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Last March, the US enacted a $2 trillion package known as the CARES Act. The 

magnitude of this support has been such that US household disposable income 

actually grew (!) significantly during and in the early aftermath of pandemics’ first 

wave! In the heat of the crisis, such a support was inescapable to help US citizen 

to make ends meet at the end of the month. Indeed, the American social safety 

net is not known for its generosity. Lately, two issues emerged: 1) when is next? 

and 2) how to revisit a second package? 

 

A major and indiscriminate flooding by the US State  

Source: FRED 

 

All those benefits have either expired or will soon end. More worrisome, 

negotiations for an additional pandemic relief have been in an impasse for 

months. Democrats suggested a $2.2 trillion relief package including funding for 

States and local governments, as well as extending enhanced unemployment 

benefits (i.e. a $600 weekly subsidy). Republicans preferred a smaller deal 

centered on payment to individuals and business loans.  

 

Unfortunately, the post electoral confusion raises the odds of further gridlock... 

And the ultimate color of the Senate might only be known in early January 2021. 

Therefore, in a bad scenario, a deeply contested election could postpone a new 

support to February 2021. According to P. Krugman, Nobel prize in 2008, “We’re 

still 11 million jobs down from where we were before this thing hit and all of those 

people are without wages, state local governments are in extreme financial 

distress, thousands of businesses — maybe hundreds of thousands — are on the 

verge of collapse”. 

 

For sure, the US state has lost control of subsidy runoff in its precipitation. Indeed, 

it is now largely documented that lots of healthy firms got money, while many 

distressed ones did not. Similarly, wealthy individuals benefitted from aides. This 

raises critical - political - questions to be addressed by any new Administration. 

PERFORMANCES  2020 

 EQUITIES  

 MSCI World +4.7% 

 S&P 500 +8.6% 

 Nasdaq +32.6% 

 Stoxx 600 -10.6% 

 SPI +0.8% 

 Nikkei +5.0% 

 China +21.6% 

 Emerging +5.5% 
 

 

 BONDS  

 CHF Corp -0.1% 

 US Govt +8.1% 

 US Corp +7.9% 

 US HY +3.3% 

 EUR Gvt +3.5% 

 EUR Corp +1.4% 

 EUR HY -1.4% 

  

 CURRENCIES  

 USD index -4.2% 

 EURUSD +5.9% 

 EURCHF -1.5% 

 USDCHF -7.0% 

 USDJPY -4.5% 

 EM FX -8.9% 

  

 COMMODITIES   

 Gold +29.1% 

 Silver +44.3% 

 Brent -38.8% 

 Copper +13.0% 

 CRB index -20.5% 

A sustainable Frugality ? 

https://www.cnbc.com/id/106460020?view=story
https://www.cnbc.com/id/106771366?view=story
https://www.cnbc.com/id/106771366?view=story
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But beyond the polemic, from a pure economic 

standpoint, the marginal propensity to consume from 

HNWs is very low. In practice, this may partly explain the 

sudden rise of the US savings rate.  

 

US Savings rate unprecedentedly  

exceeded 30% and remains at 14% 

Source: FRED 

 

Uncertainty linked to pandemics has changed 

consumers’ behavior. Precautionary savings are built to 

compensate for tentative long-lasting difficulties to find 

back a new job in a mutating economy, where social 

distancing could perdure. Even in China, consumption is 

far from recovering pre-pandemic level despite the 

effective containment of Covid-19.  

Frugality is a poster child from pandemic. Hopefully, it will 

dissipate with Vaccines / better treatments 

But that resembles wishful thinking for now 

• Absent an effective containment of the coronavirus 

outbreak, the US economy desperately needs, 

quickly, a “disaster relief” to stay afloat 

• Hopefully, Republican lawmakers will rapidly turn the 

Trump Page and stop filibustering 

 

Currencies. Biden victory: a potential SNB’s dose 

of oxygen 

The latest CPI figures showed inflation remain in negative 

territory in October. The headline CPI rate was at -0.6% 

compared to -0.8% in September. The SNB still views the 

CHF as highly valued, with a strong currency continuing 

to imply downside pressure on inflation. Further, the SNB 

has maintained its intention to intervene to weaken the 

CHF which should boost FX reserves. In October, total 

sight deposits - a gauge for intervention - rose by just 

0.4% MoM after similar growth in September. This is 

suggesting that the SNB may not have been aggressively 

pushing back against CHF strengthening. Furthermore, 

SNB President Jordan told the Government that due to low 

inflationary pressure and the fragile economy, the SNB 

negative interest rates and market interventions remained 

necessary. 

 

As a Biden victory seems now inescapable, the FX reaction 

will prove to be more USD negative. We were already 

expecting CHF to outperform USD, but the USD/CHF 

appears to have gained downside momentum as it has 

now broken below its 0.90 key support. The USD/CHF 

continues to be the cross to watch as the similar reaction of 

EUR and CHF to the US elections is keeping EUR/CHF 

rather stable. 

 

USD/CHF 

Source: Bloomberg 

 

FX reserve data for October is expected to show another 

increase after September’s record figure at CHF873.5bn. 

