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It’s early. Earnings season has only just begun. But a few meaningful themes are already

beginning to emerge.

Travelers Investor PresentationTravelers Investor Presentation
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If it is rate cuts you want, Travelers is not your friend. Services have been a headache

for the FOMC, and that is not going to rapidly dissipate. Travelers sees no meaningful

deceleration in renewal premium changes for property insurance from the current *checks

notes* 13.4% in 2024. Auto insurance? There will be only a “moderation” from 16.6%. When

it comes to inflation, this is a primary example of how sticky certain portions can be

under the surface. This stickiness insures no rate cuts until late 2024.

Then there is the consumer. For all the mixed signals, there is a modicum of clarity

coming through. Retail sales are lying. The U.S. consumer remains fine.

United Airlines Earnings CallUnited Airlines Earnings Call
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Costco Monthly Sales ReportCostco Monthly Sales Report

Ulta Beauty at J.P. Morgan Retail Round-UpUlta Beauty at J.P. Morgan Retail Round-Up

There are certainly puts-and-takes. United Airlines benefitted from accelerating demand

in the first quarter, with both premium (high-end consumer and business travelers) and

basic economy (lowest fare) up nicely from a year ago. Confidence in the future? In

spades. That should not be shrugged off. The good start to the year is set to continue.

Consumer demand for premium tickets? That is strong, too.

Ulta has other things to say. At a glance, it would appear that the beauty business is

falling off a cliff. That is not entirely the case. The “beauty boom” is waning, but
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Ulta is guiding to positive comparable sales. That is a slowing of sales growth, not a

disaster. A growth of 4% to 5% in comparable growth for the year is not an indication of

the death of the consumer. For its part, Costco saw its sales accelerate in March.

United Airlines Earnings CallUnited Airlines Earnings Call

Not to mention, United Airlines called out the return of business travel as a tailwind

for the year as well. That will spiral into the broader hospitality industry, further

bolstering the services economy.

ASML Earnings CallASML Earnings Call

The ASML call was intriguing for numerous reasons. Did ASML miss orders? Yes. Was that

the primary takeaway? No. ASML makes the machines that make the chips for AI and other

applications. There is no doubt about the optimism surrounding AI and its associated

opportunities. But there was an interesting twist to the narrative from the ASML call.

The fabrication facilities being built across the globe—particularly in the U.S.—will go

online in the coming years. AI is not driving a single-year type of tailwind. It is a

multiyear build-out of capacity that provides visibility into longer-term demand. Even

with the headwinds from U.S. restrictions on technology sales to China, the 10% to 15%

hit is not overly meaningful to the outlook. The kicker? The long-awaited development of

the internet of things (IoT) is more likely given the AI boom and the need for data.

That takes more chips. More chips equals more ASML machines.

Why does any of this matter? For a few reasons. The consumer is not dead, and neither is

the economy. That’s good news. But the insurance premium problem is not going away.

Services inflation is ensuring that the FOMC does not cut in the near term. Insurance is

a significant component of that equation, and the guidance is not in the Fed’s favor. If

ASML is to be believed (and it should be), AI investment is not a short-term thing. The

CHIPS Act and other policy initiatives are ensuring that more fabrication facilities are

built, and those take time and equipment to build and operate.

It is early. There will be more lessons to be learned. So far, earnings are telling us

it’s more of the same. Inflation remains sticky, the consumer is alive and AI has a
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longer-than-expected reach.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

Related BlogsRelated Blogs

+ Q4 2023 Earnings: Quality Growth Takes Center Stage

+ Between the Lines

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONSDEFINITIONS

InflationInflation  : Characterized by rising price levels.
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