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1.1. Market highlights
➢

False start on the world's stock markets in January. J. Powell's more hawkish tone sent a wave of panic,
especially on growth stocks.

➢

Due to their value bias, European indices have held up better than the US. The S&P500 was down
5.26% whereas The Eurostoxx 600 lost 3.88% “only”. The Nasdaq sank by 8.52%.

➢

Interest rates and credit spreads moved as well higher on developed economies. The European yield
curve (2/10y) steepens by 10 bps as the US one flattens by 18 bps due to the take-off of the 2y yield.

➢

Omicron is spreading around the World but hospitalizations are falling, which has allowed some
countries to start lifting health measures.

➢

IMF has revised downwards its World GDP growth forecasts (especially for USA and China) for 2022,
but should stay above the average growth pre-covid.

➢

Crude oil soared by 17.2% on higher demand and geopolitical tensions. Many brokerage firms as
Goldman Sachs or UBS see it going over $100 soon.

➢

Cryptos have suffered risk-off mode of investors in January. As is often the case, all asset classes tend to
converge during selling panic.

➢

Geopolitical tensions are increasing around the World. Russia/Ukraine, China/Taiwan, North Korea,
etc…It remains a major “black swan” for markets.

➢

Mattarella has been reelected as Italy’s President. Draghi keeps its role of Prime Minister. This statu
quo is the best scenario for the continuity of the country’s reforms.
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1.2. Rising Caseloads, a Disrupted Recovery, and
Higher Inflation
The International Monetary Fund (IMF) lowered
its 2022 global growth forecast to 4.4% down
from 4.9% due to :

➢

The ongoing pandemic is a concern with
only 55% of people having received at least
one dose worldwide.

➢

The disruptions in supply chains held back
a broader recovery in 2H2021 and will
continue to impact 1H2022.

➢

Inflation continues to rise across regions
due to several factor (food, energy, clogged
ports, …). Inflation will average 3.9%
(previously 2.8%) in advanced economies
and 5.9% (previously 5.1%) in emerging
and developing economies this year
according to IMF.

➢

Geopolitical tensions have escalated.

➢

Monetary
globally.

conditions

have

tightened

Source: : IMF, World Economic Outlook, January 2022
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1.2. Global PMI
➢

Global PMI are accurately reflecting the current economic cycle in each region of the
globe.

➢

Asian countries are below 50 which mean they are in a contraction territory. In expansion
territory we find the US PMI standing above the 50 level and the European countries
comprised between 52.7 and 54.7.

Source: Bloomberg, 31/01/2022.
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1.2. Rising geopolitical tensions
Growing tensions between Russia and the West has been challenging for financial markets.
➢
➢

Ukraine has had a partnership with NATO since 1992. Joining the alliance would allow Ukraine to
build a closer relation with US and pull it out from Russia’s sphere of influence.
Russia is demanding a veto on further NATO
enlargement eastwards especially for Ukraine and
Georgia. To recall, Russia invaded Georgia in 2008
and then seized Crimea from Ukraine in 2014.

➢

Russia is testing the willingness of NATO members
in defending their interests by deploying more
than 100’000 solders near Ukraine in January.

➢

Any military interventions or the introduction of
economic sanctions could negatively impact
European markets. Western Europe is already
struggling with elevated energy prices and short
supply of Russian gas. Additionally, it would
further worsen the inflation picture for the global
economy.

➢

For China, the Ukraine conflict could provide a
test case for determining to which extend would
the US military become involved. China has been
taking an aggressive posture against Taiwan
intensifying Chinese military aircraft intrusion
into Taiwan’s air defense zone in January.
Source: : IMF, World Economic Outlook, January 2022
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1.2. Rising geopolitical tensions
Rising geopolitical tensions and social unrest pose risks to the global recovery.
➢

The escalating tension between Russia and NATO over Ukraine as well as the threat of Houthi
rebels’ attacks on infrastructure in the Middle East led to higher oil prices.

➢

If Russia were to invade Ukraine, analysts are forecasting that oil prices could hit US$125 a barrel
which corresponds to nearly 40% increase from the current level.

➢

Kazakhstan which produces 40% of the world’s uranium faced deadly protests in January. Concerns
over disruption in supply has propelled prices to 8-year highs.

