
Inflation data will be in focus this week, and will likely have an impact on the
key central bank meetings due to take place next month. Q4 earnings
season continues to slow down in the US, albeit with some noteworthy
European names still left to report.
Firstly looking at Monday, the macro calendar is fairly sparse, with
Eurogroup meetings due to take place in Brussels during the day and then
some GDP results from Japan tonight. The earnings calendar will also be
quiet to kick off the week. Turning to Tuesday, we will have December jobs
data out of the United Kingdom - with the region expected to have seen a
decrease in the rate of wage inflation and an Unemployment Rate of 3.7%. 
US CPI results will follow tomorrow afternoon, with the headline year-over-
year rate of inflation expected to have declined, but at a more moderate
pace. The main figure is forecast at 6.2% for January (vs December's 6.5%),
which would represent the lowest rate of inflation since October 2021 but
also the smallest decrease in the annual rate since last September. Looking
at the Core CPI reading, the market is expecting 5.5% y/y, down from the
previous 5.7%. Higher rents are likely to have prevented a bigger drop for
this data point, according to analysts. Also out on Tuesday will be Q4 results
from Coca-Cola, TUI, Zoetis, Airbnb, Marriott International, and Ecolab.
Inflation figures will also be the main feature for the UK this week. Annual
CPI, due out on Wednesday morning, is estimated to have slowed to 10.3%,
down from the prior 10.5%. Lower fuel prices in the region should help ease
inflation, as well as more intense competition amongst retailers amid
ongoing easing of supply chain disruptions. Core inflation is expected to
drop by just 0.1 percentage point to 6.2% y/y. US Retail Sales will also come
out on Wednesday, as well as a speech from ECB President Lagarde and
results from Cisco, Equinix, Shopify, Heinz, Biogen, Barrick Gold, Barclays,
Hargreaves Lansdown, Glencore, and Ahold Delhaize NV. 
US Producer inflation is due on Thursday, expected to have fallen to 5.4%
y/y from 6.2%, and in Core terms to 4.9% from 5.5%. Weekly US
unemployment data will also be released, as well as figures from RELX,
Airbus, NN Group, Repsol, Standard Chartered, Orange, and DoorDash.
Finally on Friday, UK Retail Sales will be released and ENI, Deere & Co, and
NatWest will report.
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Market Moves

Equities: European markets are in the green yet again on Monday
morning, the EuroStoxx50 index currently 0.4% higher to 4,125 after
pulling back marginally last week. Sentiment seems to still be fairly
strong as we head into a new week - this morning we saw the European
Commission upgrade its Eurozone growth forecasts for 2023 which is
boosting risk sentiment on the continent and hopes for a so-called 'soft
economic landing'. The EC are looking for 0.9% growth this year, up
from their November forecast for 0.3%, with the bloc set to narrowly
avoid a technical recession that the Commission expected just a few
months ago.
Stock markets in the US will likely see quiet trade throughout the day, as
investors look ahead to tomorrow afternoon's key US inflation data and
await any clues on what the Fed's next move will be beyond their March
22nd meeting. 
Volatility picked up slightly in the States last week as the main indices
moved lower - the region's VIX index trades at $21.60 this morning.
Consumer discretionary and technology weighed on the S&P 500 last
week, with energy being the only positive sector.
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Other markets: The US dollar index is seeing lower volatility and volumes on
Monday, and similar to US risk assets will likely remain in a tight range until we
get the release of CPI data from the nation tomorrow afternoon. The world's
reserve currency is close to its 6-week highs versus euro and sterling, as
traders reposition ahead of this key CPI report and USD bounces from what
was a very oversold point on all timeframes.
Short-term US bond yields continue to climb this morning, with the region's
2yr now up to 4.54% for the first time since late-November. Bond traders
have spent the last week or so pricing in a slightly more aggressive Federal
Reserve than was previously hoped for this year. Most are now expecting
25bp hikes at both the March and May meetings, with many still undecided on
whether one final rate increase will take place in June. Bond markets are quiet
in Europe on Monday, as general risk sentiment remains strong. Shorter-
duration German yields sit around 2.75% while the region's 10yr is at 2.35%.
Oil markets rose last week, but are giving up some of this ground by trading
over 1% lower this morning. Markets have largely looked past a cut in Russian
supply as fears of a global economic slowdown and a staggered Chinese
recovery persist.


