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1.1. Market highlights
➢

By the end of October, all eyes were staring at the second COVID-19 storm. Global equities
markets pull back in the last weeks of the month and ended negative for the second month in
a row. Asian equities remain the best equity region year to date and are still positive, while
US equities (excluding the Nasdaq) have gave up their yearly gains and European equities are
still lagging the rest of the world. So far, global fixed income markets are holding well, as
credit spreads remain near their recovery lows. The main reason is probably because central
banks have drastically cut rates and began to vacuum up bonds in an attempt to keep
borrowing costs low. Traditional safe heavens, such as gold and government bonds, didn’t act
as a protection when stocks tumbled.

➢

In its World Economic Outlook (WEO) published in October, the International Monetary
Fund (IMF) projected a global growth at −4.4% in 2020, a less severe contraction than its
forecast published in the June. At the same time, the IMF lowered its global growth
projection for 2021 to 5.2%. The Covid-19 pandemic continued to spread and the global
economic recovery to pre-pandemic levels of activity remains prone to setbacks resulting in
downward revision. Hopes of V-shape recovery are slowly fading.

➢

Economic data in US remain mixed. Spending on consumer durable goods (including motor
vehicles, home furnishings, etc.) positively surprise, while spending on consumer services
disappointed. The unemployment rate is decreasing faster than expected. Nonetheless, a
renewed surge in coronavirus infections across the country and a deadlock over new fiscal
stimulus threaten to limit further progress. We expect financial market participant to focus in
the election this month. Joe Biden is still leading the race, but polls are narrowing. Elections
may be contested and lawyers are standing by to hash it out.
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1.1. Market highlights
➢

With over 200’000 daily infections, Europe has become the epicenter of the pandemic
outpacing daily cases combined in India, Brazil and the United States. The resurgence has
prompted officials to take measures to shut down their economies, which has led to sharp
swings in European stock markets in late October. Our main scenario is that the second wave
should not be as devasting than April’s one on the economies, but investors should be
cautious that while we are entering in winter it might be prolonged resulting in consequent
losses for corporates. In September, the ECB estimated a contraction of 8% in euro zone GDP
this year, followed by a rebound of 5% in 2021. These numbers are getting revised
downward.

➢

China should be one of the few economies in the world to exhibit positive growth in 2020 as
its GDP expanding by 1.9%. This month, President Xi Jinping laid out a major initiative to
accelerate China’s shift toward more reliance on its domestic economy. For the first time in
decades, China abandons its GDP target amid 'great uncertainty' of virus. Instead of GDP
growth, policy makers announced other targets including a 3.5% increase in inflation, more
than 9 million new urban jobs and an urban unemployment rate of 5.5% (currently at 5.6%).

➢

As we navigate in troubled waters, we have tactically decided to increase our cash. Our main
scenario still remains positive for the year end. A lot of uncertainties should lift in coming
weeks. We will soon have the results from the US election, know whether a no deal Brexit was
avoided, whether US Congress reached a deal for a new stimulus package and whether a
covid-19 vaccine has been found. We believe that the future retreat is a good opportunity to
buy the dip, despite the renewed lockdown measures in several European countries. We
believe a good diversification in portfolio regionally and by asset classes, should help us
through these volatile markets. We expect to see further sectorial rotation as portfolio
managers engage in window dressing for next year
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1.1. Covid-19: the latest figures
➢

European governments have warned of an alarming rise in coronavirus infections in an autumnal
second wave that threatens to increase the death toll sharply in the coming weeks.

➢

A series of fresh national lockdowns have been imposed across Europe, threatening to derail the
continent’s recovery.
New deaths attributed to Covid-19

Source: Financial Times, the Covid Tracking Project, UK Government, Spanish Ministry of Health.
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1.1. Economic impact of Covid-19
➢

US GDP grew at a 33.1% annualized pace* in the third quarter.
The figures, while spectacular, are essentially backward-looking.
In fact, economic expectations now appear to be starting to
deteriorate. The Citigroup economic surprise index, for
example, has been steadily declining in the past few weeks.

➢

The IHS Markit eurozone composite PMI fell back in October to
its lowest level since June. Growth of manufacturing was
overwhelmed by a steepening deterioration in the service sector
amid rising Covid-19 worries. German business morale also fell
for the first time in six months in October.7.10

* The annualized increase is equivalent to a quarter-on-quarter gain of 7.4% rise.
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1.1. Economic impact of Covid-19
➢

On both sides of the Atlantic, less traditional measures of activity also show that economies
continue to be stuck at a level significantly below normal in recent months.