Rising geopolitical tensions, disappointing GDP growth combined with high persistent inflation which
could force the Fed to move faster on the rate front than expected, could push the global equity market in a
much more protracted risk-off phase. For the moment, this is not our main scenario.
Spot price of uranium

Brent crude futures topped $90 a barrel for the first time since 2014

Source: UxC, Price is for U3O8 a lighly processed form of uranium.
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1.2 Zombie Companies
➢

An old concern rises along interest rates. The proportion of Zombie companies (not generating
enough profit to pay the interest on their debt) still represents a good proportion of listed
companies.

➢

Thanks to 2021 growth, the level of Zombie companies decreased a little throughout the year. Being
a zombie company doesn’t mean that you will end up bankrupt as most of them managed to get out
of this state during the last 30 years. But, in an environnement of rising interest rates, the cost of
the debt will climb, making it even harder for these companies to pay their interest.

Source: Datastream, BIS

Source: Datastream, BIS
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1.3. Long term views
➢

Central banks will soon stop their asset purchases. The beginning of the normalization of monetary
policies is positive. However, rate hikes if they occur, should remain modest. The financial environment
remains favorable to risky assets. Fiscal and tax policies are now a significant component of recovery
scenarios; it is a paradigm shift.

➢

There is pent-up demand in the private sector. Economists work with pre-covid levels models. It won’t
work in the current economic environment. The end of the 40s, the beginning of the 50’s period, has the
closest resemblance with what we are going through currently.

➢

The FED will take enormous precautions before raising rates. If rates are going up in the US, it is
because the economy can handle it; the country has never entered a recession at the beginning of a rate
hike cycle. Nevertheless, it is difficult to assess where we are in the cycle.

➢

A move towards restrictive fiscal policies would be a greater risk for equity markets. It seems unlikely
that this risk will materialize in 2022/3.

➢

A sector rotation is in place: We are in an economic phase where rates are low, inflation is well above
2%, and growth is higher than pre-covid. It is bullish for risky assets with solid cash flows and
reasonable valuations.

➢

The commercial and political tensions between the USA and China (and, incidentally, Russia) will
remain. China is behaving more aggressively on domestic and international matters. This should not
prevent some cooperation but creating two rival blocs is inevitable. The Taiwan issue could/will become
a source of instability.

➢

The world will have to deal with two technological, military, and economic powers (Asia-China,
Occidental-US). Despite the Chinese slowdown, Asia remains the engine of global growth along with the
USA.
Source: Premyss.
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1.3. Long term views
➢

In Europe, it seems days of the stability pact are in danger; the Scholz government is open to this
proposal. Perhaps Germany will show more solidarity with the indebted South European countries.
Meanwhile, Europe remains a patchwork of countries with no significant political weight on the world
stage, as the Ukraine crisis clearly shows.

➢

Covid-19 reinforces the trend toward deglobalization or less globalization. Robotization, AI, data
management, and now the Metaverse are themes that have many years to go. There are substantial
investments to be made; it is like starting a new economy from scratch. This is comparable with the
beginning of industrialization in the 18th century. Corporations involved will continue to flourish, but
multiple compression is at work; it could last a few years.

➢

Fighting against global warming remains a mega theme. Thanks to new regulations and government
spending, demand will be strong in low carbon-emitting infrastructure and green energy. Greener
capitalism is underway, good, but 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.

➢

Gold's poor performance would suggest that the inflation scenario is unlikely, but it is more probable
that (currently) flows are going to bitcoin. The digital currency has two advantages: It is portable and
easier to transfer. Nevertheless, the yellow metal remains an element of portfolio diversification.

➢

Equities will deliver better (real) returns than bonds over the next ten years but expect lower than their
average historical returns.

➢

Every bull market goes up in stages. Markets could be sideways, with significant sector rotation.
Cyclical sectors are small. There is no reason to expect a crash without the occurrence of an external
shock (i.e., Taiwan, Ukraine).
Source: Premyss.
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1.3. Long term views
➢

Avoid at all costs loss-making and highly valued stocks. We are entering a phase where the most
cyclical stocks should benefit from the recovery and see their multiples grow, while technology
companies should not.

