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Investment Committee September 2021

1. Macro views
2. Market review
3. Investment strategy

4. Bonds
5. Equities
6. Green Gazette

7. Cross Assets

Source: Illustration by KAL, The Economist.
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1.1. Market highlights
➢

Most equity indices continued their rally this summer and reached all-time highs (even in
Europe). Chinese equities are still under pressure due to regulatory crackdown and global
economic slowdown.

➢

Q2 earnings were strong again. Investors are expecting Sales and Profit growth to slow for
the second part of the year.

➢

Fixed income market was quite with stable long-term rate and credit spreads that remain at
very historic low level. The entire German yield curve was momentarily totally negative
during August!

➢

Economic data highlights that the US’s economy might have passed peak recovery, while
the European economy should continue to expand.

➢

Bye-bye Mutti…German election (September 26th) will be very important for the future of
Europe. Polls suggest that a coalition seems inevitable.

➢

Xi Jinping has announced a series of measures to mark the 100th anniversary of the party.
Data protection, antitrust and common prosperity are at the center of the concerns. Many
Chinese companies have already been hit by these decisions. Therefore, politics takes over
the Economy.

➢

Withdrawal of US troops from Afghanistan leaves the country in total chaos. This military
failure could strengthen China’s desire to take control of Taiwan. This scenario would be at
our eyes the main potential “black swan” for markets.
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1.1. Market highlights
➢

Jackson Hole: non-event, let’s wait for the next FOMC meeting (September 22). By the way,
the market has been well prepared for a tapering to start next year. Tapering is not
tightening.

➢

After a stellar H1, most commodities are in a consolidation mode. Bottlenecks are easing
but not everywhere…chips shortage remains a real issue for car producers.

➢

Covid: the Delta variant wave surges through the world. Scientific are talking about a need
of a third dose (knowing that many countries are waiting for their first one…). Local
lockdowns may punctually put pressure on economic growth but should not reverse the
trend.
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1.2. Inflation: only transitory or a secular upswing ?
➢

Core inflation (excluding food and fuel), was only 0.3% in July, compared with 0.9% in June. That sounds
good, but it is still 5.4% year-on-year, as it was a month earlier. The greatest relief was that July was in
line with average expectations.

➢

Some extreme transitory effects appear to have peaked or even fallen back (as did lumber and iron ore),
but the fact that the headline level is unchanged suggest that inflation pressure is still growing, albeit at a
much less startling rate. It is still difficult to know whether this is transitory or a secular shift.

Source: Mirabaud. Bloomberg. John Burns Real Estate Consulting LLC.
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1.2. Inflation: only transitory or a secular upswing ?
➢

Shelter and used cars have suffered eye-popping inflation since the pandemic started. This measure
has ticked down, but is still sitting at a level never previously seen this century.

Source: Mirabaud.
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1.2. US Labor Market
➢ The biggest component of inflation is wages. And, as long
as wage growth is not substantial and sustainable,
inflation should only remain transitory. Unemployment
programs are scheduled to end on September 6, so we will
quickly see the potential impact on the labor market and
on US wages.
➢ One of the sharpest rises of US wages to the S&P 500
came following the Spanish flu. There were, however,
plenty of other things going on at the time (the WWI
ended, the US suffered a recession, succeeded by a sharp
recovery).

Source: Mirabaud. S&P Dow Jones Indices via FRED. The Washington Post. Bureau of Labor Statistics.
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1.2. US Labor Market
➢

8.6 millions are unemployed, but at the same time we have 10 millions of job openings, many of which do
not require advanced education.

➢

What is going on? Back in 2008, there were 7 workers for each available job. That number slid
dramatically in the following years, until Covid struck. The pandemic briefly raised this ratio but it is now
back where it was, resuming its prior trend. Baby Boomer retirements combined with fewer young people
entering the workforce are contributing to a serious labor shortage, even without the pandemic distortions.

Source: Indeed, BLS.
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1.2. China’s Stock Market Turbulence: a Timeline
➢

Shortly after celebrating the 100th anniversary of the Communist Party, the Chinese government sharply
intensified its campaign on antitrust regulation to limit the power of internet groups that it considers
damaging to social stability and national security.

