
US investment bank Goldman Sachs has commenced what will be its largest
cost-cutting exercise since the global financial crisis, with the bank reviewing
spending on all areas of its business. This review comes as Goldman also
begins to implement over 3,000 job cuts, with many of their employees in
New York and London reportedly scheduled to learn their fates later today.
Investment bankers at the firm are also preparing for a 40%+ decline in their
annual bonuses. 
This broad exercise comes despite Goldman Sachs' base case being for the
US to narrowly avoid recession this year. However, the lender does seem to
be bracing for another year of lacklustre deal-making and capital markets
activity.
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Market Moves

Equities: Eurozone and UK stocks have opened in positive territory
after Tuesday's choppy and slightly negative market. US indices
finished higher in what was a fairly uneventful trading session
yesterday, Asian markets also mostly increased overnight. At the
time of writing on Wednesday morning, the EuroStoxx50 index is
0.7% stronger to an 11-month high of 4,086, while Germany's DAX
is in a similar position at 14,870.
Investors around the globe are eagerly awaiting the beginning of
the Q4 corporate earnings season later this week. The ongoing
Chinese reopening is boosting sentiment on European companies,
many of which trade in large quantities with the Asian giant.
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Fixed income: Bond markets have been noticeably quiet so far
this week, after mostly seeing lower yields last week on the back of
weaker US data. US inflation tomorrow will likely have an impact on
the asset class, even outside of the States. 
US 10yr is this morning yielding 3.56%, German 10yr at 2.21%, and
UK 10yr at 3.48%.

Currencies: The US dollar is flat this morning, with the dollar index
currently trading around the 103.03 mark and at its 7-month lows. In the
short-term, the greenback may be overdue some sort of a small bounce,
however we expect the currency to decline throughout 2023, as we will
outline in our 2023 Investment Outlook next week.

Commodities: Precious metals continue to rally on Wednesday, gold is
0.7% higher to an 8-month high of $1,889, supported by a generally
weaker dollar and as investors await key US CPI data that could provide
fresh clues on the Fed's tightening path. 
Turning to industrial metals, copper futures have today hit $4.12 for the
first time since June, rallying as expectations of stronger Chinese demand
continue to grow. 
Agricultural futures are mixed on Wednesday - the World Food Price
Index fell for a ninth consecutive month in December, now down to its
lowest point since September 2021. This has of course helped to push
down headline inflation figures around the world.

Eurozone inflation

Grafton Group

While headline Eurozone inflation remains near its highs and core inflation
is indeed still at historic levels, one positive development is that consumer
expectations about the path for prices have largely receded back to their
long-term norms. European Commission data shows that in three of the
region's top four economies (Germany, Italy, Spain), consumer inflation
expectations for the next 12 months have fallen close to or below the
average seen since the euro was introduced in 1999. In the likes of France,
however, consumers remain more alarmed about price changes than usual.
This is also the case in Croatia, who joined the common currency this
month.

UK and Ireland-based builders merchants business Grafton Group plc
released a trading update this morning, indicating that group revenue rose
by 19% last year to £2.30b, and up 40% on 2019 levels. Over half of these
revenues were generated in the Republic of Ireland, Finland, and the
Netherlands. In the UK, trading conditions continued to soften, with the
rate of decline slowing.
"It is pleasing to note that despite mixed macroeconomic and market
conditions, we expect full year operating profit to be slightly ahead of the
top end analysts' forecasts for 2022" said CEO Eric Born, "We look to the
future with confidence supported by our market leading businesses and
very strong financial position".


