
Markets in both Europe and the UK are down roughly another 1.75%
this morning after a broadly negative session across Asia overnight.
Investors remain concerned about further speedbumps to the global
vaccination programme after recent arguments between the EU and
AstraZeneca. Indices on the continent trade one-month lows this
morning after Wall Street saw its worst sell-off since October last night.
We also believe that elevated valuations and infection rates will remain
to be ongoing risks for equities over the next month or so. 
As can be seen over the past 24 hours, market participants are looking
past very strong earnings results from the likes of Apple and
Facebook, as well as the Fed's pledge to stick to loose monetary policy
for the year ahead. Last night the Chair of the US' central bank Jerome
Powell said the US recovery from the deep downturn inflicted by the
pandemic had slowed due to a resurgence of the virus and a return to
normal was still far away for the nation. The Fed did however commit
to keeping easy monetary policy for some time to come, as expected,
stamping out any suggestions that the bank may begin tapering  its QE
programme any time soon. 
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Key Events to Watch

Equities: Indices in Europe and the US displaying their largest daily losses of the year so far
yesterday, VIX rising to a peak of $37 last evening, down to $35 on Wednesday morning.
Futures in the US trade lower along with markets in Europe this morning, despite some
positive earnings results this week.
Currencies: The Dollar gained some small ground yesterday after the Federal Reserve's
somewhat pessimistic view of the near-term for the US economy. EUR/USD is flat this
morning, finding fair value at 1.2110. Volumes will remain lower until we get further clarity
today and tomorrow regarding American and European quarterly GDP results.
Safe-havens: Gold markets continue their grind lower this week, trading at $1,837 today,
and likely taking a breather until Biden's fiscal package is in the headlines once again.
Copper, which is often highly correlated to economic health and sometimes equities, is
trading one-month lows at $3.49. US Treasuries have seen a safe-haven bid this week so far,
forcing 10yr yields back down to the 1% mark on Thursday. MOVE, which is the volatility
index for US Treasuries, has been trading near multi-year lows for over 6 months now.
Looking ahead: Later today we will see a number of important earnings results from the
US: from American Airlines, Southwest Airlines, Mastercard, McDonald's, MSCI, Visa, and
many more. Tomorrow we get results from SAP and Caterpillar. In terms of economic data,
the US' GDP reading at 13:30 will be the highlight of the day, and will be followed tomorrow
morning by the same figure from some key European nations.

Risk-Off Tone

Apple
Last night after market close in New York the US tech giant Apple
reported results for the quarter which ended on December 26th for
the company. Revenue for the period came in 21% higher at $111.44b,
up from the previous $91b and exceeding analysts' forecasts for just
$103b. Earnings per share were $1.68 for the 3-month period, beating
expectations for $1.41. This earnings boost was primarily driven by a
57% surge in sales in the greater China region. 
Net profits for Apple were 29% higher to $28.8b. "We couldn't be
happier with the December quarter and we couldn't be more
optimistic about the future" said the firm's finance chief, Luca Maestri.
Interestingly, all 5 of Apples product categories saw double digit sales
growth over the quarter, led by a 41% jump in iPad sales and a 30%
gain in its wearables category, including both the Apple Watch and
AirPods.
The shares, which traded through all-time highs on Monday, are
trading almost 3% lower in after-hours trade overnight to $138.05, as
investors 'took profits' following the earnings news. Apple is currently
trading at an elevated P/E of 43 times, while we are constructive on
our view for the stock over the medium-longer term, we favour other
names in the large US tech space in the shorter term, namely
Microsoft.
Apple currently employs 6,000 people in Ireland, most of which are
situated in Cork.