➢

It has so far targeted sectors ranging from gaming, e-commerce, ride-hailing and education.
Nasdaq Golden Dragon China Index

China issues revised antitrust
rules for internet firms

China releases new rules targeting
unfair competition on the internet

Alibaba is fined 18.23B
yuan in China’s antimonopoly investigation

China orders local app
stores to remove
Didi’s app, days after
its IPO in US

Ant Group’s IPO is suspended

China opens an anti-monopoly
investigation into Meituan

US Congress passes bill
that would delist Chinese
companies not following
US auditing rules

China's Communist Party turns 100
President Trump
signs the bill

China issues new regulations
on private education sector

China will propose new
regulations to block
companies with sensitive
consumer data from
floating shares in the US

Online gamers
under 18 will be
forbidden from
playing video
games for more
than 3 hours a
week

State-owned media described video games as “opium” and said it should be regulated

Source: Bloomberg, .
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1.2. China’s Stock Market Turbulence: Call for Wealth
Redistribution
➢

After decades of economic liberalization, Beijing has now shifted its focus to “common prosperity”
and stronger regulation of high incomes, in a latest sign that the crackdown on technology companies
is expanding to encompass broader social goals.

➢

While it remains unclear how exactly the government will achieve that objective, a campaign of wealth
redistribution with taxes increase for the rich does seem fairly certain.

➢

China’s wealth gap has grown enormously over the past few decades, with the wealthiest 20% of
society earning more than 10 times the bottom 20%.

Source: Bloomberg, UBS, PWC.
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1.2. China’s Massive Outflows
➢

The measures have already knocked tens of billions of dollars off the value of Chinese companies.

Source: Bloomberg, MSCI Inc.
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1.2. China slows more than expected
➢

China’s Covid strategy is to respond swiftly to any smallest outbreak, testing and isolating massively.
But the containment-at-all-costs approach has an economic cost. Consumption and manufacturing
slowed in July, with further weakness expected for August when infections peaked and measures to
control them intensified.

➢

Since the virus seems likely to persist in some form, we will likely see more such swings in China’s
economy.

➢

Goldman Sachs, JPMorgan
and Morgan Stanley all
slashed their China Q3
growth forecasts on
concerns that the resurgent
Covid could crimp economic activity. They, however,
also predicted an offsetting
hike to Q4 growth which is
expected to benefit from
both activity normalization
and policy support. This
leaves their full-year 2021
projection modestly lower.

Source: National Bureau of Statistics, Bloomberg surveys.
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1.2. Covid & Vaccine
➢

➢

➢

Infections are soaring again and lockdowns are reimposed in some regions (Israel, Vietnam, Malaysia,
China, New Zealand, etc.). This could be explained, for some countries, by a lower vaccination coverage
of the population.
Another factor could be that the protection conferred by vaccines may fade over time faster than
anticipated, increasing the risk of spiking infections and leaving those who were vaccinated first, at
increasing risk of infection and serious illness.
This, if confirmed, could have an impact on the
economy. An increasing number of economists and
political institutions are lowering their forecasts for
2021, believing that the recovery could be more
muted than expected and that the pandemic could
weigh again on the economy. We believe, however,
that consequences on financial markets should
remain limited.
Case rates in Israel have recently climbed almost as quickly
among people with two doses as among the unvaccinated

US Weekly Covid-19 hospital admissions per million people

US Daily Covid-19 deaths per million people

Source: FT. Longview Economics, Macrobond. Department of Health & Human Services, Ourworldindata.
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1.2. PMIs

Source: Bloomberg, 31/08/2021
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1.3. Long term views
➢

Thanks to fiscal and monetary support measures, there has been no “destruction” of demand. Governments around the
world will extend or renew their support to the private sector. Should the delta variant threaten the economy, authorities
and central banks would provide more stimulus. There is currently no limit to government spending because there is no
price to pay. Fiscal and tax policies are now a major component of recovery scenarios, it is a paradigm shift.

