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1.1. Market highlights
➢

Financial markets tumbled in February after the Russian army invaded Ukraine.

➢

Western countries have reacted immediately by imposing deep and exceptional financial sanctions to the country
and its financial institutions.

➢

Russia accounts for 1.5% of world GDP, which is quite low. The evolution of the geopolitical situation remains
uncertain.

➢

The real concern is the supply of gas to Europe. About 40% of the gas consumed in the European Union is supplied
by Russia. In Germany and Italy, it is close to 50%. The risk to see Russia closing the valves is relatively low, but as
the situation has deteriorated so fast, we cannot be sure of anything eventually Europe will stop buying gas. The ban
of 400 Russian banks from the SWIFT system will obviously not help (exception made of Sberbank and VTB Bank
the biggest ones).

➢

With a stake of 13% of global corn exports and 12% of wheat flowing out from Ukraine, food remains a major
concern too.

➢

The awareness of the European dependence on Russian gas will deeply accelerate investments for the clean energy
transition. After Fukushima, the strategy of getting out of nuclear power without a real substitution strategy, has not
been a winning bet.

➢

Will the Russian-Ukrainian conflict call into question the roadmap of central banks and slow down the
normalization of monetary policies? Answer on March 10th for the ECB and on March 16th for the FED.

➢

After the German 10y in January, we saw the 5y temporarily moving into positive territory in February. The total
amount of negative bond yields in the world continues to fall sharply.

➢

In 9 months it’s winter again in Germany. It’s highly probable that another green revolutionary technology will
reduce Europe’s dependency to Russia’s natural resources. It’s now the number one priority in Europe.

➢

It took less than a year to produce a revolutionary vaccine to combat Covid by Moderna and BioNtech when all
specialists said it would take 10 years at least !
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1.1 Russia / Ukraine War
➢

➢

➢

As Russia has started to invade Ukraine, western countries have imposed strong
sanctions as retaliation. These sanctions’ goal is to economically cut off Russia from the
rest of the world.
In 10 years, the trading volume between China and Russia has almost doubled and China
could stay openminded with Russia, meaning that Mr. Putin is probably not worrying
about its partnership with China. It remains to be seen if China will stand by Mr. Putin.
European countries and the US represent more than 45% of the total trade with Russia. A
decrease of these transactions would have a non negligible impact on Russian economy and
Western economies as well.
Russian International Trade Flow 2010

Source: Bloomberg

Russian International Trade Flow 2020

Source: Bloomberg
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1.1. Russia / Ukraine War
➢

As of now the oil & gas sector from Russia has more or less been saved from the sanctions
imposed so far by Europe.

➢

Russia is among the main productors of many commodities. This means that if we stop
trading with Russia, we might see prices rising for these commodities, this could lead to
higher and stickier inflation than expected and more supply chain disruption.

➢

A shortage of agricultural products could lead to a major food crisis, especially in MENA
countries promping additionnal geopolitical tensions.
Energy
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1.1. Russia / Ukraine War
➢

European oil consumption is mainly driven by industrial needs and transportation.
Natural gas is mainly used to heat homes, generate electricity and supply industries like
fertilizer producers.

➢

Demand for natural gas is affected by seasonal factors, while the demand for crude oil is
more linked to the level of economic growth.
Chart of oil prices since 2020

Outburstofof
Outburst
warininUkraine
Ukraine
war
Outburst of
war in Ukraine
Chartofofnatural
naturalgas
gasprices
prices
Chart
Covid
outbreak

Covid
Covid
outbreak
outbreak

Chart of natural gas prices since 2020

Source: Bloomberg
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1.1. Russia / Ukraine War : Gas Flows
➢

Thankfully for Europe, Russia is still supplying gas so far, as a matter of fact since the
invasion started, the gas flow has been raised almost back to december levels.

➢

Throughout history, Russia has always respected its contract to supply gas to Europe and
has never closed the valves. If Mr. Poutine wants to keep a feet in the European Economy
the gas supply shouldn’t be cut, but too many uncertainties remain and nothing can be
taken for granted.

