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1.1. Market highlights
➢

Covid-19 vaccine breakthrough and removal of election uncertainty fueled a global equity
rally in November. The MSCI All Country World Index (ACWI) recorded its best monthly gain
since inception in 1989. A rotation from growth to value stocks was initiated and should carry
on. The vaccine hasn’t prompted a sharp rise in bond yields neither in inflation expectations.
Monetary policy tailwind, expectations for more fiscal stimulus and resilient corporate
earnings have also played into the longstanding buy-the-dip (BTD) and there-is-noalternative (TINA) mantras.

➢

The pandemic is continuing to steal lives and cripple economies. Europe is slowly re-opening
after its second-wave of Covid-19, while new infection cases are surging in the US with over
200’000 daily infections. Three coronavirus vaccine front-runners announced positive trial
results. On December 2nd, the UK became the first country to approve a vaccine developed
jointly by Pfizer and BioNTech and will kick off its nationwide vaccination campaign next
week. The US FDA intends to make a decision about authorizing coronavirus vaccine on
December 10th. Vulnerable patients and frontline healthcare workers will be first in line to
receive the vaccine. It could take two more quarters before the pandemic ends and we might
face a third deadly wave of coronavirus in early 2021 according to the World Health
Organization’s (WHO).

➢

Joe Biden won the presidential election by 306 Electoral votes against 232 for the outgoing
President Donald Trump. Whether Biden leads a unified or divided government may not be
known until 2021. All eyes turn to the pair of Senate runoffs in Georgia, which will take place
on January 5th. Expectations that Republicans will retain control of the Senate have reduced
concerns of a meaningful shift in tax and regulatory policies under a Biden administration.
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1.1. Market highlights
➢

What does Biden’s election mean for the Fed? The main way for a president to influence rate policy
is by appointing the seven Fed’s member board. As President Biden takes office on January 20th,
he could have up to three vacancies to fill. Janet Yellen, former Federal Reserve Chair, has already
been nominated as the new Treasury Secretary. Mr. Biden might face pressure from his party to
replace Mr. Powell, as he is Republican and given his policy differences over bank regulation.
Despite these new appointments, monetary policy is expected not to change. According to
estimates, interest rates should remain near zero for the next three years, meaning that real rates
could also remain negative for some time.

➢

The Euro zone is likely heading back to recession in the fourth quarter. The European Central Bank
has already more or less made it clear that it would provide further stimulus at its December
meeting. Joe Biden's election to the US presidency could be a "game changer" for Brexit. He is in
favor of a trading arrangement between Britain and the EU and is a supporter for peace in Ireland.

➢

China is demonstrating resilient growth momentum into Q4, with robust industrial production and
construction activities and further recovery in service sectors. Two of China’s top-rated stateowned enterprises (SOEs) went bankrupt sending shockwaves through the mainland corporate
bond market and prompting Chinese banks to sell debt issued by state-owned firms. Market fears
over more unexpected default to come might pressure PBOC to inject more liquidity into the
financial system. China led trade agreement, RCEP, is a potent symbol of China’s growing influence
in Southeast Asia at a time of uncertainty over Washington’s economic ties with the region.

➢

Our main scenario still remains positive for the year end. We believe good diversification in
portfolio regionally and by asset classes, should help us through these volatile markets. We expect
to see further sectorial rotation as portfolio managers engage in window dressing for next year.
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1.2. Covid-19: the latest figures
➢

New cases in European countries show a clear recovery from the peak earlier in November.

➢

Meanwhile, in the U.S. the progression of the pandemic has at least shown signs of stabilization.
Increased travel for Thanksgiving could make the situation worse, but there have been at least some
signs that the pandemic is reaching its peak.
Confirmed new cases of Covid-19 in Europe
(per million people)

Confirmed new cases of Covid-19 in the U.S.
(per million people)

Source: Financial Times, the Covid Tracking Project, UK Government, Spanish Ministry of Health.
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1.2. Economic impact of Covid-19
➢
➢

Global stocks rebounded strongly this month, whereas PMI declined again in Europe and
Japan.
US and Chinese PMIs are holding up better.
PMIs and MSCI World lose momentum.

