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Foreword
After the first quarter of the year and the
scars left by the second wave of COVID-19
on public health and the economies, most
of the world now turn their eyes to the vaccines’ roll-out. With countries like UK, now
identifying what could possibly mean a third
wave coming, the main goal is to speed up
the countries’ pace of vaccination in hope
it “saves” summer in the north hemisphere
and contain the winter adversities down
south.
Additionally, the alleviation of containment
measures that have been taking place in the
last few months around Europe and the US,
brought lower compliance to the rules that
are still prevailing. Nevertheless, not everything is bad news, since it also contributed
for increasing confidence in the economies
and the rise in private consumption.

Furthermore, we analyze the stock of Bae
Systems, which in addition to being Europe’s largest defense contractor, has just
recently won a $325 million Pentagon contract for GPS receivers.
Lastly, on the last section of the newsletter,
we dive into the world of Social Media and
the latest discoveries on how much of an
impact it’s making in today’s market developments.

Carolina Marques, Editor-in-Chief

The impact of western’s monetary policies
and economic recovery plans are now being felt on inflation and consumption, both
rising at unprecedented post-pandemic levels. This has also made investors and the
general public cautious of losing purchase
power making them opt on Gold for security. These and the other consequences of
the decrease in value of the major currencies, as well as the latest occurrences on financial markets, will be further explored in
this 22nd edition of our Financial Newsletter.
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Macroeconomic Overview

Pedro Serrano
Research Department

Since the beginning of 2020, the
world has been impacted by a
pandemic, the COVID-19, which
has resulted in a set of changes
both in terms of health and the
economy. For the past year, the
vast majority of countries on the
globe have suffered from economic difficulties, and each time
new confinement is implemented, the economy declines
further.
At the beginning of this year,
Portugal established some policies and entered the lockdown
regime, to reduce the number of
people infected with COVID-19.
More recently, in the middle of
March, a set of measures to
open the country has been implemented, allowing the economy to recover from the previous period of decay and low
consumption.
Overall, in the first quarter of
2021, the Portuguese GDP decreased by 5.4% YoY (a comparison with the previous year in
which it already included the effects of the beginning of the pandemic). When compared to the
previous quarter, which is the
last quarter of 2020, the Portuguese GDP dropped 3.3%, as a
result of the mobility limitations
and the reduction of internal demand.
In that quarter, almost all components contributed to the reduction of the GDP. Domestic demand decreased, because of the

reduction in private consumption, as well as the volume of exports. In contrast, net external
demand decreased but at a
lower level than in the previous
period, and the investment value
was much higher than in the previous quarter.
Regarding Portuguese unemployment, the European Commission's forecasts estimate that
in 2021 the unemployment rate
will be 6.8%, 0.1% lower than the
previous year. Concerning inflation, it will be 0.9%, higher than
the 2020 value of -0.1%.
According to Eurostat, economic
activity in the Eurozone is slowly
recovering with some oscillations, and in the first quarter of
2021, the rate of decline YoY
was 1.8%. Compared with the
previous quarter, the zone's
GDP decreased by 0.6%. In that
quarter, the countries that contributed most to this decrease
were Portugal (decline of 3.3%),
Latvia with a reduction of 2.6%,
and Germany, which contracted
the economy by 1.7%.
The industry confidence of the
European Union has been increasing in recent months, from
the negative values of 2020 to
10.5 points in May 2021, showing that the economy foresees
more positive scenarios and increases in production. Regarding savings, this has been increasing as a result of the pandemic, with savings rates rising
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from 12.22% in the last quarter
of 2019 to 18.89% exactly one
year later.

most affected by the virus worldwide, expects economic growth
of 11% in the year 2021.

In the USA, the economy is recovering from the 2020 recession period, having had a 6.4%
GDP growth in the first quarter of
2021. This growth can be explained by the increase in personal consumption expenditures
(PCE), nonresidential fixed investments, and federal government spending. However, some
components, such as exports
and private inventory investments decreased in this period.
Unemployment has been decreasing, having a rate of 6.1%
in April, well below that of the homologous period in 2020, but
still higher than the pre-pandemic period. Regarding inflation, since the beginning of the
year, it has increased at a quick
level, going from 1.4% in January to 4.2% in April, as a result of
the reopening of the market and
the increase in demand.

In Africa, in 2021 GDP growth is
expected at a rate of 3.4%, lower
than the 6% expected for the
rest of the world, mainly due to
the lack of access to vaccines
and few policies to respond to
the crisis and recovery of the
economy. In this way, inequalities are increasing further, and
the international community
must take an active role in equal
access to vaccines and in supporting the growth of economies
that are in recession.

Regarding Asian countries, in
the previous year, there was a
0.2% reduction in GDP. However, in 2021, with vaccination,
the opening of markets, and the
increase in domestic and foreign
demand, the economy is expected to grow by 7.3%. Some
of the countries that stand out
the most for having higher
growth rates are China, with a
positive evolution of 8.1%, and
the Maldives, with a growth of
13.1%, possibly explained by the
increase in tourism. India, despite being one of the countries

Peru and Chile, with growth of
9% and 5.8% respectively, while
Brazil, one of the countries most
affected by the covid-19, expects a positive evolution of
3.6%.
Sources: Asian Development Bank,
BEA (Bureau of Economic Analysis),
European Commission, Eurostat, IMF,
INE, Trading Economics

Source: Pat Whelen/Unsplash

According to the IMF, in 2020
the Latin American GDP
dropped 7.4%, and in 2021 it is
expected to grow by 4.1%. According to projections, the countries that will have the greatest
growth in the current year will be
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Economic Calendar
Economic Outlook