Source: Bloomberg

Source: Bloomberg
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1.1. Russia / Ukraine War
➢

➢

➢

The Russian Central Bank bank has been building foreign currency reserves over the last
7 years to reach USD 630Bn while the gross foreign debt stands below USD 500Bn.
These reserves could be used to weather the impact on the exchange rate between USD and
RUB. But western allies are currently trying to impose sanction on the RCB in order to restrain
it from using its reserves. 20 to 25% of the foreign reserves are abroad and part of it as already
been frozen.
In an attempt to stop people from withdrawing money (ATM were empty after 4 days) and
protect them from savings depreciation, the RCB raised its key rates from 9.5% to 20%.

Source: Bloomberg

Source: Financial Time, Refinitiv
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1.2. Iran Barrel Per Day
➢

As tensions with Russia are rising, knowing Europe’s dependance of Russian oil and gas,
politicians are trying to find a susbstitute. A release of global strategic petroleum reserves ?

➢

Iran is now renegotiating the nuclear deal, if the negotiation lead to an agreement, this
means that it could come back on the economic scene and raise its oil production by 500K
bpd as of May and 500K later in 2022. It is a limited answer to the disruption.

Iran barrel per day production

Source: Bloomberg
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1.2. World leaders slap sanctions over Russia
The US, UK, EU and its allies have adopted sanctions against Russia :
Sanctions against politicians, officials and oligarchs :
➢ Politicians, officials and oligarchs have seen their assets frozen and are banned from travelling in
EU, UK and US including President Vladimir Putin and his foreign minister, Sergei Lavrov.
Government and border officials from Belarus are also on the blacklist.
➢ Diplomatic visas are suspended for Russian holders.
➢ Most of the sky has been closed to Russian airplanes.
Advanced technologies in many industries:

➢ Restrictions to export high-end technologies for Russia defense, energy, aerospace and maritime
sectors.
Access to capital markets :
➢ Prohibiting any form of lending and buying of securities by Russian banks and government
(including the Central Bank). These sanctions target 70% of the Russian banking market, and key
state-owned companies.
➢ Major Russia’s lenders (except Sberbank) have been removed from the Swift global payments
system.
➢ Restrict companies critical to the Russian’s economy from raising money through markets.
… others sanctions are coming.
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1.2. World leaders slap sanctions over Russia

Source: : www.dailymail.co.uk, How Russia sanctioned world invasion Ukraine
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1.3. Total assets of major Central Banks
➢ Major central bank balance sheets ballooned after the pandemic outbreak in 2020 and are still well
above their pre-pandemic levels.
➢ With the strong recovery, central bankers have been preparing markets for a reversal in their
bond-buying stimulus. The current political situation complicates the downsizing of central bank
balance sheets.

Source: Haver Analytics, Yardeni Research Inc, Central Banks Monthly Balance Sheets
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1.3. What goes into the US Consumer Price Index ?
➢ The US Consumer price (CPI-U) index rose by 7.5%. This was its largest 12-month increase since
February 1982. In the last 12 months, food prices increased 7.0% and shelter (house rents) by
4.4%, while energy prices rose 27.0%.

Source: US Bureau of Labor Statistics
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1.3. Indicator of inflation : Hot US housing market
Rising rents :
➢

The rent inflation, which accounts
for roughly 1/3 of the consumer
price index, is near its 30-year
highs.

Source: : Bloomberg

The housing boom :
➢

House inventory levels in
January 2022 were 42% below
pre-pandemic levels.

➢

Zillow forecasts the year-overyear rate to peak at 21.6% in May
(which would set an all-time
record) and to end the year at
17.3%.

Source: S&P Case-Shiller US Home Price Index, blue bars represents Zillow’s 12-month home price forecast, Fortune
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1.3. Indicator of inflation : US strong labor market
Tight labor market :
➢

In 2021, job openings surged from
7 to 11 million and fell as the
number of positions exceeded
available workers in a labor-force
that remained smaller than it was
before the pandemic

➢

The labor market is showing high
turnover resulting in a jobswitching boom.
Source: : Bloomberg,
Federal Reserve Bank
of Atlanta

Wages growth accelerating :
➢

For the first time in two decades,
wage growth is above 5%.

➢

The lowest-paid are seeing a
higher wage improvement than
the highest-paid which is quite
unusual.

Source: WSJ, Labor Department via St. Louis Fed
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1.3. German Yield Curve
➢

European rates have been very volatile in recent weeks. Tension with Russia have raised
the doubt about whether or not, the consequences of the sanctions might weigh enough
on European economy so that the Central Bank would have to keep a dovish stance to
support the economy.

