
Financial News Round Up

Market Moves

Markets Outlook

Key Events to Watch

Daily Update
Your daily market news, moves

and outlook

Thursday, 27th of October

Europe's two largest oil companies Shell and TotalEnergies have reported their third-
quarter numbers early this morning, boosting their share prices after the release.
Firstly, to Shell - the London and Amsterdam-listed firm has reported a Q3 profit of
$9.45 billion, easing from Q2's record-high due to weaker refining and gas trading.
Shell also announced plans to increase its dividend payout by year-end and to extend
its share repurchasing programme (plans to buy $4 billion of stock over the next
three months). 
The company's cashflow fell sharply to $12.5b, down from the robust $18.6b seen in
the April-June period, due to a significant working capital outflow of $4.2b as a result
of sharp changes in the value of European gas inventories. Shell's adjusted earnings
of $11.5b were above the $9b average forecast and the $4.1 seen one year ago.
On to the French TotalEnergies, the company joined its peers having benefited
hugely from higher oil and gas prices so far this year. Adjusted net income for the
three-month period came in at $9.86 billion, up from $4.77b one year prior and
$9.8b three months prior. TotalEnergies did however announce a new impairment of
$3.1 billion which was related to Russia, and added to the $7.6b of provisions already
seen in the first half of 2022. 
At a presentation last month, the firm stated plans to increase investments and ramp
up production of liquefied natural gas (LNG) as it laid out its strategy for a future
without Russia, while still stopping short of completely removing its Russian links. 
We maintain TotalEnergies as a key part of our European High Dividend Portfolio, and
upgrade our longer-term price target to €60 (indicating upside of almost 11% from
this morning's levels). In terms of income, the company currently boasts a dividend
yield of just under 5% (next payable in January), with a healthy earnings payout ratio
of 35% and a cash flow coverage of 26%.

Oil Companies

Meta
Meta Platforms, formerly known as Facebook, has seen yet another significant move
lower in its share price, after a set of earnings results form the firm last night. The
company broadly met its expectations for Q3, but did offer a lighter than expected
guidance for the current quarter. Revenue came in at $27.7b (vs $27.4b estimates),
EPS was at $1.64 (vs $1.89), and Facebook's daily active and monthly active users
were at a respective 1.98b (vs 1.86b) and 2.96b (vs 2.97b). Meta announced it will
spend significantly more on its virtual reality investments next year, having already
announced a larger 'Reality Labs' operating loss than was expected for Q3.
The stock is trading almost 20% lower in after-hours trade in New York, after already
losing over 5.5% of its value during yesterday's session, and is due to open today at
$104 (which would leave it down a whopping 69% YTD, and at its lowest prices since
early 2016). 

27/10/2022 - ECB Rate Decision
27/10/2022 - US GDP
28/10/2022 - BOJ Rate Decision
28/10/2022 - Eurozone CPIs and GDPs

Equities: Eurozone indices are slightly weaker on Thursday morning,
but are still seeing a relatively strong week. Debates will continue
whether we are in the midst of yet another bear-market rally, and Q3
earnings figures may play a significant part in this going forward into
next week.
Today's ECB release is a potential source of some volatility for risk
assets. 75bp is a foregone conclusion at this stage, but equity traders
will pay close attention to guidance over the size of subsequent moves
from the ECB. The third-quarter US GDP reading, also due at
lunchtime, may move North American stock markets.

Safe-havens: Precious metals have bounced over the past couple of weeks,
benefitting from a pullback in the dollar. However, this move has still been
fairly weak, gold is at just $1,668 on Thursday, even as traders price for a
slightly less aggressive Federal Reserve next week and beyond. Gold traders
also continue to remain cautious around inflation readings.

Looking ahead: The European Central Bank's release will be the highlight of
Thursday for markets, certainly this side of the Atlantic. The ECB will release
their monetary policy statement and rate decision at 1:15pm, with President
Christine Lagarde's usual press conference 30 minutes later.
We expect the central bank to increase its Main Refinancing rate (the rate
that provides the bulk of liquidity to the banking system) from 1.25% to
2.00% today, having come from 0.00% just a few months ago. The Deposit
(currently 0.75%) and Lending (1.50%) rates will also be increased today in
tandem.
Later today we will hear from Apple, Amazon, Caterpillar, Southwest Airlines,
McDonald's, Shopify, Mastercard, S&P Global, Hertz, T-Mobile, and Intel.
These will be followed on Friday by Q3 numbers from Airbus, Sanofi,
NatWest, Volkswagen, Chevron, Exxon Mobil, and a trading update from AIB. 

Currencies: The US dollar took a step lower on Wednesday, the Dollar
index reaching 109.50 for the first time in over 5 weeks. Euro and
Sterling were clear winners yesterday, EUR/USD actually making it back
above parity after investors increased bets that the Fed will have to
slow the pace of rate hikes to avoid overtightening. Simultaneously, the
ECB are expected to do some catching-up, and will likely increase each
of their rates by 75bp later today.