Source: Bloomberg, 30/11/2020
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1.2. Covid-19: the vaccine race
➢

The vaccine developed by Oxford university and AstraZeneca has delivered better than expected
result in late-stage trials, boosting hopes that the pandemic can be defeated. The successful
results follow positive trials of treatments this month from Pfizer-BioNTech and Moderna.
Company

Type

LT Storage

➢

The average efficacy of
the Oxford-AstraZeneca
vaccine was 70%, whereas
the Pfizer-BioNTech and
Moderna vaccines showed
effectiveness of close to
95% in their trials.

➢

The AstraZeneca jab is
priced at $3 to $4 per
dose (much less than the
price of other vaccines). It
can be stored at normal
fridge temperature.
Other treatments require
long-term storage temperatures between -20 and
-70°C.

Source: BBC, Financial Times, Respective companies, WHO.
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1.2. Covid-19: the vaccine race
➢

Covid-19 vaccines are on track for international deployment within weeks, with health officials on
both sides of the Atlantic confident that inoculations will begin before the end of the year.

➢

But the biggest challenge for governments now could be convincing the population to be
inoculated, as a rise in vaccine skepticism has been witnessed globally.
Development stages

➢

Production per company (Million Treatments)

The UK is expected to become the first country to approve a vaccine developed jointly by Pfizer
and BioNTech, with the aim of delivering the first jabs as soon as December 7.

Source: AFP, Vaccine pipeline/Nature journal. Financial Times, Airfinity, Refinitiv.
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1.2. Covid-19: RNA Covid-19 vaccine
➢

Pfizer-BioNTech and
Moderna are based on
innovative technology
that has never been
approved for use before.
They have developed
"RNA vaccines", which
involves injecting
fragments of the
coronavirus' genetic
code.

➢

Other vaccines, such as
AstraZeneca's, employ
more traditional
methods. The
AstraZeneca is a
genetically modified
cold virus that used to
infect chimpanzees.

Messenger RNA vaccines
do not require injection of
the virus.

Source: AFP, Vaccine pipelines, Nature, Pfizer, Moderna.
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1.3. RCEP, China increasing its sphere of influence
➢

The trade agreement, initiated by the Association of Southeast Asian Nations (Asean) in 2012
and signed by 15 countries, covers nearly one third of the world’s population and gross
domestic product (GDP). It is one of the largest trade pacts ever signed.

➢

The Regional Comprehensive Economic Partnership (RCEP) is limited in scope but carries a
more symbolic heft. Its objective is to lower or eliminate tariffs on various goods and services,
representing essentially an extension of existing free trade frameworks. The agreement also
aims to reduce U.S. economic leadership in Asia-Pacific especially after that the Trump
administration pulled the U.S. out of the TPP (Trans-Pacific-Partnership) in 2017.

➢

The RCEP, unlike the TPP does not include detailed provisions related to environmental and
labor standards.

➢

The multilateral trade deal also reduces the US
leverage to force China into modifying its trading
economic practices notably those regarding
intellectual property protection, environmental and
labor rights. (Ref. Investment Commitee of 2020 Nov, 5th
Plenum of the Party’s Central Committee)

➢

Lower tariffs between partners increase the value
of trading within the Asian region closing the door
to US exporters to these lucrative and fast growing
markets and positioning China has an dominant
economic power. Could it be the advent of a new
Chinese technological standard?
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1.4. Long term views
➢

The current economic environment has nothing in common with past recessions. Thanks to fiscal
and monetary support measures, there has been almost no destruction of demand. Many analysts
believe that with the end of some assistance programs, demand drops towards the end of the year,
leading to closures and layoffs. But governments around the world will extend or renew their
support to the private sector. There is currently no limit to government spending because there is
no price to pay. It would be foolish not to take advantage of it.

➢

Rates will stay low to negative; Central banks will finance the excess spending. “Unlimited”
spending will last as long as confidence remains.