➢

Investments in straight government and corporate bonds should be made using the cheapest possible
vehicles. Government bonds don’t cushion anymore falling equity markets in multi-asset portfolios.
Government bonds are loss-making investment proposals.

➢

Nominal bond rates will stay below historical averages; find bond proxies with low correlation to
equities and higher expected returns. US Tips are mispriced because they allow for big coupons. Real
rates should be higher than they currently are.

➢

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. Expect painful corrections for the financial sector.

Source: Premyss.
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2.1. Equity Performance Review
➢
➢
➢

January 2022 has been one of the worst January since 2008.
The FED kept its hawkish tone and the market expects now between 4 and 5 hikes in 2022. This
led to markets sheding more than 5%.
The index with a bias towards growth stocks such as the Nasdaq suffered the most as the sectorial
rotation from growth to value is still ongoing.

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
-5,3%
-5,3%
-9,0%
11,7%
-4,1%
-5,1%
0,5%
-3,3%
-3,8%
-2,3%
-3,1%
-6,6%
-6,2%
1,7%
-7,7%
-10,1%
44,2%

% YTD in EURO
-4,1%
-4,0%
-7,7%
12,9%
-2,9%
-3,9%
1,8%
-2,2%
-2,6%
-1,2%
-1,9%
-5,4%
-5,0%
2,9%
-6,4%
-8,8%
45,4%

% 1M in USD
-5,3%
-5,3%
-9,0%
11,7%
-4,1%
-5,1%
0,5%
-3,3%
-3,8%
-2,3%
-3,1%
-6,6%
-6,2%
1,7%
-7,7%
-10,1%
44,2%

% 1M in EURO
-4,1%
-4,0%
-7,7%
12,9%
-2,9%
-3,9%
1,8%
-2,2%
-2,6%
-1,2%
-1,9%
-5,4%
-5,0%
2,9%
-6,4%
-8,8%
45,4%
Source: Bloomberg 31/01/22.
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2.2. Sector Performance Review
➢

In terms of sector, the range of returns was wide in January. Late cyclical sectors linked to
inflation and rising interest rates were the best performers. Energy was the best sector supported
by rising oil prices. The financial industry came in second place, with a steepening yield curve in
Europe, the banking sector ended the month in positive territories at +7.3%.

➢

On the other hand, growth oriented sectors have underperformed, with technology being down
almost 7% in the US, and Consumer Discretionary down -9.7% as it includes Amazon.

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

Europe % YTD
-3,8%
-4,1%
13,4%
3,9%
-5,9%
-8,6%
-12,7%
-2,2%
1,5%
-2,1%

Europe % 1M
-3,8%
-4,1%
13,4%
3,9%
-5,9%
-8,6%
-12,7%
-2,2%
1,5%
-2,1%

USA % YTD
-9,7%
-1,5%
19,0%
-0,1%
-6,9%
-4,8%
-6,9%
-6,9%
-6,4%
-3,3%

USA % 1M
-9,7%
-1,5%
19,0%
-0,1%
-6,9%
-4,8%
-6,9%
-6,9%
-6,4%
-3,3%

World % YTD
-8,4%
-3,0%
15,5%
0,6%
-7,4%
-6,8%
-8,5%
-4,5%
-6,1%
-3,1%

World % 1M
-8,4%
-3,0%
15,5%
0,6%
-7,4%
-6,8%
-8,5%
-4,5%
-6,1%
-3,1%

Source: Bloomberg 31/01/22.
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2.3. Performance Review, FX and commodities
Currencies
Against USD
EURO

YTD

1M

-1,2%

-1,2%

JPY

0,0%

0,0%

GBP

-0,6%

-0,6%

CHF

-1,6%

-1,6%

CNY

-0,1%

-0,1%

HKD

0,0%

0,0%

CAD

-0,6%

-0,6%

AUD

-2,7%

-2,7%

Against Euro
YTD

1M

USD

1,2%

1,2%

JPY

1,2%

1,2%

GBP

0,7%

0,7%

CHF

-0,4%

-0,4%

CNY

1,3%

1,3%

HKD

1,2%

1,2%

CAD

0,7%

0,7%

AUD

-1,6%

-1,6%

Against CHF
YTD

1M

EURO

0,4%

0,4%

USD

1,6%

1,6%

JPY

1,5%

1,5%

GBP

1,0%

1,0%

CAD

1,1%

1,1%

AUD

-1,2%

-1,2%

HKD

1,6%

1,6%

➢

Interest rates outlook helped to push the USD
higher. Thank you Mr. Powell.

