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1.1. Market highlights
➢

Equity markets closed its worst H1 since 1970. The US 60/40 portfolio closed its worst H1 even with 16.1%. Bond and Equity markets erased more than 30T of wealth since the beginning of the year.

➢

Investors are in total confusion between inflation and the risk of recession. Visibility has rarely been so
low.

➢

Most economic indicators have deteriorated in recent months, increasing the likelihood of a recession in
the next 18 months.

➢

Many commodities fell in June and dragged companies in the sector into a correction phase. All sectors
posted negative performances in June.

➢

Wages are gradually adjusting upwards but not as fast as inflation...the lowest wages are losing
purchasing power.

➢

Central Banks are mobilizing to counter inflation, although some are taking longer to set up.

➢

China is starting to get its head above water and activity is slowly picking up after the strict lockdowns.
The real estate market remains fragile, which implies significant support from the Government and the
PBOC.

➢

Russia default! USD 100M of coupon on 2 bonds have not been paid due to sanction despite the fact
that Russia is financially able to pay…

➢

The earnings season will begin in a few days. Disappointments or downward guidance revisions could
bring new pressure on the markets. If not, we could see a significant rebound in H2.
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1.2 Macro : Slowing PMIs
➢

The macroeconomic situation continues to deteriorate. The Citi Economic Surprises Index
was still in positive territory during the month of May. However, the surprises have been
negative throughout the month and we are now in the red on this indicator.

➢

The PMI shows the same result, with the majority of these leading indicators showing signs
of deceleration. Inflation and rising interest rates are weighing on economic activity.

➢

It is only in China that we can see PMIs recovering in the hope that the end of the lockdown
will improve the current situation.
Citi Economic Suprises Index World

Source: Bloomberg

World PMIs

Source: Bloomberg
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1.2 Macro : GDP Expectation
➢

In the US, growth expectations for the second quarter are negative. If the Atlanta Fed is
correct in its calculation, this will be the second consecutive quarter of negative growth.
In other words, we would be in a technical recession. The first publication of Q2 GDP
should be on July 28th.

➢

Consumer confidence is also at its lowest point since 2012. The current economic climate
is weighing on the mood of consumers who see no immediate signs of improvement.
However, this indicator sometimes gives good contrarian signals.
Atlanta FED GDP Now

Source: Bloomberg

US Consumer Sentiment

Source: Bloomberg
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1.2 Macro : Easing Inflation Expectation
➢

Although the inflation numbers continued to surprise on the upside, the market is now
pricing a recession. If indeed a recession were to occur, consumption would fall. A drop in
consumption should therefore allow inflation to return to the FED's target levels.

➢

It is in anticipation of this recession that inflation forecasts have been lowered during the
month of June. The FED is also expecting to see some easing on inflation during the
coming months.

10 Year Breakeven Inflation

Source: Bloomberg

US Inflation surprise index

Source: BCA Research
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1.2 Macro : Easing Inflation Expectation
➢

Expectations of slower growth can be seen in the prices of certain metals. Both Aluminum
and Copper have corrected sharply in recent weeks after reaching record levels in recent
months.

➢

While demand for these metals is fading, the reopening of China may well provide
support for demand in the short term.

➢

Goldman Sachs view is that despite a recent slowdown after a major bull market, the bull
market should resume soon as there is a huge misallocation of capital that should flow
into the material and energy sector.
Aluminum
Copper

Source: Bloomberg

Source: Bloomberg
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1.2 Macro : Easing Inflation Expectation
➢

The same is true for Nickel, which has also fallen in recent weeks. Especially since the
LME cancelled the trades that occurred when Nickel prices surged this year.

➢

The Bloomberg Commodity Index is also showing signs of a comeback although it
remains on extremely high levels.

➢

Overall the level of the commodities is still 1.5 time higher than during the pandemic
crisis and we need to see further downside in order to have a positive impact on inflation.
Nickel

Source: Bloomberg

Commodity Index

Source: Bloomberg
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1.2 Macro : US Labor Market
➢

The state of the labor market remains very tight in the U.S., there is still a shortage of
low-skilled workers while companies are looking to hire heavily. While the state of the
labor market allows for salary raises to be requested, the size of those raises is not enough
to keep up with inflation. This means that workers are earning less now than before the
pandemic in real terms.

➢

The savings rate has also fallen, but this is less worrisome, as American households saved
heavily during the health crisis and are now catching up on all the spending they missed
during the lockdowns.
Real Wages

Source: Bloomberg

US Savings as % disp. Inc.

