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1.1. Market highlights
➢

After a break in March, Risky Assets resumed their downward trend in April. The US underperformed, especially the
Nasdaq which is experiencing its worst start of the year since 1971. Higher interest rates expectations, supply chain
disruptions, lockdowns in China and the Russia/Ukraine conflict remain the main reasons for the decline.

➢

Russia closes the tap to Poland and Bulgaria because these two nations have not paid their gas bills denominated in
Ruble...

➢

The grace period for defaulted Russian bonds is coming to an end...will an official default be declared?

➢

Long-term rates continue to rise. The US 10y flirted with 3% while in Europe the German 10y approached 1%.
Peripheral spreads have widened further and this could continue until the ECB gives a clear message on its monetary
policy intentions. The re-election of Mr. Macron has not allowed the French spread to tighten.

➢

Credit spreads have also widened in most segments, although they remain at unconcerned levels. Default rates are
stable for the moment.

➢

The FED is expected to raise rates by 3.25% by March 2023. This should be the fastest monetary tightening in
history, which will push the Dollar Index to very high resistance. The market is expecting 7 rate hikes of 10bps from
the ECB by the end of the year...this is on the condition that the Economies of these geographical areas do not slow
down more than expected.

➢

The Yen is at a 20-year low due to the BoJ's ultra-accommodative monetary policy and against other regions of the
World.

➢

Q1 earnings period started. For now, the results are above estimates with a few exceptions like Netflix and Amazon
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1.2 Europe Dependency to Russian Energy
➢

Europe is weighing the possibility of an embargo on Russian oil in order to stop financing the war
in Ukraine.

➢

Europe imported 3,8 Mio barrels per day from Russia before the war. These barrels could possibly
be replaced by Middle East suppliers. These suppliers are currently sending oil to Asia, we could
then see a shift as Russia would supply Asia and Middle East would supply Europe.

➢

Japan will ban Russian coal imports, joining the EU and G7 allies to target the country’s energy
sector for the first time. Japan is the world’s third-largest coal importer after India and China, and
Russia was the country’s second-largest supplier in 2021, accounting for more than 10% of imports.

Source: Polish Economic Institute
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1.2 Europe Dependency to Russian Energy
➢

EU has set a goal to lower its reliance on Russian energy by two thirds by end of 2022.

➢

As for today, it’s too early to speak about an embargo on Russian Gas as EU is still too
dependent and the substitution would be harder than for oil. If a ban on Russian oil was
announced now, this would send EU in a recession quiet quickly.

➢

In order to reduce the reliance on Russia, different levers will be used. Equinor in Norway
will produce more gas for EU, US will export more LNG to EU and Qatar could replace up
to 60bcm of gas from Russia by 2030. Renewable could also replace up to 20bcm by the
end of the year, mainly with solar and wind energy.

Source: Al Jazeera

Source: Financial Times
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1.2 Europe Dependency to Russian Energy
➢

On April 27th Russia decided to cut off
gas to Poland and Bulgaria as they
didn’t accept to comply with their
request to pay for the Gas in Ruble.

➢

This comes just a week before Germany
is supposed to pay for its gas in Ruble.
It’s certainly a reminder from Russia to
show what could happen if they refuse
to pay in RUB.

➢

Poland said that they have enough gas.
Bulgaria on the other hand has enough
gas for only 1 month. But other
European nations will be able to buy
more gas in order to supply Bulgaria.

➢

Other sources of tensions are arising in
the energy sector. Algeria threatened
Spain to cut the Gas flow if the latter
sells Algerian gas to Morocco.

Source: Bloomberg
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1.2 Russia: Debt default ?
➢

Russia was in a 30 day grace period to pay its debt denominated in USD. Moscow waited
till the last day to announce that it will dig in its USD reserve to reimburse its bonds.

➢

More bonds are getting close to maturity, we don’t know yet if Russia will continue to use
its reserve to avoid a default.

