
 

 

 Value Change  
% Change 

YTD 
% Change 

Dow Jones 24505 118.77 24.00% 0.49% 

S&P 2664 4.12 19.00% 0.15% 

Nasdaq 6862 -12.76 27.48% -0.19% 

      

Nikkei 
         

22,758  
-108.10 19.06% -0.47% 

Hang Seng 
         

29,222  
428.22 32.82% 1.49% 
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Morning Round Up 
Yellen’s Last Hurrah 

Today’s Fed press conference following the two day Fed meeting marks Mrs 

Yellen’s final press conference as governor. Markets are expecting a quarter 

point rate hike which at this stage is fully priced in. Focus will be on whether 

or not there are any dissenters and any indication of 2018 guidance. 

Currently, the Fed dot plot, the Fed’s expectations of rate hikes, is showing 

three hikes in 2018. Market futures are implying 1.5 - 2 hikes. Some very 

notable houses, including Goldman Sachs, are predicting four. With growth 

surpassing the 3% level over the last 2 quarters and US tax reform expected 

to pass, analysts will be wondering whether or not the Fed takes a  more 

hawkish turn. Ms Yellen is likely to be quizzed on what she thinks the impact 

of US tax reform is likely to be and does it change the Fed plans.  

 

Italian Election Date Set 

Media reports this morning indicated that Italy has settled on March 4th to 

hold a general election, in what will be the next big test for the European 

Union. The election was due to occur at some time between March and May. 

Based on current polls, the anti-establishment 5 Star Movement retains a 

slight lead over the more centrist PD. However, it is too close to call at this 

stage with a possible centre-right coalition between Forza Italia and the anti-

euro Northern League also performing well. Forza Italia have been resurgent 

of late, lead by Silvio Berlusconi, who's recent re-emergence into Italian 

political life has shaken things up. Right now the polls indicate that whoever 

wins will struggle to clinch a majority of seats which ultimately could lead to a 

hung parliament. This election is likely to have an impact on European equity 

performance in 2018.  

 

Tax Reform Scepticism 

As US tax reform currently goes back and for the between the Senate and the 

House, analysts are now turning to the impact of the bill, with many 

expressing doubts over its ability to transform an economy that is already 

running close to full employment. Longer term it is sure to have a serious 

impact on the deficit which ultimately will be negative for government 

spending and the US dollar. It arguably leaves longer term challenges such 

as higher inequality levels, poor educational standards, slower labour force 

growth and declining demographics unanswered. The majority of analysts 

expect there to be 0.3% boost to GDP in 2018 and 2019 but for the effect to 

flatten off with no visible uplift from 2020 on. Critics of the bill have argued it is 

very skewed to the richest in society and will have little discernible impact on 

the spending power of the average US worker.  

 

US 10 Year Yield 

 Market Moves 

Brent Oil 64.31 0.97 13.18% 1.53% 

WTI Oil 57.65 0.51 7.32% 0.89% 

Gold 1241 -3.04 8.19% -0.24% 

      

€/$ 1.1745 0.0003 11.68% 0.03% 

€/£ 0.8802 -0.0014 3.13% -0.16% 

£/$ 1.3343 0.0025 8.13% 0.19% 

 Yield Change 

German 10 Year 0.32% 0.008% 

UK 10 Year 1.23% 0.002% 

US 10 Year 2.41% 0.007% 

   

Irish 10 Year 0.54% 0.020% 

Spain 10 Year 1.49% 0.027% 

Italy 10 Year 1.75% 0.045% 
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 Key Upcoming Events 

12/12/2017 Federal Reserve Board Meeting 

14/12/2017 ECB Council Meeting 

21/12/2017 US Quarterly GDP  

 

 Market View  

Asian markets sold off yesterday as news of the 

Republican defeat in the Alabama Senate race 

further impinges on the White House’s ability to 

implement its agenda. The dollar also came off as 

a result. Today marks the start of several days of 

significant central bank action with the Fed 

meeting today followed by BOE, SNB and ECB 

meetings tomorrow. Analysts will be mostly 

focusing on each respective bank’s guidance for 

2018 policy and changes or upgrades in guidance.  