➢

The vaccine news is an incredible catalyst for a strong economic rebound in 2021. Europe, EM and
Value should catch up some of the lost ground in 2021. Nevertheless, sectors are more important
than regions. This is the first time in several years that cyclical stocks can be expected to
outperform companies of the digital world. A few industries benefit from all scenarios, such as
semi-conductors.

➢

Covid-19 reinforces the trend toward deglobalization or less globalization. Shorter circuits of
production, robotization, AI and data management, are themes that have many years to go, but be
careful because everyone agrees nowadays. The world will have two deal with two technological,
military, and economic hubs (Asia-China, Occidental-US). China and South-East Asian assets are
very interesting relative to US and European assets.

Source: Premyss.
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1.4. Long term views
➢

Real interest rate will continue to sink, especially in the US. At some point US twin deficits will
matter again, the USD, a long-term weakening of the dollar is probable.

➢

Europe made a first step toward a fiscal union in May 2020, Europe will be able to levy taxes, it is
a game changer. It strengthens the credibility of the Euro. The risk premium on the single
currency has been reduced. The Covid-19 crisis is an opportunity to deepen European integration.
Germany agrees to spend public money, deficits don’t matter anymore, it will help tremendously
Italy, Spain and France.

➢

Gold is in a bull market; the current correction is more pronounced than expected. It is a hedge
against traditional currencies devaluation, the opportunity cost is nil (but gold goes down).

➢

Equities will deliver better (real) returns than bonds over the next ten years.

➢

Investments in straight bonds should be made using the cheapest possible vehicles.

➢

Portfolio volatility should be managed through option strategies.

Source: Premyss.
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2.1. Equity Performance Review
➢

November was the best month for stocks in decades as investors focused on significant progress
on vaccines.

➢

Europe had a particularly strong rebound.

Equity Indices
MSCI WORLD
S&P 500
NASDAQ
BRAZIL
Euro Stoxx 50
Stoxx Europe 600
FTSE 100
CAC 40
DAX
IBEX
MIB
SMI
NIKKEI 225
HANG SENG
SHANGHAI
RUSSIA RTS
VIX

% YTD in USD
9,5%
12,1%
36,0%
-39,0%
-0,2%
0,1%
-15,3%
-1,2%
6,8%
-8,9%
0,4%
4,9%
15,9%
-6,1%
17,0%
-17,2%
49,3%

% YTD in EURO
3,4%
6,0%
29,9%
-47,7%
-6,7%
-6,4%
-21,7%
-7,7%
0,3%
-15,4%
-6,1%
-1,2%
9,7%
-12,6%
10,3%
-23,3%
43,2%

% 1M in USD
12,7%
10,8%
11,8%
22,6%
20,5%
16,1%
15,3%
22,5%
17,4%
27,6%
25,4%
10,2%
15,4%
9,3%
6,9%
20,2%
-45,9%

% 1M in EURO
10,3%
8,4%
9,5%
20,4%
18,1%
13,7%
12,8%
20,1%
15,0%
25,2%
22,9%
7,8%
13,0%
6,9%
4,2%
17,9%
-48,2%
Source: Bloomberg 30/11/20.
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2.2. Sector Performance Review
➢

Impressive rebound of value and cyclical sectors !

➢

Energy and Financials outperformed significantly.

Sector performance
Consumer Discretionary
Consumer Staples
Energy
Financials
Health Care
Industrials
Information Technology
Materials
Telecommunication Services
Utilities

Europe % YTD
1,2%
-4,8%
-35,2%
-16,7%
-1,7%
1,7%
8,7%
3,4%
-13,9%
9,4%

Europe % 1M
16,4%
5,8%
33,8%
25,4%
6,0%
14,4%
14,8%
12,9%
11,8%
11,3%

USA % YTD
28,9%
6,1%
-39,9%
-9,6%
7,4%
7,8%
34,6%
15,4%
18,5%
-3,2%

USA % 1M
8,5%
7,3%
26,6%
16,8%
7,8%
15,6%
11,3%
12,2%
9,5%
0,3%

World % YTD
29,5%
5,1%
-33,9%
-7,6%
10,1%
9,1%
36,0%
13,3%
18,6%
2,8%

World % 1M
13,2%
7,9%
29,1%
19,3%
9,0%
15,8%
12,6%
12,5%
10,3%
5,3%

Source: Bloomberg 30/11/20.
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2.3. Performance Review, FX and commodities
Currencies
Against USD
YTD