➢

Russia has the money to pay its debt, the issue is on the compliance side. No bank wants
to receive money from Russia, so despite the money being sent, no investor has received
anything. We have never seen this kind of situation before, it will be up to the Credit
Derivatives Determinations Committee to decide whether or not it is considered as a
classic default.

Source: FT

Weisshorn Asset Management IC 05/2022

7

1.3 China : Covid
➢

Cases of Covid in China kept growing in April. Even though people are starting to
complain about the situation and investment professionals are saying that the impact on
the economy will endanger Chinese economic outlook, the government didn’t change it’s
zero-covid policy and imposed lockdowns on many of the biggest cities of the country.

➢

More than 70% of the GDP is affected by the restrictions. Plus, lockdowns do not help
supply chain bottlenecks, each green dot on the chart below represents a cargo waiting to
unload its shipment in Shanghai’s port.

➢

This situation is worrying for Chinese growth as currently many people are unable to go
to work. The target for Chinese GDP growth is still 5,5% but banks and analysts at IMF
have already revised their target below this level for 2022.

Source: Gavekal Dragonomics

Source: MarineTraffic.com
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1.3 China : Covid
➢

On the positive side, more than 83% of the Chinese population is vaccinated. Which
means that despite thousands of new cases discovered everyday, the amount of people
needing hospitalization should be low.

➢

On the negative side, the Sinovac Vaccine seems to be less effective against the Omicron
variant compared to the BionTech. But with two doses the effectiveness is higher.

Source: Statista

Source: Eonomist.com
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1.4 Interest rates : Hikes
➢

US interest rates have climbed their way to levels not seen since 2018.

➢

The market is worrying about how high interest rates will go, this will mainly depend on
inflation and the resilience of the US economy. Deutsche Bank is already forecasting that
there will be a US recession by the end of 2023.

➢

The market is pricing a clear path towards interest rates which should reach 2,75% at the
end of the year. As for now, the main concern is by how much the FED will deviate from
this path.

Source: CME Group

Source: Deutsche Bank
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1.4 Interest rates : Hikes
➢

In Europe, 7 interest rates hike are priced by the end of the year and 10 by the beginning
of 2023 in the US.

➢

Different theories are saying that too many hikes are priced mainly because the current
environment will not allow Central Banks to raise interest without causing a recession.

➢

Central Banks will have a tough choice between supporting the Economy or controlling
the prices. So far, through their speech it seems that they are more focused on prices.
ECB Implied Policy Rate

Source: Bloomberg
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1.4 Interest rates : Yield Curve
➢

The spread between the US 10y and 2y turned negative in early April. This generally
announces a recession coming in the 12 to 18 months.

➢

Despite this inversion being a negative news for the market, let’s keep in mind that this
indicator is not perfect and even if it really announces a recession, this means that we
would still have about 12 to 18 months of growth which will support the equity market.

➢

In Europe, the spread between the German 10y and 2y is still far from an inversion.

Spread US 10y – 2y

Source: Bloomberg

Spread GER 10y – 2y

Source: Bloomberg
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1.4 Interest rates : Credit Spread
➢

In Europe, credit spreads kept widening to reach 86 bps. Even though it shows that the
markets are more stressed than last year, we are still far from 2012 level. At this level the
market does not expect a major issue on the credit market.

➢

In the US, spreads have also widened, but the conclusion is the same. We are still at levels
where the market is stressed but not worrying about a collapse.

Credit Spread EU IG

Source: Bloomberg

Credit Spread US IG

Source: Bloomberg
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1.4 Interest rates : peripheral spreads
➢

Peripheral spreads are quiet resilient. In Italy we are still well below the level during the
Covid crisis and the same is true for France.

➢

Investors are certainly weighing the fact that during the last months the European Union
has shown how unified the members are and that they will support each other economies.

