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Key Events to Watch

Equities: Europe's main indices are looking to undo yesterday's losses in early trade this
morning, DAX and EuroStoxx already half a percent higher at the time of writing. VIX lower
to $24.05. Risks remain to both sides: the US, UK, and Germany all saw record daily new
cases yesterday, while on the upside we are due to hear results from Moderna's human-
stage vaccine trials over the coming days.
Currencies: Dollar edging lower for the second consecutive day, FX has been slightly
quieter this week, traders await further vaccine clarity as cases rise and different regions
enter and exit full lockdowns. The timeline and size of any US Stimulus Package will be
important for the Dollar, and we likely still have some months to go before we see a deal
take place in that regard.
Safe-havens: Gold has seen quiet and sideways trade since its big move lower after the
vaccine news on Monday, the precious metal trades the bottom of its $100 range on Friday.
Yields moved lower along with stock markets yesterday, US 10yr pushing back below 0.90%
yield and German Bund below -0.54%.
Looking ahead: Today we see Consumer Sentiment and PPI releases from the US, in an
otherwise quiet day for data. On Monday next week we will see the ECB's bi-annual Financial
Stability Review which will be accompanied by the ECB President speaking during the
afternoon. On Tuesday we get monthly Retail Sales from the US followed by a BOE Governor
Bailey speech. We are set for a relatively quiet second half to next week.

Yesterday we saw a cautious outlook on the global economy from
Central Bank leaders despite the recent Covid-19 vaccine
developments, as new daily cases continue to reach all-time highs in
the US, the UK, and many key European nations. Both Fed Chair
Jerome Powell and ECB President Christine Lagarde stressed that the
economic outlook is likely to remain uncertain, even if the successful
vaccine from Pfizer and BioNTech is reason for some optimism
ahead.
"From a huge river of uncertainty, we see the other side now" said
Lagarde in a panel discussion with other central bank leaders from
around the globe, "But I don't want to be exuberant about this
vaccination because there is still uncertainty" she added.
The Federal Reserve's Powell reiterated the ECB's views: while he
acknowledged that the latest vaccine news is "good and welcome", he
cautioned that their economy is not set for a complete recovery just
yet. "It's just too soon to assess with any confidence the implications
of the news for the path of the economy especially in the near-term.
With the virus spreading, the next few months could be challenging".
With the Eurozone looking at heading back into recession this quarter
the ECB has said it is willing to add further stimulus at their December
meeting, most likely through their pandemic emergency purchasing
programme.

Central Bank Update

Engie
French multinational electric utility company Engie has this morning
reported its results for the nine months up to September-end, in
which it saw a stronger than expected Q3. This follows a "significantly
impacted Q2" for the firm. Engie saw operating income decrease to
€2.75b over the period, down from €3.82b during the same time in
2019. EBITDA was also lower, down from €7.15b this time last year to
the current €6.22b, while revenue fell from €43.3b to €39.62b.
Engie said it continues to expect 2020 net recurring income of
between €1.7b and €1.9b, with capital expenditure of between €7.5b
and €8b. In terms of its dividend, management has stated its intent to
resume its dividend, with a payout ratio of somewhere in the region
of 65-75%, and a dividend yield of roughly 6.7%.
The shares are almost 4% higher in Friday trade, to €12.37 and are
still 14% lower YTD. Trading at a full-year 2020 P/E ratio of roughly 17
times, this represents over a 20% discount to Engie's European peers.
We maintain our 'buy' rating on this stock, the underlying business
remains relatively strong, and is expected to expand its EBITDA at
8.5% for the next couple of years. We have a price target of €15.50,
which if reached would be over 25% of upside from today's levels.