1M

EURO

6,5%

2,4%

JPY

4,2%

0,3%

GBP

1,6%

2,9%

CHF

6,2%

0,9%

CNY

5,8%

1,7%

HKD

0,5%

0,0%

CAD

0,5%

2,4%

AUD

5,0%

4,5%

Against Euro
YTD

1M

USD

-6,1%

-2,3%

JPY

-2,0%

-2,0%

GBP

-4,8%

0,5%

CHF

0,2%

-1,5%

CNY

-0,9%

-1,0%

HKD

-6,0%

-2,4%

CAD

-6,0%

0,1%

AUD

-1,4%

2,0%

Against CHF
YTD

1M

EURO

-0,2%

1,5%

USD

-6,7%

-0,9%

JPY

-2,2%

-0,6%

GBP

-5,0%

2,0%

CAD

-6,1%

1,5%

AUD

-1,6%

3,4%

HKD

-6,2%

-0,9%

➢
➢
➢

USD weakened further this month. Strong EUR
and CHF.
Energy was the big winner in November.
Gold and Silver were weak.

WTI Crude Oil
Brent Crude Oil
Gasoline
Natural Gas
Gold
Silver
Platinum
Palladium
Aluminum (LME)
Copper (LME)
Corn
Wheat
Soybean
Coffee
Sugar
Cotton

% YTD in USD

% 1M in USD

-26,5%
-30,5%
-27,7%
25,1%
17,3%
26,3%
0,9%
24,8%
11,9%
21,9%
8,1%
4,4%
24,4%
-8,7%
7,2%
1,5%

26,7%
27,0%
19,0%
-16,9%
-5,4%
-4,3%
14,2%
7,5%
10,6%
12,8%
5,3%
-3,0%
10,6%
15,6%
1,0%
2,4%
Source: Bloomberg 30/11/20.
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3.1. Long-term investment strategy
➢

We think diversification into long-term themes will provide real benefits to traditional sector
allocation in the current investment landscape. Many sectors (such as the car market) are
disrupted and challenged by technological developments.

➢

Short term noise may bring volatility up but we focus on secular trends: implementation of our
Innovation-societal impact-environmental footprint 3-dimensional approach.

➢

Our equity exposure is centered around: Technology (Robots, Cybersecurity, Artificial
Intelligence), Biotechnology, Societal as well as Environmental impacts.

➢

We continue to look for opportunities to increase our equity exposure on weakness. But actual
levels are stretched.

➢

In a context of low interest rates, “bond proxy” equity dividend strategies (companies with solid
balance sheets) seem attractive to us. We focus on companies that could pay dividends again next
year.
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3.2. Current Asset Allocation
➢

Our current allocation is 47% Risky Assets*, 25% Investment Grade Bonds in our Balanced fund.

Asset
allocation

Equity allocation: neutral.
Bonds: neutral.

Cash: neutral.
Core allocation
Regions/
sectors

Equities

Investment
style, stock
selection

Duration

• Developed Markets (USA and Europe)
• Emerging Markets, China & Vietnam.
• Large cap non cyclical companies in Europe.
• Global growth themes.

• Equity hedges to reduce
beta exposure.

• “Bond proxy” dividend selection.

• L/S alternatives

• Sustainable finance strategies
• Short duration (short-term HY and mediumterm IG in Europe).

• Short duration in the USA.
Bonds &
currencies

Commodities

Tactical allocation

Bond
segments

• Investment Grade USD and Euro, High Yield
corporates EURO.

Currencies

• Neutral

• Duration partial hedging
(Short bund futures).

• Convertible bonds.