➢

The other concern is about inflation, as oil prices have passed the bar of 100USD per
barrel and European natural gas prices rose by 15% in February, inflation could keep
rising due to energy prices.

➢

The market is still in doubt about how the European Central Bank will respond to these
issues.

German 10y – German 2y

Source: Bloomberg
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1.4. Peripheral spreads (1)
➢

The Fixed Income market is currently shaking. Interest rates are going up and down and
the market is in troubled waters. The fear of inflation and geopolitical tensions is
spreading in Europe.

➢

The spread between the German 10y and other European 10y is widening. This shows that
investors were previously anticipating that the ECB will have to withdraw some liquidity in a
short period of time.

➢

Despite the spread widening, we are still far from the levels reached during the Covid
pandemic in 2020 and well below the level during the European crisis in 2012.

Italy

Source: Bloomberg

France

Source: Bloomberg
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1.4. Peripheral spreads (2)
Portugal

Spain

Austria

Poland

Source: Bloomberg
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1.5. Long term views
➢

Central banks will soon stop their asset purchases, except if the war in Ukraine pushes the economy
back into recession. The beginning of the normalization of monetary policies has nevertheless been
delayed. If they occur, rate hikes should remain modest; the FED will probably not raise rates 7, 8, or
even nine times over the next 12 months. The financial environment remains favorable to risky assets,
but political tensions and uncertainty dampen the enthusiasm in the short term. Fiscal and tax policies
are now a significant component of recovery scenarios. Governments will provide subsidies to the
middle class should energy prices rise too much, too quickly. This process has already started.

➢

Cutting off Russian banks from the Swift network, on top of restrictions, could bankrupt many Russian
entities in the west. This could be problematic for the banking sector, particularly in Europe. If their are
too many holes, a few banks could be endangered, which could trigger a financial crisis, and then central
banks should step in. It would mean more liquidity at the end of this process.

➢

The announcement by the Scholz government that Germany will put in place a 100 billion fund to
renovate and modernize the army is a change of paradigm. It was unthinkable a few weeks ago. It shows
how the Ukraine war is reshaping the world stage. More is to come.

➢

There is pent-up demand in the private sector, especially in Europe. Most 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 last century, 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, the
economy can handle it; the country has never entered a recession at the beginning of a rate hike cycle. It
is difficult to assess where we are in the economic cycle; there is a lot of noise.

➢

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. This risk is lower with the current geopolitical situation.
Source: Premyss.
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1.5. Long term views
➢

A sector rotation is taking place: We are in an economic phase where rates are low, inflation is well
above 2%, and economic 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-Russia,
and Occidental-US). Despite the Chinese slowdown, Asia remains the engine of global growth.

➢

In Europe, there is a high probability that the stability pact could be abandoned; 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 lands with no significant political weight on the
world stage, as the Ukraine crisis clearly shows.

➢

AI, data management, and 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 for a while.

➢

Fighting against global warming remains a mega theme. Thanks to new regulations and government
spending, demand will be strong in low carbon-emitting infrastructures and green energy. The Russian
aggression will force Europe to act quicker and bolder and invest massively to cut the European reliance
on Russia’s fossil energy. Greener capitalism is underway, but keep in mind that ESG constraints could
force fossil energy supply lower, with higher prices as a result.
Source: Premyss.
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1.5. Long term views
➢

Equities will deliver better (real) returns than bonds over the next ten years but expect lower than their
average historical returns. 2022 will prove to be challenging and volatile.

➢

Avoid at all costs loss-making and highly valued stocks. We are in 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. It is
particularly true in 2022.

➢

Nominal bond rates will stay below historical averages; find bond proxies with low correlation to
equities and higher expected returns. US Tips are mispriced given the current level of CPIs. 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

Source: Premyss.
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2.1. Equity Performance Review
➢

The invasion of Ukraine by Russia shaked equities markets.

➢

Safe-haven markets like Switzerland held well, while commodity-rich emerging markets
like Brazil rallied.

➢

Russian market tumbled as investors feared the effect of Western sanctions.