Retail, transit station, workplace trends in the US (7d smoothed)

Public Transport Use (%y/y, 7 day-average)

In-person Restaurant Diners (%y/y, 7-day average)

US Discretionary Consumption (7dma, % y/y)

Source: Longview Economics, Macrobonds, Capital Economics.
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1.1. Economic impact of Covid-19
➢

The second wave of the virus increases the risk of lasting economic damage. But this may be
counteracted to some extent by an unusually strong resurgence in industrial orders. Germany,
more than any of its neighbors, is built around manufacturing exports, and that could be helpful.

➢

The reason this could help Germany is that its prime customer, China, is in good health. This
year, the gap in performance between China and the rest of the world is large and growing,
mainly driven by China’s success in containing the virus.

Source: IHS Markit, Datastream, TS Lombard, Bloomberg.
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1.1. Economic impact of Covid-19
➢

The big German automakers, in particular, are exposed to China in a way few other
multinationals are.

➢

Indeed, Germany is almost as exposed to Chinese demand as Japan. If China can maintain its
current robust performance (as it seems to be doing according to the October Caixin/Markit PMI
at 53.6), Germany may be well placed to rebound, despite the country’s new partial lockdown.

Source: IHS Markit, Datastream, TS Lombard, Bloomberg.
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1.1. Economic impact of Covid-19
➢

The pandemic has already prompted a sharp deterioration in the US trade deficit in goods and
services this year. And as the recent numbers suggest, Trump’s trade war seems to be having
almost no impact on the overall trade deficit.

➢

As for government spending, the Congressional Budget Office projects a $3.3tn budget deficit
for 2020, (16% of GDP, the largest amount of borrowing since 1945). For 2021, the CBO expects
a deficit of 8.6% of GDP.
US Trade Balance of Goods and Services

US Treasury Federal Budget Deficit (% of GDP)

Source: Bloomberg, 02/11/2020.
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1.1. Economic impact of Covid-19
➢

Unprecedented government interventions to offset the economic impact of Covid-19 have
driven the level of debt close to the peaks seen in the second world war.

➢

This raises serious questions about how the burden of servicing debt will be supported and
what the long-term impact on growth will be.
Gross debt (% of GDP)

Source: IMF, October 2020.
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1.1. Covid-19: pick a scenario
➢

Morgan Stanley provides a Return to Work chart, which includes key events by date, along
with bull, bear, and base case scenarios that detail the possible case count trajectory. The bull
case assumes similar trajectory as China and major EU countries during February to May.

Source: Mirabaud, Morgan Stanley Research.
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1.1. Economic impact of Covid-19
➢

US and European stocks retreat by the end of the month, as market volatility spiked following
the new lockdowns.

➢

Is the recovery sustainable ?
PMIs and MSCI World lose momentum.

Source: Bloomberg, 30/10/2020
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1.1. US elections
➢

What may seem surprising is that all the scenarios look the same. This is the point we wanted
to make!

➢

There is no fundamental difference between a Trump and a Biden administration from an
investor perspective. Nevertheless, a Senate that would not be predominantly from the same
political camp as the future president would be less positive for the US economy and probably
for the stock market. As far as the budget is concerned, it is in the allocation of resources that
they differ, but the result will be the same: abysmal deficits.

Note: In red: long term environment (5 to 10 years)
Source: Premyss.
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1.1. US Senate elections
➢

In addition, there are the Senate elections with 35 senators to be reelected, 23 of whom are
Republicans. The senatorial majority will thus be played with 1 or 2 seats. The Republicans
expect to lose some representatives, but it is quite possible that they will keep the majority.

➢

There are also elections for the House of Representatives, but there is no suspense there, and
the House will remain Democrat.
Senate seats – 51 needed for a majority

Source: Premyss.
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1.2. Long term views
➢