➢

Plus, in France Macron has been reelected which released the pressure on the possibility
that Le Pen would take his place.
Spreads 10y Italy vs Germany

Source: Bloomberg

Spreads 10y France vs Germany

Source: Bloomberg
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1.5 Macro : Growth Expecations
➢

IMF growth expectations for 2022 GDP was revised up from the beginning of 2021 till
October 2021. Then when Central Banks stopped using the word transitory to qualify
inflation, the revision have been going down.

➢

Yet, despite the revision going down, we still stand at decent level of growth. The only bad
surprises came from the US where the GDP growth QoQ for Q1 came at -1,4% while
economist were betting on +1,1%.

IMF 2022 GDP Growth expectations
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1.5 Macro : European PMI
➢

In Europe, PMIs have shown resiliency.

➢

The Manufacturing PMI stands still well above the expansion level, and despite pressure
on the supply chain the Purchasing Manager are still confident about the future.

➢

The main surprise came from the Services index marking a net rebound and standing at
levels above the pre-covid era.
Services PMI

Manufacturing PMI

Source: Bloomberg

Source: Bloomberg

Weisshorn Asset Management IC 05/2022

16

1.5 Macro : LATAM Inflation
➢

Inflation isn’t only concentrated in Developed Countries, it also reaches Emerging
Markets which are even more suffering.

➢

Latin America countries are especially hit by inflation on food.

➢

Higher food prices means that the population is losing purchasing power. Governments
will have to find measures to help the population, otherwise we could see protestations.

Countries

Inflation

Venezuela

284,4%

Argentina

51,3%

Brazil

11,3%

Chile

9,4%

Colombia

8,5%

Mexico

7,5%

Peru

6,8%

Source: Bloomberg

Source: Bloomberg
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1.7 Long term views
➢

US & EU central banks will soon stop their asset purchases, except if the war in Ukraine pushes the
economy back into recession. We still think the FED will probably not raise rates to 3% in the next 12
months; it would cause too much stress on the banking system and the economy. Despite the tightening
of financial conditions, the economic environment remains favorable to risky assets, but political
tensions and uncertainty dampen the short-term enthusiasm. 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 quickly. This process has already started.

➢

Europe is sending heavy weapons to Ukraine, especially Germany. The German U-Turn on foreign
policy and defense is remarkable. Germany and Europe will strengthen their army. Spending will
increase significantly in this space.

➢

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. Western households have never been so
wealthy.

➢

It seems the FED is serious when it comes to raising rates. But Uncle Sam’s country has never entered a
recession at the beginning of a rate hike cycle. Nevertheless, the US economy is slowing down from its
rapid expansion pace but should remain buoyant.

➢

A move towards restrictive fiscal policies would be a greater risk for equity markets. It has already
materialized for unprofitable corporations, which only grow their top line. Strong balance sheets are
outperforming. As long as inflation is elevated, the trend will not reverse.

➢

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.
Source: Premyss.
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1.7 Long term views
➢

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
another 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 an engine of global growth.

➢

In Europe, there is a high probability that the stability pact could be abandoned or tricked; Hopefully,
Germany will show more solidarity with the indebted South European countries. Some spending could
be classified as “investment” and not counted as spending.

➢

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. This is comparable with the beginning of
industrialization in the 18th century. Corporations involved will continue to flourish, but multiple
compression is at work.

➢

Fighting against global warming remains a mega theme. Thanks to new regulations and government
spending, demand will be strong for low carbon-emitting infrastructure 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 lower fossil energy supply and drive prices higher.

➢

Gold is in a long-term appreciating trend. The yellow asset remains a diversification tool in the
portfolios, as Bitcoin will become. In a crisis, the latter has two advantages to gold: It is portable and
easier to transfer.
Source: Premyss.
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1.7 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.

➢

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.
Bonds are risky because of their low expected returns relative to their volatility. Nevertheless,
performance should be less negative on December 22 than at the end of April. Don’t forget that central
banks can raise rates and implement QE.