Equity markets were more subdued in October, which 

suggests that reserves will find less of a boost from 

valuation factors. We can also expect a softer stance by Joe 

Biden and the US Treasury department on foreign FX 

intervention practices. Consequently, it may provide  more 

freedom for the SNB to curb CHF rallies. It is maybe too 

early for markets to consider this side of the story.  

• SNB will gain more flexibility with Biden than Trump to 

intervene on FX markets 

 

Currencies. The final countdown 

The Bank of England has slightly surprised the market by 

announcing a larger-than-anticipated expansion to its QE. 

Risk management have pushed policymakers for a strong 

early reaction. What the markets really want to know is 

whether there will be a shift to negative interest rates in 

2021. The BoE is offering no fresh hints and that is not 

particularly surprising. There is scope for further easing in 

2021, but there still appears to be a lack of consensus. 
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Governor Bailey summer comments suggested that 

QE  is a much more useful policy tool than negative 

interest rates. 

 

The UK-EU trade negotiations are getting into the final 

phase, with the outcome possibly emerging over the next 

2 weeks. An eventual agreement looks more likely. The 

ongoing sharp decline in preferences of the Conservative 

Party in polls - now lagging behind the Labor Party - 

should be one more reason for the UK government to 

move towards a deal, given the likely hit to the UK 

economy from a no deal scenario. 

 

GBP/USD 

Source: Bloomberg 

 

Furthermore, a Biden administration looks less open to a 

US-UK trade deal agreement than the Trump one was. It 

will also be more committed to the Good Friday 

Agreement than the current administration. Both factors 

would tilt the balance towards closer UK alignment with 

Europe and increase the chances of a 'deal' on. 

• We turn bullish on the GBP 

 

Equities. Ant Group, the reflection of fears 

against Big Tech and fintech 

The IPO of Ant Group, a tech, fintech and finance 

company, was to be the largest IPO in history at $ 35.5 

billion, ahead of Aramco's $ 29.4 billion and Alibaba's $ 

25 billion. A success for Jack Ma who controls Ant Group 

and Alibaba. But a day before the IPO in Shanghai and 

Hong Kong, the Chinese government (the Communist 

Party) decided to suspend it despite the authorizations of 

stock market regulators. 

 

Like Icarus, Jack Ma always wants to go higher and burnt 

his wings. Jack Ma made 2 mistakes: 

1. He forgot that the Chinese Communist Party does 

not like too flamboyant, rich and powerful 

billionaires who could pose a threat. It made it 

known. 

2. Jack Ma gave an amazing speech in Shanghai on 

October 24
th

 on financial regulation and 

cryptocurrencies, surprisingly risky a few days before 

the IPO. He shot himself in the foot. Basically, he was 

critical of banking regulation and the Basel accords. 

The financial system must be less dependent on big 

banks and should give more room to innovators and 

fintechs. Cryptocurrencies must have a leading role 

in a new financial system. He was also critical of 

Chinese state banks. 

 

As the Communist Party wants to control credit and 

manage its own future cryptocurrency, the call to order has 

been fierce and Jack Ma has been obliged to go to Beijing. 

Financial authorities have announced the need for 

regulation on financial technology (fintech). 

 

Ant Group has built its model as a simple credit 

intermediary. Today, it would like to lend directly. Using its 

user data from Alipay, Alibaba's e-payment system, 

CreditTech, InvestTech and InsureTech, Ant Group assesses 

their creditworthiness and sells its analysis to traditional 

players. Ant Group earns a lot thanks to this model, but 

manages few funds, since the credits taken out on Alipay or 

through its platforms are in fact managed by banks. 

 

The suspension of Ant Group is more than a Chinese story, 

it reflects the concerns of the US and European 

governments over big tech, their power in data and their e-

payments systems. With its monopoly and the data it holds 

exclusively from its users, Apple has stepped into the 

banking world with its own credit card, Apple Card, and is 

scary. Thanks to its credit card, Apple wants to do without 

banks to grant loans. 

 

In order to reduce their power, governments seek to break 

the Big Techs’ monopoly and spin-off their activities in 

order to regain a healthy competitive environment. The 

end of the current 4 Big Techs’ business model is 

approaching, it seems. The US Department of Justice will 

launch an antitrust proceeding (Sherman Antitrust Act) 

against Google. Some US states are preparing legal actions 

against Apple, Amazon and Facebook. At the beginning of 

December, the European Commission will present its 

NOVEMBER 9, 2020 



 ♦ 4 

Digital Services Act, engaging the responsibility of online 

intermediaries and particularly targeting Google, Apple, 

Amazon and Facebook; the goal is, among other things, 

the sharing of data with the competition, the acceptance 

of products outside their ecosystem, the prohibition of 

pre-installation of their applications and the facilitation of 

their uninstallation. Experts predict a fearsome European 

arsenal against the 4 Big Techs. For example, Apple could 

no longer immediately provide Apple Music or Apple TV 

+ on its iPhones, since there are other competing 

services. 

• Ant Group's IPO probably postponed until (much) 

later, the time to better control the role played by 

fintechs 

• US and European antitrust war against the 4 Big 

Techs will begin 

• Less certain that 4 Big Techs will continue to 

outperform 
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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. 
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