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WEEKLY - FEBRUARY 13, 2020 

The US Senate voted Wednesday to acquit President Trump on both articles 

of impeachment, concluding the months-long impeachment inquiry into his 

controversial phone call with the Ukrainian President. When Nancy Pelosi 

announced on September 24th that the House would launch an inquiry 

against the President, it raised  several downside risks to the US economy. 

None of those risks have materialized. 

 

Initially this impeachment should have led to a malfunction of the fiscal 2020 

federal budget process. Surprisingly, it took lawmakers around 80 days to 

adopt the budget. It is less than half the average it has taken Congress to 

endorse its budgetary act over the past 10 years. More importantly, no partial 

government shutdown occurred. 

 

It was also difficult to discern any impact on equity markets. The S&P 500 

rallied nearly 8% between September 24th and December 18th, when the 

House passed two articles of impeachment against Trump. The rally was 

driven by a de-escalation in US-China trade tensions. Even recent hiccups in 

stocks during the Senate impeachment have had more to do with fears over 

the coronavirus outbreak. 

 

Trump approval rating is average 

The impeachment seems to have had no effect on the economy so far. But it 

can still alter the economic outlook by impacting the 2020 presidential 

election outcome. The Nixon and Clinton impeachment events offer very 

limited information, with different outcomes on how impeachment has 

impacted presidential approval ratings. Trump’s approval rating seems to be 

following the Clinton path. His approval headed upward during the inquiry, 

even hitting a personal best of 49% at the end of January. 

 

PERFORMANCES  2020 

EQUITIES  

MSCI World +3.2% 

S&P 500 +4.6% 

Stoxx 600 +2.9% 

Nikkeï +0.7% 

SPI +3.7% 

China -3.3% 

Emerging -0.4% 
 

 

BONDS  

CHF Corp +0.9% 

US Govt +1.9% 

US Corp +2.2% 

US HY +1.1% 

EUR Gvt +2.5% 

EUR Corp +1.5% 

EUR HY +0.7% 

  

CURRENCIES  

USD index +2.8% 

EURUSD -3.2% 

EURCHF -2.1% 

USDCHF +1.1% 

USDJPY +1.0% 

EM FX -3.0% 

  

COMMODITIES   

Gold +3.7% 

Silver -1.2% 

Brent -16.1% 

CRB index -7.5% 

Acquittal 
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White House Race 

If impeachment does impact who will be the next 

President, it will have meaningful consequences for the 

economy. If impeachment were to backfire on Demo-

crats and lead to a Trump re-election, he would likely 

double down on his current economic policy. Trump 

would not reappoint Powell as Fed Chair. He should 

select someone who shares his views on monetary policy. 

However, if impeachment were to help elect the 

Democratic candidate, economic policy would be flipped. 

At least, the Trump tax cuts for wealthy households, as 

well as business investment, would expire in the next 

years. 

 

Congress will be key 

The outcome of the presidential election will also have 

fiscal implications. However, any major change to federal 

spending and tax policy will require the Congress 

cooperation. As a result, the congressional elections in 

2020 will be just as important as the Presidential race in 

determining the course of fiscal policy in the next years. 

 

Yuan weakness 

According to the US-China phase one trade deal, which 

will take effect on February 14th, China will not engage in 

competitive currency devaluation. However, since then 

the yuan is back above the 7.0 level. China is unlikely to 

take forceful measures to defend the yuan decline in 

response to the coronavirus. In his State of the Union 

address on last Tuesday night in Washington, Trump said 

that the US was working with China to fight the outbreak. 

Trump is less likely to reopen the trade war before the 

US election. 

• Trump rides on his success 

• A normal candidate would not make waves  to 

ensure his reelection. But President Trump is  

 

Fixed income. Bank of Russia admits local real 

rates are too high  

Bank of Russia delivered the expected 25bps key rate cut 

to 6.0%. The cut was not a huge surprise given the 

slowdown in inflation and the central bank guidance. It 

surprised the market by making a dovish shift in 

guidance. We take it as a sign the central bank is 

considering local real rates too high and is using the 

current disinflation trend as a window of opportunity. 

The current guidance indicates a high likelihood of several 

cuts in the near-term. Such communication is not typical 

as it took place amid higher market volatility, uncertainties 

regarding fiscal policy, and most importantly without any 

improvement in the official inflation forecast. 

 

The Russian real rates are higher than levels justified by 

the risks the country is running. With officially expected 

inflation of 3.5-4.0% in 12 months and the likely reduction 

in the key rate level from the current 6.00%, real rates are 

likely to go lower soon.  

 

The sudden shift in the monetary policy approach is not 

negative. Russian real rates, based on expected CPI, are 

the second highest in the EM space of countries. Russian 

peers (Saudi Arabia, South Africa, Malaysia, Indonesia, 

Turkey) have real key rates that are 1 to 2 points lower. 

Finally, Russian GDP growth trend is the weakest among 

its peers. 

 

A strong dovish shift in the monetary policy approach 

suggests Bank of Russia may now tolerate some decline in 

the real rates, and the temporary expected slump in the 

Russian CPI in the near-term is providing a window of 

opportunity for an additional 50bps rate cuts. 