➢

Commodities, especially energy commodities
are still going up, helped by a supply/demand
imbalance and geopolitical tensions.

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

17,2%
17,3%
14,6%
37,0%
-1,8%
-3,6%
5,5%
23,7%
7,6%
-2,2%
5,5%
-1,2%
12,2%
4,0%
-3,5%
13,3%

17,2%
17,3%
14,6%
37,0%
-1,8%
-3,6%
5,5%
23,7%
7,6%
-2,2%
5,5%
-1,2%
12,2%
4,0%
-3,5%
13,3%
Source: Bloomberg 31/01/22.
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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, mixed with strong
balance sheet companies that generate recurring cash-flow over time.

➢

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 increase their
dividend.

Weisshorn Asset Management IC 02/2022
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3.2. Current Asset Allocation
➢ Our current allocation is 51.98% Risky Assets*, 16.30% 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

Tactical allocation

• Emerging Markets, China & Vietnam.
• L/S alternatives.

• “Bond proxy” dividend selection.
• 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.
• CAT Bonds.
• Crypto basket.

• Gold.

* Risky Assets = Equities + ( High Yield Bonds * 0.6 factor)

Weisshorn Asset Management IC 02/2022
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4. Fixed Income Main Indices Performance & Characteristics
Main Fixed Income Indices
ICE BofA US Corporate
ICE BofA US Treasury
ICE BofA All Maturity US Inflation-Linked Treasury
ICE BofA US High Y ield
WEISSHORN GLOBAL BONDS EUR
ICE BofA Euro Corporate
ICE BofA Euro Government
ICE BofA All Euro Government Inflation-Linked
ICE BofA Euro High Y ield
ICE BofA High Grade US Emerging Markets Corporate
ICE BofA US Emerging Markets External Sovereign

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

Change in bps OAS
in bps 01/31/22
12

Spreads
in bps
110

53
9

363
253
107

36
10
9

364
149
323

Duration
in years
8,08
7,21
6,01
4,32
3,14
5,27
8,55
6,42
3,62
6,87
8,44

Performance
01/31/2022
-3,13%
-2,02%
-2,39%
-2,75%
-1,82%
-1,32%
-1,13%
-0,31%
-1,53%
-2,47%
-2,91%

Year-to-date
Fixed
income
indices
total
return
Year-to-date
Fixed
Income
indices
total
return
Year-to-date F i x e d i n c o m e indices total return
ICE BofA US Emerging Markets External Sovereign
ICE BofA High Grade E
US
MEmerging
S o v e r e i gMarkets…
n USD
ICE BofA Euro High Yield
E M IG Corp U S D
ICE BofA All Euro Government
E u r o H i gInflation-Linked
h Yield
Eu r o Inflation Linked
ICE BofA Euro Government
Euro Govvies
ICE BofA Euro Corporate
E uBONDS
r o I G CEUR
orp
WEISSHORN GLOBAL
Weisshorn G B E U R
ICE BofA US High Yield
S HInflation-Linked
igh Yield
ICE BofA All MaturityUUS
Treasury
U S Inflation L i n ked

ICE BofA US Treasury

U S Treasuries

ICE BofA US Corporate

U S IG Corp

-3,25% -2,75% -2,25% -1,75% -1,25% -0,75% -0,25% 0,25%

- 4 ,0 0 %

-2,00%

0,00%

2,00%

4,00%

Source: KBR, Bloomberg.

