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Before market open this morning the United Kingdom's fourth quarter GDP
was released (the first reading of two for Q4), with results coming in as
expected on a quarterly basis, but worse than expected for the month of
December. The region registered a 0.0% q/q result, down from Q3's -0.2% and
Q2's 0.1%. On a monthly basis, the UK economy contracted by 0.5% in
December, coming in worse than the -0.3% forecasts.
The services sector slowed to flat output, driven by declines in the education,
transport, and storage sub-sectors. Growth in household expenditure (0.1%),
government expenditure (0.8%), and gross fixed capital formation (1.5%) were
offset by a fall in international trade flows.
The level of output last quarter was still 0.8% below its pre-Covid level. It is
worth remembering also - the Bank of England last week issued a forecast
stating that the UK economy would enter a shallow but lengthy recession,
starting in Q1 of this year and lasting for five quarters.
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The multinational consumer goods giant (third largest in the world with a
market cap of $126.2b, behind P&G and L'Oréal) issued its latest set of results
yesterday, sending shares slightly higher in the meantime to £41.27 in London.
Underlying sales at Unilever came in 9.2% higher y/y, beating expectations for
8.2%, while underlying operating margin declined by 230bp to 16.1%
"When it comes to coverage of the inflation that we've seen, we are currently
only sitting at about 75% of the total cost inflation covered" said finance chief
Graeme Pitkethly, "That needs to go above 100% to repair our gross margin".
Underlying price growth for Q4 was a record 13.3% with volumes falling by
3.6%.

PayPal stock fell 0.8% during the overnight session, after the online payments
firm reported a full-year forecast above prior estimates but also warned of
pressure on discretionary spending. The company earned an adjusted profit of
$1.24 per share last quarter, beating analysts' forecasts for $1.20. Revenues
increased by 9% with constant currencies, up to $7.4b.
PayPal is now looking for a full-year 2023 adjusted profit of around $4.87 per
share, where analysts had on average expected $4.75.

10/02/2023 - US Consumer Sentiment
14/02/2023 - US CPI
15/02/2023 - UK CPI
16/02/2023 - US PPI

Equities: The EuroStoxx50 is currently half a percent lower on
Friday morning, paring gains from yesterday and looking set to finish
the week fairly flat. Futures in the States are mixed but quiet this
morning, with the VIX 'fear gauge' index higher this week to $20.70.
We got a mixed tone to investor sentiment on Thursday, with the
main European equity indices all in the green and the US moving
lower. London's FTSE100 even touched a fresh all-time high of 7,949
despite the UK's imminent recession this year. The S&P 500 lost
0.9% on Thursday, with consumer discretionary, consumer staples,
and utilities dragging the benchmark US index lower over the week.

Fixed income: Bond yields rose across the board this week, as investors
braced for a slightly more hawkish Fed than was previously hoped for.
Yield curves in the US also inverted further: a sign of dwindling confidence
in the US economy's ability to withstand additional Fed rate hikes.

Looking ahead: EU Economic Forecasts were scheduled to be released
yesterday, but have been delayed until later on Friday. Monthly US
Consumer Sentiment will then be due this afternoon and is forecast to
increase marginally from January's levels. 
The middle of next week will include some important data points - with UK
jobs figures, US CPI, and a Eurozone GDP reading all due on Tuesday, then
UK CPI and US Retail Sales on Wednesday. These will be followed by the
US PPI and weekly US Unemployment Claims on Thursday.
In terms of corporate results out next week - we will be hearing from
Coca-Cola, Barclays, Hargreaves Lansdown, Glencore, NatWest, RELX,
Airbnb, Marriott International, Cisco, Shopify, Heinz, Biogen, Orange,
DoorDash, Deere & Co, ENI, Airbus, Repsol, Standard Chartered and
others.

Currencies: Sterling is seeing some marginal strength today,
despite worse December GDP numbers for the United Kingdom.
EUR/GBP has traded down to 0.885, and GBP/USD up to 1.213.
In general, the US dollar has seen a quiet week, having given back
some of the gains it had on Monday and Tuesday. FX markets will
likely remain quiet for the rest of the day, with no large data points
left to come out this week. Next week's CPIs may have an impact.


