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A sustainable recovery in the making - good news for equities.
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They may have fallen shy of expectations but last Friday’s Non-Farm Payrolls for March were a big deal
because they provide one of the first tangible signs of a sustainable US recovery. Corporate profitability
has been picking up, investment has picked up and now jobs are picking up. Also, both the non-
manufacturing and manufacturing ISM surveys together indicate that the US economy’s underlying
momentum is improving, which is good for business confidence. It means more investment and more jobs.

Jobs boost personal income and consumer spending, which adds to the top line for companies. Since the
corporate sector remains under pressure to cut costs and restructure, this means that, in coming through
to the bottom line, earnings are still likely to surprise on the upside.

With a sustainable recovery in the making the US Treasury market will come increasingly under pressure.
This, as was hammered home at what were recently poorly bid auctions, will be all the more so with the
issuance required to fund the federal deficit.

Where does this leave equity markets? Rising yields in the Treasury market is where the downside lies for
equities but we suspect they will take their cue from earnings — until, that is, the Fed indicates it is ready to
tighten or withdraw from its ultra-easy monetary policy. This, as we continue to be reminded, is not for a
while. The Fed will read an unemployment rate of 9.7 percent as indicative of a low rate of resource
utilization and, meanwhile, both inflation and inflation expectations remain tame.

Tactically, relative strength indicators show that the rise to new highs for equity markets has pushed them
into extreme overbought conditions but we are sounding like a broken record on this one. Equity markets
have been reluctant to yield to any profit-taking. The fundamentals are strategically supportive and, with a
sustainable recovery in the making, even more so now in the US. Long may Wall Street's leadership
continue - upwards that is!



IMPORTANT NOTES

The information contained in this report represents an impartial assessment of the value or prospects of the
subject matter. Graphs, performance data etc are as at the close of business on the day preceding the date of the note.
The information contained in this report has been taken from sources disclosed in this presentation and is believed to be
reliable and accurate but, without further investigation, cannot be warranted as to accuracy or completeness. The
opinions expressed in this document are not the views held throughout Brewin Dolphin Ltd. No Director, representative
or employee of Brewin Dolphin Ltd. accepts liability for any direct or consequential loss arising from the use of this
document or its contents. We or a connected person may have positions in, or options on, the securities mentioned
herein or may buy, sell or offer to make a purchase or sale of such securities from time to time. In addition, we reserve
the right to act as principal or agent with regard to the sale or purchase of any security mentioned in this document. For
further information, please refer to our conflicts policy, which is available on request or can be accessed via our website
at www.brewindolphin.co.uk. The value of your investment or any income from it may fall and you may get back less
than you invested. Past performance is not a guide to future performance. If you are in any doubt concerning the
suitability of these investments for your portfolio you should seek the advice of a qualified investment adviser. Brewin
Dolphin Ltd, a member of the London Stock Exchange, authorised and regulated by the Financial Services Authority.
Registered office: 12 Smithfield Street London EC1A 9BD. Registered in England and Wales no 2135876.




