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Key Take-Aways

US GDP growth in the first quarter was 6.4%, much
higher than expected.

With monetary and fiscal policy in full steam,
macro data is strong across the board. The US
consumer, which represents 70% of the US
economy, will continue to support the economy for
Now.

Inflation expectations and Treasury yields have
spiked. The next move will be a stabilization at
lower levels. New spikes can't be excluded but for
now we see 10-year Treasury yields back to 1.40% -
1.50%.

Within equities we see a tale of two worlds: sectors
impacted by the pandemic posting huge losses
while the IT sector continues to grow earnings.

In light of the huge fiscal spending plans it might
be time to look at opportunities in infrastructure
and sectors related to consumers.
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We do not expect big movements within major
currency pairs. They have been trading in a range
as major central banks are all providing liquidity at
the same time.

In commodities, stocks have outrun the underlying
commodity prices. Beware of mean-reversion.

Markets are at the crossroads of many conflicting
factors, which increases complexity and volatility in
financial markets — be aware over the coming
weeks.
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Macro, Fixed Income and Rates : Growth momentum
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Equity : a tale of two worlds

Stocks are priced for perfection in an imperfect world.
Take airlines for example: average domestic US
airfares rose 6% to $261 from the pandemic low, but
they are still 27% below the pre-pandemic high of
$361. 31mn people flew in the US in Q1, which is 27mn
more than in the pandemic’s worst quarter, but its still
a 67% drop from the pre-pandemic number of 86mn.

The 1Q21 earnings season clearly shows the impact on
financials of related industries. Boeing, for example,
burnt through $3.68bn cash in the first quarter and
posted a loss of $1.53 per share, worse than expected.

Of course equity markets are forward looking,
nevertheless some sectors now seem overpriced. In the
sectors of corporate America where innovation
happens and the evolution towards an increasingly
technology-led society is being made, the picture is
quite different, however.

Apple’s 1Q21 revenues grew by 54% YoY to $89.6bn in
the first three months of the year. The gross margin
was $38.08bn with cash and cash equivalents rising
6.8% YoY to $38.47bn. Amazon's first-quarter
revenues rose by 44% YoY to $108.5bn. Net income
for the period came in at $8.27bn and EPS rose by
almost 40% to $14.48. Amazon’'s Web Services, the
cloud division, posted sales 32% up to $13.5bn and
the company’s ads segment posted sales up 77% to
$6.9bn.

About 90% of S&P 500 companies have reported and
so far all sectors have beaten analysts' estimates in
sales and earnings: We are witnessing one of the
strongest quarters ever in the US... In Europe, the
picture is only slightly less good: in the Euro Stoxx 600
index, where about 70% of companies have reported,
the energy sector missed sales estimates on average
and consumer staples and communications posted
negative surprises in earnings. All other sectors beat
estimates.

We continue to believe that with yields stabilizing
after rebounding from the pandemic-lows, there are
chances that higher-growth sectors such as IT will
outperform again. All else being equal, the real
danger for the FAANG stocks is regulation. With a
quickly expanding government in the US, this risk may
materialize sooner rather than later.
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S&P 500 Hotels Restaurants & Leisure Industry —
(expected) earnings per share
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S&P 500 Information Technology Sector —
(expected) earnings per share
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FX and Commodities: FX in a tight range & low volatility

with similar trends anticipated in Japan and Europe M

The bear argument on the dollar is an isolated, Gold is negatively correlated to real yields, which
single-currency argument which, in this era of central are negative. If they go positive, Gold will fall.
bank activism, is rendered irrelevant. . ]
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Any weakness beyond that would give the dollar
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EURUSD has spent 11 months in the 1.17-1.23 range a m

with volatility down more than 2%. We expect the Source: Cité Gestion
major F/X market to remain a low volatility trade for

the time-being. Our beloved central planners, after-

all, are in this together.

Commodities are much more exciting. Demand for commodities may extend.

Copper: A hedge against inflation? m

Freeport McMoRan is the dominant copper producer }
for the U.S market. The stock went up 400% year-on- %
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The three leading sectors of the economy, housing, f -
autos and technology are all major consumer users of f ®

copper. That trend will continue. ‘-j/./'l -
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copper could catch up to Freeport but we doubt it.
We would expect the shares to revert to the mean.
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On top of it, copper and many other commodities are .
facing hedge fund demand as a hedge against WoeouN msw ol e m?f o

inflation.
Source: Cité Gestion



By choosing Cité Gestion, you will benefit from our unique
business model which sets us apart from most traditional wealth
managers. Learn more on our website : www.cité-gestion.com

m And follow us on LinkedIn to stay connected to all
market news and perspectives.

Disclaimer and important information

This document has been published in Switzerland by Cité Gestion SA, Geneva, a custodian and securities dealer subject to regulation
and supervision by the Swiss Financial Market Supervisory Authority (FINMA). It is not intended for distribution, publication or use in
any jurisdiction where such distribution, publication or use would be prohibited, and is not directed to persons or entities to whom it
would be unlawful to send such a document. All information provided in this document, in particular opinions and analyses, is for
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