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Rates Spark: Watch your Lane

The FOMC minutes refer to the pre-vaccine era; contextualise them
against that (and Yellen as Treasury head). Today's US holiday allows
European markets to focus on domestic issues - foremost the
question of what the ECB will do in December. The central bank will
release the minutes of the October meeting and Chief Economist Lane
will speak.

Federal Reserve

Source: Shutterstock

At first glance its more of the same from the Federal Reserve's
minutes, but then again ...

The minutes from the 5 November Federal Reserve meeting maintain a tone of concern on the
medium-term trajectory for the US economy. Discussion on the bond buying programme was
biased in the direction of greater impact, as opposed to any sense of winding down. Extension of
buying further out the curve has been mooted as a direction the buying programme could take.
Nothing has been decided though. Even consideration on a future taper of the programme was
within the commentary remit.

That said, we must contextualize this against two key factors. First, the 5 November meeting was
before the first vaccine announcement on 9 November. While a vaccine was expected, the positive
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market reaction proved that it is never done until it is done. The vaccine confirmation would cheer
up the Fed.

Second, we've had the US election outcomes become clearer since, including former Fed chair
Yellen as the Biden administration's choice for Treasury Secretary. This should please the Fed too;
one of 'their own' heading the US Treasury should help to appease fears that cries for more fiscal
help are not being listened to.

The Federal Reserve would like to see government take up some of the strain on the economy
through the passage of a decent stimulus. Political developments should push in that direction,
and the vaccine confirmation should help to ease the worst of the medium-term concerns.

Therein lies the push and pull for the markets, and the reaction said it all. Market rates down first
on the headlines. But then on reflection, the realization that we need to look at things through a
more rosy prism than before. That 1% level for the 10yr remains a strong magnet to aim for,
should the stars align, and provided contemporaneous Covid fears are at least contained.

More hints for the all-important ECB December meeting?

Today's US holiday allows European markets to focus on the domestic issues. At the forefront that
is the ECB. The central bank will release the minutes of the October meeting where Lagarde
pledged to “recalibrate” its instruments at the upcoming December meeting. One should note
again that the last meeting took place before the positive vaccine news helped bolster sentiment.

However, since then many officials have come out to say that this did not materially alter the
outlook. And many have flagged the pandemic emergency purchase programme (PEPP) and the
targeted liquidity operations (TLTROs) as possible recalibration targets. Against that background
the minutes might be thin on actual news. The ECB Chief Economist's speech planned for today
on “Monetary policy in a pandemic: ensuring favourable financial conditions” might prove more
insightful.

Today's events: Lane speaks, consumer sentiment data

It is a quiet day in data with the US off for Thanksgiving. In the Eurozone we will get consumer
confidence data out of France and Germany. More closely watched should be the speech given by
the ECB's Chief Economist Lane.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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