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Financial News Round Up

16/11/2020 - ECB President Lagarde speaks
17/11/2020 - OPEC Meetings
17/11/2020 - US Retail Sales
19/11/2020 - US Unemployment Claims

Market Moves

Markets Outlook

Monday, 16th of November

Key Events to Watch

Equities: Markets have started the week higher in Europe, DAX and EuroStoxx50 indices
trading circa 0.75% higher, strong corporate earnings and vaccine optimism helping
markets rally. This risk-on tone comes despite ongoing struggles with the virus worldwide,
with stubbornly high infection rates in Europe and the US. VIX trading at roughly $23.50
on Monday morning, stock markets higher across Asia overnight. In the US futures
market last night and this morning: value still outperforming tech and growth stocks,
however all sectors are indeed in the green.
Currencies: A quiet start to the week for FX markets, the Dollar marginally lower on the
general risk-on tone across markets. Monthly Retail Sales releases from the US and UK
this week may move currencies on an intra-day basis. Brexit will be at the forefront of
Sterling traders' minds as the clock ticks on and deadlines are reached. EUR/USD finding
fair value at 1.1840 on Monday, GBP/USD (cable) at 1.3175.
Safe-havens: Precious metals slightly higher this morning, gold still trading at the lower
end of its range however, having only pared a small amount of last week's losses.
Yields pulling back on Monday, bond volatility much lower than last week. Spreads
between Treasuries and Bunds are stable this morning. Last week the benchmark US
10yr traded its lowest level in 8 months as yields pushed on to a high of 0.977%. German
Bunds still well in negative territory over the week, yields seeing a high point of -0.456%.

A relatively busy week ahead for financial markets as we move
through the fourth quarter of what has been a very eventful year so
far. We will get our usual mix of economic data points, the final few
names to announce Q3 earnings results, possibilities of further
lockdown measures across Europe and the US as daily new case
rates remain stubbornly high and hospitals' ICU's are under pressure. 
Brexit is to remain a key theme this week, both Irish and British
ministers stressed over the weekend that there needs to be a
breakthrough on a trade agreement this week. Minister for Foreign
Affairs Simon Coveney has stated that the two sides have a week to
ten days to find a way to unlock trade talks, talks resume today in
Brussels. This week we are also due to get results from Moderna's
human stage trials of their Covid-19 vaccine, following the same from
Pfizer this time last week.
In terms of data points: Monday will be a quieter start to the week,
ECB President Lagarde will speak at 13:00 Irish time. Tomorrow we
will see OPEC nations meet, with US Retail Sales released during the
afternoon. Wednesday looks set to be quieter, with the weekly US
Unemployment Claims coming on Thursday along with employment
data from Canada. UK and Canadian Retail Sales will round off the
week on Friday, with G20 finance ministers due to meet over the
weekend.
For corporate data: this morning we saw earnings releases from both
Kingspan and Vodafone, tomorrow we are due to hear from Hibernia
REIT plc, Home Depot, and Walmart, followed by NVIDIA Corp and ITV
plc later in the week.

The Week Ahead

Kingspan
Irish-based building materials company Kingspan released a trading
update today, including results for the nine months up until the end
of September, during which sales fell by 5% to €3.27 billion. Reported
revenue was just 4.7% lower, due to acquisitions. Net debt at the end
of the period came in at €312 million, with working capital currently
"somewhat lower" albeit expected to rebound in the coming months.
"Trading in the fourth quarter to date has been strong helped to an
extent by accelerated demand in the expectation of inflation led price
increases in the coming months" the firm said in a statement.
"Whilst conscious that much of the seasonally variable fourth quarter
is still at play, in what is an untypical year, we expect to deliver a full
year trading profit marginally ahead of 2019" it added.
Roughly 4% lower today, the stock has still traded over 41% higher in
2020 so far. Kingspan sits at a fairly extended P/E ratio of 37 times
(FY21), and an EV/EBITDA of 24 times. These metrics are coming in at
a 90% premium to the company's 10-year average and a near 60%
premium to its competitors. In light of this, we are moving Kingspan
to a 'hold' rating, conscious that the lack of a dividend may diminish
investor sentiment in the short to medium term.


