
Europe's largest bank HSBC has this morning announced that it will
resume paying out a dividend and look to invest more heavily in Asia
despite seeing a 34% decline in annual profits after its global business
was hit hard by the pandemic last year.
HSBC's results actually came in slightly ahead of analysts'
expectations with a gross profit of $8.8 billion versus $13.4b in 2019,
these latest set of results were also weighed down by loan losses.
Taking a closer look, during Q4 HSBC's adjusted profit slid 50% y/y,
coming in at $2.2b ahead of the $1.8b forecasted by a group of
analysts. Impairment charges for bad loans were $1.2b higher to
$8.8b for the 3-month period.
The multinational bank announced that it will begin paying out a
dividend of $0.15 a share after the BOE dividend ban was partially
lifted late last year.
"In 2020, we experienced economic and social upheaval on a scale
unseen in living memory" said HSBC Chairman Mark Tucker, "The
external environment was being reshaped by a range of factors -
including the impact of trade tensions between the US and China,
Brexit, low interest rates and rapid technological development...The
spread of the Covid-19 virus made that environment all the more
complex and challenging."
The shares are roughly 1.75% lower following the release today,
trading at £4.23 in London as we write. HSBC stock is almost 12%
higher YTD so far, having lost 36% of its value during a very turbulent
2020.
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Key Events to Watch

Equities: The main equity indices in Europe are roughly a percent lower on Tuesday following
a mixed session in Asia overnight. VIX is higher this morning to $24.45 as futures in the US
sell off somewhat. The tech sector is leading the move lower today as focus shifts towards
surging bond yields, any areas with stretched valuations such as tech will be liable to sell-off
in times of even slight uncertainty such as this.
Currencies: We expect Dollar pairs to remain fairly quiet ahead of Powell's speech later
today, he is also due to speak tomorrow afternoon. EUR/USD is flat at 1.2150 to start off
Tuesday. EUR/GBP is falling for the 7th consecutive week as UK PM Johnson outlines the
region's exit plan and timeline from the current restrictions, set to return to normal ahead of
the rest of Europe.
Safe-havens: Gold is flat to slightly lower this morning, seeing quiet trade as the Dollar
remains subdued, the metal yesterday rebounding some of last week's losses and bringing
price back to the $1,800 area. Silver has moved higher this week, touching $28 this morning
before pulling back somewhat. We continue to closely watch rising bond yields.
Looking ahead: Traders will be watching the Fed Chair Jerome Powell's speech at 15:00 Irish
time today, we expect Powell to reiterate his cautious and dovish tone. Overnight tonight we
will see the RBNZ rate decision in New Zealand followed by the BOE's Monetary Policy Report
Hearings. In terms of earnings: Later today we will see releases from Home Depot and
Medtronic, with Nvidia, Royal Bank of Canada, Puma, Iberdrola to report tomorrow.
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Mortgages in Ireland
According to the latest study by the Economic and Social Research
Institute (ESRI), house prices in Ireland would be almost 9% higher
without the Central Bank of Ireland's strict mortgage lending rules. 
These macro-prudential rules were introduced by the central bank
back in 2015 in an attempt to stop another credit-fueled housing
bubble, by limiting how much the Irish banks can lend out to
mortgage borrowers.
The study came to the conclusion that these rules had reduced the
average size of mortgage loans in the Republic by 8%, mostly in the
last 3 years, leading to average house prices being 8.8% lower as a
direct result. 
"The results of the analysis highlight the continued strong relationship
between mortgage credit and house prices in the Irish market and
the effectiveness of the macroprudential regulations in limiting the
increase in average loan sizes" said Kieran McQuinn, author of this
latest study.