➢
➢

➢

➢
➢

➢
➢
➢
➢

The current economic environment has nothing in common with past recessions. Thanks to fiscal and
monetary support measures, there has been almost no destruction of demand. Many analysts believe that
with the end of some assistance programs, demand drops towards the end of the year, leading to closures
and layoffs. But governments around the world will extend or renew their support to the private sector.
There is currently no limit to government spending because there is no price to pay. It would be foolish not
to take advantage of it.
Rates will stay low to negative; Central banks will finance the excess spending. “Unlimited” spending will
last as long as confidence remains.
The world economy will grow strongly once the health crisis is over. Thanks to the help of governments
around the world, potential demand has remained strong.
Covid-19 reinforces the trend toward deglobalization or less globalization. Shorter circuits of production,
robotization, AI and data management, are themes that have many years to go, but be careful because
everyone agrees nowadays. The world will have two deal with two technological, military, and economic
hubs (Asia-China, Occidental-US).
Real interest rate will continue to sink, especially in the US.
Europe made a first step toward a fiscal union in May 2020, Europe will be able to levy taxes, it is a game
changer. It strengthens the credibility of the Euro. The risk premium on the single currency has been
reduced. The COVID-19 crisis is an opportunity to deepen European integration.
Gold is in a bull market; the current correction is welcomed. It is a hedge against traditional currencies
devaluation, the opportunity cost is nil. Government bonds don’t provide cash flows anymore.
Equities will deliver better (real) returns than bonds over the next ten years.
Investments in straight bonds should be made using the cheapest possible vehicles.
Portfolio volatility should be managed through option strategies.
Source: Premyss.
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1.1. 5th Plenum of the Party’s Central Committee
➢

The plenum will issue its usual five-year plan and unveil it’s a longer-term plan for the next 15
years, called "Vision 2035".

➢

The plan will focus on technological innovation, consumption, pollution control and more
promises to continue opening the economy to foreign competition.

➢

Given the deepening US-China trading tensions, officials in Beijing drew a major initiative to
speed up China’s shift toward more reliance on its domestic resources and domestic
consumption.

➢

Behind the inward economic shift, China could challenge US leading position in scientific
research funding. The latter is planning to expand its R&D spending from 2.2% to 3% of its
GDP. Some strategic sector for R&D spending will likely be biotechnology, semiconductors
and new energy vehicles.

➢

Will China lead the digital revolution ? The country has been
a latecomer in the two past industrial revolution, but could
take the lead the digital revolution. With 800 million persons
connected to internet, China owns the highest number of
internet users worldwide. New business models build on
digital platforms and on sharing economy in areas such as
mobile payment, shared transport or e-commerce are quickly
emerging in China. The government has decided to
emphasize its role as a global leader in the digital economy.
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2.1. Equity Performance Review
➢
➢

Following the announcement of new restrictions in Europe, stock markets retrieve.
Asian markets showed resilience in these turbulent markets.

Source: Bloomberg 31/10/20.
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2.2. Sector Performance Review
➢

Most sectors finished lower, led by Information Technology, Healthcare and Energy.

➢

We believe that service sectors, which are once again directly affected by the restrictions, will
suffer more than manufacturing sectors. The gap between these sectors will likely expand further.

Source: Bloomberg 31/10/20.
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2.3. Performance Review, FX and commodities
➢

CHF remains one of the best performing
currency of 2020.

➢

Precious metals didn’t play their safe heaven role
this time.

Source: Bloomberg 31/10/20.
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3.1. Long-term investment strategy
➢

We think diversification into long-term themes will provide real benefits to traditional sector
allocation in the current investment landscape. Many sectors (such as the car market) are
disrupted and challenged by technological developments.

➢

Short term noise may bring volatility up but we focus on secular trends: implementation of our
Innovation-societal impact-environmental footprint 3-dimensional approach.

➢

Our equity exposure is centered around: Technology (Robots, Cybersecurity, Artificial
Intelligence), Biotechnology, Societal as well as Environmental impacts.

➢

We continue to look for opportunities to increase our equity exposure on weakness. But actual
levels are stretched.

➢

In a context of low interest rates, “bond proxy” equity dividend strategies (companies with solid
balance sheets) seem attractive to us. We focus on companies that could pay dividends again next
year.
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3.2. Current Asset Allocation
➢

Our current allocation is 29% Risky Assets*, 23% Investment Grade Bonds in our Balanced fund.

Asset
allocation

Equity allocation: underweight.
Bonds: neutral.
Cash: overweight.
Core allocation

Regions/
sectors
Equities

Investment
style, stock
selection

Duration

• Developed Markets (USA and Europe)
• Emerging Markets & Vietnam.
• Large cap non cyclical companies in Europe.
• Global growth themes.

• Equity hedges to reduce
beta exposure.

• “Bond proxy” dividend selection.

• L/S alternatives

• Sustainable finance strategies

• Short duration (short-term HY and mediumterm IG in Europe).
• Short duration in the USA.

