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Week 7 Review

Summary:

Despite a fair amount of 2 way PA, FX markets made little progress with only CAD and GBP showing overall direction (both higher). CAD higher on Oil and GBP on baseless Brexit rumours and despite Tory resignations. Even AUD didn't tank, as it 'should' have, despite dovish RBA rhetoric, China coal restrictions and Westpac calling for not one but two rate cuts.

FOMC minutes largely reiterated the Powell 'Patience' party line and despite commentary calling the minutes more dovish than expected, markets didn't react meaningfully. Data didn't move markets generally last week with the one exception of the large miss on Philly Fed. This gave markets a risk-off tone on Wednesday but was largely forgotten by Thursday.
Markets:
US indices had a largely flat week but the trade talks news puts them very much on the front foot (especially with DOW closing above 26k). As with other markets, WTI's week was mixed but overall rallied ~ $2 and has consolidated >$57.00. Gold had a mixed week, falling 20 bucks since Wed but held the line at $1,320 and overall the 4 month bull run looks set to continue.
Despite USD weakness (on the back of USDCNH), it was a mixed and frustrating week for trading FX, with consolidation the key theme. Pairs like USDJPY never ventured more than 50 pips from its high/low and EURUSD fluctuated within about a cent range. There were bigger intraday moves in AUD and NZD but even those currencies did not see material change. The only trending currency was GBP but with Brexit negotiations going nowhere, traders have been reluctant to take big positions.
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Week 8 Preview:
The last week of February is guaranteed to be an interesting one with all the high-profile events scheduled.

US/China trade talks: With Trump extending the deadline for tarriffs, the focus is likely to be less on this topic but it will remain the biggest market mover for some time to come. As such, any news is to be watched closely, so beware Trump’s twitchy Twitter finger.
Brexit: The UK PM may have more lives than a basket of kittens but she’s playing with fire delaying yet again meeaningful vote yet again. With resignations on both sides of the HoC, patience is at an end for many and more resignations can be expected this week. The votes on Wednesday may not have final outcome significance but should be watched closely, now that we’re at one minute to Brexit midnight. Or are we? Rumours out of the EU are that an extension of 21 months is now an option (from the EU side) and a 3 month extension would only make sense if an agreement is reached. The whole, painful, interminable saga goes on…
US/NK Talks: Trump will meet North Korean leader Kim Jong-Un on 27th-28th February in Vietnam. A one-on-one meeting is expected at some point during the period.
Data: US will release trade balance, consumer confidence, Q4 GDP, PCE inflation and ISM manufacturing. Eurozone will release CPI flash; UK will release PMI manufacturing. Canada will release CPI and GDP. China will release manufacturing PMIs. All the data could be market moving.
Speakers: Fed Chair Jerome Powell will have his semi-annual Congressional testimony on Tuesday and Wednesday / BoE Governor Mark Carney will have his inflation report hearing in Parliament on Tuesday.
Overnight Markets:
All Asian markets closed higher overnight, with the Shanghai Composite rocketing on optimism about US/China trade talks and the tariff deadline extension. The ASX200 lagged as Financial were dragged down on the banking levy news: Shanghai Composite +5.3%; Hang Seng +0.5%; Nikkei225 +0.5%; ASX 200 +0.3%.
Overnight Data:

21:45 NZD Retail Sales came in much stronger at 1.7% vs 0.5% expected. NZD was boosted ~+20pips.
Headlines:
Trade Talks: Trump tweeted on Sunday that there was “substantial progress” made in US-China trade talks on “important structural issues including intellectual property protection, technology transfer, agriculture, services, currency, and many other issues”. Hence he will be delaying the scheduled 1st March tariff increase. In other words, trade truce now extends beyond the date. Trump added that assuming there is additional progresses, he is planning a summit with Chinese President Xi Jinping at Mar-a-Lago resort in Florida to conclude the agreement.
Brexit: UK Prime Minister Theresa May announced that a Brexit “meaningful vote” would not take place this week. Instead, the vote on the withdrawal agreement is rescheduled to 12th March, just 17 days before the 29th March Brexit date. Though, the Parliament will still hold a series of Brexit votes on Wednesday. Also, May insisted that “we still have it within our grasp to leave the European Union with a deal on the 29th March and that’s what I’m going to be working at”.
US National Emergency: The House votes Tuesday on a resolution terminating President Trump’s declaration of a national emergency at the U.S.-Mexico border.
Other News:
Australian Banks: Bill Shorten (Leader of opposition Labour Party) is set to hit banks and financial institutions with a new levy for a $640mn fund to support victims of misconduct.
	Venezuela Crisis: A group of soldiers once loyal to Venezuela's President Nicolás Madurohave said they fear for their families' safety after crossing the border into Colombia and defecting on Saturday. Around 100 soldiers are thought to have defected following clashes over aid deliveries at the Colombian border on Saturday. Regional powers and the US will meet later on Monday in Bogota to discuss the Venezuela crisis, with American Vice-President Mike Pence set to announce "concrete steps" and "actions".



	


Berkshire Hathaway: In his annual shareholder letter, chief Warren Buffett said the company will struggle to find a major acquisition this year, because prices are “sky-high for businesses possessing decent long-term prospects”.
Japan Inflation Target: PM Abe Adviser Hamada: BoJ can abandon 2% inflation target as it is not absolutely crucial.

Week 7 Data / Events (GMT):
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25-Feb-19 10:00 GBP Speech Carney - - -

16:00 USD Speech FOMC Clarida - - -

26-Feb-19 10:00 GBP Speech Inflation Report Hearings - - -

??? GBP Speech PM May - - -

14:30 EUR Speech ECB Mersch - - -

15:00 USD Sentiment CB Consumer Confidence (Feb) 125.0 120.2

USD Speech Fed Chair Powell Testifies - - -

21:45 NZD Growth Trade Balance (Jan) -300m 264m

27-Feb-19 08:30 EUR Speech ECB Coeure - - -

10:00 EUR Speech BuBa President Weidmann - - -

13:15 USD Employment ADP Nonfarm Emp Change (Feb) 213k

13:30 USD Growth Core Durable Goods (Jan) 0.30% -0.20%

CAD Inflation Core CPI (Jan) -0.20%

15:00 USD Speech Fed Chair Powell Testifies - - -

15:30 USD Oil Crude Oil Inventories 3.080m 3.672m

28-Feb-19 01:00 CNY Growth Manu PMI (Feb) 49.5 49.5

CNY Growth Non-Manu PMI (Feb) 54.5 54.7

13:00 USD Speech FOMC Clarida - - -

13:30 USD Growth GDP (Q4) - P 2.60% 3.40%

13:50 USD Speech FOMC Bostic - - -

16:00 USD Speech FOMC Harker 0.20% -0.40%

18:00 USD Speech FOMC Kaplan 0.80% 0.80%

01-Mar-19 01:45 CNY Sentiment Caixin Manu PMI (Feb) 48.5 48.3

08:55 EUR Sentiment German Manu PMI (Feb) 47.6 47.6

EUR Employment German Unemp Rate (Feb) 5.0% 5.0%

09:00 EUR Sentiment Manu PMI (Feb) 49.2 49.2

09:30 GBP Sentiment Manu PMI (Feb) 52.0 52.8

10:00 EUR Inflation CPI (YoY) Feb - P 1.50% 1.40%

13:30 CAD Growth GDP (Dec) -0.10% -0.10%

15:00 USD Sentiment ISM Manu PMI (Feb) 55.9 56.6

17:50 USD Speech FOMC Bostic - - -


Today's Data Calls:
No Tier data today.

European Opening Calls:
Obviously everything's called higher.
"Stay wary, alert and very, very nimble…"