Daniel Certo
Research Department

According to Eurostat, it was
stated that the Eurozone’s seasonally adjusted GDP shrank
0.6% QoQ and 1.7% YoY in the
first quarter of 2021. Portugal,
Germany, and Latvia were the
countries that represent the
higher GDP drops, whereas Lithuania, Belgium, and Sweden
recorded the best performances
in terms of economic growth in
the Eurozone.
Despite the good performances
of these countries, this positive
effect was overbeaten by the
bad performance registered by
most of the countries of the Eurozone.
Taking a deep look into the Eurozone and analysing the Portuguese situation, it is possible to
conclude that, in the first quarter
of 2021, Portugal registered a
huge economic slowness when
compared to the previous period, recording a fall of 3.3%
QoQ and a fall of 5.1% YoY.
These results can be justified by
the quarantine time during this
period, which leads to more savings and less consumption.
However, due to the misguiding
of the quarantine, is expected a
boost in consumption and investments and therefore, an increase in the GDP in the following months. Indeed, this expected future increase was
demonstrated by a report made

by TVI24 regarding Portugal’s
economy: the savings rate grew,
as it never saw before, 5.7% in
the last year, which led to an accumulated amount of savings in
the banks of 164,600 million of
euros. Therefore, was reported
in May as an “explosion of the
consumption” made by the Portuguese people. Which is quite
plausible to occur in the rest of
the countries in the world.
In addition, regarding the U.K.’s
performance in terms of GDP, it
registered an economic speed
of 2.1% in March. The main drivers for this growth were the services, construction, and production industries.
Lastly, take into consideration
the U.S. GDP’s performance, it
was observed an economic
boost of 6.4% in the first quarter
of 2021. This performance was
an effective outcome of the combination of fiscal and monetary
stimulus given by the U.S. government.

Inflation
In line with what was reported by
Eurostat, the Euro area annual
inflation registered the 1.6%
level in April 2021, a thirty basis
points increase from the level
registered in the previous
month. Although its small weight
in the composition of the annual
inflation rate, it was the energy
component that registered the
higher increase, from 4.3% in
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March to 10.4% in April. In addition, it is important to point out
the decrease registered in the
unprocessed food component of
1.9% from March to April.
Drawing attention to Portugal, in
general, consumer prices grew
in the same direction, but with
greater intensity than the Euro
Area, registering a sixty-basis
point YoY in April. The components that had a relevant increase were the Transports’
sector, the Housing &amp; Utilities’ Sector, and the Clothing
&amp; Footwear’ sector.
On the other hand, Portugal registered higher deflations in the
following sectors: The food sector (which registered the first decline in 19 months) and Restaurants &amp; Hotels sector.
Regarding the inflation’s evolution in the U.K., it was reported
on the Consumer Prices Index, a
1% growth from March, reaching
the 1.6% level in April.
Finally, following the U.S. Bureau
of Labour Statistics, the U.S. annual inflation rate registered in
April 2021 was 4.2%, the highest
value since September 2008. It
has been growing at a fast pace
since February, registering in
February and in March, 1.7%
and 2.6%, respectively. The major registered upturns were registered for gasoline (a 27.1% increase), fuel oil (a 17.1% increase), and used cars and
trucks (an 11.6% increase).

Labour Market
In consonance with Eurostat, the
euro area seasonally adjusted
unemployment rate was 8.1% in
March, which is lower than the
one that was registered in February, but it is one hundred basis
points higher when compared
YoY. Taking a deep look into
these numbers, around 17.2% of
this 8.1% of unemployment rate
were youth unemployment (less
than 25 years). In addition, the
women’s unemployment rate
was 8.5% in March, whereas the
men’s unemployment rate was
7.7%.
According to Country Economy,
Portugal registered an unemployment rate of 6.9% in April,
which corresponds to an increase of thirty basis points comparing with the previous month.
This percentage corresponds to
6.6% of male unemployment and
7.2% of female unemployment.
Portugal comprises an outstanding youth unemployment rate of
23%, which can lead to some extra concerns for the future of
Portugal’s economy.
In addition, the UK labour market
registered an unemployment
rate of 4.9% in February 2021.
This number represents a quarterly reduction of ten basis
points and an annual increase of
ninety basis points. In the future,
they expect to reach around 6%
in the autumn.

levels of April 2020 and an increase of 2% when we look at
the levels of April 2019.

Central Bank’s Decisions
On 22nd April was confirmed the
maintenance of the accommodative monetary policy position.
The main policies that must be
pointed out are the level of interest rates and the net asset purchase program: the interest
rates will remain at the same
previous levels – 0% on the main
refinancing operating, 0.25% on
the marginal lending facility, and
0.50% on the deposit facility and
the net asset purchase policy will
endure under the pandemic
emergency purchase program
with a total amount of 1,850 billion euros until at least the end of
March 2022, with a monthly
pace of 20 billion euros.
On the other hand, regarding the
FED April’s Council, it was decided the prolongation of the
previous decisions of 2021. With
these policies, the main goal of
the FED Committee is to maintain, in the long run, a ceiling of
2% for the unemployment rate
and the inflation rate. Therefore,
these policies will remain unchanged until these two goals
were achieved.
Sources: BEA, BLS, Country Economy, Eurostat, FED, INE, OECD

Moreover, the level of unemployment registered in April regarding the US was 6%. It has
remained around this level since
February. It represents a decrease of 8% compared to the
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Financial Markets
Indexes
Duarte Oliveira

S&P 500

Research Department
(Indexes & Fixed Income)

S&P 500 APRIL/MAY
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containment measures, US
Presidency election, and the administration of vaccines.
Since the major downfall,
caused by the COVID-19 virus,
on the 23rd of April of 2020 to
the end of April in 2021, the S&P
rose an astounding 91% going
from 2183.4$ to 4188.2$.