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
-7,9%
-8,2%
-12,1%
15,5%
-10,0%
-8,4%
0,2%
-8,2%
-10,3%
-4,0%
-8,4%
-7,3%
-7,8%
-3,1%
-4,1%
-41,3%
75,1%

% YTD in EURO
-6,5%
-6,9%
-10,7%
16,4%
-8,7%
-7,1%
1,6%
-6,9%
-9,0%
-2,7%
-7,1%
-6,0%
-6,4%
-1,8%
-2,9%
-39,9%
76,5%

% 1M in USD
-2,7%
-3,1%
-3,4%
3,9%
-6,1%
-3,5%
-0,3%
-5,0%
-6,7%
-1,7%
-5,4%
-0,8%
-1,7%
-4,8%
3,8%
-34,7%
21,4%

% 1M in EURO
-2,5%
-3,0%
-3,3%
3,6%
-6,0%
-3,4%
-0,2%
-4,9%
-6,5%
-1,6%
-5,2%
-0,7%
-1,5%
-4,6%
3,7%
-34,6%
21,6%
Source: Bloomberg 28/02/22.
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2.2. Sector Performance Review
➢

During geopolitical tensions, commodities tend to rise due to the uncertainty surrounding the
supply, especially when it’s one of the biggest oil exporter that is concerned. Oil & Gas prices have
pushed the energy sector in February.

➢

European financial sector was severly hit due to its exposure to Russia and the questionning about
what the ECB is preparing to face the war.

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

Europe % YTD
-10,8%
-4,8%
12,3%
-4,5%
-5,1%
-11,6%
-16,2%
-1,6%
-0,2%
-0,3%

Europe % 1M
-7,4%
-0,8%
-1,0%
-8,1%
0,8%
-3,3%
-4,1%
0,6%
-1,7%
1,8%

USA % YTD
-13,4%
-3,0%
26,5%
-1,6%
-8,0%
-5,8%
-11,6%
-8,2%
-12,9%
-5,6%

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

World % YTD
-12,4%
-3,8%
21,3%
-2,1%
-7,8%
-8,3%
-12,8%
-2,6%
-11,1%
-3,7%

World % 1M
-4,4%
-0,8%
5,0%
-2,7%
-0,4%
-1,7%
-4,7%
2,0%
-5,4%
-0,6%

Source: Bloomberg 28/02/22.

Weisshorn Asset Management IC 03/2022

23

2.3. Performance Review, FX and commodities
Currencies
Against USD
EURO

YTD

1M

-1,3%

-0,1%

JPY

0,1%

0,1%

GBP

-0,8%

-0,2%

CHF

-0,4%

1,1%

CNY

0,7%

0,8%

HKD

-0,2%

-0,2%

CAD

-0,3%

0,3%

AUD

0,0%

2,8%

Against Euro
YTD

1M

USD

1,4%

0,1%

JPY

1,4%

0,2%

GBP

0,6%

-0,1%

CHF

0,9%

1,2%

CNY

2,0%

0,7%

HKD

1,1%

-0,1%

CAD

1,1%

0,4%

AUD

1,3%

2,8%

Against CHF
YTD

1M

EURO

-0,8%

-1,2%

USD

0,5%

-1,1%

JPY

0,6%

-1,0%

GBP

-0,3%

-1,3%

CAD

0,2%

-0,8%

AUD

0,5%

1,6%

HKD

0,3%

-1,3%

➢

CHF played its role of safe heaven and
appreciated vs most currencies.

➢

30% of the global export of wheat comes from
Russia and Ukraine, so no wonder why prices
grew by more than 20% this month.

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

27,3%
29,8%
25,5%
23,8%
4,4%
4,9%
8,1%
30,9%
20,0%
1,7%
17,6%
20,4%
23,7%
3,6%
-4,7%
8,9%

8,6%
10,7%
9,5%
-5,8%
6,2%
8,8%
2,5%
5,8%
11,5%
4,0%
11,4%
21,9%
10,3%
-0,4%
-1,2%
-3,9%
Source: Bloomberg 28/02/22.

Weisshorn Asset Management IC 03/2022

24

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. Moreover diversified approaches
(style, sector, geographic) have proven to be an effective hedging against tail risk with
durable long-term performance.

➢

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.

