
Third quarter earnings season is set to advance this week, after a strong set
of readings for the large US banks last week. As of Friday, the expected
earnings growth rate for the S&P 500 was 30%, according to FactSet. This
figure is based on the few firms that have already reported, along with
analysts' expectations for the results to come. This 30% estimate is up from
the previous week's 27.6%. Investors will be paying close attention this
week, as a range of companies across multiple sectors are set to release,
offering further clarity about how pandemic-related disruptions and supply
chain issues have impacted earnings around the world.
Taking a look at the day-by-day: Philips NV reported this morning, and will
be followed by State Street Corporation later today. Tomorrow we are due
to see releases from Johnson & Johnson, Netflix, Procter & Gamble, Philip
Morris, Bank of New York Mellon, Halliburton, and United Airlines.
Wednesday similarly will be busy for earnings, with results coming from
Nasdaq, Biogen, Abbott Laboratories, Verizon Communications, IBM, Tesla,
ASML, and many more. On Thursday we are due to hear from PayPal, Intel,
AT&T, SAP, Dow Inc, American Air Lines, Southwest Airlines, followed on
Friday by American Express, Honeywell International, and Schlumberger.
Aside from corporate earnings, markets will continue to watch economic
data releases as the week goes on. China saw its Q3 GDP release in the
early hours of this morning, which came in below expectations. The US will
release m/m Industrial Production results after lunch today. Tomorrow
afternoon we are due to hear from the BOE Governor Andrew Bailey, and
also from a few Fed officials during the evening. Wednesday morning will
see the UK release its September inflation results (expected y/y at 3.2%),
which will be followed by the same from Canada that afternoon. Thursday
looks set to be relatively quiet in terms of data, while Friday could be the
highlight of the week with Services and Manufacturing PMI readings due
from the Eurozone, UK, and US.

Daily Update
Your daily market news, moves

and outlook

Financial News Round Up

18/10/2021 - US Industrial Production
20/10/2021 - UK CPI
22/10/2021 - European PMIs
22/10/2021 - US PMIs

Market Moves

Markets Outlook

Monday, 18th of October

Key Events to Watch

Equities: Markets in Europe are roughly half a percent lower to start the week off this
morning, after what was a strong few session for equities last week. Asian indices were
mostly lower overnight. Market participants continue to keep one eye on ever-increasing
energy prices around the world which are helping to keep inflation expectations high. We
also saw weaker than expected GDP results from the world's second largest economy,
China, overnight. The VIX is slightly higher to $17.40 on Monday morning, having touched a
6-week low of $15.72 on Friday.
Currencies: The Dollar is about 0.20% stronger this morning having pulled back slightly last
week, the DXY currently at 94.13, while EUR/USD trades at 1.158. The world's reserve
currency has gained as news emerged that China's economy slowed by more than expected
during Q3. The Pound rallied last week as traders priced in a BOE rate hike before year-end,
GBP/USD on Friday reaching one-month highs of 1.377 while EUR/GBP traded 0.842 for the
first time since February 2020.
Safe-havens: Gold initially rallied last week, but found some sellers on Friday which
brought the metal back down to the $1,765 region. Yields on both sides of the Atlantic are
higher on Monday as fuel prices continue to rise and inflation expectations remain high. The
UK's 10yr yield rose to 1.166% this morning, reaching 1.219% last week for the first time in
17 months as investors prepare for BOE rate hikes. The US and German 10yr bonds yield
1.605% and -0.135% respectively on Monday.
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Overnight Chinese GDP results for the third quarter were made public, the
world's second largest economy growing by 4.9% y/y over July - September,
versus analysts' forecasts for 5.0% and the previous quarter's 7.9% result.
This slightly weaker than expected reading comes as a crackdown on the
nation's property sector along with a potential energy crisis began to take
effect on its economy. In addition, the region's National Bureau of Statistics
(NBS) pointed to an "unstable and uneven" domestic rebound. When
compared with Q2 of this year, China's economy grew by just 0.2%, its
weakest result since the pandemic-induced slowdown during Q1 of 2020. 

Markets are now fully expecting a rate hike from the BOE before the end of
the year, with a circa 57% chance of the bank acting at its upcoming
November meeting. 
The BOE's Governor Andrew Bailey over the weekend stated that the
central bank will "have to act" to curb persistently high inflation in the UK,
warning that higher energy costs will cause inflationary pressures to linger. 
Bailey said that increasing oil prices mean inflation "will last longer and it
will of course get into the annual numbers for longer as a consequence.
That raises for central banks the fear and concern of embedded
expectations."