3 950.00
3 900.00

Bernardo Soares
Research Department
(Commodities & Forex)

Between April and May, there
weren’t any relevant lows, in
fact, S&P grew by 4.6% in the
first two weeks of April. It went
from $3959.7 to a soaring
$4141.73. The EPS of the companies are beating estimates
and as a result the index is reporting higher earnings which
can justify this fast growth. It
started the month at $3976.13
and closed at $4189.51 meaning
overall it grew 5.36%.
However, in May, it showed
signs of deceleration. It started
the month by dropping from
$4189.51 to $4163.62, a 0.61%
decrease. On the 10th of May, a
sharp decline was registered,
making the index go from
$4232.99 to $4188.2, falling
1.05%. By the 19th of May, it
jumped all the way up to 4195$
on the 26th, a 1.92% growth.
Overall, the index is showing
great signs of recovery justified
by the combination of factors
such as the alleviation of the

Top winners: Nucor Corporation (25.69 %); Nortonlifelock Inc
(24.93 %); Centene Corporation
(23.72 %)
Top losers: Etsy Inc (-22.06 %);
Abiomed Inc ( -18.96 %); Paycom Software Inc (-17.83 %)
Sources: CNBC, CSI Market, Investing, S&P Global, Yahoo Finance

NASDAQ Composite
NASDAQ COMPOSITE -APRIL/MAY
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Alongside
S&P,
NASDAQ
showed a great increase until
the 2nd week of April, since the
latter started.
The composite went from
12903$ to 14028$ at the beginning of month, translating into an
8.72% growth in just two weeks.
Nevertheless, just like S&P,
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Nasdaq is showing signs of stagnation or even a decrease in
May. By the end of April, the index started to tumble its way
down to 13341$ and by the 7th
of May, it had suffered a 4.91%
decrease.

FTSE 100
FTSE 100- APRIL/MAY
7200
7100
7000
6900
6800
6700
6600

NASDAQ started the month of
May in the red, going from
13892$ to 13493$ making up for
a 2.83% drop, followed by a
steep recovery of 1.56% on the
6th, going from 13508$ to
13719$. This was topped off by
a sharp fall of 3% on the 10th,
going from 13730$ to 13322$.
This last drop is mainly due to
the lack of interest technological
companies are receiving from investors.
However, in the following weeks,
the index quickly recovered going from the latter 13322$ all the
way up to 13738$ by the 26th of
May, a 3.12% increase.
In general, the index is showing
a fast recovery which is resulting
in fast growth and good performance. The stagnation in May
can be justified by the Joe Biden
declarations regarding the renounce of the vaccine patents
by the pharmaceutical companies.
Top winners: Kraft Heinz Co
(8.65%); Maxim Integrated Products Inc (7.86%); Seagen Inc
(7.49 %)
Top losers: Okta Inc (-21.08 %);
Mercadolibre Inc (-16.23 %);
Dollar Tree Inc ( -14.50 %)
Sources: CNBC,
ketWatch

Investing,

Mar-

6500

By the start of April, the FTSE
also rose significantly like the
two previous indexes. On the 8th
of April, it reached £6940.91
growing from £6735.96, which
makes up for an increase of
3.04%.
This growth was mainly derived
from the rise of inflation in the
US caused by the quick economic recovery. On the 9th it
had a steady decrease, going
from the previous £6940.91 to
£6890.41, losing 70 points.
However, on the 13th it resumed
its bullish run reaching the
£7019.62 peak, breaking the
7000 barriers. After this, there
was a drop by the 19th of April
going from the latter £7019.62 to
£6860.23, decreasing by 2.27%.
At the end of the month very little
happened, a plateau took place.
Nevertheless, in May a strong
bullish market took over. The index grew from £6922.09 to
£7129.67, translating into a 3%
growth. Right after the peak, the
stock dropped to £6947.99 by
the 11th of May losing the previously achieved growth. By the
14th of May, it had a drop, going
all the way down to £6950, nonetheless, in the following days, it

recovered reaching £7029.01 by
the 26th of May.
The index appears to be steadily
recovering from the COVID-19
impact on the economy, yet it is
important to point out it is underperforming in comparison to the
S&P and NASDAQ, mainly due
to the Brexit event.
Top winners: Ashtead Group
(13.64%); Glencore (12.42%); J
Sainsbury (11.94%).
Top losers: Antofagasta (14.50%); Flutter Entertainment (10.34%); Ocado (-10.21%)
Sources: CNBC,
ketWatch

Investing,

Mar-

DAX
DAX- APRIL/MAY
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In April and May, DAX hasn’t varied much. By the start of April,
the index was at €15108.93,
reaching €15210.72 by the 6th of
April, a 0.67% increase.
After this small increase, the index remained constant for the
following week. It oscillated between €15178.5 and €15249.22.
However, by the 15th of April, it
reached a peak of €15466.93,
going from €15239.22, a 1.47%
growth. On 20th it dropped from
the previous peak back to
€15121.79, a 2.23% decrease.
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Nonetheless, after the drop, it
quickly recovered, growing to
€15318.33, representing an increase of 1.28%, where it remained for the next 3 days until
the end of April.