Weisshorn Asset Management IC 02/2022

17

The year of the REN YIN or of the Tiger-Water: what fortune will it bring to wealth managers and what experts
say?
“Financial rewards will come from unexpected places”
“There will be an increase in indirect wealth in the 3rd (April), 6th (July) , and 11th (December) lunar months.
You may find that your investments in bonds or stocks may reap rewards during these times”

Weisshorn Asset Management IC 02/2022
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4.1 Corporate Outlook : Demand & Supply Shock Combination
Leading To Wider Spreads
Federal Reserve Tapering driving bond outflows & resulting in corporate bond abundance (issuers
forced to give new issue concessions coupled with secondary markets repricing to wider spreads)
➢ Demand shock: QE Tapering leading to outflows from credit
Fund Flows of US ETF Investment grade versus
Federal Reserve Balance Sheet as a % of GDP since
2017

Fund Flows of US ETF High
Yield/Mortgage/Municipal since 2017
1800
2 000

40

1300
1 500
35

800

1 000

300

30

500

-200

0

-700

25

-500
20

Fund Flows ETF HY

Fund Flows ETF Mortgage

Fund Flows ETF Muni

15

Jan-17
Mar-17
May-17
Jul-17
Sep-17
Nov-17
Jan-18
Mar-18
May-18
Jul-18
Sep-18
Nov-18
Jan-19
Mar-19
May-19
Jul-19
Sep-19
Nov-19
Jan-20
Mar-20
May-20
Jul-20
Sep-20
Nov-20
Jan-21
Mar-21
May-21
Jul-21
Sep-21
Nov-21
Jan-22

Jan-22

Jul-21

Oct-21

Jan-21

Apr-21

Oct-20

Jul-20

Jan-20

Apr-20

Jul-19

Oct-19

Apr-19

Jan-19

Jul-18

Oct-18

Apr-18

Oct-17

Jan-18

-1 500

Jul-17

-1700

Jan-17

-1 000

Apr-17

-1200

Fund Flows ETF IG

Federal Reserve Balance Sheet as a % of GDP

Source: KBR, Bloomberg
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4.1 Corporate Outlook : Demand & Supply Shock Combination
Leading To Wider Spreads
Supply shock:

US & EU funding costs attractive relative to cost of equity

➢ Capital expenditure recovery triggering a surge in investment-grade
supply leading to corporate bond abundance,
➢ Re-leveraging indicators signalling a fertile ground for Mergers &
Acquisitions (M&A), Leverage Buy-out (LBO) & share buybacks: why?
because yields remaining at historic low relative to the cost of equity:
capital structure arbitrage being a key driver! Coupled with sudden rise
in yields pushing issuers to borrow at historically low funding costs to
lever up businesses,
➢ Senior debt LBO leverage deals: near record high.
What to expect for bondholders as credit facing imbalances this year?
Corporate debt Growth Minus Inflation low to negative in this regime
because of high corporate savings/earnings growth decelerating & animal
spirits subdued for now.
More debt funding as a result of:
1. Expected inventory rebuilding
2. Increased M&A activity
3. Future capex
LBO Senior Debt to EBITDA in x
6

5

4

3
2007 20082009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
US

EU

Source: KBR, Bloomberg
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4.2 Investment Grade Issues Not Reflecting Capex Risks In
Corporate Spreads
Supply shock:

400

Capital expenditure rebound but how?:
➢ Inventories rebuild

350

250

300

250

200

200

150

➢ Supply chain disruptions

150

➢ Labour shortages

100

➢ Fiscal infrastructure spending

300

100

50

50

➢ Greener & green industries
➢ Business software investment etc…

US IG Spread

EU IG Spread

Elevated capital expenditure how translated into corporate bonds spreads?:
➢ Higher premium reflected in spreads and historically heavy bunch of widening starting between 6 and 9
months once capex growing
➢ High Yield seen outperforming Investment Grade
➢ Sectors most exposed to capex growth: Industrials, Energy & Materials
➢ Strong capex growth: best historical parallels in the US 2014 & in EU 2018 giving an indication of spreads
shifts
Source: KBR, Bloomberg

Weisshorn Asset Management IC 02/2022

21

4.2 ... But Not Threathening Default Rate
TRACE Number of Distressed Issuers
800
700
600
500
400
300
200

US & EU Distressed Ratios by sector:
Fundamental strengths underpinning constructive
outlook for corporate both across IG & HY for the ones
remaining well capitalised and which experienced little
margin erosion in the face of inflationary pressures
Energy sector fundamentals generally strengthened on
the back of sustained improvement in oil and natural
gas prices.

