
Another day brings with it another development in the ongoing Brexit
negotiations, the situation is constantly developing and evolving, with
investors' sentiment having swaying in both directions as the week
has gone on. Boris Johnson is set to meet European Commission
President Ursula von der Leyen today over dinner, in what is surely a
last gasp effort by both sides to work through the remaining three
issues: fisheries, the level playing field, and governance. This meeting
will be closely watched by traders, and comes just over 3 weeks
ahead of the December 31st deadline whereby the UK will exit the so-
called transition period and Brexit will fully become a reality. 
While both sides have said that a deal may not be possible this week
it is widely hoped that this one-on-one meeting between the two
leaders will result in a breakthrough. Amidst a mixture of commentary
from European government officials throughout the week, German
chancellor Angela Merkel has said she believes there is still chance of
a deal coming about when the two sides meet today, however the
integrity of the EU's market must be preserved.
On a more positive note, London stated yesterday that it had clinched
a deal with the EU over how to manage the border on the island of
Ireland, and now plans to drop clauses of the Internal Markets Bill
that would have breached both international law and also the Brexit
Withdrawal Agreement signed by the two sides at the start of this
year. 
Tánaiste Leo Varadkar spoke to RTÉ this morning, explaining that
there is "ultimately more to gain and salvage from an agreement than
we have to lose" and that "it all takes a little bit of politics at the end
and for both sides to move a little bit at the end...but I think it is
possible." 
EUR/GBP -0.55% to 0.9010, GBP/USD +0.75% to 1.3450.
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Equities: The main indices in Europe are up between 0.50% and 1% on Wednesday morning,
EuroStoxx 50 touching its highest prices since late February in early morning trade. This risk-
on tone comes amid signs of some progress in Brexit negotiations, with just over 24 hours to
go until the ECB rate decision and monetary policy report. VIX lower to $20.55 as fear
subsides and market participants show optimism once more.
Currencies: Pound Sterling is on firmer footing this morning as hopes for a trade deal this
week are renewed, GBP stronger against all other major currencies on Wednesday.
Meanwhile the Dollar is slightly weaker this morning, likely due to increased confidence
surrounding US fiscal stimulus coupled with anticipation that the FDA will approve Pfizer's
vaccine in the States later this week.
Safe-havens: Gold is circa half a percent lower today, as risk assets climb and demand for
the safe-haven reduces. The precious metal has still risen by over 5% since its monthly low
was put in early last week. Similarly, silver is trading lower this morning. Sovereign bond yields
in Europe and the US are marginally higher on Wednesday, following a fairly muted session
yesterday.
Looking ahead: This afternoon we will see the BOC's rate decision in what is set to be an
otherwise quiet day for economic data. The highlight of the week will come from the ECB
tomorrow, with the Euro Summit taking place in Brussels on Friday where banking and capital
markets within the EU will be discussed.

Brexit

ECB Tomorrow
Tomorrow at 12:45pm Irish time the European Central Bank will
release its final rate decision and monetary policy report of 2020,
which will also be followed by a press conference with ECB President
Christine Lagarde at 13:30. Investors on all time frames will be paying
close attention to these two events, consensus expectations are for
the central bank to increase the size of its Pandemic Emergency
Purchase Programme (PEPP) by €500 billion while also extending its
expiration by 6 months, until December 2021.
We see a likelihood that the ECB could echo some of what the Fed
have recently said about this crisis, that fiscal and not monetary policy
will really make the difference to individual economies from here on
out. Lagarde may attempt to signal that this new round of monetary
action will be the last one.


