
Action on equity markets is quiet this morning, with volatility gauges at
or very near one-year lows while many stock markets rest at their all-
time highs. Many traders will undoubtedly be sitting on the sidelines
this morning ahead of the Consumer Price Inflation (CPI) release due
from the US at 13:30 Irish time. We expect a result of 0.5% for the
monthly CPI figure (change in the price of goods and services
purchased by consumers), vs last month's 0.4% and February's 0.3%.
For the 'Core CPI' figure (change in the price of goods and services
purchased by consumers, excluding food and energy), we are
expecting 0.2% versus March's 0.1% and February's 0.0%.
Aside from today's data release from the States, market participants
are undeniably sitting on the sidelines until further clarity emerges
from a global corporate earnings point of view. Analysts estimate that
overall earnings for the broad-based S&P500 index will increase by a
robust 25% in the first quarter compared with the same period last
year. We note that if these expectations come into play they will mark
the largest surge in profits since Q3 of 2018 for the United States.
Taking a closer look at the S&P500 earnings forecasts, more value-
oriented sectors such as Materials, Financials, and Consumer
Discretionary are expected to see earnings growth of 48%, 72%, and
104% respectively. Tech and HealthCare are forecast to come in with
more modest gains in earnings, estimated to rise by 22% and 20%.
These estimates are in line with our views from our recent Q1
Investment Update. In this update we highlighted that cyclical stocks,
those more sensitive to economic momentum (financials, materials,
energy, and industrials sectors), that were hit hard by the pandemic
will have a huge potential to bounce back this quarter and next as the
global recovery becomes more comprehensive.
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Equities: Markets in Europe are slightly higher this morning, DAX and EuroStoxx50 both
roughly 0.30% higher so far on the session. Futures in the US are flat to slightly higher on
Tuesday morning, the S&P500 having closed at a record high last night of $4,129. S&P VIX
futures and the CBOE volatility-based 'fear gauge' are flat to marginally lower today, as
investors hold confident ahead of another quarterly earnings season.
Currencies: FX markets are seeing quiet trade this morning, as investors await further clarity
on the inflation situation in the US - CPI results are due at 1.30pm Irish time. Markets in
general are also remaining fairly muted ahead of the beginning of the earnings season
tomorrow, EUR/USD has seen tight rangebound trade for a few days now around 1.19.
EUR/GBP at 0.8650 again today.
Safe-havens: Gold has traded slightly lower so far this week, around the $1,730 mark as we
write. Volatility will likely pick up in the metal along with FX volatility should we see a surprising
result from today's US CPI figure. Similarly, gold traders may await the beginning of the
earnings season to determine overall market sentiment and commit to one direction.
Looking ahead: In terms of data points: the highlight of the day will come from the US this
afternoon when they release monthly CPI inflation readings for March. Tomorrow Fed Chair
Powell and ECB President Lagarde will both be speaking, separately throughout the day. For
earnings, tomorrow we will see the season kick off in the US with Q1 releases from JP Morgan
Chase, Goldman Sachs, and Wells Fargo, followed on Thursday by PepsiCo, Delta Airlines,
Bank of America, BlackRock, and Citigroup.

Inflation & Earnings Expectations

UK GDP
This morning before market open in London we saw the release of the
UK's monthly GDP reading, which came in below analysts' expectations
(0.4% vs forecasts for 0.5%). This result was for February.
We saw some initial signs that trade between the EU and UK had
partially recovered during February after a Brexit-related decline in
January. According to the Office for National Statistics (ONS) in the UK,
the value of goods exports to the EU, excluding non-monetary gold
and precious metals, increased by 47% m/m in February, up to £11.6
billion. The ONS also stated that goods imports excluding non-
monetary gold rose by 7% over the same period. Global goods exports
were however still 18% lower than one year earlier.
This all comes after the UK economy shrank by nearly 10% during
2020, a more severe contraction than most other European
economies it must be noted.