Bonds &
currencies

Commodities

Tactical allocation

Bond
segments

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

Currencies

• Neutral

• Duration partial hedging
(Short bund futures).
• Convertible bonds.

• Gold in client accounts

* Risky Assets = Equities + ( High Yield Bonds * 0.6 factor)
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4. Why should there be a change in Central Banks
inflation framework?
FEDERAL RESERVE NEW STRATEGY : elevating employment/discretionary on inflation/greater focus on financial stability.
➢ Recognition by the Fed that the natural rate of interest “r*” or neutral policy rate trending downward since 2012:
demographics (higher life expectancy & lower fertility affecting r* through lower productivity/higher saving ratios), wealth
inequality, globalisation & risk aversion.
➢ Fed making 2 changes in its characterisation of the maximum level of employment : 1. describing it as “broad based & inclusive
goal” & 2. policy decisions no longer being informed by deviations of employment from its maximum level but rather by
shortfalls in inflation.
➢ Phillips curve and u* -the estimated unemployment rate below which inflation accelerate- dropped by the Fed.
➢ Shift by the Fed to “opportunistic reflation”: from Flexible Inflation Target -FIT- to Flexible Average Inflation Target -FAIT(2% not a ceiling anymore & neither a hard target nor a mechanical rule).
➢ More weight to financial stability by acknowledging that “sustainability achieving maximum employment and price stability
depends on a stable financial system”.
Flattening of the
Phillips Curve:
Unemployment
rate declining to
very low level over
the past 50 years
while inflation
remaining
stubbornly below
Fed’s target of 2%.
Main culprits :
globalisation &
trade openness,
inflation
expectations
persistently low,
digitalisation…
Source: KBR, FRED, BEA, BLS.
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4. Why should there be a change in Central Banks
inflation framework?
POSSIBLE TOOLS BY THE FED: forward guidance not only on Fed Fund Rates.
➢ Official shift in use of the Balance Sheet guidance as an instrument for policy accommodation i.e. extending the
commitment to asset-purchases until the end of next year versus current “over the coming months” as well as the weighted
average maturity of US Treasuries from the current 6,5 years to longer-term (monthly US Treasuries issuance close to 8
years).
➢ More credit facilities / revised their terms: by introducing new ones (some facilities with low take-up such as Main street
loans for SMEs now changed minimum loan size to USD 100k down from USD 250k).
➢ Yield Curve Control -YCC-: although short-term forward guidance successfully anchoring rates especially at the short part
of the curve.
➢ Negative short-term rates: while not envisaged for now for 3 main reasons (structure of US money market, lessons from
existing negative rates regime such as in Japan and administrative changes to make), still not off the cards.
Existing programs Covid-19 Source Federal Reserve (please do not hesitate to contact us for more details on these programs) :
1. Municipal Liquidity.
2. Main Street Lending Program.
3. Commercial Paper Funding Facility (CPFF).
4. Primary Dealer Credit Facility (PDCF).
5. Money Market Mutual Fund Liquidity Facility (MMLF).
6. Primary Market Corporate Credit Facility (PMCCF).
7. Secondary Market Corporate Credit Facility (SMCCF).
8. Term Asset-Backed Securities Loan Facility (TALF).
9. Paycheck Protection Program Liquidity Facility (PPPLF).
10. Central Bank Liquidity Swaps.
11. Temporary Foreign and International Monetary Authorities (FIMA) Repo Facility.
Source: KBR.
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4. Why should there be a change in Central Banks
inflation framework?
EUROPEAN CENTRAL BANK UPCOMING STRATEGY : FACING SAME CHALLENGES AS FED
➢ ECB mandate in the Treaty of the Functioning of the EU: rigidity & revising it requiring consent of each member state, but
change in targets possible.
➢ Timing : review launched on January 23rd 2020 with conclusion expected by markets to be released by end 2020/mid 2021.
➢ Scope: inflation & other objectives, measuring inflation, tools and communication.
➢ Review including: climate change, digitalisation, Eurosystem modelling, fiscal & monetary policy in a monetary union,
globalisation, inflation expectations, inflation measurement, macroprudential/monetary/ financial stability, monetary policy
communication, non-bank financial intermediation, price stability objective & productivity, innovation & technological progress.
ECB options:
➢ Ex-ante symmetric target: removing “below but close to” from its definition of price stability => ECB would strengthen notion
that cost of undershooting being as equivalent as cost of overshooting (not equivalent to an average inflation target as in the
absence of a mechanism accounting for past misses, not guaranteeing the symmetry ex-post).
➢ New Narrative in mandate: current perceived message “price stability” being the only objective, however mandate allowing
pursuing other goals such as full employment.
➢ Tweak inflation objective: to guarantee ex-post symmetry in the target, predicating greater tolerance for target, highlighting ECB
willingness to accommodate fiscal stimulus (creating space for fiscal support even in countries with weak balance sheet).
➢ Convergence sooner than in medium term: shift in timing by which convergence to the inflation target being guaranteed
(currently ECB targeting an undefined “medium term”), scope for a move by ECB from over medium term to “over the cycle”. In
times of persistent “overshooting” the 2% being achieved soon/without undue delay.
➢ ECB: standing ready to accelerate purchases within already available PEPP envelope (Pandemic Emergency Purchase Program)
when/if financial conditions tighten before next meeting in December (10th): ECB purchases so far amounting EUR 617bio out
of EUR 1,35trn.
POSSIBLE TOOLS BY THE ECB:
➢ Interest rates: further more in negative territory.
➢ PEPP: to become permanent tool.
➢ Scope of the PEPP to include Fallen Angels (issuers downgraded because of the Cov-19 crisis to BB area), right now only as
accepted as collateral.
Source: KBR.
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4. Lockdown 2.0 -Impact on corporate bonds-: not
expected as bad as first wave but still…
STRATEGICALLY
➢