➢

The commercial and political tensions between the USA and China (and incidentally Russia) will remain, with the rise in
economic power of China. The latter is behaving more aggressively. This should not prevent some cooperation, but the
creation of two rival blocs is inevitable. The Taiwan issue could/will become a source of instability. The world will have
two deal with two technological, military, and economic powers (Asia-China, Occidental-US). Asia remains the engine of
global growth along with the USA.

➢

Covid-19 reinforces the trend toward deglobalization or less globalization. Robotization, AI and data management, are
themes that have many years to go. There are huge investments to be made, it is like starting a new economy from scratch.

➢

Rates will stay low; Central banks will finance the excess spending. “Unlimited” spending could last if confidence remains.
Europe lags but will recover and catch up in the second half of the year. Find bond proxies, with low correlation to
equities and higher expected returns.

➢

Real interest rate will continue to sink, especially in the US. US twin deficits will grow; a long-term weakening of the dollar
is likely. US real rates are at their lowest in 25 years, so the price of TIPS is at its highest. It remains within the realm of
possibility that the FED will not raise its key rates, even if inflation turns out to be stickier than initially expected. It is a
nonconsensual view.

➢

Europe made a first step toward a fiscal union in May 2020, Europe, as a political entity will be able to levy taxes, it was a
game changer for the region. It strengthens the credibility of the Euro. The COVID-19 crisis and Brexit are opportunities
to deepen European integration. The important question which remains is: will the Stability pact be reinstated, if yes,
when? Carefully watch the outcome of the next general election in Germany (September 26th). Meanwhile Europe
remains a patchwork of countries with no significant political weight on the world stage, Afghanistan is a good example of
this: who cares about what Europeans think?
Source: Premyss.
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1.3. Long term views
➢

Fight against global warming remains a mega theme. Demand will be strong in low carbon emitting infrastructure and
green energy, thanks to new regulation and government spending. A greener capitalism is underway. However, it is still
impossible to do without oil and traditional energy supply sources for decades to come. ESG constraints could force supply
lower, with higher prices as a result.

➢

Is gold still in a bull market? It is a hedge against low (or lower) real interest rates, the opportunity cost is nil. It is a good
portfolio diversifier. Gold remains a building block of any portfolio in the current environment.

➢

Has the Nasdaq/Tech “candle” (sharp upward acceleration at the end of a multi-year uptrend, which at one-point reverses
quickly) started its downward phase? The answer is no, top line growth remains elevated for most corporations active in the
digital economy.

➢

Equities will deliver better (real) returns than bonds over the next ten years but expect lower than average historical
returns, if economic growth remains healthy. Valuations are high, even if lower than the beginning of the year thanks to
strong earnings growth. Comparison with past cycles is tough because intangibles are a good chunk of the balance sheets
nowadays and risk-free rate is nil.

➢

Every bull market goes up in stages. A consolidation is probable and even desirable. There is no reason to expect a crash
without an external shock.

➢

A change in fiscal policies is a risk for equity markets. It seems unlikely that this risk will materialize in 2021. On the other
hand, a reduction in securities purchases by central banks (tapering) in the coming months won’t call into question the
current investors optimism.

➢

Portfolio volatility should be managed through option strategies.

➢

Investments in straight government and corporate bonds should be made using the cheapest possible vehicles, if and when
one has to buy. Avoid sure loss-making securities.

➢

Crypto assets are becoming increasingly popular, thanks in part to the network effect and ease of use. Decentralized finance
is a fast-growing industry. It is cheaper and more rewarding than traditional finance. It is likely that in five to ten years, a
significant portion of the financial sector's revenue streams will have gone to DeFi.
Source: Premyss.
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2.1. Equity Performance Review
➢

Most markets performed strongly as the earnings season was outstanding with companies reporting skyhigh results.

➢

China’s crackdown rocks investors. China mainland listed stocks were a better shelter than Hong Kong
ones. Hong Kong has an high exposure foreign capital and most of the Chinese tech leaders are listed in
Hong Kong rather than onshore.