Source: Bloomberg
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1.3 Central Bank : Recent Activity
➢

At the level of Central Banks, they all
show the will to fight inflation by
raising their interest rates. The FED
raised its rates by 0.75% at its last
meeting in June.

➢

The SNB also surprised the market
by raising interest rates by 0.50% at
its last meeting. The SNB usually
waits for the ECB's decisions before
raising its own rates to avoid CHF
appreciation, but this time it was
ahead of them.

➢

For its part, the ECB announced that
it intends to raise its rates to -0.25%
at its next meeting on July 21.

➢

It is only the Bank of China that is
positioning itself to stimulate its
economy by cutting its key rates in
order to reach the 5.5% target GDP.
Source: Charlie Bilello
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1.3 Central Bank : Update on the ECB
➢

The ECB wants to raise its interest rates during its next meeting. According to its plans, it
should raise them from -0.50% to -0.25% and then in September it will continue to raise
rates more aggressively.

➢

Higher interest rates would mean a higher cost of debt for states that are already heavily
indebted (e.g. Italy). In order to prevent the cost of debt from increasing too much for the
less financially sound states, the ECB announced that it will implement a new tool to
manage the peripheral spread.

➢

As of July 1, the ECB has ended its quantitative easing program and is expected to stop
buying new bonds and only reinvest the money received from maturing bonds.
Interest Rate Hike Expectations

Source: Bloomberg

EU inflation forecast and 10y GER

Source: Bloomberg
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1.4 Russia/Ukraine War
➢

Although the war broke out more than 4 months ago and many restrictions have been put in
place, Europe is still very dependent on Russian energy. During the first 100 days of the war,
Germany, Italy and the Netherlands were Russia's main trading partners in terms of fossil fuel
imports, Europe was only beaten to first place by China.

➢

Now that energy independence plans have been put in place, Russia has decided to reduce its gas
exports to Europe in order not to let them fill up their stockpile and keep its grip on Europe.

➢

Since the French parliamentary elections, Europe has been weakened. Indeed, now that Macron
no longer has an absolute majority in the National Assembly, he will have to fight and create
alliances with other parties in order to continue to govern as he wanted.

Energy Exportation from Russia

Source: Visualcapitalist.com

Russia Gas Exportation to Germany

Source: Bloomberg, Deutsche Bank
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1.5 China : Covid Situation
➢

Since the beginning of June, China has reduced its containment restrictions. The lifting of
its restrictions meant that the Chinese economy was on the right track to recovery.
However, China is still enforcing its zero-covid policy. As new cases have been detected,
some provinces are once again under restrictive measures and even though the
containment period for foreigners has been reduced, tourists still have to isolate
themselves for more than 10 days before they can go out on the streets.

➢

The positive side is that as the restrictions are easing, we can see that the supply chain
congestion is improving. The hours a containerships must be waiting before unloading
have been decreasing since early May.
Average Waiting Hours Containerships

Source: VesselsValue

China New Covid Cases

Source: Bloomberg
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1.5 China – Real Estate
➢

The pressure on the Chinese real estate market is still present. Recently, Shimao, a
Chinese property developer, defaulted on its USD debt. As for Evergrande, the company
is preparing a restructuring plan while several legal actions have been filed against the
company.

➢

In addition, partly due to Covid, the real estate market is slowing down and for the first
time in more than 5 years, the price of new constructions is decreasing.

➢

The Chinese government will have to help developers restructure and implement
stimulus packages to support the property market.
Shimao’s debt

Source: Bloomberg

China Newly Built House Prices YOY

Source: Statista
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1.6 Politics : New political Landscape in France
➢

We have had the results of
the
French
legislative
elections during the month.
This time the Ensemble party
only gained a relative
majority. This means that the
president will have to look for
allies if he wants to
implement his policies.

➢

The Rassemblement National
was the surprise winner,
taking more than 89 seats.
On the left, the NUPES, the
second most represented
party, won 131 seats.

➢

It is therefore through
different parties and ideals
that the president will have to
find allies and try to
implement his program.

Source: Ministère de l’intérieur Français
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1.7 Long term views
➢

There is a lot of confusion currently. This has a significant impact on the morale of economic agents and
investors. This explains the low level of sentiment surveys. There is little chance that the uncertainty
will disappear in the coming months, so that we can expect erratic market behavior. Our baseline
scenario is based on a sideways movement of the equity and bond markets with no clear direction: for
example, 3300 -3900 on the SP500 index would be the low of the range, and 4200-4300 would be the
top.

