
American multinational transport and e-commerce conglomerate FedEx
Corp yesterday issued a downbeat update to investors, indicating that it
plans to close offices, pause hiring, and park aircraft. These moves are in
response to a decline in package shipping volumes and have also prompted
the firm to issue a profit warning and remove its guidance for the fiscal year
2023.
This update has been taken as an ominous sign by many market
participants, FedEx are often seen as a bellwether of global economic
growth because of the extensive range of items they transport.
The shares have fallen over 16% in after-hours trade in New York, due to
open this afternoon around $170.90. This would leave FedEx down about
34% YTD vs the S&P 500's -18.2%. Valuations will pull back, but as of last
night's closing price the stock was trading at a forward P/E of 8.9x, this
compares to its 10-year average of 14.3x and peer-average of 16.3x.
EV/EBITDA is less attractive, at 6.9x yesterday just under its decade-average
of 7.4x.
In its preliminary results, FedEx reported a profit per share of $3.33 for its
first fiscal quarter, down 19% y/y and below the $5.14 expected by analysts.
Revenues were however 5% stronger at $23.2 billion, but still below
forecasts for $23.6b.
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Market Moves

Equities: Stock markets on the continent have opened lower on
Friday morning amid negative trade in Asia overnight. US futures
have also extended losses last night and into this morning. The
EuroStoxx 50 and 600 indices are around 1.25% lower at the time of
writing. 
Global markets are still grappling with how long and enduring this
bout of higher inflation may last. Central banks themselves are even
unsure of how high they may have to push interest rates, with many
policymakers deciding to abandon forward guidance and instead
react to monthly data as it comes in. 
London's FTSE100 index is a quarter of a percent weaker on Friday
after UK Retail Sales were -1.6% in August vs -0.5% expectations.
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Safe-havens: Gold futures have this week broken down to a fresh 2.5-
year low around $1,662, as real interest rates continue to edge higher and
importantly as the US dollar retains its recent strength. Gold and the
dollar have historically shown an inverse correlation, and recent times
have been no different. Gold (priced in dollars) and EUR/USD for example
has shown a correlation of 82% over the past 12 months and 73% over
the past month.

Looking ahead: US Retail Sales were mixed yesterday, followed by
stronger results from China and then weaker from the UK earlier today.
The Eurozone 'Final CPI' figure for the month of August will come due at
10am today, but is not expected to have an impact on markets. The initial
August result has already come in at 9.1% y/y a couple of weeks ago,
today's figure may only vary marginally from this result.
Consumer Sentiment data out of the United States will be interesting this
afternoon (3pm release time), and is expected to pick up slightly from July
and August. This is a leading indicator, with low-points often occurring
around the same time as equity market lows.

Currencies: The Dollar index is moving higher this week after briefly
pulling back off its highs last week. The index, which measures the
greenback against a basket of 6 other major currencies, is at 109.85
and just shy of its 20-year high set 9 days ago. Some investors are
positioning for a possible 100bp move from the Fed next week.

German Energy
According to the Financial Times this morning, the German government has
taken control of three refineries owned by Russian oil company Rosneft, the
latest in a string of measures designed to deal with the increasing energy
crisis in Europe. The move secures the future of PCK, a refinery owned by
Rosneft in the north-east of Germany, whose future was threatened by a
looming EU embargo on imports from Russian oil.
The decision to seize Rosneft's assets mirrors a move made in April, when
the government placed the German assets of Moscow-controlled Gazprom
under the trusteeship of the BNA (the country's federal energy regulator).
The German government has been quite vocal throughout this energy
crunch, having previously accused the Kremlin of "weaponising" its energy
exports to Europe by reducing the flow of gas through the Nord Stream 1
pipeline.


