
Firstly, we note that the ECB opted to leave policy unchanged yesterday, as
was widely expected, the central bank having already laid out a broad agenda
for 2022 at their December meeting. The Pandemic Emergency Purchase
Programme (PEPP) is due to conclude in March, as was forecast, however the
separate APP programme will still run at €40b per month in Q2 and will be
slowly reduced over the course of the year. 
Importantly, during the press conference, the ECB did not continue to push
back on market expectations of rate hikes in 2022. ECB President Lagarde
did not reaffirm her previous view, so many now believe the door may have
been opened for rate increases in Europe during H2.
Over to the Bank of England, we saw a 25 basis point rate increase, as
expected. The BOE's main rate is now up to 0.50%, following their 15bp hike
back in December. Interestingly, four of the bank's nine voting members
wanted a 50bp hike yesterday, which markets took as a sign that we will see
relatively aggressive monetary tightening in the UK during 2022.
The BOE revised upwards its inflation forecasts, now estimating for a peak of
7.25% in April, before falling back quite slowly and only getting back below
2% at the end of 2024.
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Market Moves

Equities: Markets remain volatile amid a hawkish tilt from the ECB and
BOE this week, while earnings in certain sectors are still highlighting
the impacts from supply chain problems and cost pressures. The
EuroStoxx50 and 600 indices are 0.8% lower on Friday morning,
looking to finish this week in the red. US equities traded lower
yesterday as tech in particular took a hit. This move came after Meta's
disappointing set of results - the stock declining by 26% yesterday
alone. US expected to open slightly higher today on the back of better
than expected Amazon results overnight. VIX at $25.25 on Friday.
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Amazon
US tech giant Amazon reported its fourth-quarter earnings results last night
after market close in New York, boasting revenues of $137.4b (up 9% y/y, in
line with forecasts). Net income came in at $14.4b for the three-month
period, and included a pre-tax valuation gain of $11.8b from an investment
in Rivian (electric vehicle manufacturer, which went public last year).
Amazon took the chance to announce that it will raise the price of annual US
Prime subscriptions by 17%, as it looks to offset higher shipping an wage
costs.
The shares have seen considerable volatility as of late, as has much of the
tech sector. Amazon traded almost 8% lower during Thursday's session as
traders showed concerns ahead of the release, but has since moved over
11% higher in after-hours trade, due to open at $3,085 this afternoon. This
would leave the stock down 8% YTD and down over 26% from its record
high from last year.

Currencies: Both the Euro and British Pound gained against the Dollar
on Thursday after their respective central bank releases. Traders
moved to price in an increase in rates in the Eurozone for H2 of this
year, pushing EUR/USD back above 1.145. The currency pair is now
flirting with its highest levels since mid-November. Elsewhere,
GBP/USD (aka cable) rallied to a high of 1.363 before falling back this
morning - focus remains on the UK political situation as some of Boris
Johnson's senior aides have resigned, placing further pressure on the
PM.

Safe-havens: Yields on the short end in both Europe and the United
Kingdom surged higher on Thursday, as markets began to price in a much
more hawkish ECB and BOE in 2022. Taking a look at Germany's 2yr bond, its
yield jumped to a near-7-year high of -0.22%, while the UK's equivalent saw a
yield of 1.19% for the first time since 2011. We note that Treasuries in the US
have remained steady this week, as focus has shifted to other regions and
investors had already positioned for Fed rate hikes this year.
Gold continues to grind higher on Friday, having initially dropped by 1% after
yesterday's releases, but recovering in full.
Looking ahead: Earnings season will slowly begin to unwind over the next
couple of weeks, later today we are due to hear from AON, CBOE Global
Markets, Bristol-Myers Squibb, Regeneron, and some smaller names. Most
large earnings next week will be confined to Tuesday, Wednesday, and
Thursday, during which time reports will come from Pfizer, TotalEnergies, BP,
Toyota, Disney, GSK, Uber, Twitter, Coca-Cola, Pepsico, and AstraZeneca. The
highlight of the day in terms of economic data points will be the US Non-
Farm Payrolls figure and Unemployment Rate this afternoon, expected at
+110k and 3.9% (unchanged), respectively.


