
Risk assets on the continent are seeing some selling on Friday
morning after news has emerged that AstraZeneca have once again
cut their Covid-19 vaccine supply forecast to the European Union for
Q1 to about 30 million doses. This new figure equates to just a third
of its contractual obligations and is a further 25% drop from the
pledges the firm made around a month ago. This shortage is of
course another blow to Europe's vaccination programme, which has
already been hindered somewhat by repeated delays in supply
coupled with slower than expected rollouts in certain nations.
This latest cut from the British-Swedish biotechnology firm comes just
one week after a decision by Italy and the European Commission to
block a shipment of AstraZeneca vaccines to Australia, in the first
application of an EU mechanism which now allows the bloc to refuse
export requests from vaccine manufacturers that do not comply with
EU supply contracts. 
We suspect that we have not yet heard the end of these
disagreements and will be watching all developments closely in the
coming weeks.
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Key Events to Watch

Equities: Europe's main indices are roughly half a percent lower on Friday morning after
seeing strong gains earlier in the week. This slight risk-off tone comes as AstraZeneca have
once again cut their vaccine supply to the EU by a further 25% after the recent cut just over a
month ago. Bond yields are under control in the Eurozone following rhetoric from the ECB
yesterday, we expect global equities to look at bond yields for their short term movements. VIX
slightly higher to $22.88 as futures pull back slightly in the US this morning.
Currencies: The Dollar is trading higher on Friday, bringing EUR/USD back down towards the
1.19 mark - the world's most traded pair is currently flat on the week. Treasuries look set to
resume their grind higher while European yields may remain more subdued in the coming
months following yesterday's ECB meeting, causing a potentially higher demand for the Dollar
in the near-term. FX traders will now look to the central bank releases to come next week.
Safe-havens: US Treasury yields have moved higher again in recent days, increasing faster
than inflation at present which has caused gold to remain in its downtrend. The precious metal
is on the back foot this morning, trading below $1,700 for the first time since Tuesday as the
US' 10yr yields above 1.6% once again. Germany's 10yr Bund seeing more sideways trade, as a
result of yesterday's ECB decisions, trading at a yield of -0.315%.
Looking ahead: Following the UK's GDP release this morning the only major economic data
point to come this afternoon will be Canada's unemployment rate. Looking to next week we will
see three major central bank releases: from the Federal Reserve on Wednesday, Bank of
England on Thursday, and the Bank of Japan in the early hours of Friday morning.
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As we had alluded to earlier in the week in our ECB forecast, the
central bank yesterday said it will step up its bond purchasing
programme in the near-term. In our view this move is in an effort to
support the Eurozone's economy whose recovery is expected to lag
that of the United States, held back by a slower vaccine rollout and
less relief spending by governments.
The European Central Bank stated that over the next quarter
purchases would be conducted "at a significantly higher pace than
during the first months of the year",  while not actually increasing the
size of the PEPP programme itself. We believe this move is also aimed
at preventing a premature rise in borrowing costs while businesses
and individuals are still struggling with Covid restrictions around
Europe. The ECB's main deposit rate was left unchanged at -0.50%, as
expected.

GDP data for the United Kingdom in January was released this
morning, indicating that the region did contract but by less than was
feared by analysts. The UK's m/m result came in at -2.9% versus a
consensus forecast for -4.9%, and down from December's positive
reading of 1.2%. The UK economy is still however expected to shrink
by circa 4% in Q1 of this year, which has of course been caused by
Coronavirus restriction measures, but also not helped by some post-
Brexit rules for trade with the EU, the BOE said last month.
"Manufacturing saw it first decline since April with car manufacturing
falling significantly" said the Office for National Statistics, "However,
increases in health services from both vaccine rollout and increased
testing partially offset the declines in other industries".