Source: Bloomberg, CF Research December 2017 Source: Bloomberg, CF Research December 2017 
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News 

Inditex released Q3 results that were in line with expectations but point to better times ahead. Sales rose 6% in Q3 to €6.3bn euros, in 

line with expectations and bringing total year sales to €17.96bn, 10% higher than the equivalent nine month period in 2016. Gross 

profit for the 9 months came in at €10.3bn, again in line with expectations. Gross margin was 57.4%. EBIT was €2.99bn, 6% higher 

than the previous year and in line with market expectations. It should be noted that estimates have been revised down following Q2 

results and the larger than expected impact of currency headwinds.  The major positive from the release was that store and online 

sales were up 13% in Q4 to date on a constant currency basis, bringing it back in line with the double digit growth that Inditex is 

renowned for.  

 

Comment 

Prior to Q2 this year, Inditex had had 10 consecutive quarters of double digit sales and EBITDA growth. However, from Q2 onwards 

performance has been weak, driven by Euro strength against most major and EM currencies. The return to double digit sales growth 

is very welcome and gross margin at 57.4% is well above any of its peers. On the call, management stated that the currency impact 

over the first nine months is around 1%. It maintained previous guidance for FX impact for the whole of 2017 to be approx. minus 1-

1.5%. Management gave no guidance for expectation of currency headwinds into 2018.  

 

Online growth continues to power ahead unlike a lot Inditex’s other bricks and mortar peers, with online sales not dilutive to overall 

sales or margin. Zara online was recently launched in India, a high growth, high margin market. This now means Inditex online now 

has a presence in all of South East Asia, having launched in 8 markets this year. This fully integrated platform that combines both 

stories and online in a truly harmonious way should continue to see above average organic growth driven by the secular shift to online 

shopping.  

 

Management on the call also stated the RFID rollout continues across all concepts. It was implemented in all Zara stores at the end of 

2016 and should be fully rolled out in Massimo Dutti and Uterque by the end of 2018. It also stated that it is expecting to have RFID 

fully implemented in all of its stores across all the concepts over the next two to three years. This should drive further margin 

appreciation, greater cost efficiency and accelerate online growth.  

 

Management will give more guidance on FX expectations at full year results in March next year. However, in the interim the return to 

double digit sales growth is welcome and the stock traded up 4% at market open. As we move into 2018 the major factor that wi ll 

determine Inditex’s share price performance is where the Euro goes from here.  

 

Will Heffernan | Investment Analyst 

 

 

Inditex - Welcome return to double digit growth Closing Price - €5.55 

https://cantorfitzgerald.ie/wp-content/uploads/2017/12/Weekly-Trader-11.12.17-.pdf
https://cantorfitzgerald.ie/wp-content/uploads/2017/03/Inditex-Note-15-03-2017-2-New.pdf?utm_campaign=1735633_Inditex&utm_medium=email&utm_source=Cantor%20Fitzgerald&dm_t=0,0,0,0,0
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  Cantor Publications & Resources  

Weekly Trader 

On Mondays, we release our weekly note in which we provide a view on equity markets for the coming days, 

and highlight a number of equities which we believe provide exposure to the important themes unfolding in 

the markets. Our in-house Investment Committee meets on a weekly basis to craft this strategy, thereby al-

lowing clients to dynamically position portfolios to take advantage of the most up to date market develop-

ments.  

Click Here 

Monthly Investment Journal 

Each month our Private Client and Research departments collaborate to issue a publication which highlights 
the performance of our flagship products, funds and our Core Portfolio, including the Green Effects fund, 
most recent private equity deals and structured product investment opportunities. 

Click Here 
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Investment Forum 

Through our investment Forum we bring you the latest market news, investment insights and a series of 
informative articles from our experts. 

