
Investors are preparing for a series of important first-quarter earnings releases
over the next four days. As of Monday evening, 53% of the 34 S&P 500 names
(comprising 10% of the index's earnings) that have so far reported have beaten
expectations for both revenue and EPS. This is slightly stronger than the typical
week 1 beat rate of 47% and the previous quarter's 50%. Historically, higher
inflation has led to higher revenues, which in turn means earnings should be
able to grow at a solid pace even with some narrowing of profit margins, in our
view.
Later today we are due to hear from Johnson & Johnson, Netflix, Lockheed
Martin, and some smaller names, followed on Wednesday by Tesla, P&G, ASML,
and Abbot Laboratories. Then towards the end of the week we will see reports
from the likes of Philip Morris, AT&T, Snap, Verizon, American Express, SAP, and
Schlumberger. 
In terms of the regular economic data over the coming days, we are set for a
slightly quieter schedule. The remainder of Tuesday will be quiet, as will
Wednesday with the exception of monthly Canadian CPI inflation. On Thursday
attention will likely shift to central bank speakers, we are due to see the heads of
the Fed, ECB, and BOE each speak during the afternoon at an event in
Washington DC.
Friday will see the release of April Manufacturing and Services PMIs for European
nations and the United States. These PMI results are a leading indicator of
economic health and will be watched closely by traders.
Finally on Sunday , the French public are due to go to the polls once more for the
second and final round of the country's presidential election. 
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Market Moves

Equities: Stock markets are moving lower on the continent on Tuesday
morning, the EuroStoxx50 currently 0.8% lower while Germany's DAX is
down by a full percent. Investors are once again turning their attention to
the dreary situation in Ukraine as Russian forces intensify their assault in
the east of the country.
Equities may also be reacting to news that the World Bank on Monday
lowered its global growth forecast for 2022 by nearly a full percentage
point, down from 4.1% to 3.2%, citing the impact of the war.
European investors returning after the Easter weekend will also have to
digest Friday's decision by the People's Bank of China to decrease its
reserve requirement for all banks by 25bp, to try and cushion a sharp
slowdown in the region.
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Fixed income: Real yields in the United States are on the verge of turning
positive for the first time since March 2020 amid rapidly rising nominal yields in
the region. 10yr real Treasury yields have jumped by over 1% since the
beginning of March, hitting a high of -0.05% on Monday. Before taking inflation
into account, the benchmark US 10yr yield reached a high of 2.9% yesterday, its
highest point since December 2018, on the back of further hawkish comments
from Fed officials over recent days. 
Germany's equivalent 10yr yield is at 0.92% this morning, its highest point since
July of 2015.
Commodities: Oil prices have rallied over recent trading sessions as market
participants showed concerns over tight global supply, after Libya was forced to
halt some exports. On the demand side, factories in Shanghai are now
reopening after their Covid-19 shutdowns. Brent Crude is at $111.45 on
Tuesday, while the American WTI Crude is at $105.90.
Gold has been steady this week so far, the metal currently at $1,978, pulling
back slightly from a six-week high of $2,003 yesterday. While there are a
number of factors affecting gold markets at present, we believe a strong US
dollar is one of the main reasons the precious metal has not surged even
higher this year amid elevated inflation.

Currencies: Despite seeing some very slight strength this morning,
EUR/USD is trading near its two-year lows, currently at 1.08. The Euro has
seen a fairly steady grind lower vs USD and GBP since the ECB's meeting
last Thursday, which had no major surprises. Conversely in the States,
central bankers continue to make hawkish comments, leading investors
to believe there will be a significant divergence in policy between the Fed
and ECB this year and next.

Ukrainian president Zelensky has stated over the long weekend that Russia has
begun a long-awaited major new offensive in the eastern Donbas region after its
forces intensified attacks in the area. Russia has now concentrated a "significant
part" of its forces to the region, according to Zelensky.
Russia has reportedly withdrawn from several more western parts of Ukraine
over recent weeks, after it failed to conquer Kyiv. Putin will likely now attempt to
gain full control over the Donbas' two administrative regions: Donetsk and
Luhansk. This would allow Russia to build a land corridor with Crimea.
"The main efforts of the enemy are focused on breaking through the defence of
Ukrainian troops in Luhansk and Donetsk oblasts, as well as establishing full
control over the city of Mariupol", according to the Ukrainian military's regular
morning update in the war.
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