Overall, the index is slowly recovering as Portugal starts entering the final stages of de-confinement.

PSI 20
PSI-20 APRIL/MAY
5400
5300
5200

In May, the index fluctuated between various levels. On the 1st
of May, the latter went from
€15235.01 to €14867.53, a
2.41% drop. By the 5th of May it
went back to €15168.85, growing by 1.98%, still not totally recovering from the drop, but on
the 7th of May it reached another
peak of €15400.89, a 1.52% increase.
The index remained constant in
this last price for 3 days until it
dropped, by the 11th of May, to
€15115.62, a 1.88% drop, even
so, the index quickly recovered
and grew by 1.98%, going from
€15115.62 to €15415.12. On the
15th of May, it grew to €15416.2
and for the rest of the month, the
index remained constant.
The month of April was quite stable, Dax only grew by 0.19%, in
contrast to May which has registered many fluctuations due to a
new possible setback caused by
the Coronavirus and inflation
rates rising.
Top winners: Adidas (16.24%);
Deutsche Wohnen (16.22%);
Deutsche Post (15.26%)
Top losers: Delivery Hero (12.68%); Deutsche Borse (6.33%); Vonovia (-5.16%)
Sources: CNBC,
ketWatch

Investing,

Mar-
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The Portuguese index started
April in the green. It went from
€4975.54 to €5026.43 in the first
week, growing by 1%.
Between the 8th and the 16th
nothing unexpected happened,
however, on the 19th the index it
dropped to €4949.45 from
€5010.09, a 1.22% decrease. By
the 29th of April, PSI-20, reached
a peak of €5082.61 followed by
another one on the 3rd of May, of
€5130.82. In the first peak, the
index grew by 1.3% and in the
second 1.59%. After the latter
peak, a drop was registered. On
the 4th of May, the index went
from its previous high of
€5130.82 to €5043.46, a 1.7%
decrease.
Nonetheless, the PSI-20 rapidly
revamped. It firstly registered a
0.94% growth on the 5th, going
from €5043.46€ to €5091.12 followed by another peak, on the
10th of May, passing from
€5091.74€ to €5177.04, a
1.67%. On the 12th it kept growing, topping off at €5278 by the
18th of May, a 1.95% growth. In
the following days, the index remained very stable. It had a
slight drop on the 26th, going
from €5280€ to €5220.

PSI-20 is following the other European Indexes, showing great
signs of stability, yet it hasn’t
reached its pre-pandemic levels.
The evolution in April and May is
the series of good news, such as
Europe’s stimulus package,
which translated into a stable
growth in these two months.
Top winners: BCP (31.25%);
CTT Correios de Portugal SA
(15.15%); Galp Energia (7.70%)
Top losers: Ramada (-15.18%);
Altri (-10.15%); Nos SGPS SA (6.79%)
Sources: CNBC,
ketWatch

Investing,

Mar-

Fixed Income
US 10Y Bond
US 10Y BOND- APRIL/MAY
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After the upward trend since
January, the bond reached its
peak on the 1st of April and
started to decline since then.
In January the bond yield was at
0.930% going to 1.73% in three
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months. However, in April the
yield started tumbling down. On
the 5th of April, it went from
1.73% to 1.67%, after that, it
dropped further to 1.64% by the
8th of April. On the 12th of April, it
had a small recovery going from
the previous 1.64% to 1.7%, but
it dropped once more. This time
from 1.7% to 1.56%. Following
the latter drop, the treasured
bond tried to recover. On the
27th of April, it got to 1.63% and
just by the end of the month, it
reached 1.65%. The US bond
finished April with a decrease, finally breaking the growth it has
been seeing since the start of
the year.

move started by the traders, who
were just making sure they
weren’t going to get caught off
guard whenever the FED
changed its policy.

In May, the bond was quite uncertain and volatile. From the 1st
to the 5th of May, the bond yield
was constantly dropping, going,
from 1.649% to 1.581%. By the
12th of May, it grew to 1.69%. After that, it dropped to 1.64% on
the 16th of May. On the 19th it
had a peak, reaching 1.684%
and in the following days, it had
a downward trend which would
only end by the 26th of May,
stopping at 1.574%.

Sources: CNBC,
ketWatch

In April, the stop of the upward
trend registered since the start
of the year can be justified by the
fact the U.S. Federal Reserve
suggested it might reconsider its
monetary policy if the economy
continued to rapidly improve. It
is considering reducing its asset
purchases if the economy continues to recover so fast.
Nonetheless, the jump and then
reversal in the yields was a false

May was no different, but this
time, investors' concern was inflation. As the US government
keeps distributing trillions of dollars in stimulus packages, investors start wondering when the
consequences derived from inflation will come up. This concern can justify the volatility in
May, as the market remains uncertain and no one can yet really
tell when inflation will become a
real problem.
Investing,

Mar-

German 10Y Bond
DE 10Y BOND - APRIL/MAY
0
-0.05
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-0.15
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In May, the yields kept growing,
since nothing unusual happened
as Germany keeps slowly and
steadily recovering from the impact caused by the COVID-19.
By the start of May, the yields
had a small drop, going from 0.2% to -0.236%, however, it
rapidly recovered passing from 0.236% by the 4th of May to 0.120% on the 12th of May. In
the following days, it remained
very constant. On the 25th it had
a sharp drop, losing the momentum, going from -0.106% to 0.164%.
Overall, the yields are slowly recovering as Germany keeps vaccinating their citizens and alleviating the confinement measures.
Another reason is inflation,
which is causing the yields to
grow due to the fear people are
having for the loss of value of
their money. Others say the market is shifting its attention from
stocks to bonds,

-0.25
-0.3
-0.35
-0.4

Lastly, the German bonds remained negative and in April and
May, not much happened, since
the yields kept growing but
never really reached the positive
side.
April started off very stable, the
bond went from -0.325% to 0.333% a 2.46% decrease by the
first 8 days of the month. Nonetheless, by the 9th of April, the
bond yields described an upward trend that lasted until the
end of the month, going from the
latter -0.333% to -0.190%.