➢

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.
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3.2. Current Asset Allocation
➢ Our current allocation is 57.71% Risky Assets*, 16.12% Investment Grade Bonds in our Balanced EUR model.
Asset
allocation

Equity allocation: neutral.
Bonds: underweighted.
Cash: neutral.
Core allocation
Regions/
sectors

Equities

Investment
style, stock
selection

Tactical allocation

• Developed Markets (USA and Europe).
• Emerging Markets, China & Vietnam.
• Global growth themes.
• “Bond proxy” dividend selection.

• L/S alternatives.

• Sustainable finance strategies.

• Blue chips with pricing power

Duration

• 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)
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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
ICE BofA Euro Corporate
ICE BofA Euro Government
ICE BofA All Euro Government Inflation-Linked
ICE BofA Euro High Y ield
WEISSHORN GLOBAL BONDS EUR
ICE BofA High Grade US Emerging Markets Corporate
ICE BofA US Emerging Markets External Sovereign

Change in bps OAS
in bps 03/4/22
40

Spreads
in bps
138

80
56

390
154

145

476
329
146
323

7
7

Duration
in years
7,92
7,25
7,2
4,29
5,22
8,53
8,8
3,65
3,52
6,72
8,24

Performance
as of 03/04/2022
-5,26%
-2,24%
-0,54%
-3,95%
-2,93%
-1,31%
3,72%
-5,15%
-5,81%
-7,13%
-10,07%

Year-to-date
Fixed
income
indices
total
return
Year-to-date
Fixed
Income
indices
total
return
ICE BofA US Emerging Markets External Sovereign
ICE BofA High Grade US Emerging Markets Corporate
WEISSHORN GLOBAL BONDS EUR

ICE BofA Euro High Yield
ICE BofA All Euro Government Inflation-Linked
ICE BofA Euro Government
ICE BofA Euro Corporate
ICE BofA US High Yield

ICE BofA All Maturity US Inflation-Linked Treasury
ICE BofA US Treasury
ICE BofA US Corporate
-11,0% -9,0% -7,0% -5,0% -3,0% -1,0% 1,0%

3,0%
Source: KBR, Bloomberg.
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Implications more on the negative side for bondholders:
✓
✓
✓
✓

Inflationary trend fuelled by Russia/Ukraine crisis
Energy prices resuming upward trend
EU focus on Energy independence
EU reinforcing its push towards energy transition

BUT Risks are much less skewed to the downside versus 3 months ago AND Valuations in the zone dividing
“liquidity risk” and “default risk”
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4.2 Major Central Banks Monetary Policy Decoupling Trend
US Federal Reserve Rate Pricing

ECB Refinancing Rate pricing

China NPC (National People’s Congress) on its 1st day:
➢
Signaling More Policy Support with a % GDP growth target
➢
Setting up Financial Stability Fund and adopting measure to
keeping housing prices stable
➢
Growing defence budget by 7,7% in 2022
➢
Shunning Energy use target to focus on securing fuel supply

Weisshorn Asset Management IC 03/2022
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4.3 Corporate outlook : Sell-off creating opportunities with risks
more symetric
Our corporate bond market view & advices
No fundamental change of opinion: still expected negative
to flat credit returns coupled with high volatility
➢

➢

More supply: capital expenditure recovery triggering
a surge in investment-grade supply leading to
corporate bond abundance,

➢

Fundamental not deteriorating too fast to trigger another massive
spread widening as reflected by corporate’s leverage ratios, interest
coverage and liquidity

➢

US corporate bond market: high yield outperforming investmentgrade, so far lower rated & less liquid bonds outperforming:
consistent with widening led by CB hawkish tone and not due to
fundamental

➢

Move up in quality & more liquid issues as next leg of widening
caused by deteriorating fundamental

➢

EU corporate bond market: high yield underperforming
investment-grade due to geopolitical tensions in Ukraine (shortage
& supply chain disruptions and Russia sanctions..), value in some
selected IG banks trading close to all-time high

➢

Avoid EU companies with high exposure to Ukraine & Russia.

