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Stocks mixed as earnings season ramps up

Stock markets were mixed last week as investors
weighed strong quarterly earnings results against
renewed volatility in the banking sector.

On Thursday, the S&P 500 and the Dow enjoyed their
best trading day since January after encouraging results
from Meta Platforms boosted technology stocks. The
indices ended the week up 0.7% and 0.8%, respectively,
despite weaker-than-expected gross domestic product
(GDP) figures.

In Europe, the Stoxx 600 fell 0.5% as news that the
eurozone had avoided a recession in the first quarter
failed to outweigh declines in banking stocks. The
banking sector-heavy FTSE 100 also ended the week
down 0.5%.

Over in Asia, Japan’s Nikkei 225 rose 1.0% after the
government eased its border controls and the Bank

of Japan left its yield curve control policy unchanged.
China’s Shanghai Composite gained 1.5% ahead of the
five-day Labor Day holiday.

Last week’s market update*

e FTSE 100: -0.53%

e S&P 500: +0.78%

* Dow: +0.66%

e Nasdag: +1.57%

e Dax: +0.37%

e Hang Seng: -0.33%

e Shanghai Composite: +1.46%
e Nikkei 225: +0.92%

e Stoxx 600: -0.50%

e MSCI EM ex Asia: +0.25

* Data from close of business Friday 21 April to close of business

Friday 28 April

JPMorgan takes over First Republic
Stock markets fell on Tuesday (2 May) as investors
digested news that JPMorgan had agreed to take

over the assets of First Republic in a deal brokered

by regulators. The US regional bank had been under
pressure for several weeks, after the collapse of Silicon
Valley Bank and Signature Bank in March sparked
concerns about the banking sector. First Republic
announced last week that it had lost 40% of its deposits
in the first quarter, which resulted in its share price
plummeting. It is hoped the JPMorgan deal will help to
restore confidence in the sector.

Interest rates were also in the spotlight on Tuesday after
Australia’s central bank announced a surprise increase

in the official cash rate, taking it to an 11-year high. The
US Federal Reserve is expected to hike rates at its policy
meeting today, but there is renewed uncertainty about the
future path for interest rates following the collapse of First
Republic. The European Central Bank is also expected
to press ahead with a rate hike on Thursday, although

an unexpected easing of core inflation has added to
arguments for a smaller increase than the 0.5% to 0.75%
hikes seen at each of its past six meetings.

US GDP figures miss forecasts

Last week, figures released by the Commerce Department
showed US economic growth slowed sharply in the first
quarter of the year. GDP grew by 1.1% on an annualised
basis between January and March, according to the
preliminary data. This was well below the 2.0% increase
forecast by economists and a sharp slowdown from 2.6%
growth in the final quarter of 2022. Inventories declined
and there was a slowdown in housing and business
investment. However, consumer spending remained
robust, rising by 3.7% on an annualised basis.

Separate figures showed orders for US durable goods

— those made to last more than three years — smashed
forecasts in March following a big rebound in orders for

jet aircraft. Orders rose by 3.2% month-on-month to
$276.4bn, beating expectations for a 1.0% gain. However,
orders excluding aircraft and defence — considered a better
indicator of underlying investment demand — fell by 0.4%.




US durable goods orders BodJ to review monetary policy
The Bank of Japan (BoJ) held its first meeting under
new governor Kazuo Ueda last week. The Bod kept the
short-term interest rate at -0.1% and left its yield curve
control policy unchanged (the policy allows ten-year
Japanese government bond yields to fluctuate between
-0.5% and +0.5% from the 0% target level). However,
the BodJ announced that it would conduct a 12-to-18-
month review of monetary policy, which could pave the
way for Ueda to phase out his predecessor’s stimulus
programme. The bank also removed part of its forward
guidance that previously said it “expects short and long-
term policy interest rates to remain at their present or
lower levels”.

Source: Refinitiv D ; '
ouroe: Refinitv Datastream In its outlook report, the Bod upgraded its forecasts for

core inflation from 1.6% to 1.8% for the 2023 fiscal year,
and from 1.8% to 2.0% for the 2024 fiscal year. This
came after data showed core inflation in the Tokyo area
accelerated in April to 3.5% year-on-year, well above the
BoJ’s 2% target.

Eurozone narrowly avoids a recession

Last week also saw the release of GDP figures for the
eurozone, which showed the bloc managed to narrowly
avoid a technical recession (defined as two consecutive
quarters of declining GDP) in the first quarter. GDP grew
by 0.1% as warm weather helped to offset the impact of
higher energy prices. ltaly and Spain performed better than — M i
expected, with GDP expanding by 0.5% in both countries, 2

whereas economic growth in Germany stagnated.

Meanwhile, the European Commission’s economic
sentiment indicator held steady at 99.3 in April following a
downwardly revised 99.2 in March. Sentiment improved in
the services and retail sectors, while consumer confidence
increased by 1.6 points. Industrial confidence declined for
the third month in a row.

Guy Foster — chief Strategist, RBC Brewin Dolphin

To view the latest Markets in a Minute video click here.
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