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
16,8%
20,4%
18,4%
0,6%
14,8%
14,7%
10,8%
17,0%
12,1%
6,2%
13,7%
12,6%
-4,2%
-5,3%
3,1%
21,4%
-27,6%

% YTD in EURO
20,2%
23,9%
21,8%
3,9%
18,1%
18,0%
14,1%
20,3%
15,4%
9,6%
17,0%
16,0%
-0,6%
-1,9%
6,8%
24,8%
-24,1%

% 2M in USD
4,1%
5,2%
5,2%
-10,0%
2,8%
3,6%
0,6%
2,2%
1,5%
-0,1%
3,2%
5,0%
-1,5%
-10,4%
-1,4%
1,8%
4,1%

% 2M in EURO
4,5%
5,6%
5,6%
-9,6%
3,3%
4,0%
1,0%
2,6%
2,0%
0,3%
3,6%
5,4%
-1,0%
-10,0%
-0,9%
2,2%
4,5%
Source: Bloomberg 31/08/21.
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2.2. Sector Performance Review
➢

Tech companies and Utilities were among the best performer in Europe and US.

➢

Consumer Discretionary was down for different reasons : Xi’s clampdown on luxury, automakers
cutting production due to a shortage of semi-sectors…

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

Europe % YTD
17,0%
11,9%
16,9%
21,0%
20,4%
23,9%
36,8%
22,8%
17,5%
5,1%

Europe % 2M
-2,6%
0,4%
-1,2%
3,5%
6,1%
6,0%
12,9%
4,7%
2,3%
6,3%

USA % YTD
12,7%
7,4%
26,6%
29,9%
18,9%
17,6%
21,6%
17,7%
29,3%
8,7%

USA % 2M
2,5%
3,7%
-11,1%
4,4%
7,1%
1,8%
7,4%
3,8%
8,5%
7,9%

World % YTD
11,5%
7,5%
22,6%
24,9%
17,2%
15,6%
21,6%
14,2%
23,6%
6,2%

World % 2M
1,1%
2,2%
-7,4%
3,5%
6,6%
3,0%
7,6%
2,6%
5,9%
6,4%

Source: Bloomberg 31/08/21.
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2.3. Performance Review, FX and commodities
Currencies
Against USD
YTD

2M

EURO

-3,3%

-0,4%

JPY

-6,6%

1,0%

GBP

0,6%

-0,5%

CHF

-3,4%

1,1%

CNY

1,0%

-0,1%

HKD

-0,3%

-0,2%

CAD

0,9%

-1,8%

AUD

-4,9%

-2,4%

Against Euro
YTD

2M

USD

3,4%

0,4%

JPY

-3,0%

1,4%

GBP

3,9%

-0,2%

CHF

0,0%

1,5%

CNY

4,7%

0,4%

HKD

3,0%

0,3%

CAD

4,2%

-1,3%

AUD

-1,7%

-2,1%

Against CHF
EURO

YTD

2M

0,0%

-1,5%

USD

3,3%

-1,1%

JPY

-3,0%

-0,1%

GBP

3,9%

-1,7%

CAD

4,2%

-2,8%

AUD

-1,7%

-3,6%

HKD

3,0%

-1,2%

➢

After
having
risen
substantially,
most
commodities gave back some of their year’s gains
as supply shortfalls eased.

➢

Natural Gas prices soared on strengthening
demand.

➢

Strong CHF and JPY.

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

% 2M in USD

41,2%
40,9%
62,1%
73,3%
-4,5%
-9,5%
-5,3%
0,9%
37,3%
22,6%
10,3%
10,3%
-1,3%
50,8%
28,1%
20,2%

-6,8%
-2,8%
1,7%
20,9%
2,5%
-8,5%
-5,5%
-11,2%
7,7%
1,6%
-25,8%
5,2%
-10,4%
21,4%
12,5%
11,8%
Source: Bloomberg 31/08/21.
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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.
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3.2. Current Asset Allocation
➢ Our current allocation is 55.8% Risky Assets*, 17.5% Investment Grade Bonds in our Balanced EUR model.
Asset
allocation

Equity allocation: neutral.
Bonds: underweighted.