100

Jan-08
Aug-08
Mar-09
Oct-09
May-10
Dec-10
Jul-11
Feb-12
Sep-12
Apr-13
Nov-13
Jun-14
Jan-15
Aug-15
Mar-16
Oct-16
May-17
Dec-17
Jul-18
Feb-19
Sep-19
Apr-20
Nov-20
Jun-21
Jan-22

0

Index calculated nightly by Bloomberg.
This
represents the number of Issuers whose distressed
bonds traded during the previous day's market.
Distressed is defined as any bond that trades at greater
than 1000 basis points over the benchmark treasury.
Default Outlook:
Fundamental strengths underpinning constructive
outlook for corporate both across IG & HY for the
ones remaining well capitalised and which
experienced little margin erosion in the face of
inflationary pressures
Energy sector fundamentals generally strengthened on
the back of sustained improvement in oil and natural
gas prices.
Source: KBR, Bloomberg
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5. Equities : January 2022 review
➢

January was a tough month for global markets. Most of the major index ended the month with
negatives returns. Different factors can help us explain this correction.

➢

The hawkish tone of the FED scared retail traders and hedge fund pushing them to deleverage their
portfolios. When all the market participant are selling the same stocks at the same moment, this
obviously lead to prices being pushed down. And as these portoflios use leverage, some of them
have margin calls that if they cannot meet lead to forced sales which push the market further down.

Source: The Market Ear
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5. Equities : January 2022 review
➢

In a rising interest rates environnement, growth stocks tend to underperform the market. As the
access to debt is getting more expensive, this weighs on profitability.

➢

With acces to capital getting more expensive, coupled with high inflation for raw materials and
supply chain disruption, the growth stocks find themselves in an unpleasant situation. The relation
between growth stocks and interest rates holds because this kind of company has a longer duration
due to its expected cashflow being discounted on a long therme horizon.

➢

These circumstances scared investors, they are now fleeing away from growth to invest in value.

MSCI World Value / MSCI World Growth

US 10 year yield

Source: Bloomberg
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5. Equities : January 2022 review
➢

The expectations and positionning perfectly reflect the switch from growth to value that occured in
January.

➢

In the Fund Manager Survey of Merrill Lynch, around 50% of the money manager expect value to
outperform in 2022.

➢

Their allocation says the same thing, as the net % overweight in late cyclicals stocks is at its highest
level since 2006.

Source: Bank of America Merrill Lynch

Source: Bank of America Merrill Lynch
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5. Equities : January 2022 review
➢

Despite the last few days of the month marking positive returns. Many stocks are still far from a full
recovery. Indeed, more than 50% of the companies included in the Nasdaq Composite are still down
by more than 50% compared to their 52 Weeks high.

➢

The spread between the best and worst performing sectors has never been wider. This once again
reminds us that in 2022 the key to a good performance will be to find the right positioning and the
right opportunities.

Source: Portfolio123

Source: S&P Dow Jones Indices
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5. Equities : January 2022 review
➢

Sentiment indicators are showing that the market is in a fear sentiment.

➢

The Bull to Bear ratio is at its lowest, the put / call ratio has spiked during the month, as well as the
VIX. When these indicators are showing extreme levels, we should typically have a contrarian view
on the market.

➢

The two last trading days of January were marked by a strong market breadth, especially on the
volume were almost 90% of the volume were made when the market was going up, and more than
80% of the stock were positive on these days. A good market breadth coupled with a fear sentiment
might mark the start of a rebound.

Source: Bloomberg
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5. Equities : Focus on the banking sector
The financial sector has been one of the top contributors of the earnings’ season so far.
➢

14 banks out of 19 have beaten analysts’ expectations. Although US banks posted robust results, top
and bottom-line growth have both slowed due to lower trading revenues and rising operating
expenditures (rising wages and IT spending).

➢

Only few European banks have reported to date. 6 banks out of 9 have outpaced analysts’ forecasts.
Industry experts believe that the current environment should benefit more to European banks going
forward. The latter earn proportionately more from lending and benefit from a higher interest rate
environment (steeper curve) than their US peers.

US 2y-10y spread (bps) reflects yield curve flattening

EU 2y-10y spread (bps) reflects yield curve steepening

US yield curve
is flattening

EU yield curve is
steepening
Source: Bloomberg

Source: Bloomberg
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5. Equities : First signs of relief in supply bottlenecks
While the global semiconductor shortage has been worsening and hurting many industries:
➢

Chip lead times, the gap between ordering a semiconductor and taking delivery, are currently above
25 weeks compared with a typical range of 6 to 9 weeks.