➢

Nominal bond rates will stay below 30-year historical averages; It is essential to 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 to the network effect and ease of use.
Decentralized finance is a fast-growing industry. It is cheaper and more rewarding than traditional
finance. A significant portion of the financial sector's revenue streams will likely have gone to Defi in
five to ten years. Expect painful corrections along the way.

Source: Premyss.
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2.1. Equity Performance Review
➢

April was a bloody month for all equities market.

➢

Chinese equities lost some ground due to lockdown.

➢

European and US Equities fell due to rising interest rates and Geopolitical tensions.

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
-13,5%
-13,3%
-21,2%
13,7%
-18,8%
-14,9%
-4,9%
-15,9%
-18,5%
-8,7%
-18,6%
-12,3%
-19,5%
-10,5%
-20,3%
-32,2%
94,0%

% YTD in EURO
-5,6%
-5,4%
-13,3%
20,2%
-11,5%
-7,7%
2,5%
-8,7%
-11,2%
-1,5%
-11,3%
-4,7%
-11,4%
-3,2%
-12,7%
-24,4%
101,8%

% 1M in USD
-8,4%
-8,8%
-13,3%
-15,0%
-7,3%
-5,9%
-3,9%
-6,6%
-6,9%
-3,1%
-7,8%
-5,6%
-10,1%
-4,3%
-10,5%
5,9%
62,5%

% 1M in EURO
-3,5%
-3,8%
-8,3%
-10,0%
-2,6%
-1,2%
0,8%
-1,9%
-2,2%
1,6%
-3,1%
-0,8%
-5,2%
0,4%
-5,2%
10,9%
67,4%
Source: Bloomberg 30/04/22.
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2.2. Sector Performance Review
➢

The de-rating on the technology sector is still ongoing. Growth expectation is taking its toll on the
Consumer Discretionary sector.

➢

Energy sector is still benefiting from high energy prices due to Geopolitcal tensions. Consumer
Staples ends the month in positive territory and plays its role of defensive sector.

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

Europe % YTD
-18,9%
-1,8%
22,3%
-5,9%
2,6%
-13,9%
-20,8%
0,4%
3,2%
-0,9%

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

USA % YTD
-21,0%
0,7%
35,4%
-11,7%
-7,6%
-10,1%
-18,9%
-6,3%
-26,0%
-0,5%

USA % 1M
-13,0%
2,4%
-1,6%
-10,0%
-4,8%
-7,6%
-11,3%
-3,5%
-15,8%
-4,3%

World % YTD
-21,5%
-2,9%
28,7%
-10,4%
-7,8%
-14,1%
-20,8%
-3,0%
-22,9%
-2,2%

World % 1M
-12,1%
0,7%
-1,5%
-9,0%
-4,6%
-8,4%
-11,9%
-5,5%
-13,8%
-3,5%

Source: Bloomberg 30/04/22.
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2.3. Performance Review, FX and commodities
Currencies
Against USD
YTD

1M

EURO

-7,3%

-4,7%

JPY

-12,7%

-6,6%

GBP

-7,1%

-4,3%

CHF

-6,5%

-5,3%

CNY

-4,0%

-4,2%

HKD

-0,6%

-0,2%

CAD

-1,7%

-2,7%

AUD

-2,8%

-5,6%

➢

The divergence between the FED monetary
policy and other Central Banks policy helped
to push the USD higher.

➢

When Russia stopped sending gas to Poland
and Bulgaria, Gas prices skyrocketed once
again and gained 27% this month.