Click here  

 

http://cantorfitzgerald.ie/research/weekly-trader/
https://cantorfitzgerald.ie/research/investment-journal/
http://cantorfitzgerald.ie/research/weekly-trader/
https://cantorfitzgerald.ie/category/investment-forum/
https://cantorfitzgerald.ie/category/investment-forum/
https://cantorfitzgerald.ie/research/investment-journal/
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Cantor Fitzgerald Ireland Ltd is regulated by the Central Bank of Ireland. Cantor Fitzgerald Ireland Ltd is a Member Firm of The Irish Stock 
Exchange and The London Stock Exchange.. 
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Regulatory Information 
Issuer Descriptions: (Source: Bloomberg) 

Inditex: Industria de Diseno Textil, S.A. designs, manufactures and distributes apparel. The company operates retail chains in Europe, the Americas, 

Asia and Africa.  

 

Historical Recommendation:  

Inditex: We have initiated coverage of Inditex with an Outperform rating, as of 23/01/2016  

 

http://www.cantorfitzgerald.ie/research_disclosures.php 

This material is approved for distribution in Ireland by Cantor Fitzgerald Ireland Ltd. It is intended for Irish retails clients only and is not intended for 

distribution to, or use by, any person in any country where such distribution or use would be contrary to local law or regulation.  Cantor Fitzgerald Ire-

land Ltd (“CFIL”) is regulated by the Central Bank of Ireland. Cantor Fitzgerald Ireland Ltd is a member firm of the Irish Stock Exchange and the Lon-

don Stock Exchange. 

Where CFIL wishes to make this and other Cantor Fitzgerald research available to Retail clients, such information is provided without liability and in 

accordance with our terms and conditions that are available on the CFIL website. 

No report is intended to and does not constitute a personal recommendations or investment advice nor does it provide the sole basis for any evalua-

tion of the securities that may be the subject matter of the report. Specifically, the information contained in this report should not be taken as an offer or 

solicitation of investment advice, or to encourage the purchased or sale of any particular security. Not all recommendations are necessarily suitable for 

all investors and CFIL recommend that specific advice should always be sought prior to investment, based on the particular circumstances of the in-

vestor either from your CFIL investment adviser or another investment adviser. 

CFIL takes all responsibility to ensure that reasonable efforts are made to present accurate information but CFIL gives no warranty or guarantee as to, 

and do not accept responsibility for, the correctness, completeness, timeliness or accuracy of the information provided or its transmission. This is en-

tirely at the risk of the recipient of the report. Nor shall CFIL, its subsidiaries, affiliates or parent company or any of their employees, directors or 

agents, be liable to for any losses, damages, costs, claims, demands or expenses of any kind whatsoever, whether direct or indirect, suffered or in-

curred in consequence of any use of, or reliance upon, the information. Any person acting on the information contained in this report does so entirely 

at his or her own risk 

All estimates, views and opinions included in this research note constitute CANTOR IRELAND’s judgment as of the date of the note but may be sub-

ject to change without notice. Changes to assumptions may have a material impact on any recommendations made herein. 

Unless specifically indicated to the contrary this research note has not been disclosed to the covered issuer(s) in advance of publication. 

Past performance is not a reliable guide to future performance. The value of your investment may go down as well as up.  Investments denominated in 

foreign currencies are subject to fluctuations in exchange rates, which may have an adverse affect on the value of the investments, sale proceeds, and 

on dividend or interest income. The income you get from your investment may go down as well as up. Figures quoted are estimates only; they are not 

a reliable guide to the future performance of this investment. 

Conflicts of Interest & Share Ownership Policy 

It is noted that research analysts' compensation is impacted upon by overall firm profitability and accordingly may be affected to some extent by reve-

nues arising other CANTOR IRELAND business units including Fund Management and Stock broking. Revenues in these business units may derive in 

part from the recommendations or views in this report. Notwithstanding, CANTOR IRELAND is satisfied that the objectivity of views and recommenda-

tions contained in this note has not been compromised. Nonetheless CANTOR IRELAND is satisfied that the impartiality of research, views and rec-

ommendations remains assured.  

Analyst Certification 

Each research analyst responsible for the content of this research note, in whole or in part, certifies that: (1) all of the views expressed accurately re-

flect his or her personal views about those securities or issuers; and (2) no part of his or her compensation was, is, or wil l be, directly or indirectly, 

related to the specific recommendations or views expressed by that research analyst in the research note.   
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