Sources: CNBC, MarketWatch, Trading Economics, WSJ

Commodities
Oil
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WTI crude oil started off the
month of April valuing $61.45
per barrel, only to fall by 4.5% in
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the four following days to the
lowest value of the month $58.65 per barrel.
However, it quickly caught up in
the next few days and ended the
month with a quotation of
$63.58, mainly due to increasing
demand after advancement in
vaccination and loosening of restrictions. It peaked on the 29th,
with a price of $65.01, valuing
roughly 5.8% more since the beginning of the month, due to the
significant worldwide increase in
demand.
The biggest fluctuation of the
month happened around the
third week. From the 13th to the
21st it registered a rise of around
5% after U.S demand picked up
steam as economic expansion
accelerated. It then remained
stable for four days but devalued
3.2% after concerns about a resurgent virus crippled demand.
The month of May was one of little overall change, despite the
hefty fluctuations that elapsed.
After opening the month at
$64.49, it remained considerably
stable during the first twelve
days, reaching $66.08.
The calm before the storm had
passed and so started a period
of increased volatility. It started
by dropping to $63.82. only to
gain almost 4% in the next 4
days. After that it dropped again.
this time by roughly 6.4%, where
it hit its lowest value of the month
at $62.05.
On the other hand, in the following week it got back up to its
start-of-the-month value, ending

with a small positive variation of
2.6%.
Sources: Bloomberg, Bullion Vault,
CNBC, MarketWatch, Yahoo Finance

Gold

Forex
EUR/USD
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Gold had a relatively good
month in April. After opening the
month at $1,729.95 per ounce, it
went on to finish it at $1,729.95,
valuing 2.3%. It peaked on the
21st at $1,793.74 and had its lowest value of the month on the 5th
with a quotation of just
$1,724.97.
As inflation keeps rising, investors are seeking refuge in gold,
which is resulting in its exponential rise in value, almost to its
start of the year prices. After a
good month of April, May didn’t
leave investors craving for more.
It started the month at $1,791.40
per ounce, and after a small drop
it went up to its highest value
since February, on the 10th of
May, with a quotation of
$1,837.50.
However, it suffered a small depreciation in the three following
days. After this, it rallied through
the chart until the end of May,
hitting its highest value of the
month and highest since the beginning of January, on the 25th,
at $1,898.10 and finished the
month with a 5.9% gain.
Sources: Bloomberg, Bullion Vault,
CNBC, MarketWatch, Yahoo Finance

The EUR/USD started the month
at 1.1729, one of the lowest values since the beginning of the
year. Nonetheless, it was a bullish month with a steep upward
trend resulting in a 3.4%-month
gain. It began by jumping from
its month-start value to 1.1780,
only to drop 0.1% over the weekend. For the next 10 days, from
the 5th until the 15th, it went up
and down, with the ups overcoming the downs thus resulting
in a 10-day 1.85% gain.
This considerable growth in the
EUR/USD pair can be explained
by the acceleration in inflation in
the U.S, where, in April, the Consumer Price Index had the
sharpest rise from a year earlier
since September 2008.
Just like April, May also experienced a rise in inflation which
further highlighted the gap between the two currencies. It
started the month at 1.2028 and
after a small increase, which was
followed by a short drop, it
jumped from 1.2008 to 1.2171 in
just four days. Afterward, it
dropped by 0.77% but made a
comeback and reached its highest value of the month, at 1.2249,
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on the 26th, thus closing the
month with a 1.84% gain.

decrease when compared to its
initial value.

Sources: Bloomberg, Bullion Vault,
CNBC, MarketWatch, Yahoo Finance

Sources: Bloomberg, Bullion Vault,
CNBC, MarketWatch, Yahoo Finance
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The EUR/GBP opened the
month at 0.8507 and devalued
roughly 0.16% in the five following days but it then saw a sharp
increase in price, jumping to
0.8677 in the week after. Although it suffered a considerable
loss from the 15th until the 20th, it
managed to catch up to its initial
growth and finish the 30th of April
with a quotation of 0.8691, adding up to a 2.16% gain since the
start of the month and ceasing
the negative streak since the
start of the year.
After a positive month of April,
May quickly jumped back into
the trend that had set since January. With the highest value being its opening one, at 0.8703,
the tendency for this month was
a decreasing one. It started off
with a drop of 0.6%, followed by
a small increase until the 0.8682
marks and then another drop, on
the 10th, thus hitting its lowest
value of the month, at 0.8588, on
the 13th. Thereupon, there was
a short increase but not enough
to escape the negative trend,
ending the month with a 0.5%
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Investment Banking
Stock Pitch:
Beatriz Garrett
Research Department

Company Background

Mélissa Assaf
Research Department

Bae Systems plc (BAE) is one of
the largest defence companies
in the world that provides advanced defense technology over
five segments services both at
the level of cyber domains as
well as air, maritime and land ensuring the protection of society
and national security.
The company was assembled on
November 30th, 1999 result of a
£7.7 billion acquisition of Marconi Electronic Systems, a British engineering and telecommunications company, by British
Aerospace PLC and since then it
has acquired some companies
for its portfolio. It is currently
listed on the London Stock Exchange and is a constituent of
the Financial Times Stock Exchange 100 Index, as it is considered one of the 100 companies quoted on the LSE with the
highest market capitalization.
Therefore, BAE is considered
one of the most prosperous
companies regulated by UK
company law.

