
The International Energy Agency (IEA) have stated that global oil demand is set to
increase to an all-time high this year as the world's largest importer, China,
emerges from lockdown restrictions , which could push prices higher in the second
half of the year. In its first monthly oil report of 2023, the Paris-based IEA said that
oil demand could rise by 1.9 million barrels per day to reach a record 101.7m b/d,
while the evolving impact of western sanctions on Russia also threatens to inhibit
supply. 
The flow of Russian oil remained steady in December at 11.2m b/d, despite the
introduction of EU sanctions on the import of Russian crude, as the oil producer
found other buyers (namely in India and China). However, the IEA forecasts that the
"well-supplied" global oil market at the beginning of this year could "quickly tighten"
as western sanctions take full effect. This is mainly referring to the EU's ban on the
import of refined Russian products which will come into effect from February 5th.
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Market Moves

Equities: European risk assets are lower as we write on Thursday
morning, the EuroStoxx50 index is currently down 0.8% following a sell-
off on Wall Street last night. Some speculation is building that equities
may be due for a small pullback in the near-term, especially with the
S&P 500 currently at important technical levels. 
A growing list of US tech layoffs, softer discretionary spending trends,
weaker than expected US macro data, a mixed start to the Q4 earnings
season, and some hawkish Fed comments are all playing into the risk of
a recession in the region. Simultaneously, falling inflation and the
Chinese reopening remain two key bullish talking points.
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Safe-havens: Gold has benefitted from a weaker dollar over recent months,
and remains supported this morning around $1,911. Precious metals traders
will also keep a close eye on the direction of real yields, especially if inflation
continues to rapidly drop.
Bonds across the board rallied yesterday (yields fell), and are looking to
continue that move this morning as recession fears mount. Weaker than
expected US PPI inflation was a key driver for US Treasury yields on Thursday.

Looking ahead: European Central Bank President Christine Lagarde is due
to speak at the World Economic Forum in Davos at 10:30am this morning, and
will also speak at 10am tomorrow. Just after midday today we will also get the
release of the ECB's December meeting minutes.
Tomorrow will be relatively quiet in terms of data points - UK Retail Sales and
German PPI will feature during the morning, however. 
Looking at earnings - Procter & Gamble, Truist Financial, MT&T Bank and
Northern Trust will all report before market open in the States this afternoon,
and will be followed after-hours by Netflix. Tomorrow we will hear from
Schlumberger, State Street and Ericsson. 

Currencies: USD continues to shift lower on Thursday, since its peak in
September the world's reserve currency has fallen by 13.5% against the
euro and a noteworthy 19% vs the British pound. This comes after
weaker US data yesterday (PPI and Retail Sales) pointed towards the
steadily increasing likelihood of a US recession. 
We note that the dollar is becoming quite oversold in the short-term,
and may see some sort of a bounce before moving lower throughout
the rest of the year.

Irish Housing

Davos

According to American multinational infrastructure consulting firm AECOM, there is
a significant risk that the government may not meet its target of 29,000 residential
units this year due to continued inflation in the construction sector. The firm notes
that, while tender price inflation is likely to be around 5% in 2023, it would be
sharply lower than the 12% registered last year. However, in real terms, the
industry will effectively not experience any growth. The value of construction
output this year is forecast by AECOM to be around €34 billion, which would
represent a €2b increase on 2022's figure.
A similar study came from the Society of Chartered Surveyors last week, which said
that a combination of construction price inflation and an apparent easing in
property price inflation could threaten the viability of some planned projects.

Taoiseach Leo Varadkar will attend the WEF in Davos, where he is scheduled to
meet with other political leaders and the chief executives of US multinationals.
Varadkar will meet British Labour Party leader Kei Starmer, who is due to set out
his vision for a closer relationship between the EU and UK. He will also meet senior
representatives of Intel and Amazon, both of which clearly have a strong presence
in the Republic of Ireland. 
According to a statement, the Taoiseach will highlight Ireland's economic potential,
stability and strengths, including its pool of talented workers, in each of his
meetings this week. He will also promote the government's plans to become a
major offshore wind generator.


