
The Chinese economy grew at a slower pace last quarter, albeit exceeding
analysts' relatively downbeat expectations. This period was of course defined
by the country's harsh zero-Covid policies which weighed on business activity
significantly. The Q4 GDP figure came in at an annualised 2.9%, above
expectations for just 1.6% but down from the third quarter's 3.9% figure. GDP
was also flat when compared to Q3, beating estimates for a 0.8% decline. 
This has brought China's overall GDP growth for 2022 to 3%, somewhat lower
than the 4.4% predicted by President Xi Jinping during his New Year's address.
It was also down from the 8.1% seen in 2021. Other than 2020, when the
Chinese economy expanded by 2.2%, growth last year was at its weakest since
1976. 
Importantly, the nation opened its borders earlier this month for the first time
in three years, and is now making a clear pivot away from the zero-Covid
regime. Early indicators of road and air transport show that local activity and
movement among its population has already sharply recovered.
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Market Moves

Equities: Eurozone stocks have this week hit their highest levels in
nine months, inching higher yet again on Monday despite ongoing
warnings from central bankers who point to still-high core inflation in
developed regions. Trade was quiet yesterday, with US markets shut
for a bank holiday, but the main European indices still managed to
add between 0.15% - 0.30% on the day.
London's FTSE100 index has also seen notable gains YTD, driven by
financials, real estate, and consumer discretionary. The index has
broken key resistance and yesterday traded at £7,867 for the first
time since May 2018.
VIX is at $19.95 at the time of writing.

Tuesday, 17th of JanuaryMarkets Outlook

Key Events to Watch
Chinese GDP

Currencies: As was widely expected, the dollar was very quiet
yesterday - with EUR/USD trading flat around 1.082, having
strengthened by 10% over the past three months. The Japanese yen
hit its lowest level since late May yesterday (USD/JPY below 128.00),
as investors look ahead to a potentially pivotal BOJ meeting
tomorrow morning. 

Commodities: Precious metals seem to be pausing at current levels, after
gold has rallied convincingly since last October and has breached $1,900 .
European natural gas markets have continued to slide on a warmer than
expected winter across the continent so far. Futures have reached as low
as €54/MWh, their lowest in 16 months and helping headline CPI to move
lower. Key oil markets are little changed YTD, with Brent at $84.90 and WTI
at $79.80. 

Looking ahead: This morning investors will be looking out for the
Eurozone Economic Sentiment release - expected to pick up again in
January for the third month running. Also out today will be Canadian CPI
(forecast at 6.4% down from 6.8%) and a Manufacturing Index figure from
the States. Morgan Stanley and Goldman Sachs will release before market
open in New York today, and will be followed after-hours by numbers from
United Airlines, Interactive Brokers Group and others.
Market participants will then look forward to Wednesday's BOJ decision, UK
CPI and US PPI, as well as earnings from Charles Schwab, Prologis, PNC
Financial, Burberry, WH Smith and Currys.

UK Jobs Data

ECB Commentary

The UK registered an Unemployment Rate of 3.7% earlier today, in-line with
forecasts for the month of November. The Claimant Count Change (change in
the number of people claiming unemployment-related benefits) was also
broadly in-line, at 19.7k. At the same time, wage growth increased slightly
faster than was expected, rising by 6.4% y/y. 
This latest data from the UK adds to last week's stronger GDP results, and
suggests that their economy may have fared better towards the end of the
year than most had feared. This comes as the appointment of Rishi Sunak as
Prime Minister ended a very unstable period for the country's bond markets.

The European Central Bank's chief economist Philip Lane has this morning
stated that the bank will need to increase rates to a level that starts to restrict
growth. Lane alluded to rapidly falling inflation and talked about the fact that
much of this will be down to year-over-year base effects. "The question is how
do you get from mid-threes at the end of 2023 to the 2% target in a timely
manner. That's where interest rate policy is going to be important... to make
sure that the last kilometre of returning to target is delivered".