Catalyst & Strengths
BAE has been in the aerospace
and defense security industry for
more than 20 years and is now
offering the most advanced and
sophisticated cyber services,
which allied with its focus on
customer satisfaction allows it to
be a brand with notoriety and
well recognition. In addition, this
supported a strong growth in
revenues, being considered the
third largest defense security
company by revenue in 2017.
A strong catalyst for the company is its quick response to security breaches and continuous
bet on research and development. Nowadays with the growing digitization and data creation
and the increase of these due to
the COVID-19 pandemic, people’s security from cyber-attacks
is crucial. With the rise in customer spending, it is important
for the company to keep its partnerships, capture new customers and, in this way, increase its
market share.
Another positive point is the
growing expansion in geographic markets. BAE should
take this opportunity, since it is
also present globally in Australia,
U.S., India, Saudi Arabia and the
U.K., it may be easier to expand
to other countries.
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Risks
On May 23rd, 2021, the closing
price of Bae Systems stock
(LSE:BA.) was £ 521.60. However, the stock did not always
have such high prices during the
year. The 52 weeks Moving Average shows a downward trend
from August 24th, 2020 to October 30th, 2020 (Price passed
from £541.60 to £397, which
represents a decrease of
36.42% in only two months).
From that date, the stock grew
strongly until it reached £ 531.40
on December 3rd, 2020, an increase of 33.85% in one month.
Nevertheless, this upward trend
slowed down from January 29th,
2021, beginning of the pandemic
2nd phase (Price passed from
£462.10 to £ 521.60, which represents an increase of 12.88% in
six months). These observations
lead us to the conclusion that
this stock is very volatile. But the
question is: why? Let’s look
deep into the risks to understand.

Source: Yahoo Finance

Economic difficulties of national
markets
Bae Systems is exposed to a
number of national markets, including the U.S., Australia, India,
Saudi Arabia, and the Eurozone.

However, because of constraints
to government expenditure and
financial difficulties, the group
noted that "affordability remains
a key concern for customers."
The company is taking the necessary measures to address this
institutional risk, by focusing on
growing its services business
and reducing its expenses to
minimize the impact of government cuts.
Large contracts
Around 25% of the Group's total
revenue comes from large contracts. These contracts are typically worth over £1 billion, which
in case of loss or termination,
could have a substantial negative impact on the Group's financial condition.
Fixed price contracts
As part of its strategy, BAE Systems has a significant portion of
its revenue derived from fixedprice contracts. These contracts
are vulnerable to unforeseen expenses, which could exceed the
projected costs. To avoid highrisk contracts and minimize
fixed-price production deals,
Bae systems could limit the
number of fixed-price contracts
and implement robust bid preparation and approval processes.

Valuation & Financials
All of this is confirmed by the
company’s DCF analysis results
(Attachment 1). According to
Finbox, while the current stock
price is estimated at £ 521.60,
the stock fair value should be
£810.

Which means the company
stock is undervalued and traded
at 55.77% below its fair value. An
opportunity that investors should
enjoy when considering investing in this company, but let’s see
why with the company performance, key metrics, and ratios
analysis.
Looking at the company’s performance (Attachment 2), it has
experienced strong growth between 2019 and 2020, as revenues grew from £ 18,305 million
to £ 19,277 million, showing an
increase of 5.31%. Consequently, the EBIT also increased
from £ 1 975 millions to £ 2 037
million (+3.14%), which shows a
rise in operating revenues. This
growth is confirmed through the
investment of the company in assets (increase from £ 25,630 million to £27,530 million, +7.41%
YoY) as well as the increase in
debts to finance this investment
(increase from £ 20,119 million
to £ 22,609 million, or +12.38%).
This capital requirement is also
noticeable through the increase
in outstanding shares, thus representing an issue of 26.59% additional shares (increase from
27.06 to 34.26 million shares).
The increase in the number of
shares in circulation, combined
with the volatility of the share
price as explained above (see
Risks part) explained the increase in the company’s market
capitalization, which therefore
rose by 6.53% (passing from
15,718 to 16,745 billion).
Regarding the key metrics (Attachment 3), we can see that the
EV/EBITDA multiples of the company is 8.9x, which is lower than

the industry average one of
12.5x.
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-pany is 8.9x, which is lower than
the industry average one of
12.5x.

investing less capital (capital invested by shareholders) to have
more income.

This trend is confirmed by the
analysis of the P/E ratio, which is
also lower than that of the industry average (12.07x for the company in 2020 compared to 13.3x
for the aerospace sector). Finally, we can see that the retention ratio of Bae Systems is
190.81%; a huge ratio explained
by the fact that the company reinvested the majority of its profit
into new projects. Although it
distributes few dividends, it is a
positive sign for investors as it
shows the company’s ability to
develop investments in the longterm.