• Gold in client accounts

* Risky Assets = Equities + ( High Yield Bonds * 0.6 factor)
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4. Money Supply Growth fueling the rally & Vaccine
efficiency crushing bond volatility

Source: KBR, Bloomberg.
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4. Rally also visible in yield-to-maturity of Peripheral –
Increase in Negative Yielding debt Worldwide - Setting
new highs in Supply

Source: KBR, Bloomberg, FT, Refinitiv, LCD.
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4. Rally also visible in yield-to-maturity of Peripheral –
Increase in Negative Yielding debt Worldwide - Setting
new highs in Supply
EUR Investment-grade denominated non-financial issuance

EUR High Yield & Corporate Hybrid issuance

Source: KBR, Bloomberg, Credit Agricole CIB.
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4. And Hunt for yield continues

Source: KBR, Bloomberg.
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4. But some pockets remain attractive
➢ Banks in a nutshell
Covid impacts under control for now & interest rates low for longer: health crisis severely impacted economic environment/ asset quality to
deteriorate.
Regulation: thanks to Basel III implementation banks enjoying stronger position in terms of Capital/Liquidity/Asset quality & benefited from
massive regulatory relief allowing them to support the economy, delay in MREL (minimum requirement for own funds & eligible liabilities) final
implementation & Basel 4 (approved in 2017 for implementation in 2023).
Rating downward trend: banks ahead of negative action & especially sensitive for BBB- rated banks/ banks rating at risk due to negative actions
on Sovereign (Italy for instance) /differentiation between players (Fitch removing Swedish banks from its RWN (Rating Watch Negative) list.
No worrying trend yet: NPL (non performing loan) in EU.
Solid credit metrics to absorb the shocks.
No worry on buffers: CET1 MDA buffer remaining positive for all banks but large discrepancies between banks.
Selective Picks in Coco (convertible contigent bonds) & AT1 (additional Tier 1) bonds.
➢ There were fears of coupon cancellation following ECB asking lenders not to make payment dividends in March till January 2021, it looks like
dividend ban may not be extended beyond January.
➢ ECB and national regulators also reduced capital requirements to help banks continue to lend during the Covid crisis. When selecting these
instruments fixed income investors should look at the MDA (maximum distributable amount) buffer which is a safety margin for banks.
➢ If the buffer disappears, restrictions on bonuses, dividends and At1 coupons kick in. The MDA buffer is usually the lowest of the 3 main capital
requirement buffers: Common Equity Tier 1, Tier 1 or Total Capital.
➢ Banks in good shape asking ECB to allow them to resume dividend payments in January and also to help investors differentiate among their
credit quality and avoiding stigma.

Source: KBR, EBA.
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4. But some pockets remain attractive
➢ Emerging Market Outlook: Positive Combination of:
1. Financial channel though US Dollar liquidity & funding condition.
2. Commercial channel thanks to Chinese credit impulse & global cycle.
Global recovery in 2021: vaccine rollout buoying market sentiment & supporting both private and business confidence
Inflation : tame and low not only in advanced economies but in EM world as well (economic slack, well-anchored inflation
expectations).
Liquidity: abundant & very dovish Federal Reserve.
USD: weak dollar supportive for EM debt (spurring capital flows to EM, good for commodity prices & supporting EM currencies).
China: robust expansion, increasing demand for commodities.

Dotted
lines for
BNP
forecasts

But Debt sustainability: concerns likely to be in the spotlight again post-Covid crisis. Most vulnerable regions from the fiscal
imbalances point of view: LATAM Brazil, Chile, Colombia and Mexico, In Africa: South Africa & Egypt, Gulf countries Oman, Kuwait,
Bahrain and Asia: India, Indonesia, Thailand, Malaysia.
Source: KBR, IMF, National statistics bureau, BNP Paribas.
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4. But some pockets remain attractive
➢ ESG The Green theme : Central banks in their role of maintaining financial stability also taking into account climate risk.
ECB announcement: accepting sustainability-linked bonds as collateral accept from 1 January with potential
eligibility also for asset purchases under the APP and the PEPP subject to compliance with programme-specific
eligibility criteria.
1. ECB: working on the possibility of having a “carbon filter” applied on assets the ECB buys.
2. Framework to be used by the ECB to implement its bonds selection under a climate risk assessment still quite unclear with many
questions still to debate.

