
German carmaker Volkswagen has this morning released a trading
update, stating that it now expects to end the year with an operating
margin at the upper end of its previous 5% - 6.5% target. The car
manufacturer also said that it plans for an operating margin of
between 7% and 8% in the years after 2021, without specifying any
exact years. Volkswagen plans to achieve this by cutting its fixed costs
by €2 billion by 2023 when compared to last year, a decline of 5%, as
well as a 7% drop in materials cots over the same period. "We aim to
put the ambitious transformation of the Volkswagen Group on a solid
financial basis".
"Our good performance in 2020, a year dominated by crisis, will give
us momentum for accelerating our transformation" said chief
executive Herbert Diess this morning.
The shares are rallying on Tuesday following this latest release, up
over 5% in Frankfurt to €205.53, and a significant 35% higher YTD so
far as investors eye up the inevitable global reopening of economies
along with massive pent-up demand and consumer savings. We note
that from an income perspective Volkswagen has a relatively strong
dividend yield of 2.5% at current prices, albeit with a mixed history in
terms of consistently paying out to investors.
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Equities: We expect volatility to remain low today and tomorrow until after the release from
the Fed, the VIX has sunk to c.$20.20 over the past week or so as traders sit on the sidelines
and await further central bank clarity. Stock markets are moving higher across Europe and
the UK on Tuesday morning after a broadly positive session in Asia overnight, sentiment
remains strong as bond yields come under control and have taken a breather over recent
days.
Currencies: The Dollar has traded flat over the last two weeks as investors look to the Fed
tomorrow evening for the greenback's next significant move. EUR/USD is marginally higher
this morning to 1.1935 as GBP/USD (cable) moves lower to 1.3818 ahead of the Bank of
England on Thursday at midday. EUR/GBP higher to 0.837 for the first time in almost 2 weeks
on Sterling weakness.
Safe-havens: Sovereign bond yields are moving slightly lower this morning as the asset class
takes a break from its recent move, the benchmark US 10yr back below the 1.6% mark,
German 10yr yielding -0.345% following the ECB's recent decision to speed up bond
purchases in the short-term. Gold has traded flat to higher over the past week at c.$1,730.
Looking ahead: This afternoon we are due to see monthly retail sales figures from the US,
which follows last month's large beat of expectations for the figure. The main risk event of the
week will come at 6pm Irish time tomorrow when the Federal Reserve release their latest
monetary policy statement and rate decision in the States. This will be followed on Thursday
by the same from the BOE and then the BOJ in the early hours of Friday morning.

Volkswagen

C&C
Dublin-headquartered multinational alcoholic drinks manufacturer,
marketer, and distributor C&C Group has this morning announced a
deal to sell its US subsidiary Vermont Hard Cider Company to
Northeast Kingdom Drink Group for a total of $20m, with the deal
due to complete in the coming weeks.
In its latest trading statement, C&C also said its cost reduction
programme will likely bring about savings of about €18m per annum
for the  firm, when compared to its pre-pandemic cost base.
"While our ability to trade has been severely restricted in hospitality,
our brands have performed strongly in the off-trade" said chief
executive Davie Forde, "The group has been working hard to ensure
that we are primed and ready to serve our on-trade customers as
and when the hospitality sector is allowed to reopen, from a more
streamlined base and with new brand partners, in the post pandemic
market" the CEO added.
The shares are stronger on the back of this release in London this
morning, trading higher to £3.007, having moved 32% higher so far
this year. 
We note that the company recently cut its workforce in Ireland by 34
people as a direct result of the impact of Covid-19, stating that the
majority of reductions which have occurred over recent months have
come through voluntary redundancies. Overall, we believe that clear
and definitive action by C&C's management will enable the firm to
rebuild its profitability in a quick and relatively efficient manner once
the majority of its target market are vaccinated.