➢

The FED is quickly hiking rates and implementing quantitative tightening simultaneously. If the
economy is shrinking, it is a deadly mix. We still think the FED will probably not raise rates to 3%, and
even less 3.5%, in the next 12 months; We are close to the point where the FED will change its stance
and wording. The fall of financial asset prices will reduce private consumption.

➢

Fiscal and tax policies are now a significant component of recovery scenarios. Governments will
subsidize the middle class should energy prices rise too quickly, which is an aberration for the climate
change goals, but getting re-elected is more important. High fuel prices hamper household spending.

➢

In Europe, there is a high probability that the stability pact could be abandoned or tricked; Maastricht
rules are suspended already till the end of 2023. Some spending could be classified as “investment” and
not counted as spending. Hopefully, Germany will show more solidarity with the indebted South
European countries.

➢

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, closely resembles what
we are going through currently. Otherwise, interest rates should be five to six percent higher to
resemble the Volker period.
Source: Premyss.
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1.7 Long term views
➢

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 in most European countries.

➢

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. 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.

➢

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

➢

AI, data management, and the Metaverse are themes that have many years to go. There are substantial
investments to be made, 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 when we need it the most, driving their prices higher. It seems that the
US will lag in this process; the Republicans are reluctant to give up on oil and coal, making the country
prosperous.
Source: Premyss.
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1.7 Long term views
➢

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. Will 2022 prove it wrong?

➢

Equities will deliver better (real) returns than bonds over the next ten years but expect lower than
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. US government bonds are starting to look slightly more attractive at 3% or more in the long
end. Think about it for portfolio construction purposes.

➢

Nominal bond rates will stay below 30-year historical averages; Finding bond proxies with low
correlation to equities and higher expected returns remain essential.

➢

US TIPS remain interesting, thanks to their “coupon” linked to CPI; real rates will also go down if the
FED starts pivoting to a more accommodative tone.

➢

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. Corrections are painful when they happen.

Source: Premyss.
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2.1. Equity Performance Review
➢

➢

It was another shaky month for the equity markets. Inflation figures, Central Bank rate
hikes and fears of a global recession sent down stock market indices in the major
developed markets.
However, it is worth noting that China ended the month on a positive note, as the
prospect of the end of the containment measures restored investors' confidence.

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
-21,2%
-20,6%
-29,5%
-0,3%
-27,4%
-24,3%
-12,9%
-25,0%
-27,3%
-14,9%
-29,9%
-21,2%
-26,3%
-7,2%
-12,0%
-15,7%
66,7%

% YTD in EURO
-12,7%
-12,1%
-21,0%
7,1%
-19,6%
-16,5%
-5,2%
-17,2%
-19,5%
-7,1%
-22,1%
-13,1%
-17,0%
0,6%
-3,7%
-7,2%
75,2%

% 1M in USD
-8,8%
-8,4%
-8,7%
-22,5%
-11,2%
-10,5%
-9,1%
-10,8%
-13,5%
-10,8%
-15,4%
-7,0%
-8,7%
2,1%
6,2%
11,3%
9,6%

% 1M in EURO
-6,4%
-6,0%
-6,3%
-20,0%
-8,8%
-8,2%
-6,8%
-8,4%
-11,2%
-8,5%
-13,1%
-4,7%
-6,3%
4,4%
8,7%
13,7%
12,0%
Source: Bloomberg 30/06/22.
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2.2. Sector Performance Review
➢

In terms of sectors, Consumer Discretionary is still suffering from the economic slowdown and is
posting a double-digit negative monthly performance. Inflation-linked sectors such as Energy and
Materials also gave back some of their gains and ended the month negatively.

➢

Defensive sectors performed the best with Healthcare and Consumer Staples both down only 3%
for the month.

