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Geopolitical tensions fuel uncertainty in oil markets

The specter of a return to the price of oil at
$100 a barrel has emerged due to the risk
of an escalation of conflict in the Middle
East. The Organization of the Petroleum
Exporting Countries (OPEC), led by Saudi
Arabia, along with its allies including Russia,
has reduced production by millions of
barrels of oil per day in recent years.
Investors are banking on these countries'
remaining production capacity to effectively
limit rising oil prices and mitigate potential
inflationary impacts on the United States.

Since mid-December, global benchmark oil
prices have risen 23%, nearing 2023 highs.
This increase has led to higher
transportation costs, food bills and farm
equipment expenses, contributing to
inflation in an economy American already
robust.

Iran's recent attempt to attack Israel has
added further uncertainty to the oil market,
leading to price increases in anticipation of
the Islamic Republic's military operations.

Benchmark Brent crude price
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However, the poor response to the attack
could indicate caution among traders, who
believe that OPEC+ could respond promptly
to any financial disruption. Despite
production cuts by OPEC+ in 2022, with a
share of global supply below 34%, the
extraordinary distribution of US oil reserves
and abundant production in the US, Brazil
and elsewhere have kept prices in check of
oil.

However, slowing production growth in the
United States benefited OPEC+ and led to
higher oil prices. According to industry
experts, the potential increase in prices
towards $95 a barrel will put pressure on
OPEC+ to increase production. The
possibility that a war between Israel and
Iran disrupts Tehran's oil infrastructure or
tanker traffic in the Strait of Hormuz could
radically change the dynamics of oil prices.
Many traders are optimistic about OPEC+'s
ability to maintain control of prices, but
warn that a broader war could affect global
oil production through various disruptions
and geopolitical tensions.
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Growth, Employment, Inflation and Interest Rates

In recent years, economic activity in the

United States has defied experts'
predictions,  demonstrating  surprising
resilience despite the Federal Reserve's

aggressive actions to raise interest rates.
Economic growth has exceeded
expectations, driven by a combination of
government spending, increasing migration
flows and resilient consumer demand.
Workers' confidence in job stability has
supported their spending habits, helping to
keep the economy above the recession
threshold.

The labor market also beat forecasts, with
job gains continuing to grow despite
concerns about labor availability. An
increase in population due to immigration
has partly contributed to this trend,
although economists predict an imminent
slowdown.

Quarterly average of monthly payroll change, actual and forecasts
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Meanwhile, inflation remained above the
Fed's 2% target. However, experts recently
revised their inflation forecasts for 2024
upwards slightly, even before the release of
price data that confirmed higher-than-
expected inflationary pressure.

Finally, interest rates have been a significant
topic of discussion among economists.
While the past two years have seen a steady
upward revision of rate forecasts, there was
an exception in January with steeper cuts
forecast, based on the belief that inflation
was under control. However, this time
experts have returned to predicting a higher
path for rates, reflecting greater uncertainty
about the future performance of the
economy.
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LVMH Q1 overview and news from Ferrari

The LVMH group's revenues from the
beginning of 2024 amounted to €20.69
billion, recording a contraction of 2%
compared to the same period of the
previous year. Analysts had expected group
revenue of €21.14 billion, according to a
survey of estimates compiled by Visible
Alpha. Despite this, revenues increased 3%
organically, compared to 17% in the same
period last year, which was driven by strong
sales growth in Asia.

The core fashion and leather goods division
contributed €10.49 billion to the group's
turnover, lower than the €10.73 billion of
the previous period and below analysts'
forecasts of €10.66 billion.

The wine and spirits division saw a 12%
organic decline, reflecting reduced demand
and the cautious attitude of sellers in the
United States, particularly impacting
Hennessy cognac.

Despite the challenges, LVMH reported a
good start to the year, with Louis Vuitton
showing an excellent performance and
Christian Dior doing well, as Bernard
Arnault said, continues to show notable
creative momentum.
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Wines & Spirits 1 694
Fashron & Leather Goods 10 728
Perfumes & Cosmietics 2115
Witches & Jewelry 2 589

Selective Retailing 3 961
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The Perfumes & Cosmetics sector rose by
three percentage points, recording $2.18
billion, where Sephora demonstrated
stability and led the division with +5%.
Geographically, Europe and the United
States experienced steady growth, while
Japan reported double-digit revenue
growth. However, the rest of Asia, excluding
Japan, saw a contraction of 6%, influenced
by internal economic difficulties in China,
where in general there was a slight
reduction in the consumption of luxury
goods, and by a more slower than expected.
Good news from analysts for the next
quarter.

The performance of the luxury sector is
influenced by a normalization of sales
growth, due to inflation and high interest
rates, which have affected consumer
spending. This has led to a differentiation in
performance across companies, with those
targeting status-seeking consumers
suffering the slowdown the most, while
those targeting wealthier clientele have
shown greater resilience.

Reported Organic”

1 417 - 16% - 12%
10 490 - 2% + 2%
2 182 + 3% + 7%
2 466 - 5% - 2%

4 175 + 5% + 11%
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LVMH Q1 overview and news from Ferrari

Remaining in the luxury sector, on 17 April
there was the Ferrari shareholders'
meeting, in which the green light was given
to the 2023 budget and the proposal for a
dividend of 2.443 euros per share (+35%),
with a total of approximately 440 million
euros. The words of Ferrari CEO Benedetto
Vigna were well received: the inauguration
of the new Ferrari plant in Maranello which
will allow the production of axles and
battery packs is set for June 21st. “Ferrari
closed 2023 with record results and goals.
Despite the difficulties caused by a complex
macroeconomic context, the strength of the
Ferrari brand and the vitality of the
company were confirmed", said John
Elkann.



Prysmian acquires Encore Wire

Prysmian is preparing to take over the
Texan Encore Wire for a value of
approximately 3.9 billion euros (4.15 billion
dollars).

Executive Massimo Battaini explained that
Encore Wire strengthens the company's
value-generating capabilities. It said the
acquisition will drive additional growth in
North America in terms of profitability and
presence, leveraging opportunities related
to decarbonization and digital solutions. He
highlighted that this will include reshoring
of industrial assets, investments in data
centers and infrastructure, focusing on
electrification and connecting networks to
end and industrial users.

On increasing profitability and earnings per
share, he explained that the transaction
keeps the company aligned with the
strategic plan path of organic growth, but
also offers additional opportunities. He
outlined a goal of taking the company from
one billion EBITDA to two billion, making the
2027 goal more ambitious.

Regarding the financing of the acquisition,
he indicated that one third will come from
available cash and two thirds will be
obtained through external resources from
banks.

He explained that the operation was born
from a close and fast collaboration between
the two companies, facilitated by a climate
of great collaboration and availability. He
underlined the importance of teamwork
and the fit between the two companies.
Finally, he shared his confidence in the
future of the North American optical cable
market, predicting a significant recovery in
demand in the second half of 2024. He
expressed confidence in the first quarter
numbers and in the future performance of
the company.

Prysmian SpA shares are positive, with a
growth of 0.84%, going from 50.42 Euros to
50.64 Euros per share. Compared to a year
ago it is in a rallying position, with growth
standing at +31.05%.




