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Equities: Stock markets are showing very quiet trade early on Friday
across the continent, a trend which is expected to continue throughout
the day as most US traders are away from their desks for the
Thanksgiving long-weekend. Germany's DAX40 index is 0.1% weaker
despite the region's Q3 GDP figure this morning being revised from
0.3% q/q up to 0.4%.
Equities are approaching an interesting point on many charts - the S&P
500 will soon be at its 200-day moving average and the downward-
sloping trendline that acted as resistance in January, March, and August.
The VIX volatility gauge is trading at the lower end of its 2022 range,
around the $20.70 mark.

Fixed income: US Treasuries remained closed on Thursday, while European
bonds saw mixed trade. While it is moving marginally higher this morning, the
benchmark German 10yr yield touched a 7-week low yesterday at 1.79%,
tracking a drop in US yields from the day before. Minutes from the Fed's latest
meeting importantly showed that a "substantial majority" of officials agreed it
would likely soon be appropriate to slow the pace of rate increases.

Looking ahead: Friday is widely expected to be quiet, following another day
of lower volatility yesterday (Thanksgiving in the US). Today also has a sparse
macro calendar. 
Early next week we will hear from ECB President Christine Lagarde, along with
individual Eurozone nations' CPI prints for the month of November. These will
be followed by the full Eurozone CPI figure on Wednesday - which may have a
significant impact on the ECB's decisions at their December meeting. Current
forecasts indicate that the inflation rate will abate slightly to 10.4% y/y. 
Midweek we will also get the second of three US Q3 GDP readings, not
expected to have a huge impact on markets. Towards the end of next week
we will get the US Core PCE inflation figure, along with key US jobs data.

Currencies: The US dollar expectedly saw tight range-bound trade
yesterday, with EUR/USD down just 0.10% on the session and slightly
stronger today to 1.043. The currency pair has gained ground over
recent weeks on expectations of a narrower interest rate gap between
the two region's central banks. Minutes from the Fed and ECB this week
have reaffirmed that view.

28/11/2022 - ECB President Lagarde speaks
30/11/2022 - Eurozone CPI
30/11/2022 - US GDP
01/12/2022 - US Core PCE

Yesterday the European Central Bank published the minutes from its
October meeting, with investors taking the release relatively well. At first
glance, the document does not point to a dovish pivot any time soon from
the ECB, as many had been hoping for. However, there does seem to be a
growing recession concern amongst a number of officials, which in our
view could potentially lead to a pause in their hiking cycle over the coming
months. 
During the ECB's October meeting it has emerged that there were talks
around the potential severity of an upcoming recession in the region, with
a view that a shallow recession may not be sufficient to bring inflation back
down to 2%. Somewhat surprisingly, the bank's members had a common
view that most measures of long-term inflation expectations stood at
around 2% - this is unusual because it should take away the necessity to
move monetary policy into restrictive territory, yet the ECB seems
determined to continue hiking for now.
It is also worth noting that some voting members did argue for a 50 basis
point rate hike last month, but the large majority favoured the 75bp
option. In the minutes there was no sign of discussion on slowing down
the pace of rate hikes or starting quantitative easing. However, this month
we have heard indirect communication from the ECB indicating that a
50bp move is likely on December 15th. An increase of this size would bring
the region's Deposit rate to 2.00%, Main refinancing rate to 2.50%, and
lending rate to 2.75%.

ECB Minutes

According to the Financial Times this morning, Ukrainian president
Volodymyr Zelenskyy has stated that Russia's new strategy to destroy the
country's infrastructure and plunge it into darkness would not weaken its
resolve to liberate all occupied land. Moscow has recently escalated its
bombing campaign against Ukraine's critical infrastructure, in a hope that
Kyiv will be forced make some concessions despite its advances on the
battlefield.
On Wednesday, Russia launched 70 missiles against infrastructure targets
across the nation, leaving an alarming 80% of Ukraine in the dark and
without water.
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