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

Europe % YTD
-24,4%
-8,1%
21,2%
-12,2%
-3,1%
-24,8%
-32,1%
-15,4%
0,2%
-11,1%

Europe % 1M
-6,5%
-2,5%
-10,8%
-8,5%
-2,3%
-10,6%
-11,4%
-15,4%
-4,4%
-9,6%

USA % YTD
-33,1%
-6,8%
29,2%
-19,5%
-9,1%
-17,5%
-27,2%
-18,7%
-30,5%
-2,0%

USA % 1M
-10,9%
-2,9%
-17,0%
-11,1%
-2,8%
-7,5%
-9,4%
-14,1%
-7,7%
-5,1%

World % YTD
-31,9%
-9,8%
24,0%
-17,5%
-10,3%
-21,8%
-29,7%
-17,5%
-27,8%
-6,2%

World % 1M
-10,1%
-3,4%
-15,0%
-10,3%
-3,2%
-8,5%
-9,9%
-15,6%
-7,6%
-6,9%

Source: Bloomberg 30/06/22.
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2.3. Performance Review, FX and commodities
Currencies
Against USD
EURO

YTD

1M

-7,8%

-2,3%

JPY

-17,9%

-5,5%

GBP

-10,0%

-3,4%

CHF

-4,6%

0,5%

CNY

-5,4%

-0,4%

HKD

-0,6%

0,0%

CAD

-1,9%

-1,8%

AUD

-5,0%

-3,8%

➢

The SNB rate hike took the market by surprise
and contributed to a surge in the CHF. It
appreciated against almost all currencies and
even reached parity against the EUR.

➢

The pressure on commodities eased somewhat
and almost all of them fell during the month.

Against Euro
YTD

1M

USD

8,5%

2,4%

JPY

-8,7%

-3,0%

GBP

-2,3%

-1,1%

CHF

3,5%

2,8%

CNY

2,9%

2,1%

HKD

7,2%

2,3%

CAD

6,1%

0,6%

AUD

2,9%

-1,5%

Against CHF
YTD

1M

EURO

-3,6%

-2,9%

USD

4,5%

-0,5%

JPY

-12,7%

-6,0%

GBP

-6,1%

-4,0%

CAD

2,7%

-2,3%

AUD

-0,5%

-4,5%

HKD

3,8%

-0,5%

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

40,6%
47,6%
63,8%
52,5%
-1,2%
-13,0%
-7,4%
1,9%
-12,9%
-15,0%
25,4%
12,7%
26,1%
3,3%
-0,3%
-7,7%

-7,8%
-6,5%
-10,6%
-33,3%
-1,6%
-5,9%
-7,4%
-3,1%
-12,3%
-12,6%
-1,3%
-20,1%
-0,5%
1,0%
-2,9%
-25,2%
Source: Bloomberg 30/06/22.
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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 55.72% Risky Assets*, 15.55% 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

• Equity Conviction Certificate
• 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 Performance
➢

➢

Once again, almost all the
fixed income branches
ended in the red this
month. Only Asia is in
positive territory.
There was a lot of
volatility
during
the
month.
Higher
than
expected inflation and the
75bps Fed hike caused
rates to take off. Then
towards the end of the
month, rates came back
down due to recession
fears.

Perf May

Perf YTD
End June

Perf last 3
months

Global
Global Aggregate
Treasuries
Credit

-3,2%
-3,5%
-3,5%

-13,9%
-14,8%
-15,6%

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

-2,0%
-1,6%
-1,6%
-0,9%
-1,3%
-2,8%
-1,6%

Pan Europe
Pan-Euro Aggregate
Euro-Aggregate

Yield

Duration

Spread

-8,3%
-9,2%
-8,6%

2,8
2,2
4,0

7,1
7,9
6,6

57
15
158

-10,9%
-10,3%
-11,0%
-9,1%
-9,2%
-14,4%
-8,8%

-5,1%
-4,7%
-5,0%
-3,8%
-4,0%
-7,3%
-4,0%

4,1
3,6
3,6
3,0
3,6
4,6
3,7

6,5
6,7
6,9
6,5
5,6
7,8
6,3

107
56
60
1
61
158
44

-2,5%
-2,3%

-13,1%
-12,1%

-7,4%
-7,1%

2,2
2,1

7,4
7,0

87
99

Asia Pacific
Asian-Pacific Aggregate

1,2%

3,2%

1,7%

1,7

7,8

7

High Yield
Global High Yield
U.S. Corporate High Yield
Pan-European High Yield

-7,5%
-6,7%
-6,8%

-16,9%
-14,2%
-14,3%

-11,9%
-9,8%
-10,7%

9,4
8,8
8,1

4,7
4,8
3,7

671
578
652

Other
Global Inflation-Linked
Municipal Bond Index

-5,3%
-1,6%

-17,8%
-9,0%

-14,0%
-2,9%

3,2

6,0

Emerging Markets
EM USD Aggregate
Sovereign
Corporate
High Yield

-4,6%
-6,3%
-3,6%
-7,8%

-17,1%
-20,1%
-16,2%
-18,0%

-8,7%
-11,6%
-7,0%
-12,3%

7,1
7,7
7,6
11,4

6,5
7,8
5,5
5,4

409
473
467
848

Source: Bloomberg 30/06/2022
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4. Fixed Income : EU Hike Acceleration
➢