While flows into ESG bond fund lagging in the recovery of
US IG flows, remaining strong over the past 12 months.
In terms of performance: global green bond index
outperforming global aggregate credit i.e. Total return of
10,07% versus 8,20%.

Source: Bloomberg, Crédit Agricole, BNP Paribas, KBR.
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4. But some pockets remain attractive
➢ ESG The Green theme :

US
BIDEN PLAN
USD 2 trn accelerated inv estment ov er his term
1 Infrastructure

integrating more green spaces/new foundation for sustainable growth

2 Auto industry

creating 1 mio jobs, inv esting in electric v ehicle charging stations

3 Power

carbon pollution-free power sector by 2035

4 Buildings

upgrading 4mio buildings & weatherise 2mio homes ov er 4 y ears

5 Innov ation

reducing costs fot battery storage, negativ e emissions tech, renewable hy dgrogen

5 Agriculture & Conserv ation creating 250k climate-smart jobs

EU
2030 Climate change commitments (60% emissions reduction) / 32% renewable NRJ consumption
Resilience & Recovery Fund (RRF) (37% for green projects / 30% capital raised via GREEN BONDS / EUR 100bio social bonds issued under SURE programme
ECB
1 Strategic Rev iew

integrating more green spaces/new foundation for sustainable growth

2 Sustainable linked bonds SLB to be accepted as collateral
3 ECB 's Executiv e Board

nomination of Frank Elderson joining the Board in December

Source: KBR.
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4. World bond indices performance
3-year
annualized
retrun

5-year
annualized
retrun

Perf YTD End
November

Perf last 3
months

Global
Global Aggregate
Treasuries
Credit

7,7%
7,9%
8,7%

1,7%
1,6%
2,3%

0,9
0,5
1,3

7,5
8,7
7,4

40
10
100

4,49
4,38
5,40

4,54
4,47
5,50

USA
U.S. Universal
U.S. Aggregate
U.S. Gov/Credit
U.S. Treasury
Government-Related
Corporate
U.S. MBS

7,2%
7,4%
8,8%
8,3%
5,5%
9,4%
3,6%

1,0%
0,7%
1,0%
-0,2%
0,6%
2,7%
-0,1%

1,5
1,1
1,1
0,6
1,1
1,8
1,3

6,2
6,4
7,7
7,1
6,0
8,8
3,3

90
48
46
0
57
104
49

5,39
5,35
5,99
5,26
4,84
7,07
3,70

4,63
4,27
4,79
3,70
4,12
6,37
2,96

Pan Europe
Pan-Euro Aggregate
Euro-Aggregate

3,1%
3,9%

1,7%
2,1%

0,0
-0,1

8,3
7,7

44
50

3,18
3,07

2,07
2,64

Asia Pacific
Asian-Pacific Aggregate

0,8%

1,6%

1,2

8,2

7

1,28

1,46

High Yield
Global High Yield
US Corporate High Yield
Pan-European High Yield

4,4%
5,1%
1,0%

3,3%
3,5%
3,8%

4,9
4,7
3,6

4,2
3,5
3,5

454
412
369

4,28
5,68
2,95

6,86
7,58
3,79

Other
Global Inflation-Linked
Municipal Bond Index

10,3%
4,6%

1,9%
1,2%

1,2

4,8

4,67

3,89

Emerging Markets
EM USD Aggregate
Sovereign
Corporate
High Yield

4,9%
3,4%
6,5%
1,2%

1,8%
1,5%
2,4%
2,2%

3,7
4,1
3,9
6,4

7,0
9,0
4,8
5,7

5,09
4,11
5,82
2,64

6,28
5,80
6,81
6,01

Yield

Duration

Spread

303
320
347
577

Source: Bloomberg 30/11/20.
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5.1. Equities : A historic sector rotation
➢ We have seen a reversal of most of the Covid-19 positioning in November as markets welcomed
the vaccine news. An unambiguous rotation has taken place in favor of small caps, value and
cyclical, funded by lower allocation to cash, bonds and staples. This rotation was also driven by
the short-covering of short-momentum strategies.
FMS investors overweight small cap & EM and underweight cash & staples this month