Looking at the solvency ratios,
we can see that the Debt-to-Equity ratio (D/E) highly increased
from 199.34% to 268.77%. Thus
in 2020, for every dollar of equity, the company had 2.68 dollars of debt. A higher debt-to-equity ratio means a higher risk
company. A risk that can be analyzed deep into details with the
Debt-to-Assets
ratio
(D/A),
which also increased from
78.5% to 82.12%. Thus, the
company’s assets are financed
with debt at 82.12%.

Finally, as for the ratios, we can
see that the company has a good
financial health. Looking at the
profitability ratios, it is noticeable
that the Operating (EBIT) margin
remained more or less stable
(decreasing from 8.63% to
8.25%).
EBIT margin is the ratio of a company’s profitability, specifically
how much it makes on a dollar of
sales after removing almost all
expenses. The EBIT Margin was
8.63% in 2020: that is to say, for
one dollar of revenue, Bae Systems retained 0.0863 € operating profit. In addition, the ReturnOn-Assets (ROA) decreased,
going from 5.97% to 4.98%,
while the Return-On-Equity
(ROE) remained stable (+0.22%
YoY).
Concerning the Return on Invested Capital (ROIC), it also
deeply decreased from 2.93% to
2.2%, showing the company is

As to the liquidity ratios, it can be
observed that the current ratio
remained stable (passage from
1.012 to 1.002, so -0.96% in one
year). The same happened to
the quick ratio (passage from
0.918 to 0.9223, so +0.45%
YoY). Finally, the cash ratio
passed from 0.2832 to 0.2950
(+4.15%). The cash ratio is a liquidity measure that shows a
company's ability to cover its
short-term obligations using only
cash and cash equivalents. As it
is inferior to 1, we can conclude
that the company has more current liabilities than cash and
cash equivalents. It means insufficient cash on hand exists to pay
off short-term debt.
To conclude, the final recommendation regarding Bae Systems stock is to BUY THE
STOCK. Indeed,

which explains such companies
are so attractive. Indeed, with
the development of the Internet,
cyber-attacks are increasingly
common, making defense a critical issue in the long-term. Defense is also crucial regarding
other sectors, including air and
maritime.
Concerning the financial ratio
analysis, we can observe a
great company performance: increase in revenues by 5.31%,
assets by 7.41% and market
capitalization by 6.53%. However, Bae Systems also shows
low profitability ratios: decrease
in EBIT margin by 4.44%, Return-On-Assets by 16.69% and
Return-On-Invested Capital by
24.98%. Moreover, the company
shows mixed liquidity ratios: current ratio is slightly superior to 1
while cash ratio is clearly inferior
to 1.
Concerning the DCF and risk
analysis, Bae Systems 'stocks
are currently trading under value
(traded at £ 521.60 instead of £
810). Investors should enjoy this
opportunity at a cheap price before it starts to be over-valuated.
Secondly, the company is well
established, and therefore investors are able to forecast its future
viability. However, increase in
solvency ratios shows higher
risk concerning its debt usage.

Concerning the external analysis of the company, defense is
a central subject in our society,
which explains why
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In GBP (£) all in millions

30/12/2020

30/12/2019

Market Cap (in billions)

£ 16 745

£ 15 718

Shares Outstanding

34,26

27,06

Last Price

£ 488,80

£ 580,80

Price-to-Earnings (P/E)

12.07

12.60

Earnings per Share (EPS)

40.5

46.1

Return On Invested Capital (ROIC)

2.2%

2.93%

Return on Assets (ROA)

4.98%

5.98%

Return on Equity (ROE)

27.86%

27.8%

Current Ratio

1.00

1.01

Quick Ratio

0.92

0.92

Debt/Equity (D/E)

2.69

1.99

EBIT

£ 2 037

£1 975

EBIT Margin

8.25%

8.64%

Sources: Bae Systems, Finbox
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IPO of the Month:

João Matos
Research Department

Although 2021 has had a lot
more IPOs than 2020, with, as of
May 26, 488 made, compared to
480 IPOs during all of 2020, an
all-time record, many companies
are still delaying their deals, due
to the high volatility in the markets.
Squarespace's recent IPO at the
NYSE was far from perfect. Announced back in April 16, this
IPO was made through a direct
listing, which means only existing shares were sold, to provide
liquidity to earlier investors and
employees. Funding was not
needed, because one month
earlier, Squarespace had raised
$300 million in funding.
The first day of trading was hard
on Squarespace, with a 13% fall
in price per share, to $43.65,
making its market capitalization
$6.4 billion, a value way lower
than an offering received earlier
in the year, that valued the company at $10.2 billion. As of May
26th, the price per share was
back up, at $54.08 per share,

which equates to an 8.16% increase relatively to its reference

price ($50), putting the company
at a $7.35 billion market cap.
SQSP was founded back in
2004, while Anthony Casalena,
its founder, was attending the
University of Maryland. It started
as a blog, growing organically
until 2015, at which point
Casalena raised venture capital
for the first time, in the value of
$78.5 million. While it started as
just a blog, SQSP now offers a
wide variety of products, going
from hosting and domain services, to e-commerce, social
media, marketing systems, and
even a reservation service.
Differently from many other tech
IPOs, Squarespace profitability
was not a problem since it became profitable back in 2016.
However, SQSP profit fell by half
in 2020, compared to 2019, decreasing from $58.2 million to
$30.6 million. This is mainly explained by the rising investments
in R&D and marketing, which account for 35% and 54% of operating expenses, respectively.
Additionally, SQSP is in an extremely competitive market, with
companies like Shopify, GoDaddy and WIX, while joining the
market during a time where Wall
Street is pessimistic regarding
tech IPOs and the US Economy.
A competitive market can mean
both a problem and a positive
thing. While it can be a problem,
if SQSP is not able to compete
with prices and quality, it can
also be a positive thing by making companies always deliver
the best products, thus attracting more and more clients, and,
at the same time, keeping old clients happy.
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The Wall Street problem is completely different. This problem
comes from Unicorns not being
profitable, which fortunately is
not something SQSP suffers
from, and from the fact that
COVID-19 left the world economy on hold.
Most countries are still suffering
from COVID-19, and the US relies a lot on exporting goods.
This means that, if other countries lack money to spend, the
US can’t profit from its exports
as usual. The Internal US market
is not perfect either, with a Real
Estate market in a wild bubble, a
$28T public debt, which should
increase even further if Biden’s
social welfare programs come
forward, and a rather high unemployment rate.