• A moderate decline in the rates is justified by the cross

-country comparison and should not result in a 

deterioration of the macro stability 

• Further key rate cuts are going to be a positive driver 

for the bond market and neutral for RUB 

 

Currencies. Like for the yuan last year, trade deal 

uncertainty is weighting on the GBP 

Investors should be back into negative feeling about the 

GBP that resembles the no Brexit deal premium we saw 

over the past 2 years. Indeed, with the negotiations 

starting on a very confrontational tone and the significant 

amount of concessions that the 2 camps would have to 

make to reach an agreement, the prospect of the UK 

leaving the EU in December 2020 without a free-trade 

agreement does not look so improbable. 

 

This week, the key data releases in the UK are all con-

densed in one day (Tuesday), when Q4 preliminary GDP 

will be released along with the industrial production for 

December. The growth is expected to slow to 0.8% yoy, 

FEBRUARY 13, 2020 
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while industrial production may mildly rebound. Given 

the weak expected data, the GBP remains vulnerable to 

shift. 

 

GBP vs. speculative positioning 

Source: Scotiabank FICC Strategy 

 

• On the political side, a reshuffle in the UK cabinet 

may trigger speculation around an accommodative 

stance ahead of the trade negotiations, but we think 

the actual implications will be limited. 

• GBP risks remain titled to the downside 

 

Equities. The United States: do they really want 

to buy Nokia and Ericsson? 

The trade war between the United States and China is 

cooling down, but the technological war remains as 

tough as ever. Donald Trump wants to stop Huawei at 

any cost. The world leader in 5G infrastructure has a 25% 

market share like Nokia and Ericsson too. He failed to 

convince Europeans to ban Huawei; the time and 

financial costs would have been too high for mobile 

operators to switch Huawei equipment for another.  

 

Whereas Donald Trump never brought evidence of 

Chinese spying. Apparently, Donald Trump is really 

angry  that Boris Johnson kept Huawei as a supplier of 

non-core telecom equipment. The American boycott on 

Huawei does not seem to have a great effect, the 

Chinese being considered better than Nokia and Ericsson 

both in terms of technology and prices. So, the US 

government has to find something else to keep Huawei 

away. 

 

Last October, we learned that the United States was 

considering subsidizing Nokia and Ericsson. The Attorney 

General William Barr recently discussed the idea of taking 

control of Nokia and Ericsson. The statement was a likely 

test balloon, which was subject to a formal denial by the 

Trump administration earlier this week. It prevents: Nokia 

has a $24.5bn market capitalization and Ericsson $29bn. 

The two European companies are the only ones able to 

compete with Huawei, but they have neither a powerful 

country support nor the access to a giant market like China 

or the United States. If Huawei strengthens its power, it will 

be able to seize the opportunities of new emerging 

technologies. 

 

Why are the United States absent from the telecom 

infrastructure, when they are so powerful in technology 

and have invented the telephone with Graham Bell 

(American-naturalized), giving birth to the Bell Company, 

then to the American Telephone and Telegraph Company 

(known today as AT&T)? This weakness comes from the 

1996 deregulation act and the lack of a single standard in 

mobile. Europe had chosen the GSM mobile standard in 

1987, while the US regulator let mobile operators take the 

standard of their choice, GSM, TDMA, CDMA. The existence 

of multiple standards in the US has been strengthened by 

deregulation with the Telecommunication Act of 1996, 

which removed the AT&T monopoly. It was a good 

decision for the consumer, but it prevented the emergence 

of a big player. AT&T spun off its telecom equipment 

activities to give birth to Lucent Technologies, which 

operated in a very competitive environment with many 

new comers, and always with different standards, 

preventing economies of scale.  

 

Lucent was betting on CDMA and UMTS standards which 

have never taken off in Europe and Asia, making interna-

tional expansion very expensive. And in the US, sellers were 

not convinced that GSM would become a global standard. 

After an initial boom, following the deregulation, the US 

telecommunications industry began to decline from 2001. 

Lucent and Motorola suffered. In 2006, Alcatel and Lucent 

merged, then in 2016, Nokia absorbed Alcatel-Lucent. 

FEBRUARY 13, 2020 
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Motorola also ended up being absorbed by Nokia. The 

US still have a telecommunication major player, Cisco, 

but Cisco is mainly a corporate platform. 

 

American companies could very well buy Nokia and 

Ericsson. But Europeans should keep these  two flagships, 

because 1) they are offering to European a technological 

advantage and 2) they remain an European alternative to 

the US technologies. 

 

Nokia share price 

 

Ericsson share price 

 

• It is in Europe’s interest to keep a powerful negotiat-

ing tool by maintaining Nokia and Ericsson, as an 

alternative to the US 

• Is it possible to fight Trump rhetoric? 

• Nokia and Ericsson belong to core holdings of  our 

5G theme  
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Disclaimer  

This document is solely for your information and under no circumstances is it to be used or considered as an 
offer, or a solicitation of an offer, to buy or sell any investment or other specific product. All information and 
opinions contained herein has been compiled from sources believed to be reliable and in good faith, but no 
representation or warranty, express or implied, is made as to their accuracy or completeness. The analysis 
contained herein is based on numerous assumptions and different assumptions could result in materially 
different results. Past performance of an investment is no guarantee for its future performance. This document is 
provided solely for the information of professional investors who are expected to make their own investment 
decisions without undue reliance on its contents. This document may not be reproduced, distributed or 
published without prior authority of Pleion SA. 

www.pleion.ch 
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