
Global commodity prices are on track for their biggest weekly rally in more
than 50 years, with the 'Goldman Sachs Commodity Index' for example 15%
stronger on the week and almost 36% higher YTD. These moves, which have
been triggered by the war in Ukraine and the associated inflationary
pressures that will likely come, have included European natural gas prices
hitting a new record high as the continent braces for supply issues to come
down the line. Russia's growing isolation is choking off a major source of
energy, metals, and also crops, which has sparked fears over the past week of
prolonged shortages and accelerated global inflation.
WTI Crude Oil yesterday traded as high as $116.50 for the first time since
2008, having since pulled back slightly on reports that the US and its allies
could sign a deal to lift sanctions on Iran soon, which in turn would allow for
more supply to the global market.
Wheat prices soared to their highest point since 2008, with wheat futures in
the US jumping by over 43% this week to above $1,200 per bushel. This is of
course on the back of worries over a shortage in the crop as the Ukrainian
war cuts off roughly a quarter of the world's wheat exports.
Base metals have also rallied further after the 'LMEX Metals Index', which
tracks six major contracts, saw a record high this morning. Soaring energy
prices have only served to increase this momentum by pushing up costs.
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Market Moves

Equities: European stocks are feeling the pressure from a continued
escalation of conflict between Russia and Ukraine, at the time of writing
the EuroStoxx50 and 600 equity indices are between 2.75% and 3.25%
lower. Markets are concerned about a tightening of central bank policy
this month and going forward, however we do not expect the ECB next
week to make any rash decisions, the bank will likely make very little
changes to its language and may look to ease volatility somewhat.
The latest development in Ukraine is that Russian forces have shelled and
have now occupied Europe's largest nuclear power plant, in the south-
eastern city of Zaporizhzhia. The VIX has risen to $33.65 on Friday, as
S&P500 futures edge lower ahead of their 2:30pm cash open.
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Safe-havens: Yield curves in the US continue to flatten this week, with the
spread between the region's 10yr and 2yr now at just 0.33 percentage points.
This move has occurred as investors pile into safe-haven longer-duration bonds
and thus driving down their respective yields, while shorter-term Treasury yields
remain elevated due to expectations of tighter monetary policy this year in the
US. Gold is rallying again this morning, the precious metal up another 0.75% on
Friday and now finding fair value at $1,950. Our in-house price target for gold is
under review at present, given the recent change in the geopolitical landscape.

Currencies: Risk appetite has remained nervous over the past 24 to 48
hours, causing a significant amount of money to flow into safer currencies
such as the US Dollar and Japanese Yen. Conversely, the Euro is heading
for its worst week in nine months as the intensifying war has prompted
concerns about a hit to European growth. EUR/USD is down 2.3% this
week to 1.10 (lowest in 22 months), while EUR/JPY is similarly 2.5% weaker
to 127.00 (lowest in 13 months).

Looking ahead: Unfortunately we are likely to see continued volatility next
week - tensions and conflict in Ukraine will remain in focus and are showing no
signs of abating any time soon, as Russian troops keep pushing forward.
However, with every bout of volatility comes an opportunity to allocate funds for
the medium to long-term and take advantage of shorter-term pullbacks.
This afternoon we will see some important jobs data out of the US: Non-Farm
Payrolls (exp. +407k) and the Unemployment Rate (exp. 3.9%) are due at
1:30pm Irish time. Next week the focus from an economic data standpoint will
be around Thursday's ECB's monetary policy statement and the US CPI inflation
figure for February.

FBD Holdings
Irish insurance firm FBD Holdings has reported stronger pre-tax profits for
2021 this morning, with the figure coming in at €110m compared to 2020's
€4.8m. Basic EPS grew sharply from 13 cent to the current 274 cent. 
The shares are slightly weaker in Dublin and London after the announcement,
but still over 35% higher YTD at €9.96. The stock appears to still be
undervalued at present, despite its sharp move higher at the start of the year.
FBD currently trades on a TTM P/E of 11x versus the industry average of
10.9x, but a forward-looking P/E of just 5.6x. The firm has a price to book ratio
of 0.88x (based on last night's close) vs the European insurance industry's
1.03x and the broad Irish market's 1.0x.
A €1.00 per share dividend was also announced today, which will be well
received by investors and is an important first step in terms of payouts going
forward.


