
The UK economy grew more quickly than was previously thought during the
fourth quarter of 2021, a time when the region was dealing with a significant
wave of Omicron infections. GDP in the world's fifth-largest economy
increased by 1.3% vs the prior quarter, stronger than the preliminary result
of just 1.0%. The Office for National Statistics cited human health and social
work activities as reasons for the unexpected increase.
This 'Final GDP' result is the UK's second of two releases for Q4, and hence
has had less market impact this morning than one might expect. It comes
after the country's growth of 0.9% during Q3 and 5.6% in Q2. The UK's level
of GDP in December was just 0.1% below where it was at the end of 2019,
revised from a previous estimate of 0.4% below.
Meanwhile, the Nationwide index has shown that UK house prices were up
by another 1.1% this month, annual house price inflation jumping by over
14%.
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Market Moves

Equities: The main equity indices across Europe are slightly stronger
on Thursday, after losing ground yesterday as Russia-Ukraine
headlines remained in focus. 
Downside mostly came from retail and travel stocks, while the oil & gas
industry outperformed. Sentiment turned somewhat defensive on
Wednesday amid doubts over the prospect of a ceasefire in Ukraine,
and Putin's true intentions. Heavy shelling has been reported
overnight around the Kyiv area, despite Russia's announcement that it
will cut back on military activity around the capital.
Market participants will be closely watching any developments in
Ukraine today and tomorrow, as well as the direction of oil prices, and
the inflation and jobs data to come from the US and Europe.
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Safe-havens: Gold has seen sideways price action over the past couple of
weeks, remaining roughly within the $1,900 - $1,960 region as investors
attempt to prepare for the next steps of the Russia-Ukraine war. We note
that the precious metal is due for its biggest quarterly gain since Q3 2020,
currently up over 5% since the beginning of January.
Government bond yields across the board are pulling back on Thursday, the
benchmark US 10yr yield however is still set to be about 80 bp higher over
Q1, while Germany's 10yr looks to be around 76 bp higher.
Looking ahead: This morning we are due to see a March CPI inflation
release from Italy, following the same from France earlier today (4.5% y/y).
The full Eurozone CPI figure will be released tomorrow at 10am, forecast at
6.7% y/y for the headline figure and 3.1% for the Core result.
Turning to the United States: the Fed's preferred inflation metric, the Core
PCE figure, is due to come in at 5.5% y/y this afternoon. This figure strips out
energy prices and other volatile items. 
Tomorrow we are also due to see important jobs data out of the US, in the
form of the monthly Unemployment Rate (expected at 3.7%) and Non-Farm
Payrolls data (exp. +490k jobs).

Currencies: Despite some slight strength on Thursday morning, USD
has pulled back this week, pushing the Euro up to a high of $1.118
yesterday and the Dollar index to the low end of its range at around
98.00. Dollar volatility may remain low until after tomorrow afternoon's
US employment data. Any significant Ukraine news will influence the
Euro in the meantime.

H&M

Global M&A

Swedish multinational clothing firm H&M has this morning reported a lower
than expected set of profits for its fiscal first quarter, sending shares over
9% lower on the session to 131.20 Swedish Krona. This is the stock's lowest
level since in the initial aftermath of the invasion of Ukraine, and leaves it
down 26.4% YTD. 
H&M's pre-tax profit for the Dec-Feb period came in at 282 million Krona
($30.45m equivalent), up from a loss one year prior of 1.39 billion. "Sales
and profits for the quarter were impacted by the negative effects of the
pandemic in many of the group's major markets" the company said in its
statement, "The result was also affected by increased growth-related
initiatives, particularly within tech and the supply chain".

Global merger and acquisition activity fell back by 29% during the first
quarter of 2022, as volatility across markets fueled by the war in Ukraine
pushed the brakes on last year's rapid pace of deal-making.
Overall deal volumes dropped from $1.43 trillion this time last year, to the
current $1.01 trillion, according to Dealogic data this morning. Surging
energy costs (and inflation), new geopolitical tensions, and the dislocation of
supply chains have impacted deal-making in recent months.


