
Spanish multinational clothing company Inditex has this morning
reported a robust set of fiscal Q1 results (three months to the end of
April), with the firm's revenues increasing by 50% from the same period
in 2020, as economies begin to bounce back and Inditex continued to
boost its online sales.
The world's largest clothing retailer saw sales reach €4.9 billion
compared with €3.3b one year prior, while it also saw net profits of
€421 million versus a €409m loss in its fiscal Q1 2020. Inditex has
increased its cash reserves now to €7.2b, up roughly 25% from last
year to leave the company in a much healthier position going forward.
Management noted that store sales gradually increased over the
course of the three-month reported period, with 24% of regular trading
hours unavailable due to government restrictions. At the close of the
quarter, 84% of the firm's stores had re-opened, an extremely positive
sign no doubt. 
The shares trade over 1.6% lower following this morning's release,
however still almost 22% higher YTD so far and back at their pre-
pandemic levels. The stock has undoubtedly benefitted over the past
6+ months from the general recovery and reopening trade, pushing its
forward-looking P/E to almost 31 times. With its current dividend yield
of 2.2%, we reiterate our 'hold' rating on this name.
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Equities: European stock markets are pulling back slightly on Wednesday morning, as traders
likely liquidate some of their positions and sit on the sidelines ahead of a policy decision from the
ECB and also the US CPI inflation to come later this week. Worries about inflation will likely remain
on investors' minds as we head through this quarter, after data last night showed that China's
factory gate prices rose at their fastest annual pace in over 12 years during May. VIX broadly flat
this morning at $17.26.
Currencies: It has been a very quiet week so far for currency markets, market participants
patiently awaiting further clarity from the ECB and the Fed this month before committing to one
side. EUR/USD at 1.2190 at the time of writing, having today undone yesterday's small losses. The
greenback has been on a downward trend for much of 2021, but some investors are beginning to
look at the possibility of sustained higher inflation in the US which could force the Federal Reserve
to taper its QE earlier than previously guided. A move like this should support the Dollar.
Safe-havens: Gold is flat on the week so far, trading in a tight range similar to the main currency
pairs as traders await important data to come tomorrow. Bonds are seeing a bid this week, the
benchmark US 10yr yield being pushed down to 1.51%.
Looking ahead: This afternoon we are due to get the Bank of Canada's rate statement, followed
by the same from the European Central Bank tomorrow at 12:45pm. This will be followed at 13:30
by ECB President Christine Lagarde's usual press conference. Tomorrow afternoon the release of
monthly CPI and Core CPI inflation data from the States could also be a slight risk event for risk
asset markets.

Inditex

Chinese Inflation

PUP Update

Overnight we saw the release of some key inflation data from the
world's second largest economy, with factory gate inflation jumping to
its highest rate in over 12 years during the month of May, mainly due to
recent rises in commodity prices. So far, the data would suggest that
manufacturers are absorbing these costs rather than passing them on
to consumers as domestic demand is still in recovery mode.
These factory prices, also known as PPI or Producer Price Index, rose
by 9% in May when compared with the same month in 2020, versus
analysts' expectations for 8.5% and the previous month's 6.8% reading.
On the consumer side, CPI (Consumer Price Index, a gauge of retail
inflation), missed forecasts for 1.6% y/y when it only rose by 1.3%. We
note that this is still the strongest result for the figure since last
October, and comes after April's 0.9% reading.

The level of Irish people claiming the Pandemic Unemployment
Payment fell to its lowest levels since December this week, down 8% to
285,000, according to the Department of Social Protection. The
Department stated that it issued payments valued at €84 million to
those in receipt of the temporary benefit this week, with Dublin being
the county with the highest number of individuals enrolled at just over
97,000, followed by Cork and Galway at circa 27,000 and 15,600
respectively.
"Almost 200,000 people have now closed their PUP claims since
February which clearly shows that as sectors reopen, people are
returning to work" said Heather Humphreys, Minister for Social
Protection.


