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Market View 

Asian stocks rose overnight on speculation that the Chinese Government will curb on lending along with 

good Q4 earnings from the US technology names outside of Google which missed estimates. The Chinese 

markets did taper off at the end of the day in advance of the Shanghai exchange being closed next week for 

the Lunar holiday and PMI data showing continued contraction in China. European markets have opened 

lower this morning with reports emanating from the media suggest that the IMF will cut its global growth 

forecasts from 4% to 3.3% with a sharp revision in the outlook for southern European countries when it 

publishes its world economic outlook next week. The text is expected to encourage the ECB to continue its 

accommodative policies to prevent a credit squeeze as European banks shrink their balance sheets to meet 

EBA capital ratios by June. Commerzbank advanced yesterday as it announced that it won’t need state aid 

to meet these capital targets. In Greece, the long running negotiations with private sector creditors about  

debt restructuring appears to be coming to an end, leaving the way open of another multibillion euro bailout 

for the country. It is a quiet day from a data perspective today with UK retail sales out at 9.30 (2.4% ex-

pected)  while in the US existing home sales is reported at 15.00 with the market looking for 4.65. 

Intel - Buy                    Previous Close €25.63                              Target $27.50 

Intel last night delivered results which were in line with expectations. This however was little surprise to the 

market as the chipmaker had managed down expectations in December when it revised its Q4 guidance 

lower as a result of the supply chain disruption in Thailand. EPS for Q4 was 64c versus consensus of 62c 

while revenue came in just above guidance, at $13.9bn. Importantly, Intel did not revise guidance for the 

first quarter down keeping a target of $12.8bn plus or minus 500mln in place. It also stated that gross mar-

gins are expected to be 63% in Q1 which is marginally ahead of market expectations. The results demon-

strate a continuation of recent trends at the company as emerging markets continue to perform while ma-

ture markets showed evidence of a sluggish consumer. Server demand was particularly impressive in 

emerging markets while data center revenue continued to perform driven by the cloud. On the whole, this 

was a solid update from Intel and does support our bullish thesis on the chipmaker. We rate the stock as a 

Buy with a $27.50 price target.   

Microsoft - Buy                   Previous Close €28.12                               Target $30.00 

Like Intel, Microsoft last night delivered a solid update however expectations had been low heading into the 

release and the market was impressed by the strong performance of the company’s gaming division over 

the holiday period. The software’s giant Xbox business was bolstered by the performance of Kinect and 

customers signing for subscriptions to the company’s online gaming offering. As a result headline figures 

were marginally ahead of market expectation with EPS reported at 78c (consensus 77c) and revenue com-

ing in at $20.9bn (consensus $20.7bn). Microsoft did experience headwinds in the quarter from what it char-

acterized as a challenging PC market. This was the result of weaker developed market growth, PC supply 

chain disruption and a belief that customers are putting off purchases until the release of Microsoft’s Win-

dow 8 operating system which is more compatible with tablet technology. Nevertheless, on the whole this 

was a solid update from Microsoft and consequently we continue to rate the stock as a Buy with a $30 price 

target.  

Vodafone  - Buy                   Previous Close 174p                                     Target 195p 

At the end of a long drawn out process, the Indian Supreme Court has ruled that Vodafone is not liable to 

pay capital gains tax on its $11bn acquisition of a 67% stake in Hutchison Whampoa’s Indian mobile divi-

sion in 2007, overturning a lower court decision. The Supreme Court has also ruled that the Government 

must pay back the deposit provided by Vodafone (£356m) with interest, at 4%. Vodafone had argued 

throughout that it was not liable to the tax given that the deal was between two overseas companies, it was 

applied retrospectively and CGT should be applied to the owners of the acquired company, not the acquirer. 

This is a positive outcome for Vodafone on a non-operational issue that has overhung the division for a 

number of years. Even at current levels, the company represents value for clients looking for a strong de-

fensive telecom player in the more attractive mobile (rather than fixed line) sector, with an extended geo-

graphic footprint. A well backed dividend currently yielding 5.7% provides a comfortable backstop. 
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