Supply disruptions in others industries are showing signs of easening :
➢

According to a study from BofA, executives are less citing supply bottlenecks, surging commodity
prices and shortage of workers in their quarterly update.

Source: Susquehanna Financial Group
(Note : Chart based on revised calculation method

Source: BofA Global Research
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6. Green Gazette
➢ Ford Motor plans to nearly double production capacity of the all-electric F-150 Lightning pickup
at one of its Michigan plants to meet soaring demand. It should produce around 150’000 vehicles
to meet strong demand.

➢ Porsche is investing in a pilot plant for e-fuels as it has high hopes for artificially produced
gasoline. There are currently around 1.3 billion vehicles with internal combustion engines in the
world; cites Barbara Frenkel, head of purchasing at Porsche saying: "It will be many years before
this fleet is replaced by electric cars. With synthetic fuels, the CO2 emissions of the vehicle fleet
are reduced immediately " Porsche is the only well-known car manufacturer that wants to keep
combustion engines on the market with this technology.
➢ Mercedes has revealed an electric car (model EQXX) that it claims can travel more than 1000 km
on a single charge. The battery pack has 50 % less volume and is 30 % lighter than its EQS model.
➢ Canada’s new natural resources minister has defended the country’s promotion of exports from
its controversial oil sands projects even as he vowed to enforce “aggressive” greenhouse gas
emissions cuts on the energy sector.
➢ Breakthrough Energy Catalyst, a private-public fund backed by Bill Gates is preparing to invest in
cleantech projects worth as much as USD 15bn in the US, EU and UK, aiming to subsidize
technologies at scale to help countries reach net zero emissions.
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6. Green Gazette
➢ TotalEnergies has partners with Plastic Energy to promote the development of advanced plastic
recycling. Under the agreement, Plastic Energy plans to build a plant in Spain to transform endof-life plastic waste into a recycled feedstock called TACOIL using their technology. They will
convert this raw material into virgin-quality polymers, which can be used for food-grade
packaging and will process and convert 33K tons of post-consumer end-of-life plastic waste
yearly. The plant is expected to become operational in early 2025.
➢ Schneider Electric unveiled at CES its first home energy range made from ocean plastics, making
it the first company in the industry to offer home energy solutions made from upcycled ocean
plastic.
➢ US oil production is set to break pre-pandemic records next year. Output is likely to rise to a fresh
annual high of 12.4m barrels a day in 2023, the Energy Information Administration said eclipsing
the previous record of 12.3m set in 2019.
➢ The EIA expects the Brent crude to average USD 75 a barrel in 2022 and USD 68 next year.
➢ Shipping group AP Moller-Maersk is bringing forward a target to cut carbon from its operation by
a decade to 2040 as it responds to demand from companies for an emission-free supply chain.
The Danish container company, the world ‘s second-largest by volume, has also introduced new
targets for 2030 of reducing its emissions per container by half and transporting a quarter of its
ocean freight using greener fuels.
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6. Green Gazette
➢ Europe is leading the way in the transition to
renewable energy. Indeed, data from
electricityMap
shows
that
Germany
generated over half its power from wind
farms in recent weeks. France and
Switzerland benefit from nuclear power
(currently classified as "green"), Spain and
Austria aren't far behind. It's true that Russia
has reduced its exports to Europe by 25% in
Q4 2021 compared with the same period in
2020.
➢ An influential investor group with USD 10tn under control (including Calpers, France’s Caisse des
dépôts…) has boosted its efforts on climate change, with a pledge to slash environmentally
damaging emissions from portfolios by half as soon as 2030.
➢ This month, Germany closed 3 of its last 6 reactors, the rest will follow by the end of 2022. Winter
2022 should be very hot !! As a reminder France produces 44% of its electricity via the nuclear
sector.
➢ Netherlands has decided to built 2 new nuclear reactors in order to reduce its CO2 emissions.
They only have one small and old reactor (1973) generating a single 1% of their produced
electricity.
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7. Cross Asset : Oil & Gas
➢

The stronger demand than supply keeps pushing oils prices higher. In the first month of the year,
the WTI rose by 17%. Despite higher comparable base, this price increase will support higher
inflation. We’ll see what happens if Iran comes back with its 1 million bpd spare capacity, ut at least
for now this is off the market due to U.S. sanctions

➢

Thankfully, this supply/demand imbalance should be resolved by Q2 2022 assuming that all
OPEC+ keeps increasing the production by 400K barrels a day every month.