A 0.33x Cash Ratio is not something to brag about, and a 0.49x
Current Ratio neither. Compared
to SHOP (U.S.: NYSE), which is
a more established company in
the same sector, the company's
ratios are very weak. SHOP’s
values are 14.57x and 15.69x,
respectively, which are very
good indicators of short-term liquidity. This happens due to
Shopify’s idea of running a business without contracting debt,
mainly by using funding from equity capital.
Lastly, while Squarespace has
space to grow and could be a
good investment for the longterm, it is not a good buy for an
investor looking to “make a
quick buck”.

Sources: Guru Focus, NY Times, USA
National Debt Clock, Wall Street Journal and Yahoo Finance

QUICK FACTS
As of December 2020,
Squarespace counted with
more than 2 million websites
built and an 18% market share
of the website builder sites
segment.

The company is ranked #1 in
most of the official Englishspeaking countries (Australia
Canada, UK, US, and Hong
Kong).

Around 70% of SQSP’s 2020
revenue came from the US
market alone. That same year
the company gained 700k subscribers.

Source: Free-Photos/Pixabay

Regardless, revenue has been
increasing. From 2019 to 2020, it
grew by 28%, from $485 to $621
million. This growth is coming
hand in hand with the number of
subscriptions (23%), which
makes sense since, in 2020,
94% of SQSP’s revenue came
from subscriptions.
Considering SQSP’s financials,
the company is not in a perfect
spot, and some funding might be
needed to increase confidence
about short-term liabilities.

18

Financial Newsletter | April – May 2021

Hot Topic

Carolina Marques
Research Department

Social Media’s impact on Financial
Markets
The growth of social media usage during the last few years has
created an enormous amount of
online data, which associated
with the improvement in data intelligence has created the possibility to process and analyze the
impact on the user’s decision
making. As so, the financial markets aren’t an exception, since
the information shared via
tweets, forum posts and blogs
regarding stocks can come in
handy to create sentiment indicators to predict the market’s
evolution.
According to StockPulse, a German data analytics company,
“Emotional Data” is defined as
the considerable portion of information shared on social media
that includes feelings and reactions, which when the tools and
procedures of data Intelligence
are applied to, generates the socalled Sentiment Analysis. Since
people are often influenced by
the information they consume,
many times and without even realizing, information shared on
social platforms like twitter end
up inducing certain beliefs and
triggering sudden market reactions.

That is why the data mined from
these platforms is so important
and is now being used as a tool
for trading surveillance and spotting possible market manipulation done through Social Media.

Source: feliioncool/Pixabay

This phenomenon has been amplified by the pandemic, which
increased the number of unexperienced investors entering the
market, specially the cryptocurrencies segment.
Social media has created a variety of online “clubs” where people share trade ideas, tips, and
strategies to hype stocks, however the underlying risks to
these tactics aren’t usually discussed, which ends up leaving
the most naïve participants with
considerable capital losses.
One of the most well-known examples of market “manipulation”
via Social Media is Elon Musk’s
tweets and the market frenzy
they create. The Tesla CEO,
along with other fellow billionaires like Mark Cuban and Chamath Palihapitiya, have gained
the nickname of “market whisperers” as their opinions on what
stocks to buy or sell, are being
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followed into actual positions by
many investors.
Recently the power of these
“whispers” was once again confirmed, when the Elon Musk’s
tweet about the fact that Tesla
would no longer accept payments in Bitcoin, the cryptocurrency saw its value tumble significantly soon after. On various social media platforms the existence of groups and chat forums
devoted exclusively to follow the
billionaires’ footsteps in hope of
obtaining high returns, not only
put on display the asset’s price
movements due to these strategies, but they also bring up the
discussion about a possible
need for further regulation regarding these market clubs.
All things considered, by connecting artificial intelligence and
machine learning to emotional
data regarding financial information, a number of possibilities
arise, both positive and negative,
depending on which side the
market participant is. For the
ones whose job is detecting false
or misleading data, which have
the purpose of manipulating
stock prices, a great advantage
is being developed in the short
to medium term with the growth
of trading surveillance tools effectiveness. On the other hand,
the ones who are relying on regulations’ loopholes and lack of
surveillance of dubious practices, the future doesn’t look so
promising.
Sources:
AnalytisInsight;
Forbes; Nasdaq; StockPulse

QUICK FACTS
As of 2020, nearly 4 billion
people use Social Media
worldwide, which is almost
double the value registered
in 2015. On average, each
person has 8.6 social media
accounts.

Financial “Emotional data”
comes 90% from User Generated Content (Social Media, Forums) and only 10%
from Classical Editorial Content (News, Research).

Currently, around 106 million people are using cryptocurrencies
around
the
Globe and about 14% of
Americans own them.

CNBC
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Attachments
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