Cash: neutral.
Core allocation

Equities

Regions/
sectors

• Developed Markets (USA and Europe).

Investment
style, stock
selection

• Global growth themes.

Duration

• Emerging Markets, China & Vietnam.

• “Bond proxy” dividend selection.

Tactical allocation
• UK basket.

• L/S alternatives.

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

• Short duration in USD.
Bonds &
currencies

Commodities

Bond
segments

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

Currencies

• Neutral.

• Sustainable Convertible
bonds.
• Crypto basket.

• Gold.

* Risky Assets = Equities + ( High Yield Bonds * 0.6 factor)
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4. Fixed Income Main Indices Performance & Characteristics
US IG Corp
US Treasuries
US Inflation Linked
US High Y ield
Weisshorn GB EUR
Euro IG Corp
Euro Govvies
Euro Inflation Linked
Euro High Y ield
EM IG Corp USD
EM Sovereign USD

Y ear-to-date
31.08.2021
-0,06%
-0,16%
4,29%
4,64%
2,00%
0,31%
-1,77%
4,11%
3,78%
0,77%
0,41%

Change in bps OAS
31.08.2021
-11

Spreads in bps

Duration in years

88

-65
NA
-7

321
199
86

-52
-24
-5

303
134
281

8,43
7,39
4,81
4,07
4,2
5,37
8,73
4,98
3,39
7,04
8,72

Year-to-date Fixed Income indices total return

Source: KBR, Bloomberg.
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4. The Federal Reserve’s tapering on horizon: QE4 Exit
Key takeaways from Jay Powell’s speech at Jackson Hole
1.
2.
3.
4.

Tapering on for this year provided the economy proceeds as expected.
De-linking tapering from rate policy with separation tapering from lift-off.
Inflation qualified as transitory with upside risks (Powell introduced 5-point dashboard: wages/expectations/highinflation categories' dynamics/broadening of price pressures & global forces).
Powell supporting academic papers emphasizing benefits of sustained accommodation.

Source: KBR, Bloomberg.
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4. The Federal Reserve’s tapering: Taper 2.0
Not a question of if but when…
1.

In all 4 episodes of Federal Reserve Quantitative Easing i.e. Nov 25 2008 / Nov 3 2010/ Sep 13 2012 / March 15 2020:
real yields falling by a median of 70bps.

AND
2. In 1 episode of Federal Reserve Taper (1.0) Dec 19 2013 (discussed on June 19 2013): real yields rising by 90bps in just 4
months.
❖ No taper tantrum expected this time however with QE4 taking 10yr real rates to lowest level since 1997 at below 1%, the exit from QE or Taper 2.0 triggering some normalization of real yields.
❖ Supply/demand dynamics negative for TIPS (Treasury Inflation Protected Securities) in 2022 as Fed being largest
buyer of TIPS issuance with a take of > 55% and with Taper on the horizon…
❖ Carry fading: by at least 4bps/month in September and through Fall with weaker CPI seasonal & CPI base effect
particularly unsupportive next year unless CPI number resuming its upward trend.

Source: KBR, Bloomberg.
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4. Is China facing the end of the golden age ?
What could be implications for its bond market
China facing 3 challenges at the same time:
1.
2.
3.

Macro economic slowdown: long-term growth challenges back in the spotlight.
Policy jitters: growing unease about Xi’s commitment to free capital markets.
Virus resurgence: quarantines implemented, closure of the 2nd biggest port etc…jeopardizing China’s Zero-Covid policy.

