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News has emerged on Thursday morning that consumer goods group
Unilever has ruled out increasing its £50 billion offer for GSK's
consumer health division, after what can only be described as heavy
investor backlash over recent days. Unilever's largest investors have
been particularly concerned about the potential financial implications
for the group, had the proposed deal come to fruition. We note that
ratings agency Fitch this week warned that the deal would result in an
excessive debt pile at the group, and could trigger a "multi-notch
downgrade" to its credit rating.
GSK has so far rejected three bids from Unilever for its consumer
division, stating that the bids "fundamentally undervalued" the
business and its prospects. Reportedly, GSK intends to maintain its
plan to separately list the business in mid-2022 and has issued
improved financial assumptions for the unit.
Unilever's shares are 1.0% stronger today to €44.84 in Amsterdam
after this latest news, albeit still over 5% lower than at last Friday's
close.
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Rates in China
The PBOC (People's Bank of China) has reduced its benchmark rate
for mortgage lending in the early hours of this morning for the first
time in almost two years, adding to a cycle of gradual monetary
easing as Chinese authorities look to counteract a steady loss of
economic momentum. The cuts to the 1yr and 5yr loan prime rates
(LPR) come after what were surprise cuts by the Chinese central bank
on Monday to its short and medium-term lending rates, and also
comes days after the PBOC's vice governor flagged more dovish
moves lie ahead.
The country's 5yr LPR, which is often used to price mortgages, was
reduced from 4.65% to 4.6% today, while the 1yr equivalent was cut
from 3.8% to 3.7%.
These cuts are likely too small to have any material impact, in our
view, and will certainly require follow-up rate cuts in the months
ahead. The world's second biggest economy has seen a significant
slowdown in its property sector over recent months, and also must
contend with the rapid spread of the Omicron variant which has
undoubtedly effected consumer activity.

International sports betting and gambling firm Entain plc (parent
company to Ladbrokes and Coral) has today reported stronger Q4
gaming revenue, as in-store betting activity has begun to bounce
back. Its online business however saw declines after what was a long
period of double-digit growth, coming in 9% lower y/y.
Net gaming revenue (a measure of betting sales before taxes) was up
4% over the three-month period, while retail net gaming revenue
climbed by a robust 60%.
In terms of guidance, the company narrowed its 2021 EBITDA
forecast from between £850 - £900m to the new £875m - £885m.

21/01/2022 - UK Retail Sales
21/01/2022 - ECB President Lagarde speaks
24/01/2022 - European & US PMIs
26/01/2022 - Fed Rate Decision

Equities: The main European equity indices are flat on Thursday morning, after having
rebounded slightly during yesterday's session. We note that geopolitical risks (Russia-Ukraine)
could weigh on shares in Europe and beyond in the weeks ahead. These additional risks come
on top of the already concerning issues of rising bond yields and tighter monetary policy, which
are causing shorter-term investors to take some profits. Most Asian markets broke a 5-day
losing streak earlier this morning, rallying after China decided to cut its benchmark mortgage
rates. In the States, the VIX is lower to $23.50 this morning as S&P500 futures bounce slightly.
Currencies: The Dollar is quiet this morning after seeing similar trade yesterday, we expect the
greenback to see low volatility until after the Federal Reserve's rate decision and monetary
policy release next Wednesday the 26th. EUR/USD at 1.135, GBP/USD at 1.363.
Safe-havens: Gold moved 1.7% higher to around $1,840 yesterday, the metal now trading at
two-month highs. The UK's 10yr yield jumped to a near-3-year high yesterday of 1.3% after the
region saw a stronger than expected inflation print for December. Bond markets in mainland
Europe and the US are taking a break this morning, having moved higher earlier in the week.
Looking ahead: The World Economic Forum continues today in Davos, Switzerland - we note
ECB President Lagarde is due to speak tomorrow at the forum, as is US Treasury Secretary
Janet Yellen. At lunchtime today we will see the release of the ECB's December meeting
minutes, followed by the weekly US Unemployment Claims figure. Tomorrow morning UK Retail
Sales will be due.
For earnings results: later on Thursday we will hear results from American Airlines, Netflix,
United Airlines, and Union Pacific, to be followed tomorrow by Schlumberger.
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