After the ECB announced that it was going to put a new tool in place to contain the spread of
peripheral countries, most spreads tightened. The most notable spread was Italy's, which fell
from almost 250 bps to 190 now.

➢

The ECB did not give details on the new tool it will use, but it is expected to communicate on
this at its next meeting on July 21.

➢

Recession fears have pushed rates lower. As rates have corrected but the market does not believe
that the risk of default has reduced, spreads between HY and government yields have widened.
10Y Italy Spread vs Germany

Source: Bloomberg

EU HY Spread

Source: Bloomberg
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5 Equity Market : Technical Indicator
➢

Technical indicators still show us that investor sentiment is at its lowest for several
months. The AAII Bull/Baer ratio remains stuck at historically low levels and although
each rebound seems to restore some confidence, these rebounds do not last long enough.

➢

On the advance/decline line on the S&P 500 we can see little positive divergence. While
the index continues to make lows, we can see that the advance decline line does not. This
shows us that although a few stocks are pulling the market down. The majority of the
market may be finding a bottom.

S&P 500 & AAII Bull / Bear Ratio

Source: Bloomberg

S&P 500 & Advance / Decline line

Source: Bloomberg
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5 Equity Market : Technical Indicator
➢

The value sector continues to outperform the growth sectors, mainly composed of
technology. Fears about semiconductor growth are weighing on these sectors and this
outperformance should continue until we have more visibility in the economic cycle.

➢

The put/call ratio is back to high levels, as investors are protecting their portfolios against
possible declines. This indicator gives good contrarian signals.

MSCI Value vs Growth

Source: Bloomberg

Put Call Ratio

Source: Bloomberg
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5 Equity Market : Technical Indicator
➢

➢

➢

The performance of the first half of the year is the worst ever recorded for a first
semester. However, several statistics reinforce the idea that staying invested at all
times is a good idea over the long term.
The 10-year rolling performance on the S&P 500 shows that an investment made 10 years ago
without ever touching the position, would have performed around 238%. We can also observe
that over a 10 year period, the expected returns are almost always positive. It is only during the
financial crisis of 2008 that we were negative.
And even in a recession, as soon as the economy picks up again the performances are on average
very strong. More than 15% after 1 year and 120% after 5 years. So a strong rebound should
happen as soon as this correction is over.

10Y rolling returns S&P 500

Source: Bloomberg

Performance after recession

Source: Mirabaud
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5 Equity Market : EPS
➢

The second quarter is over and all the publications of the first quarter are out. The results
were generally better than expected, especially for the industrial sector. The Consumer
Discretionary sector disappointed the most, mainly due to pressure on margins because
of inflation.

➢

Although many companies have beaten analysts' expectations, the performance that
followed the release proved that we are in a bear market. Indeed, even when the surprises
were positive, stocks fell by an average of 0.2%, whereas in normal times they rise by
0.8%. The market did not forgive negative surprises and punished them on average by
5.1%.
S&P 500 Earning Surprise Q1
S&P 500 Performance after Earnings

Source: Factset

Source: Factset
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5 Equity Market : EPS Q2
➢

The publication of the second quarter results will soon begin. Since March 31, some sectors such
as Financials, Utilities and Consumer Discretionary have seen earnings expectations revised
downward while Energy and Industrials have seen upward revisions.

➢

It is important to note that if we exclude Energy from the S&P 500 with growth expectations of
207%, the market expects earnings growth to be negative -3.5%.

➢

In addition, during the second quarter, many companies gave negative earnings guidance. It is
therefore difficult to anticipate how the market will react to this earnings season. Did the
analysts not lower their expectations enough and the market will be surprised in a bad way, or
did the companies give too pessimistic guidance and the market will be surprised in a good way?