Source : BofA Global Fund Manager Survey. Data as of November 18th 2020
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5.1. Equities : What to expect in 2021 ?
We expect the four following equities’ themes to perform well in 2021 :

➢ The green industrial revolution will be a key area of growth attracting important flows of
public and private sectors.
➢ Digitalization, automation and connectivity will continue to accelerate. We believe that
trends like home office, remote medical care, online shopping, cashless payments or home
schooling will continue to gain importance.
➢ Emerging market are increasingly attractive given their low valuations and the weakness in
the dollar.
➢ We recommend to hold stocks that will likely benefit from the economic rebound. Industrials,
materials, financials and selective consumer areas could experience a recovery in earnings
growth next year.
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5.1. Equities : Riding Covid-19’s green wave
Catalyst : While the Covid-19 pandemic has created an havoc around the world. Policymakers from
many countries grapple with the need to reignite their economies and took the opportunity to issue
stimulus packages containing direct or indirect support measures aimed at reducing carbon
emissions. Climate change related policies has gone viral in 2020.
Europe

USA

For its carbon neutrality in 2050,
Europe proposed a EUR750 billion
recovery fund called Next
Generation EU on top of its 7-year
budget of EUR1.1 trillion.

China

The Biden
administration is
planning a USD 2 trillion
clean energy plan over 4
years.

Japan

To achieve carbon neutrality in 2060, new
investment of around 138 trillion yuan
(US$20 trillion) will be needed between 2020
and 2050 in the energy system alone, over
2.5% of annual GDP, according to study.

Becoming carbon neutral by
2050, will require a public and
private sector investment of ¥11
trillion (US$106 billion) each year
according to study.

Where to invest ? : Europe has been a precursor in making Climate Change a priority and has
already started to defined its roadmap. These five core sectors will likely benefit the most from these
pools of capital: e-mobility, hydrogen, buildings, renewable energy and rail.

Renewables

E-mobility

Hydrogen

- To phase-out fossil fuel power, Europe will
launch a tendering scheme for 15GW of
renewable capacity over two years, with a
total investment of EUR25bn.

- Europe will have to install two million public
charging and alternative refuelling stations
by 2025.

- Europe will have to increase iits production
capacity of renewable hydrogen electrolysers
to 40GW by 2030 and will require between
EUR180bn and EUR470bn in investments by
2050

Note : These numbers are based on EU’s proposed
recovery package and need to be voted.

Green Building

Rail

- Europe will need to increase its current
renovation rate from 1% to 3% per year and
plans to provide EUR91bn a year in grants
and loan for building renovation projects.

- Europe could agreed on a EUR40bn package
for passenger and freight rail.

Source : Kepler Chevreux,
Climate Change & Natural
Capital, 15.09.2020
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5.1. Equities : Emerging Markets
➢ Progress in the race for an effective Covid-19 vaccine (including the Oxford-AstraZeneca which, with
its less demanding storage and transportation requirements, is well-suited to the developing world)
has fueled optimism over the global economy. Emerging market currencies and stocks have been the
big winners, rallying in the past few months, while bonds have also caught up.
➢ This optimism is based on the forecast of a global economic recovery, helping emerging markets in
particular given the catch-up potential presented by their low valuations.
➢ In addition, a weakening dollar offers foreign investors the prospects of currency gains on top of
generous dividends and interest rates. A weaker dollar also makes it easier for emerging countries to
repay dollar borrowings, and boosts earnings for commodity exporters. as contracts priced in dollars
become more valuable in local currencies.
Cumulative flows to emerging market assets:
MSCI Emerging Markets indices, rebased

mutual and ETFs ($bn)

Source : FT, EPFR, Refinitiv.
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5.1. Equities : Playing the economic recovery
➢ The Covid-19 vaccine breakthrough has unleashed a shift from investors into cyclical stocks this
should continue into 2021.

