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US equities
Markets

Following a flat week for the S&P 500 last week (ending 30 April), the index has moved
0.5% higher in the four trading days so far this week (ending 6 May), and is still hovering
close to all-time highs. The small-cap Russell 2000 lost some ground, down by 1.1%.

Q1 earnings season results have continued to come in this week. At the high level, with
60% of companies having reported, results are well ahead of expectations with 86% of
companies beating earnings estimates. The year-on-year earnings growth rate stands at
45.8%, based on a blend of actual results and estimates. Expectations coming into the
quarter were for a growth rate of 24%, so this has been revised significantly higher as
actual numbers have been released. If this growth rate is maintained for the remainder of
the earnings season it will be the best quarterly earnings growth rate since Q1 2010,
when the US economy was emerging from the previous recession.

While companies have easier comparisons with Q1 2020, the magnitude of this growth
rate underlines the strength of the economic rebound, which is continuing to pick up pace
through vaccine and stimulus efforts.

A feature of this results season has been the relatively muted reaction of stock prices to
earnings beats, particularly in the highly rated companies which had a strong run through
the pandemic, showing that a lot of the good news was already priced in.

A number of economic data points have come out this week. Better-than-expected weekly
jobless claims fell to the lowest level since the pandemic began. The ISM services report
for April came down from a record high reading in March but is still indicating very strong
expansion for the sector.

Comments from Treasury Secretary, Janet Yellen, on Tuesday 4 May suggesting that
interest rates will have to rise to prevent the economy from overheating briefly sent
markets lower — she later clarified she was not recommending or anticipating higher rates.
Although tapering of quantitative easing will likely precede an increase in rates, the US
Federal Reserve remains cautious and considers the current inflationary episode to be
transitory.

European equities

Results have generally been encouraging, and this has encouraged the market to push
ahead to new highs.

European countries are catching up in terms of vaccinations, and there has been much
pressure to focus on holiday destinations to ensure the holiday season survives in some
form.



e The combination of vaccinations encouraging reopening, an economic rebound, together
with good corporate news and encouraging monetary and fiscal policy is supporting
markets.

e |POs continue in Europe, with good demand.

Fixed income
News

e China reported exports in April had moved higher by 32% year-on-year, imports moved
higher by 43% year-on-year, and the Caixin Service Sector ISM was at 56.3.

¢ Inthe eurozone, retail sales moved higher by 2.7% in March, which was better than
expected, while in Germany factory orders were also higher in March, up by 3%.

¢ Inthe UK, the Bank of England left monetary policy unchanged but revised GDP forecasts
higher to 7.25% for 2021 from 5% in Feb.

e Also in the UK, the Scottish National Party (SNP) look likely to get a seven seat majority in
the election on 6 May, but the result isn’t expected until Friday 7/Saturday 8 May. If this is
the case the risk of a second independence referendum rises.

¢ Inthe US President Biden has vowed to have 70% population given a first jab by 4 July.
Elsewhere with Covid, cases continue to fall in Europe but rise elsewhere, with the
situation in India continuing to be desperate.

Markets

e In core government bond yields, the US 10-year yield started the week (3 May) at 1.62%
before improving over the week to 1.57%. The German 10-year was little moved over the
week at 0.23%. The UK 10-year yield ended the week at 0.79%.

e In credit markets, based on BofA Merrill Lynch Bond Indices, Global IG was unmoved
across the week at 95bps. Global HY, meanwhile, barely moved from the 361bps level it
ended Thursday 6 May.

e The Bloomberg Commodity Index moved close to a 10-year high this week (4 May).
Industrial metals and energy were driven higher by rising demand, while crop prices
moved higher on dry weather globally, particularly in Europe and Brazil.

o Oil began the week (Monday 3 May) unchanged at $64.5 per barrel before tracking higher
to $66.1 the next day. It fell slightly over the remainder of the week ending it (6 May) at
$65.1

e In FX, the dollar was relatively static against the euro all week starting the week (3 May) at
1.202 and finishing it (6 May) at 1.206.

Note: all data as at 6 May 2021, unless otherwise specified. Source: Bloomberg.
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Important Information: For use by professional clients and/or equivalent investor types in your jurisdiction (not to be used with
or passed on to retail clients)

This is an advertising document.

Past performance is not a guide to future performance. The value of investments and any income is not guaranteed and can go
down as well as up and may be affected by exchange rate fluctuations. This means that an investor may not get back the amount
invested. Your capital is at risk.

The analysis included in this document has been produced by Columbia Threadneedle Investments for its own investment
management activities, may have been acted upon prior to publication and is made available here incidentally. Any opinions
expressed are made as at the date of publication but are subject to change without notice and should not be seen as investment
advice. Information obtained from external sources is believed to be reliable but its accuracy or completeness cannot be
guaranteed. This document includes forward looking statements, including projections of future economic and financial
conditions. None of Columbia Threadneedle Investments, its directors, officers or employees make any representation, warranty,
guaranty, or other assurance that any of these forward-looking statements will prove to be accurate.

The mention of any specific shares or bonds should not be taken as a recommendation to deal. This material is for information
only and does not constitute an offer or solicitation of an order to buy or sell any securities or other financial instruments, or to
provide investment advice or services. This document is not investment, legal, tax, or accounting advice. Investors should consult
with their own professional advisors for advice on any investment, legal, tax, or accounting issues relating an investment with

Columbia Threadneedle Investments.

In the UK issued by Threadneedle Asset Management Limited, registered in England and Wales, No. 573204. Registered Office:
Cannon Place, 78 Cannon Street, London EC4N 6AG. Authorised and regulated in the UK by the Financial Conduct Authority.

In the EEA: Issued by Threadneedle Management Luxembourg S.A. Registered with the Registre de Commerce et des Sociétés
(Luxembourg), Registered No. B 110242 44, rue de la Vallée, L-2661 Luxembourg, Grand Duchy of Luxembourg.

In the Middle East: this document is distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated by the
Dubai Financial Services Authority (DFSA). For Distributors: This document is intended to provide distributors with information
about Group products and services and is not for further distribution. For Institutional Clients: The information in this document
is not intended as financial advice and is only intended for persons with appropriate investment knowledge and who meet the
regulatory criteria to be classified as a Professional Client or Market Counterparty and no other Person should act upon it.

In Switzerland: Threadneedle Asset Management Limited. Registered in England and Wales, Registered No. 573204, Cannon
Place, 78 Cannon Street, London EC4N 6AG, United Kingdom. Authorised and regulated in the UK by the Financial Conduct
Authority. Issued by Threadneedle Portfolio Services AG, Registered address: Claridenstrasse 41, 8002 Zurich, Switzerland.

Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies.
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