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Equities: European indices are about 1% weaker at the time of writing,
albeit still higher on the week. Traders will spend today digesting the ECB
decision, as well as watching for Eurozone CPI and GDP results
throughout the day. While earnings are still in the forefront of equity
traders' minds, attention will soon begin to shift to next Wednesday's
Federal Reserve monetary policy release. We will issue a full preview of
that rate decision early next week within our Daily Updates.
VIX has fallen to $27.40 on Friday. US tech continues to suffer after
Amazon sold off by over 13% in overnight trade after a disappointing set
of forecasts yesterday.

Fixed income: Figures just in this morning show that Germany's economy
grew by 0.3% in the third quarter, beating analysts' forecasts for negative 0.2%.
10yr Bund yields are slightly higher to 2.04%, as investors balance today's data
with a less aggressive ECB yesterday. The region's 10yr yield recently hit an
eleven-year high of 2.5%. Similarly, US Treasury yields have pulled back over
recent days, some market participants in the US are starting to look for a
slightly less hawkish Fed next week and in December.

Looking ahead: Throughout the morning we will hear some individual
Eurozone nations release their respective October CPI figures and also Q3
GDP. These will be followed on Monday morning by the full Eurozone results.
Note the hour will shift backwards across Europe in the early hours of Sunday.
Next week will be busy again, with the Fed release due mid-week, BOE release,
and US jobs data toward the end of the week.
Earnings season will continue, with results due at the beginning of the week
from the likes of Pfizer, Eli Lilly, BP, Sony, Uber, Airbnb, GSK, Novo Nordisk,
Ferrari, Qualcomm, and Smurfitt Kappa. In the second half of the week Toyota,
PayPal, Starbucks, Moderna, Wizz Air, Berkshire Hathaway, and Honda will all
release.

Energy: Oil prices have had a relatively quiet week, with Brent slightly
higher to $94.20 and WTI Crude to $88. Positive US data during the
week helped ease fears over an economic slowdown and in turn acted
as support for energy prices. Traders also have their eye on tightening
supply. US Q3 GDP beat expectations on Thursday, while the nation also
exported a record amount of oil in the prior week (as they continue to
empty the Strategic Petroleum Reserve) which sends a positive signal on
global demand.

Yesterday we saw the ECB hike each of its main three interest rates by 75 basis
points, as was broadly expected by the market. The bank's main refinancing
operations rate now stands at 2.00%, while its deposit facility is 1.50% and
marginal lending facility at 2.25% - the highest levels for rates in the region since
early 2009 when the ECB were still rapidly cutting rates. Their next (and final of
2022) release will come on December 15th, one day after the Federal Reserve.
Stock markets in the region were little changed after the release on Thursday - it
has taken only slight changes in tone from ECB President Christine Lagarde to
convince some market participants that the central bank is on the verge of a
dovish pivot. Lagarde's acknowledgement in her press conference that a
recession is likely in the Eurozone was taken by many investors to mean that the
ECB's rate setters would ease the extent of rate rises.
Importantly for markets, the wording of the bank's statement yesterday was
slightly less aggressive. The ECB is no longer setting out to "dampen demand" but
only aiming for "reducing support for demand". It also said that "substantial
progress" has already been made in "withdrawing monetary policy
accommodation". Investors took these comments to potentially mean that the
ECB's next hike could be just 50bp.
The central bank took the first steps yesterday toward shrinking its €8.8 trillion
balance sheet, a hawkish move which will take excess liquidity out of the system
and directly undo some of the quantitative easing seen during the pandemic.
Lagarde said they would discuss how to begin reducing their €5tn bond portfolio
in December, adding that an increase in the cost of its €2.1tn programme of ultra-
cheap loans to commercial banks (TLTRO's) was likely to encourage many to repay
them earlier. The TLTRO scheme will effectively stop from November 23rd, so
European banks will no longer get any discounted rates from the ECB from this
point on.

European Central Bank

Air Travel
This morning we have seen Q3 figures from British Airways and Aer Lingus owner
IAG, as well as from Airbus. Firstly, International Consolidated Airlines Group (IAG)
posted a quarterly operating profit of €1.21b after revenue returned to pre-
pandemic levels despite much of its Asian network remaining closed due to Covid
restrictions. The group said it expects adjusted operating profit for the year to
come in at roughly €1.1b.
Airbus maintained its targets to achieve about €5.5b in adjusted EBIT for 2022.
Their relatively upbeat outlook contrasts with Boeing, who earlier this week
reduced its annual forecast for deliveries of its 737 narrow-body jets.
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