Source: KBR, Bloomberg.
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4. Is China facing the end of the golden age ?
What could be implications for its bond market
➢
➢
➢

Reserve Requirement Ratio -commonly called RRR*- cut by 50bps in early July to 12% freeing up RMB 1 trillion of liquidity into the banking
system. Not representing a pivot towards concerted easing but rather a counter to address deficiencies & positive implications on banks,
property sector and LGFV (Local Government Financing Vehicle).
Central Government’s policy stance towards LGFV: balanced between maintaining stable refinancing environment for LGFV with poor credit
metrics on a standalone basis while addressing ramping new debt.
Local SOE (State Owned Enterprises) space: debt restructuring happening at a faster pace but noteworthy mentioning that no public bonds
SOE defaulted so far this year.
Navigating through China corporate bond complex

* RRR: “From September 2017, PBoC started to conduct "targeted Required Reserve Ratio cuts"
to support medium and small sized enterprise. Such rate cuts would only be given to inclusive
banks or institutions satisfies certain criteria. This information is bank specific and usually not
public released on regular basis” from Bloomberg.

1.

AMC: 4 Chinese AMCs created in late ‘90s to deal with bad
debt & having 20 to 45% of total assets in distressed debt
assets (Huarong, Cinda, Orient & Great Wall)
(systematically important).
2. SOE s: avoid SOE operating in a tough industry & having a
bigger debt pile than private companies.
3. Offshore (creditors are frequently structurally subordinated
& might or not bear a guarantee from the company
onshore) versus Onshore.
China 3 Red Lines for Property Firms
8 out of 10 most-indebted property developers based in China
forcing the Government to draft 3 red line metrics that these
companies have to meet to borrow more (if a firm passing the 3
below, allowed to increase borrowing to a max 15% over the
next year), 3 thresholds:
1. A 70% ceiling on liabilities to assets (excl. advance
proceeds from projects sold on contract).
2. A 100% cap on net debt-to-equity.
3. A cash to short-term borrowing ratio of at least 1.
NB. Noteworthy mentioning that Property Dev debt growth
slowing from 53% in ‘17 to 16% in ‘19 (therefore limited
impact).
Source: KBR, Bloomberg.
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4. Is China facing the end of the golden age ?
What could be implications for its bond market
➢
➢

China Dollar Bonds: amount of USD bonds from Chinese issuers yielding more than 15% totaling USD 53,5bio (circa 92%
amount from 126 bonds with such yield issued by real estate firms).
Yield on China’s junk-rated USD notes dropping to 12% (see below).

Source: KBR, Bloomberg.
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4. Is China facing the end of the golden age ?
What could be implications for its bond market
China Corporate Bond defaults
1.
2.

New onshore corporate defaults reaching circa 168,6 bn yuan (USD 26,07bn) in 2021 incl. 29 private & 92 public offerings.
Offshore corporate defaults totalling USD 7,2bn (13 in USD & 3 in EUR) (size of Chinese USD bonds 860 bn).

Conclusion: Actions taken by the Government to help stabilizing -for instance- the property market will bear fruits over time
while the weakest players will continue struggling accessing to fresh funding. We view value in some selected issuers with
decent credit metrics especially on a standalone basis enjoying a long track-record but a safer way to play the recovery in
prices should be done through a selected fund.

Source: KBR, Bloomberg.
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5. Equities : Takeaways from the earnings season
Strong momentum on revenues and earnings:
➢

With 93% of the S&P 500 reporting their results, 87% beaten top-line and bottom-line
expectations. We note that earnings surprise levels were not materially different between the
value and growth equities. Going forward, we expect quality of earnings to matter more than
style for investors.

Earnings in US and Europe has hit all-time records and should softened from here. The macro
environment remains supportive for equities.
% of companies reporting above estimates

S&P500 revenue growth rate (Y/Y)

Source : Factset, Earnings Insight as of August 13th 2021
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5. Equities : The pattern in earnings expectations
Changes in trend of earnings expectations:
➢ Historically, earnings expectations tends to be too optimist around New Year and normalize
through the year.
➢ Earnings expectations have seen a strong upward revisions in 2021, while forecasts keep rising
for 2022 and 2023.
➢ Supply bottleneck and inflation will impact profitability in some sectors. We recommend to focus
on companies with strong pricing power and high quality of earnings.
The pattern in earnings expectations

Source : Bloomberg Finance L.P., DWS Investment GmbH as of 17th August 2021
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5. Equities : China’s crackdown on wealth inequality
➢ China is a critical market for many luxury brands.
In 2019, the country accounted for 34% of global
sales in luxury products and represented 90% of
the market growth and 29% of all online sales.