Risk/reward remaining positive for most credit markets thanks to:
1. Central Banks ultra accommodative monetary policies.
2. Corporate focusing on deleveraging : bondholder friendly & bonds scarcity.
3. Fundamental risks to peak : defaults & downgrades to be less severe than expected.
4. Successful launch of a vaccine hopefully sooner rather than later: unleashing the second leg in the rally of highlydepressed sectors.

TACTICALLY
➢

Downside risks to credit in the 2nd lockdown impacting economic growth and no agreement of fiscal stimulus in the US
ahead of Elections.
1. Defaults (being a result of credit availability & balance sheet deterioration) to peak higher buts close to level seen
in historical recession.
2. Downgrades to increase.
3. Impact on companies more linked to sectors decomposed in 2 categories: beneficiaries (Tech, Telecom, Food &
Beverage) & others/vulnerable (Tourism, Gaming, Banks).

Leading to widening spreads as investors wanting a premium:
✓ Investment-grade spreads expected to widen by circa 30bps (for both US & EU counterparts) translating into
respectively for EU & US counterparts -1,6% & -2,5%, not as bad as in the Covid-19 outbreak (refer to next slide).
✓ High Yield spreads expected to widen by circa 100bps (for both US & EU counterparts) translating into
respectively for EU & US counterparts -3,80% & 3,9%*, not as bad as in the Covid-19 outbreak (refer to next
slide).
*Assuming oil prices do not collapse further from current levels.
Source: KBR.
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4. Lockdown 2.0 -Impact on corporate bonds-: not
expected as bad as first wave but still…
ICE BofA Euro Corporate Index
10/31/2020
Currency EUR
Calculation
10/3
Yield
Effective Yield
Yield to Worst
Yield to Maturity
Spread (in Semi-Annual Terms)
To Worst (vs Govt)
OAS (vs Govt)
Libor OAS
Asset Swap

ICE BofA Euro High Yield Index
10/31/2020
Currency EUR
Calculation
0.40
0.40
0.48

Effective Yield
Yield to Worst
Yield to Maturity

4.03
4.12
4.21

To Worst (vs Govt)
OAS (vs Govt)
Libor OAS
Asset Swap

486
482
450
434

Effective Duration
Spread Duration

3.84
4.61

Spread (in Semi-Annual Terms)
115
116
84
87

Duration

Duration
Effective Duration
Spread Duration

5.34
5.54

Between end of January & April, spreads widening by 150bps or 7 points loss ceteris paribus
ICE BofA US Corporate Index
10/31/2020
Currency USD

Yield

Between end of January & April, spreads widening by 400bps or 16 points loss ceteris paribus
ICE BofA US High Yield Index
10/31/2020
Currency USD

Calculation

Yield

Calculation

Yield
Effective Yield
Yield to Worst
Yield to Maturity

2.08
2.08
2.13

Spread (in Semi-Annual Terms)