➢ Companies beneficing from the economic recovery will likely be industrials, materials, financials
and selective consumer areas. We recommend to continue to hold exposure to the sectors
operating best through the pandemic like technology, health care and communication services
and consumer discretionary.
➢ We recommend to stick with quality stocks, low debt and strong cash flow, as we could see a rise
in default rates with the end of public subsidies.”
S&P 500– Earnings Growth vs Valuation

Source : Factset, Raymond James Equity Portfolio & Technical Strategy, 24.11.2020
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5.2. ESG highlights
➢

One of the major criticism toward China’s multilateral trade deal (RCEP) is the lack of provisions
for environmental and labor standards, which are always demanded in negotiations involving the
EU and US.

➢

We believe that the RCEP should prompt Europe and US to regroup their forces against China’s
growing influence. They have to build stronger trade defense mechanisms to confront China’s
trade practices. We expect environmental considerations to be on top of their agendas.

➢

Could a strengthened cooperation between EU and US opens the door to a new era of global
climate governance ?

Source : «What is ESG?», Credit Suisse.
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6.1. Cross Assets: Gold
➢ Gold has recently come under pressure due to the seismic shift in investor risk appetite on the positive
news flow around Covid-19 vaccine. For the medium term, we continue to consider that the massive
injections of liquidity and the likelihood that rates will remain capped for some time a key support for gold.
➢ The ongoing recovery should encourage an improvement in jewelry demand, especially in China which
represents about 30% of this demand.
➢ On the other hand, ETFs have continued to record inflows, even if it was at a slower pace than the first half
of 2020.
➢ Finally, the expected depreciation of the US dollar should also continue to support the precious metal.
Gold vs. 4 largest central banks aggregate balance sheets

Gold demand (tonne)

Source: Bloomberg Finance L.P; Pictet Trading Strategy.
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Conclusions
➢

European new cases curve is descending. Governments are easing
measures. Hopes of V-shape recovery are fading. USA are still under
pressure of the second wave.

➢

Vaccine arrival is a game changer in the medium term.

➢

Central Banks are your friends (more than ever) !

➢

Look for decorrelated assets and strategies.

➢

Avoid Zombie company bonds, crisis will impact default rates !

➢

The global economical situation should benefit to Emerging markets
and continue to put pressure on USD.
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Appendix
1. Global bonds, MSCI World equities, US 10 year yield
2. Equities vs bonds ?
3. Bitcoin
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Appendix 1: Global bonds, MSCI World equities,
US 10 year yield
➢

Can interest rates go lower?
Global bonds, MSCI World equities, US 10 year yield

?

Source: Bloomberg, 30/11/20.
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Appendix 2: Equities vs bonds ?
➢

Dividend yields are again higher then interest rates on both sides of the Atlantic.

Eurostoxx 50 dividend yield vs 2-year Bund yield (blue)

S&P 500 dividend yield vs 2-year US Treasury yield (blue)

1.6585
2.8354

-0.6870
0.1485

Source: Bloomberg, 30/11/20.
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Appendix 3: Bitcoin
BTC / USD

All-time highs !

Source: Bloomberg, 30/11/20.

Weisshorn Asset Management IC 12/2020

39

Disclaimer :
This document is made available exclusively to clients of Weisshorn Asset
Management under discretionary portfolio management who has expressly
requested to receive such information and documents (such as analysis, research,
report, commentary and/or fact sheet). It shall not be communicated to any third
party.
The information and opinions (including positioning) contained on this document
are for information purposes only and is not a solicitation, offer or recommendation
to sell or acquire any securities, effect any transaction or to enter into any legal
relations. More particularly, no information, document or opinions (including
positioning) provided on this website regarding services or products shall constitute
or be construed as an offer or solicitation to sell or acquire securities or other
instruments in any jurisdiction where such offer or solicitation is prohibited by law
or in which the person making an offer or solicitation is not licensed or registered to
do so or to any person to whom such offer or solicitation is contradictory to local
law or regulation. Any such prohibited offer or solicitation is void and Weisshorn
Asset Management will disregard any communication received in respect thereof.
Past performance should not be taken as an indication or guarantee of current or
future performance, and no representation or warranty, express or implied, is made
regarding future performance. Clients are urged to be assisted by professionals to
assess the possibilities and risks associated with any financial operation before
making any investment or other decisions.
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