Nbr of Companies with pos. / neg. guidance

Source: Factset

S&P 500 Earnings expectations Q2

Source: Factset
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6. Green Gazette
➢ TotalEnergies won a stake on a
USD 29bn Qatar gas project,
becoming the first foreign company
to participate in a multi-billion
dollar project to boost Qatar’s gas
exports. It also agreed to purchase
a 25% stake in the Indian
conglomerate Adani Enterprises
unit Adani new Industries to
establish a new company to
produce green hydrogen in India.
➢ Freeport LNG, which accounts for
about a fifth of US exports and
roughly 10% of Europe’s LNG
imports this year, said that repairs
after an explosion that happened
during the beginning of June might
take until the end of the year, with
partial activity set to resume in 90
days.
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6. Green Gazette
➢ Moscow has reduced its capacity on the Nord Stream 1 pipeline by about 40% blaming the move on
western sanctions that had delayed the turbines delivery from Siemens Energy. Really ?!
➢ The US Department of Defense has signed a USD 120mn deal with Australia’s Lynas Rare Earths to build
one of the first US domestic heavy rare earths separation facilities, it’s a part of Washington’s policy push
to counter China’s dominance of critical mineral supply chains.
➢ Germany’s finance minister has rejected the EU plan for a de facto ban on the sales of new combustion
engine cars by 2035.
➢ Businesses and households in the Tokyo area were urged by the government to cut electricity use due to a
lack of generating capacity that risks plunging the capital into a blackout. This is likely to revive debate
about restarting Japan’s nuclear plants…Before the Fukushima disaster in 2011, nuclear supplied about a
third of the country’s needs.

➢ G7 members are to explore caps on the price of oil and gas, as leaders vow to prevent Russia from
profiting from its « war aggression » against Ukraine.
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6. Green Gazette
➢ ESG washing…. ? BHP has announced plans to tackle biodiversity loss. It is seeking to place 30% of the
land and water it owns, leases or manages under conservation, restoration or regenerative practices by
2030. The company expects to spend USD 4bn by the end of the decade to reduce emissions.
➢ ExxonMobil’s CEO has predicted a resurgence of investment in fossil fuel production as he blamed
soaring oil and gas prices on pressure to move to cleaner energy at a time of relentless demand. He thinks
that efforts to reduce emissions by cutting production before addressing consumption had left the world
struggling to meet energy needs.
➢ European Union and the solar situation :
➢ Target of being carbon neutral by 2050 and reducing CO2 emissions by 55% until 2030 vs. 1990 levels.
The full decarbonization of the economy will happen with green hydrogen that requires massive
installation of new renewables capacities. The EU could soon install ca. 60 GW of solar per year as it aims
to become independent from Russian gas imports.
➢ The EU Solar Energy Strategy was released together with the REPowerEU strategy. The EU aims to reach
a solar PV capacity of 400 GW by 2025 and 740 GW by 2030 (165 GW at the end of 2021), which means
installing more than 60 GW of new solar capacities each year (ca. 27 GW installed in 2021).
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7. Cross Asset : Digital Asset
➢
➢

➢
➢
➢

➢

Bitcoin is down more than 70% from its November 2021 highs while Ethereum is down more than 76% and these
are the cryptocurrencies that have held up best during this correction.
Several factors have contributed to this correction. First of all, it is the stock and bond markets that have corrected,
in general when these markets correct, all assets tend to correlate and fall.
Then deleveraging had its effect. When leveraged investors can no longer meet margin calls, the exchange puts in
place forced sales, which makes the situation worse.
In addition, some trading platforms had to restrict their clients' outflows because they ran out of cash. This has
caused panic among investors who have been desperate to sell digital assets and withdraw cash before it is too late.
But one factor that is now providing support for Bitcoin is the whales. Indeed, people who hold more than 1,000
Bitcoin in their wallets are strengthening their positions and buying the dip. The hodlers are therefore keeping faith
in these assets and taking advantage of the corrections to increase theirs holdings.
Despite this correction we remain confident in this asset class and particularly on the the blockchain technology and
believe that it will continue to play an important role in the future of the financial world.

Source: IntoTheBlock
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Conclusions
➢

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

➢

Inflation shows signs of peaking. Recession fears are growing.

➢

The reopening of China could ease supply chains, but it will take time to
get back to normal.

➢

Look for decorrelated assets and strategies.

➢

The earning seasons will be decisive to see a rebound in H2.
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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, 30/06/22.
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Appendix 2: Bitcoin log vs normal scale
BTC / USD

Source: Bloomberg, 30/06/2022.
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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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