
Yesterday afternoon's US Consumer Price Index (CPI) inflation reading was likely
the most important data point for global financial markets this week, and showed
an easing in year-over-year price changes, albeit with inflation falling by less than
was hoped for by economists. 
The headline January figure for the US yesterday came in at 6.4% y/y - down from
December's 6.5% but ahead of market forecasts for 6.2%. Possibly more
importantly, the Core CPI result was 5.6% y/y - down from the prior 5.7% and
above estimates for 5.5%.
These results are unlikely to cause the Federal Reserve to back off from their
current tightening campaign. While Jerome Powell has acknowledged that
disinflation is now underway in the States, positive price changes are not
decreasing fast enough in many cases. Some concerns are starting to grow that
the remaining excess inflation above 2% may be quite difficult to remove from
the economy and will require the central bank to remain aggressive for longer.
This side of the Atlantic, we saw the UK release its own set of January inflation
numbers before market open on Wednesday morning. Headline CPI was 10.1%
y/y, down from the previous 10.5% result and compared to expectations for
10.3%. While still elevated, this is the region's third consecutive move lower and
its lowest inflation print since September of last year. The UK registered a Core
figure of 5.8% y/y, down from December's 6.3% and below forecasts for 6.2%.
Investors expect another rate hike from the BOE next month, but this morning's
data might suggest that a peak in rates is not far off. Policymakers at the central
bank will be hoping that inflation falls rapidly this year as energy prices ease and
the UK economy enters recession.
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Equities: Eurozone equity indices are rallying on Wednesday -
Germany's DAX trades around 0.4% higher while the French CAC is
up 1% and is fast approaching its all-time high. Corporate results
over the next couple of days will be important for European markets,
and traders will also pay close attention to Christine Lagarde who
speaks this afternoon.
British stocks are flat to slightly higher after CPI inflation came in
lower than expected for the region earlier today. Futures in the US
drifted lower overnight, after seeing very choppy trade in the
aftermath of the nation's January inflation release. The VIX is still
surprisingly subdued, trading below $19.20 this morning.
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Rates: US Treasury yields gained again on Tuesday, with the policy-
sensitive 2yr jumping 10bp to 4.6% as traders had to rethink the Fed's rate
hiking path after CPI data remained stubbornly high. Bets were ramped up
for a more aggressive stance from the Fed in March - with Fed Funds
futures contracts now pricing in a likelihood that the bank will hike three
more times to 5.25 - 5.50%, with a chance of one cut in December.

Currencies: The US dollar index, which measures the greenback
against a basket of euro, sterling, yen, Canadian dollar, Swedish
krona, and Swiss franc, initially sold off yesterday but has rebounded
in the meantime. 
The index trades flat this week at 103.35, with FX volatility staying low
in line with most other asset classes at present.

Looking ahead: The main highlights of the afternoon will come from the
US January Retail Sales figure at 1:30pm, and also from ECB President
Lagarde who will speak at an event in France at 2pm. Later today we will
hear Q4 results from Cisco Systems, Equinix, Shopify, Kraft Heinz, and
Biogen.
On Thursday, further inflation figures will come from the States, this time in
the form of the Producer Price Index (PPI). This is forecast at 5.4% y/y vs
the previous 6.2%, and 4.9% vs the previous 5.5% in Core terms.
Tomorrow's earnings schedule will include RELX, Airbus, NN Group,
Orange, Repsol, Standard Chartered, and Hubspot. These will be followed
on Friday by the likes of NatWest, ENI, and Deere & Co.

15/02/2023 - US Retail Sales
15/02/2023 - ECB's Lagarde speaks
16/02/2023 - US PPI
20/02/2023 - US Bank Holiday

Britain's fourth-largest bank (market cap of $36.59b, behind HSBC, Lloyd's, and
NatWest) has today published its latest corporate earnings figures, sending the
shares over 8% lower to £1.718 at the time of writing. 
Annual profits at the bank fell by 14%, as issues arose after it mistakenly oversold
securities in the US, compounding a collapse in deal fees earned by its
investment banking division. Pre-tax profits came in at £7b for 2022, down from
the prior year's £8.2b and also below the £7.2b expected.
Barclays said it would look to hit its medium-term goal of making more than 10%
returns on tangible equity next year. Return on equity booked by the
international unit fell from 14.4% to 10.2% in 2022, as fees from advising on
capital raises dropped by almost 40%.
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