China’s share in the Global Luxury Market in 2019

➢ The Chinese government is working on
regulations to improve wealth redistribution.
Delivering “common prosperity” is becoming a
central theme for policy makers. The risk of
higher taxes (and other measures) may curb
spending in luxury goods.

➢ Luxury names have been wobbling on China's
wealth redistribution plans.

Source : Bain & Company, by Kepler Chevreux

Luxury sector – Sales exposure in Mainland China and to the Chinese consumer worldwide pre Covid-19

Source : JPMorgan
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6. Green Gazette
➢ Nissan to build UK’s first GBP 1bn electric
vehicle battery plant. As a result of that
investment 6000 jobs will be created.

➢ Volvo, Daimler Trucks and Traton, Europe’s
three largest truckmakers, plan to roll out a
dedicated superfast charging network for
haulage vehicles and coaches to help
accelerate their shift to the electrical era. They
will invest EUR 500m in 1700 chargers, there
is only now 10 charging stations in the whole
of Europe.
➢ European emissions rules (called Euro 7) due
to come into force as soon as 2025 are likely
to make petrol cars less profitable than
electric models, signifying a landmark
moment for the automobile industry,
according to one of Volkswagen’s most senior
executives.
➢ The commission’s target will amount to a de
facto ban on diesel and petrol cars by 2035.
➢ The EU unveiled 13 policies designed to tackle
climate change by ensuring the continent
meets its goal of reducing average greenhouse
gas emissions by 55 % in 2030 and net zero
by 2050 against 1990 levels. Aviation and
shipping will face a tax for polluting.
Source: MSCI, Julius Bär.
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6. Green Gazette
➢ Tesla co-founder JB Straubel’s battery recycling
start-up Redwood Materials has raised more
than USD 700m. It aims to create a “closed-loop”
supply chain for electric vehicles in the US with
the renewal and re-use of car battery materials
eliminating the need for the environmentally
damaging process of mining for new raw
ingredients….(and reducing the dependency of
China rare earth ?)
➢ The ban on CFCs cuts global warming by
restoring the ozone layer. Thanks to the
Montreal protocol of 1987, CO2 levels are 30
percent lower, more than anticipated according
to research published in Nature.
➢ Maersk goes green with the order of eight new
vessels capable of carrying 16’000 containers
each. The ships will be powered with green
methanol that would be produced from
“biongenic” CO2, that is, from natural sources as
well as renewable energy. Each vessel will have a
dual-fuel technology. They will last 20-25 years.
➢ Green bashing ! US authorities are investigating
Deutsche Bank’s asset management arm, DWS
Group, after the firm’s former head of
sustainability said it overstated how much it used
sustainable investing criteria to manage its
assets.
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7. Cross Assets : Europe’s carbon market is booming.
➢ For many highly polluting industries (aviation, mining,…), carbon dioxide emissions are capped
and the surplus allowances can be bought and sold since 2005. The cost of polluting in Europe
has boomed, as the EU Parliament will reduce its carbon emission by 55% in 2030 (compared to
1990 level).
➢ High gas prices, supply uncertainties and upcoming reforms have supported the rally.
Why have carbon prices surged?

Source : ICE, BloombergNEF; as of 30/8/2021.
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Conclusions
➢

The bull market is still in place and actual economic environment
continues to feed it.

➢

Central banks are your friends !

➢

Covid will continue to be part of our lives, but markets have integrated
that.

➢

Look for decorrelated assets and strategies.

➢

China “imperialism” is the most potential “black swan” for markets and
for World stability.
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Appendix
1. Equities vs bonds ?
2. Bitcoin
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Appendix 1: 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)

2.0647

1.3031

-0.7135

0.2093

Source: Bloomberg, 31/08/21.
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Appendix 2: Bitcoin
BTC / USD

Source: Bloomberg, 31/08/2021.
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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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