Against Euro
YTD

1M

USD

7,9%

5,0%

JPY

-4,6%

-1,7%

GBP

0,3%

0,4%

CHF

1,1%

-0,5%

CNY

3,6%

1,1%

HKD

6,6%

4,5%

CAD

5,8%

2,1%

AUD

4,6%

-0,9%

Against CHF
YTD

1M

EURO

-1,1%

0,5%

USD

6,3%

5,2%

JPY

-6,0%

-1,4%

GBP

-0,8%

0,9%

CAD

4,6%

2,6%

AUD

3,6%

-0,4%

HKD

5,7%

5,1%

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

39,2%
40,6%
55,8%
103,7%
3,7%
-2,3%
-3,0%
22,2%
8,7%
0,5%
37,9%
35,4%
28,6%
-1,6%
2,5%
35,3%

4,4%
1,3%
8,9%
27,1%
-2,1%
-8,1%
-4,8%
2,6%
-12,6%
-5,8%
9,3%
3,8%
5,6%
-1,7%
-0,7%
12,3%
Source: Bloomberg 30/04/22.
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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. 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 52,64% Risky Assets*, 15.66% 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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5.1 Equity Market : Technical Indicator
➢

The AAII Bull/Bear ratio has reached levels that we didn’t see since early 2009. The
amount of people having a Bearish view on the market is almost 4 times higher than
people having a Bullish view.

➢

This ratio is a contrarian indicator. It suggests that when so many people are bearish,
everybody has exited the market and that there are only buyers left. Plus, when bearish
will turn bullish this will add a lot of inflow in the market.

➢

Warren Buffett can still be counted in the Bullish segment as he took profit of the
correction to increase its stake in companies such as Apple, Chevron, HP and Occidental
Petroleum.

Source: Bloomberg
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5.1 Equity Market : Technical Indicator
➢

The two indicators below are used to follow the market breadth. They show how many of
the stocks in an index are participating to the rise or the fall of the index.

➢

The % of members above 200D SMA shows us that we are still in a situation where many
stocks fell and didn’t bounce back.

➢

Yet, the positive side is that we can see a divergence between new highs and new lows of
the indicators and the index. This divergence is positive as it shows that the breadth is
getting better even though the index is trading close to new lows.
S&P 500 % Members above 200D SMA
S&P 500 Advance Decline line

Source: Bloomberg

Source: Bloomberg
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5.1 Equity Market : EPS
➢

So far, more than half of the S&P 500 companies have reported their earnings. 80% have
beaten analysts estimates which is above the 5 year average that stands at 77%. But on the
other hand, on average they beat estimates by 3,4% whereas in normal times the average
is at 8,9%.

➢

Growth still exists, especially for sectors having a strong link to inflation like Energy and
Materials. Only 3 sectors are reporting negative growth, Communication services,
Financials and Consumer Discretionary.

Source: Factset

Source: Factset

Weisshorn Asset Management IC 05/2022

28

6. Green Gazette
➢ According to estimates from the UN Food and Agriculture Organization and the Ukrainian government,
20 to 30% of land in Ukraine producing winter grains, corn and sunflowers will remain unplanted this
spring or will be unharvested in July and August. The resulting global gap between supply and demand
for food and feed could raise international food prices by a further 8 to 22% above their already elevated
levels, according to the UN FAO. Russia and Ukraine are important exporters of grains and sunflower oil,
accounting for about 30% of global wheat trade.
➢ South Korea’s incoming government will reverse the country’s phasing out of nuclear power. Another
private South Korean initiative led by LG Energy Solution, the world’s second biggest EV battery maker,
has signed a USD 9bn contract with an Indonesian company, PT Aneka Tamban and Indonesia Battery
Corporation (Antam). They will build mines-to-manufacturing electric-vehicle supply chain, as battery
makers look to reduce their reliance on Chinese suppliers and mitigate commodity price rise. This news
was announced just days after CATL of China, the world’s biggest EV battery maker, signed a USD 6bn
deal with Indonesian companies including Antam to produce a similar project.
➢ Glencore was hit by shareholder revolt at the group’s annual meeting where almost 24% of votes opposed
to a resolution seeking approval for the company’s climate progress report.
➢ Impacts of the invasion of Ukraine:

➢ Lithuania ends imports of Russian gas. It’s the first country with Estonia and Latvia also temporarily
stopping imports in response to Moscow’s invasion.
➢ Eon, which is Germany’s biggest energy company, runs one of the three remaining nuclear sites in the
country, has ruled out extending the life of its nuclear power station in Germany, even as Europe’s largest
economy prepares for the rationing of energy supplies and moves to wean itself off Russian
hydrocarbons.
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6. Green Gazette
➢ Conclusions at the end of April:
➢ Since the start of the invasion, the EU has paid
Russia more than EUR 20bn for gas imports.
Business as usual…?
➢ The REPowerEu action aims to reduce the Russian
energy consumption (155 bcm in 2021) by 2/3 by
the end of 2022. That could be compensated as
seen below:

Source: FT
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6. Green Gazette
➢ The worldwide trade in LNG was about 515 bcm last year. The EU imported 77bcm of that. The problem
the EU is facing right now is that gas infrastructures makes it difficult to get LNG supplies where they are
most needed. The EU spare capacity to regasify LNG is based in Spain and Portugal but the needs are
located in northern Europe, mainly Germany (which has zero LNG import facilities but floating storage
and regasification units could offer a partial solution). The other problem is that according to Oxford
Institute for Energy Studies, LNG global supplies will increase by a total of only 43 bcm this year. A
competition between Europe and Asia is going on to get more ships. There are no more ships either!
➢ The EU average use of gas for heating is 39%. Supply constraints on installers, availability and cost of
materials and equipment means it’s impossible to upgrade millions of homes in a single year. You can’t
install so many heat pump neither the same for wind turbines and solar panels. It’s sure, coal
consumption will rise again. By operating at maximum capacity, the EU could replace the equivalent of 12
bcm of natural gas this winter. Just a portion of what is crucially needed as you can see in the upper
chart.
➢ The US has also to face the risk of investing billions of USD in LNG infrastructure that need decades to be
amortized and contracts of 2 decades or more. The EU climate targets are unchanged, aiming to cut
emissions by 55 per cent by 2030. Too short to sign new US LNG contracts. US LNG producers won’t be
interested. The EU hate fracking, but if it is produced in the US it’s OK, dual language to save the Planet?
The extension of coal production can only be temporary as well with those EU targets.
➢ There is no quick fix to those huge European energy problems. The ultimate consequence will be a
profound need to change behavior (like Japan did after Fukushima with an important reduction in
energy demand) but winter 2022-23 will probably push policymakers to decide who will suffer from the
shortage of energy for the part that won’t be compensated for the replacement of Russian energy sources.

Weisshorn Asset Management IC 05/2022

31

7. Cross Asset : BTC – S&P 500 Correlation
➢

We have always said that adding cryptocurrencies in a portfolio would increase diversification. This
is less and less true since the beginning of the year.

➢

As the adoption of digital assets continues. Institutional investors have started to add them in their
portfolios. This means that when they need to lower the risk of their investments because the
market is stressed, they are selling their holdings in cryptocurrency. This is why the correlation
between the equity market and the crypto market is increasing.

➢

As the market is going through a correction, it’s not surprising that all asset classes tend to have a
higher correlation. So, we think that this correlation should be temporary.

Source: Pearson
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Conclusions
➢

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

➢

Despite higher volatility, Equities remain one of the best asset class to
hold at the beginning of rate hike cycle. Styles rotation will continue.

➢

The divergence of Central Banks monetary policies will bring volatility
to currencies. Watch out USD !

➢

Look for decorrelated assets and strategies.

➢

Covid will continue to be part of our lives, but markets have integrated
that. It’s yet to see when China will accept to live with the virus.
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Appendix
1. Equities vs bonds ?
2. Bitcoin

3. Rolling the Dice
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Appendix 1: Equities vs bonds ?
➢

European Dividend Yield are still more attractive than Government Yield.
Whereas in the US the rates have caught up the dividend.

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

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

Source: Bloomberg, 28/02/22.
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Appendix 2: Bitcoin log vs normal scale
BTC / USD

Source: Bloomberg, 31/03/2022.
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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

Weisshorn Asset Management IC 05/2022

37

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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