Less demand: outflows due to expected quantitative
easing taper

However two things changed:
➢

Valuation. Credit spreads as a reflection of both
default risk & liquidity risk premium: current levels
of spreads close to CBs tightening (July 2013 Taper
tantrum episode/ December 2014 Fed Taper / July
2018 (ECB/Fed tightening))

➢

Investors’ positioning : outflows been severe/
capitulation well under way (similar to episodes of
July 2013 or January 2016 (oil crash)

In theory:

➢

First leg of spread widening representing increasing
liquidity risk premium typically a consequence of
Central Bank tightening & corporates loading bond
markets with new issues) and

➢

Second leg of widening translating into higher
default risk premium as fundamental deteriorate &
default/recession risks increase

By sector:
➢
➢
➢
➢

➢
➢

Autos: Renault most exposed to Russia
Basic industries: Arcelor most exposed to Ukraine
Retail: Auchan & Metro
Utilities: though local exposure i.e. Nordstream 2 investors
(Engie/OMV/Shell/Uniper & Wintershall), through gas activity
supply : Engie/RWE & Uniper, though gas-driven power
generation (A2A, Engie, Uniper, RWE & Enel)
Banks: more damaging second-round impacts, effect of sanctions,
impact on financial markets : most exposed Raiffeisen/Unicredito
and SocGen & Swiss banks (wealth management business)
Few multilateral Development Banks (MDBs) involved in the
region such as Eurasian, NewDev, IBRD..although benefiting from
preferred creditor status

Source: KBR, Bloomberg
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4.3 Corporate outlook : Sell-off creating opportunities with risks
more symetric
US & EU High Yield Spread
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5. Equities : Takeaways from the US earnings season
Q4 US earnings season was strong. Over 75% of companies beat top and bottom line expectations.
➢

The aggregate pace of growth of sales and profit exceeded market forecasts. Revenues came 2.9%
above forecasts, while earnings are topping estimates by 7.8%.

➢

For company exhibiting low earnings, disappointments were mainly linked to company specific
headwinds and were not pointing to weakness in demand. Notably, Facebook, Netflix, and PayPal
have been facing fiercer competition, leading to concern about their growth prospects. By contrast,
their peers like Alphabet, Visa and Mastercard published strong results showing that demand
remains robust.

➢

For the first time since Q2 2020 during the Covid outbreak, the S&P 500 forward P/E Ratio has
fallen below its 5-year average.

Source: Factset, Earnings insight
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5. Equities : Takeaways from the EU earnings season
With more than 60% of companies beating top and bottom line expectations, Euro STOXX 600 has seen
a steep increase in firms announcing consensus-beating results.
➢

The aggregate pace of growth of sales and profit exceeded market forecasts. Revenues came 5.2%
above forecasts, while earnings are topping estimates by 0.8%.

➢

In the beginning of the season, corporate earnings expectations were revised higher showing strong
momentum. Unfortunately, the Russia’s invasion of Ukraine which took place in the last day of the
month, will likely trigger profit warnings in specific sectors.

Source: Refinitiv I/B/E/S
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5. Equities : Market Sentiment
➢

➢

Sentiment indicators are not all pointing in the same direction. The fear & greed index shows an
extreme fear sentiment, this is most of the time a bullish reading as sentiment indicators are often
used as contrarian indicators. The reason behind this is simply that if market participant are in an
extreme risk-off mood, all the sellers should already have sold their positions and there should be
only buyers left in the market.
The skew index which is used to tell us how the market prices the probability of a black swan event
is currently at fairly low levels. As the index is derived from out-of-the money option on S&P 500,
this tell us that investors are not hedging their portfolio against extreme events.

Source: CNN Business

Source: The Market Ear
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5. Equities : Market Sentiment
➢

The American Association of Individual Investors (AAII) publishes a survey every Wednesday
where they ask to investors whether they are bullish, bearish or neutral.

➢

The Bull/Bear ratio is simply the % of Bull divided by the % of Bear. When this ratio reaches low
levels as we are seeing now, it signals that too many people are on the sell side and that we should
see a rebound soon. Keep in mind that this kind of indicator is far from being 100% reliable.

S&P 500

AAII Bullish/Bearish Ratio

Source: Bloomberg
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5. Equities : Market Sentiment
➢

➢

The % of Members above their 200 days Simple Moving Average (SMA) is a breadth indicator
rather than a sentiment indicator. It shows how the stock in an index are participating on the upside
or the downside.
During the first half of 2021 the readings of this indicator were extremely high, meaning that almost
all of the stocks were participating to the bull trend. Since June, stocks in the index went through a
correction (small cap, non profitable companies etc…). Thus, the indicator declined since then and
now only a third of the companies are still trading above their 200d SMA.

