
Don’t cry for me Argentina
The truth is, you deserved it!

In what was quite possibly the greatest 
final ever, Argentina defeated France by 
a penalty shoot-out to win the world cup! 
I think Sir Alex Ferguson summed it up 
best when he said, “Football, eh? Bloody 
hell!” It sounds better with a Scottish 
accent! 

Last week sets the foundation 
for 2023
But, as we wind into the last week of 
active trading for the year, what did last 
week actually tell us? Bond markets 
remain concerned about the possibility 
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of a US recession with the US yield 
curve at its most inverted in 4 decades, 
although equity markets are much more 
optimistic forecasting, at worst, a mild 
recession. Internationally, employment 
remains strong and while inflation 
appears to be edging off its peaks, it still 
has a considerable way to go before it 
returns to its targets. The big call for 
2023 will inevitably be for Chinese and 
Asian equities with China’s economic 
reopening, but there will be issues as 
China appears to be entering a sustained 
period of unreported COVID deaths. 
One thing we can guarantee though, 
volatility will remain at a premium next 
year so keep in regular contact with your 
Treasury Advisor!

Consumer spending is slowing in the 
UK as retail sales unexpectedly declined 
0.4% month on month in November, after 
an upwardly revised 0.9% in the previous 
month when there was a bounce back 
from the impact of the additional Bank 
Holiday in September. US equity markets 
have taken a beating across the board 
as fears that aggressive rate hikes by 
the Fed could push the world’s largest 
economy into recession.

In the Euro-zone, composite PMIs 
improved from 47.8 to 48.8 in December, 
and while it remains in contradictory 
territory, at least its heading in the 
right direction. In other news, the ECB 
has banned policymakers from making 
speculative investments and ‘short-term’ 
trades.

Last Friday saw US business activity 
shrink, yet again, after S&P Composite 
PMIs fell to 44.6 in December from 
46.4 in November as manufactures and 
service providers registered further 
decreases in output amid weakening 
demand. This weighed on equity markets 
while oil prices also remained under 
pressure. The 10-year US yield was a 
touch lower at 3.48%, while the NZD and 
AUD were steady.  

The week ahead
Word on the street is that fund managers 
are set to sell up to USD100 billion 
of equities in the final weeks of 2022 
as managers re-balance portfolios to 
achieve their traditional 60%-40% stock-
bond mix, according to JPMorgan and 
StoneX. 

The highlight of this week will be the 
Fed’s US PCE report on Friday, which is 
expected to record a fall to 5.5% from 
6.0%, while we also have US personal 
income, durable goods orders, and the 
University of Michigan’s consumer 
sentiment survey. We also have the BoJ 
meeting on Tuesday, with Governor 
Haruhiko Kuroda expected to maintain 
policy in its current stance, while the RBA 
minutes may shed light as to whether a 
pause to tightening has been considered.
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