance point on the charts, which if
broken would allow them to trade their highest levels since last
February and April respectively.
Asian markets were mostly higher overnight with momentum building
from Friday's surge on Wall Street. China fully reopened its borders on
Sunday, which has helped to boost global market sentiment. The VIX is
at $21.70 at the time of writing.
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Currencies: The US dollar index is about 0.2% lower today after
trading flat last week. The index is currently sitting near its 7-month
lows of 103.14, and has now pulled back by 9.8% from its September
high point. A general risk-on sentiment across markets is keeping a cap
on the dollar at present, as well as hopes for a smaller 25bp hike from
the Fed despite stronger jobs data from the US last Friday.

Fixed income: Sovereign bond yields are bouncing somewhat on Monday,
after falling fairly convincingly across the board on Friday. This move lower
came as investors reacted to a sharp decline in the US Services sector and
began to price in a less hawkish Fed. This is despite a stronger jobs market.

Commodities: Precious metals are rallying on Monday, with gold up half a
percent and actually trading at a new 8-month high against the dollar at
1,885. Between Friday and today, the metal has benefitted from a weaker
dollar and also falling real yields. Silver, platinum, and palladium are all
similarly gaining ground this morning.
Turning to energy markets, crude oil prices are rallying sharply, with WTI and
Brent both up by about 3.5% to $76.40 and $81.20. This bounce in price is
mostly based around hopes for a recovery in demand from China, and also
the prospect of a slightly less aggressive Fed going forward. Natural gas
futures are higher this morning in the States and Europe, albeit still down 33%
and 49% respectively over the last month. Europe is set for its warmest
January in years, while at the same time we have seen record LNG imports, a
rise in renewable capacity, lower consumption and energy-saving measures
all helping to keep storages full.

According to the BNP Paribas Real Estate Ireland Construction Total Activity Index,
the country saw a sharp decline in activity last month. This was in fact the third
consecutive monthly contraction for the index, which is indicating that economic
uncertainty is currently having an impact on building plans.
The result for December was 43.2, down from the previous 46.8 and below the 50
benchmark that signals no change. BNP Paribas have stated that after a strong start
to last year and a weaker H2, the indicators are showing that building companies
are not expecting an immediate rebound.
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