
According to AIB's Services PMI (Purchasing Managers' Index) for
Ireland, the sector saw accelerated activity last month as some
restrictions were eased. We expect a significant pick up in the results
over the coming months after the Government stated last week its
intention to allow the reopening of all retail stores, personal services,
and non-residential construction later this month.
Ireland's Services PMI reading for April came in at 57.7, up from
March's 54.6 result and well into expansionary territory above the 50.0
line. This is the fifth time the figure has crossed the 50.0 mark since the
virus reached our shores over one year ago, and is significantly
stronger than January's 36.2 result (2021 low point).
"Although much of the services sector remains in lockdown, the data
are encouraging as all the main components of the survey showed
significant improvements" said AIB chief economist Oliver Mangan.
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Equities: Equities have seen a bid yesterday and into today, making up the ground lost after
Yellen's inflation and rates comments earlier this week. Sentiment has been relatively strong
this week on better than expected corporate earnings, slightly lower bond yields, and an
ongoing vaccination programme across Europe. In the US, S&P futures are marginally higher so
far on the session and currently trading just over 1% off their all-time highs. The VIX is resting
below $19 this morning.
Currencies: The Dollar has been flat this week so far, EUR/USD trading at 1.204 and GBP/USD
(cable) at 1.39. Today's large ballot in the UK could be a slight risk event for the Pound, and will
include elections for the Scottish Parliament which could potentially lead to a second
independence referendum down the line. Traders will also be awaiting the BOE decision later
today along with the NFP results from the US tomorrow.
Safe-havens: Gold is trading at the upper end of its range on Thursday, just above $1,790, the
last time the metal traded in the $1,800s was late February. Gold has seen support recently as
inflation readings post higher numbers along with a slightly lower US 10yr Treasury yield in the
US and a weaker Dollar - all positive for precious metals. The benchmark US 10yr is yielding
1.57% this morning, the German 10yr Bund at -0.236%.
Looking ahead: In terms of data we will see the release of the Bank of England's latest rate
decision at midday today, we will also see the ECB President Lagarde speaking later on. The
highlight of the week for global markets will come tomorrow in the form of the US' monthly
Non-Farm Payrolls and unemployment rate data. In terms of earnings, later today we get
results from Linde plc and Square Inc, followed tomorrow by Siemens, Enbridge, and BMW.
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AIB has reported a generally positive set of Q1 earnings results this
morning, as the bank returned to profitability and reiterated its
confidence that it will achieve its full year guidance for a resumption of
dividend payouts and a recovery in lending.
AIB, who saw a €931m loss last year, said its total income was 4% lower
y/y to the end of March. Customer deposits did see an increase of 3%
from December to €84.5 billion as individuals in Ireland continued to
save, while credit card debt and overdrafts declined. These trends are
of course expected to reverse as the economy fully reopens here and
discretionary spending likely surges.
"As Ireland emerges from lockdown and the vaccine roll-out continues,
we are confident about the outlook and our ability to generate
sustainable shareholder returns and meet our medium-term targets by
2023."
AIB's shares have gained over 47% YTD and are currently trading in the
€2.50 region in Dublin, up from a low base at the beginning of the year
of €1.59. The stock has a forward-P/E at current levels of just above 23x
and a Price to Book ratio of 0.5x compared to its industry average of
0.7x. We remain on the sidelines with regard to Irish bank shares in
general. With increased regulation in the sector which we do not
envisage dissipating any time soon, along with the high chance of zero
and negative interest rates in Europe for the foreseeable future, we do
not see long term value in these names at the moment.

Air-France KLM today said it is estimating it will operate 50% of its pre-
pandemic flight capacity during Q2, and up to between 55% and 65%
during the usually very busy Q3. "We're waiting to see the first effects
of vaccination" CFO Frederic Gagey said, demand is showing "no
noticeable improvement so far" he added.
Operating losses for the airline came in at €1.18 billion, from a loss of
€815m during Q1 of 2020. Revenue was a sizeable 57% lower to
€2.16b. Last year Air France-KLM secured a €10.4b government-backed
bailout, and also raised €1 billion in April which saw the French
Government double its stake to 28.6%. The airline's net debt for Q1
was €1.5b higher to €12.5b, as it held €8.5b in liquidity and available
credit.