NYSE % Members > 200D SMA

Source: Bloomberg
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5. Equities : Growth stocks’ valuation are normalizing
The Nasdaq Composite, a proxy for
growth stocks, strongly benefitted
from the Federal Reserve balance
sheet
expansion
during
the
pandemic. As policy makers
embark on a monetary policy
tightening cycle, valuations of
growth stocks are returning to their
pre-Covid levels.

➢

P/Sales are below their preCovid highs.

➢

Forward P/E have come back
to level seen before the Covid
outbreak.

➢

The pressure on growth stocks
could last for some time but
valuation are becoming more
attractive.

Pre-Covid high

Pre-Covid high

Source: Bloomberg, CCMP Index (Nasdaq)
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5. Equities : Sectors rotation through economic cycles
➢

We are in the mid-to late bull market, Materials and Industrials outperform, as well as Energy and
Telecom equities.

Source: InvesTech Research and Standard & Poors
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6. Green Gazette
➢ TotalEnergies and Veolia have signed an agreement to produce biomethane from Veolia waste
and water treatment facilities operating in over 15 countries. The partners will develop and coinvest in a portfolio of international projects, with the ambition to produce up to 1.5 terawatthours (TWh) of biomethane per year by 2025. This production of renewable gas made from
organic waste will avoid 200K tons of CO2 per year.
➢ Airbus plans to use a superjumbo A380 to test hydrogen-powered jet engines as the company
prepares to bring a zero-emission aircraft into service by 2035 in collaboration with CFM
international. The converted test A380 should be flying by end 2026.
➢ India will allocate an additional 195 billion rupees ($2.62 billion) to boost investment in solar
equipment manufacturing, Finance Minister Nirmala Sitharaman said

➢ Aston Martin plans to sell only electric or hybrid cars within four years.
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6. Green Gazette
➢ As nuclear power makes a comeback, France is exploring new ways to dispose of materials that
can remain radioactive for 300’000 years. EDF is working in the decontamination of its Chooz A
central which was shut in 1991. The dismantling started in 2007 and will last until 2024. The cost
will be EUR 500mn and EDF will have reprocessed 23’000 tons of spent fuel, enough to power
France’s nuclear fleet for 14 years. Most hazardous waste will remain radioactive for centuries to
come. No other country has been able until now to do that.
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6. Green Gazette
➢ Most parts of a wind turbine come from China, this explains why there are so many delays due to
the disruption in the supply chain. On the other hand, the competition is very hard with Chinese
companies, Europe has to decide if this industry has to be actively sustained in order to reduce the
efficiency gap, as China did it with its own producers.
➢ At the time of closing this green gazette, there is no doubt that the invasion of Ukraine by Russia
will dramatically speed up the energy transformation in Europe. The alternatives are already
known. Europe must now immediately facilitate the procedures for all the projects that are
pending for approval and push for new global leaders in that field. Next winter is only in 9
Months!

Source: Financial Times
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7. Cross Asset : Palladium
➢

Russia represents more than 46% of the global production of Palladium. If the tensions continue to
escalate and the sanctions strengthened we might encounter some issues regarding the supply of
palladium.

➢

Palladium is mostly used in the automotive industry in catalytic converter. The property of the
palladium helps to reduce the environmental impact of exhaust gas in your car. Palladium is also
used in the semiconductors placed in the photovoltaic panels due to its resistance to oxidation.

➢

Electric Vehicles do not need Palladium, this means that if Palladium becomes more scarce and
expensive, this could help for a faster transition towards electric vehicles.
Palladium usage
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Conclusions
➢

Geopolitical tensions around the World remain the major black swan
for markets.

➢

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 ! The
Ukraine crisis complicates the path to higher rates for central banks
around the world.

➢

Look for decorrelated assets and strategies.

➢

Covid will continue to be part of our lives, but markets have integrated
that.
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Appendix
1. Equities vs bonds ?
2. Bitcoin

3. Rolling the Dice
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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)

1.432
1.404

2.4845

-0.5313

Source: Bloomberg, 28/02/22.
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Appendix 2: Bitcoin
BTC / USD

Source: Bloomberg, 28/02/2022.
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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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