
At 12:45 this afternoon we are due to see the European Central Bank's latest
monetary policy statement. As we see it, the bank is likely to make as few policy
commitments as possible as the shock from the war in Ukraine brings with it
considerable uncertainties and up-ends expectations for the Eurozone
economy. 
We believe the ECB will likely be forced into pausing its transition to a more
hawkish stance. President Lagarde may refrain from putting an end-date on
the APP programme. Lagarde may also leave the door open to a rate hike in
Europe in the latter stages of 2022, however the longer the war goes on we
would see less and less chance of this happening. We also believe the chance
of two or more rate hikes by the ECB this year have now been reduced to
almost zero.
We note that the market may completely dismiss ECB officials' economic and
inflation projections this afternoon. This is simply down to the fact that the
policymakers would have had to submit these forecasts before the invasion of
Ukraine commenced, so the outlook for the region has significantly changed in
the meantime. It is unclear yet if the bank will have updated these projections
in time for today's meeting.
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Market Moves

Equities: Markets on the continent this morning are about 2% weaker
at the time of writing, after what was a significant bounce in prices for
European equity indices on Wednesday. The EuroStoxx50 for example
gained almost 7.5% yesterday, its strongest intra-day move since after
the Covid correction in March 2020.
Investors may have become more optimistic around a de-escalation in
Ukraine and will closely watch today's summit between Russian and
Ukrainian foreign ministers, but it might still be too early for a
diplomatic breakthrough. The markets will also react if we see any
unexpected language today from the ECB or a significant beat or miss
of expectations with regard to US inflation. VIX at $33.50 on Thursday.
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Safe-havens: Shorter-duration US Treasury yields have moved back to
multi-year highs this week, rising faster than their longer-duration
counterparts and causing yield curves in the US to flatten as a result. This
move comes as fixed income markets in the US turn their attention away
from Ukraine and back to inflation and the Federal Reserve. US CPI this
afternoon will be closely watched, and the Fed next week are fully expected
to hike rates by 25bp. US 2yr is currently yielding 1.67%, while the 10yr is at
1.94%.
Gold traded 2.7% lower yesterday and is now just back below the $2,000
mark. However, the metal is still 11% higher since the start of February.
Looking ahead: We could see heightened volatility and moves in either
direction this afternoon as investors attempt to digest the ECB's latest
monetary policy statement, and also the US CPI inflation reading for the
month of February (forecast at 7.9%). Tomorrow we will see a GDP release
from the UK for January, along with the monthly Canadian Unemployment
Rate and a US Consumer Sentiment figure.
The Federal Reserve (Wednesday) and Bank of England (Thursday) will be the
highlights in terms of data points next week.

Currencies: The Euro is relatively quiet ahead of the ECB release later
today, EUR/USD and EUR/GBP are both slightly weaker to 1.104 and
0.839 respectively. The Euro did gain ground yesterday against other
major currencies as risk assets in the region rallied and the Dollar took
a step lower. The Russian Ruble has bounced in recent days, however
still 46.5% weaker against the Dollar than before the invasion.
USD/RUB is currently trading at 118.91.

Petrol and Diesel

ICG

Last night the Dáil voted to make a cut in excise on petrol and diesel - the
reduction is 20 cent per litre of petrol, 15 cent per litre on diesel, and 2 cent
per litre for green diesel. The discount will remain in place until the end of
August this year and will cost the government €320m.
This move is of course in response to the hefty impacts of inflation and the
Russian invasion of Ukraine on our economy in Ireland. Minister for Finance
Paschal Donohoe yesterday stated that Ireland is not in a position to place a
cap on rising fuel prices, as a country that imports the majority of our fuel.

Irish Ferries owner Irish Continental Group plc has seen stronger revenues and
earnings for 2021, after what was undoubtedly another challenging year for
the company. Revenues came in at €334.5m, a 20.7% jump on 2020's
€277.1m. ICG reported a loss before tax of €4.1m, an improvement on the
prior loss of €18m. 
The shares closed last night at €3.38 in Dublin, down over 16% since the start
of the war and down 25% YTD so far.