Effective Yield
Yield to Worst
Yield to Maturity

5.79
5.75
6.07

To Worst (vs Govt)
OAS (vs Govt)
Libor OAS
Asset Swap

535
532
527
487

Effective Duration
Spread Duration

4.03
3.90

Spread (in Semi-Annual Terms)
To Worst (vs Govt)
OAS (vs Govt)
Libor OAS
Asset Swap

128
134
136
145

Duration

Duration
Effective Duration
Spread Duration

8.30
8.09

Between end of January & April, spreads widening by 300bps or 21 points loss ceteris paribus

Between end of January & April, spreads widening by 670bps or 23 points loss ceteris paribus

Source: KBR.
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4. World bond indices performance

Source: Bloomberg 31/10/20.
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5.1. Equities : US earnings season
➢ For the Q3 2020, the blended revenue decline for the S&P 500 is -2.1%, while the blended
earnings decline is -9.8%.
➢ With 64% of the companies in the S&P 500 reporting until today, 86% of S&P 500 companies
have reported a positive EPS surprise well above forecasts reaching record-high level.
➢ Largest percentage earnings declines y-o-y were reported by the Airlines (-313%), Hotels,
Restaurants, & Leisure (-131%), and Oil, Gas, & Consumable Fuels (-113.5%).
➢ The forward 12-month P/E ratio is 20.6 well above the 5-year average of 17.3.
S&P 500 Quarterly Bottom-Up EPS Actuals & Estimates

Source : Factset Earnings Insight as of October 30th 2020
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5.1. Equities : Europe earnings season
➢ The blended revenue decline for the STOXX 600 is expected -11.1%, while the blended earnings
could decrease by -30.2% according to estimates.
➢ With 16.5% of the companies in the STOXX 600 reporting until today, 72.7% of S&P 500
companies have reported a positive EPS surprise well above the typical quarter beat of 50%.
➢ Largest percentage earnings declines y-o-y were reported by Energy (-87.2%), Industrials (66.9%) and financials (-29.0%).
➢ The forward 12-month P/E ratio is 18.57 above the 5-year average of 15.75
Stoxx 600 : Y/Y Earnings & Revenue growth rate estimates

Source : Refinitiv I/B/E/S data as of October 27nd 2020
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5.1. Equities : Big Tech earnings
➢ Apple, Amazon, Facebook, Alphabet and Twitter all reported better-than-expected financial results, but
Alphabet and Facebook both expressed some caution about the future.

➢ While the technology sector has been resilient and a good place to hide for investors, valuations now leave
little room for error as investors expect a lot from these companies. Simply beating expectations is no
longer enough… Moreover, the huge size of these companies means that they have a much larger impact on
broader markets.

Source: Company filings, Mirabaud. Refinitiv, Steven Bernard and Patrick Mathurin, Financial Times.
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5.2. ESG highlights
➢

The growth in assets held globally by ESG funds has been phenomenal.

➢

That said, many of the top 10 holdings look very similar to that of a technology fund: the biggest
ESG funds repeatedly shows names like Facebook or Apple among their top holdings. The question
is, are they really ESG stocks?

➢

The major drawback is that companies that focus on environmental, social and governance issues
(such as renewable energy, clean water, and racial and gender diversity) are consequently underrepresented among such funds.
issues.

➢

Source: Bloomberg, Deutsche Bank.
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Conclusions
➢

New cases are starting to go up again in Europe… New lockdowns are
announced (France, Germany, UK, etc…). Hopes of V-shape recovery
are fading.

➢

Back to fundamentals: How deep is the pain ?

➢

Central Banks are your friends (more than ever) !

➢

Look for decorrelated assets and strategies.

➢

Avoid Zombie company bonds, crisis will impact default rates !

➢

US Elections: D-Day ! Biden still leads polls (as Clinton did in 2016…)
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Appendix 1: Global bonds, MSCI World equities,
US 10 year yield
➢

Can interest rates go lower?
Global bonds, MSCI World equities, US 10 year yield

?

Source: Bloomberg, 31/10/20.

Weisshorn Asset Management IC 11/2020

36

Appendix 2: 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)

1.8383
2.7425

-0.7937
0.1525

Source: Bloomberg, 31/10/20.
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Appendix 3: Bitcoin
BTC / USD

Source: Bloomberg, 31/10/20.
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Appendix 4: VIX
Volatility spiked again in October

Source: Factset, Raymond James Equity Portfolio & Technical Strategy 31/10/20.
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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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