➢

The Brent forward curve shows that prices should go down in the coming months.

Source: IEA, Kepler Cheuvreux

Source: Bloomberg, Kepler Chevreux
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7. Cross Asset : Oil & Gas
➢

As the phase-out of coal is ongoing, gas prices are surging. Two factors are driving the prices of gas
higher, the first is the increased demand of China which is switching its energy source from coal to
gas, and the second is the shortage of gas in Europe, coupled with geopolitical tensions.

➢

China’s LNG demand has risen by 20% in 2 years and the demand is expected to keep growing. It
already signed some contracts for LNG supply and will now act as a major buyer in the market.

Source: BP, IEA, EIA, Kepler Chevreux

Source: Bloomberg, Kepler Chevreux
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7. Cross Asset : Oil & Gas
➢

In Europe, Gas prices are surging as well. Europe isn’t producing enough gas to be autosufficient,
this means that it needs to important more than 80% of its consumption. The US and Qatar are in
talks to supply gas to Europe if Russia cuts the supplies. But even if Qatar agrees to help Europe,
two questions remain, how are they going to deliver the gas and at what price ?

➢

EU inventories are low and most of its imports come from Russia. Knowing the geopolitical
tensions that surround Ukraine, it’s not a surprise to see the prices climbing to all time highs.

➢

Let’s hope that this winter won’t be too cold in Europe and that the current inventories will be
sufficient

Source: BP, Kepler Chevreux

Source: Bloomberg, Kepler Chevreux
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7. Cross Asset : Gold
Despite increasing geopolitical tensions, strong inflation numbers and markets pullbacks, gold
performance has been lackluster. Some of the reasons contributing to this performance in January:
➢

US real yields have been gradually raising, although they remain historically low. The latter are
usually negatively correlated with gold (although this correlation didn’t hold last year).

➢

The US greenback has been rising which negatively weighted on gold.
Gold is trading near fair value right now, but would be expensive
should real rates begin to rise...

Source: Kepler Chevreux, «Scenario update» as of January 2022
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7. Cross Asset : Gold in tightening cycles
➢

Historically, the yellow metal has not only benefited from high inflation, but also rising rates.

➢

In the four last tightening cycle of the Fed, between February 1994 and December 2015, gold fell in
the months leading to the first rate hike, but then outperformed US equities and the USD 6 months
to 1 year afterwards. In more specifically, gold performance will likely depend on if monetary policy
continues to target inflation.

➢

According to the World Gold Council (WGC), the reasons for the outperformance are :
➢ Weaker greenback may have given a boost to gold.

➢
➢

US stock returns were lower as they were before the rate hike, which may have favored gold as
a safe haven.

Thereafter, the faster inflation falls and real rates increase, the greater we will see pressure on gold
prices.
Gold has typically outperformed following first rate hike of the Fed tightening cycle.
Median return over the past four tightening cycle.

Source: MWGC, Bloomberg US Global Investors
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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, even if they have to do their job ! They
must convince the markets that they are able to contain inflation to
preserve their credibility.

➢

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

➢

Look for decorrelated assets and strategies.

➢

Geopolitical tensions around the World remain the major black swan
for markets.
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Appendix
1. Equities vs bonds ?
2. Bitcoin
3. Rolling the Dice

Weisshorn Asset Management IC 02/2022

39

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)

2.3204

1.3443
1.1787

-0.5279

Source: Bloomberg, 31/01/22.
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Appendix 2: Bitcoin
BTC / USD

Source: Bloomberg, 31/01/2022.
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Appendix 3: Rolling the Dice
➢

Investors grabbling with lower interest rates have to take larger risks to reach the same
returns as two decades ago.
Estimates of what investors needed to earn 7.5%

Source: Callan Associates, the Wall Street Journal
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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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