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Soaping the board. A US tradition 

In the US, Presidential transitions have rarely proved easy, particularly when they 

concern a defeated incumbent president. For once, Trump respects this usage to 

the point of being zealous with his unbridled obstructionism. His behavior is 

reminiscent of the former President H. Hoover who, from 1932, handed over 

chaotically to F.D. Roosevelt. Incidentally, Hoover also had an intense aversion to 

his partially paralyzed successor, going so far as to nickname him ¨a chameleon 

on plaid¨. He also accused him of being a socialist (communist), putting the US on 

a ¨march to Moscow¨. Similarities between now and then, regarding the two 

personalities and the political situation, are many... 

 

Hover and Roosevelt clashed over the New Deal 

Source: Christian Northeast 

 

The conflict between the lame-duck Hoover and the incoming Roosevelt spelled 

the tension between New Deal defenders and opponents. The early 1930’s 

featured a time of panic, anxiety, and political violence, when the basic economic 

and political structures of the United States were challenged in ways that they had 

not been since the Civil War. Hoover, seeing no need for new policies, did 

everything in his power to limit the incoming president’s options. By the end of his 

presidency, one state after another— Nevada, Iowa, California — suspended 

normal bank operations, to prevent depositors from withdrawing their cash.  

 

Anecdotally, Roosevelt was almost shot by an unemployed bricklayer who 

emerged at a Miami rally eager to assassinate the “big men”. The interregnum 

lasted four months, during which the lame-duck president and Congress did 

about nothing to address the crisis. Bank runs and panics were spreading 

contagiously. Still, Hoover refused to declare a bank holiday. By FDR inauguration 
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in March 1933, the banking system and the entire 

economy were practically at a standstill.  

Ultimately, FDR implemented his New Deal, which 

structured American politics for decades 

Biden should learn the lessons from the Hoover - 

Roosevelt dispute 

 

Trump, sort of a Hoover disciple 

On Covid-19, Trump emulates Hoover - on banks -. 

Indeed, up to now, Trump is forbidding his coronavirus 

task force from briefing the transition team and is 

withholding information about OWP (Operation Warp 

Speed), the administration’s effort to produce a vaccine. 

Trump’s high-profile judicial appointees will prevent 

Biden from smoothly governing through executive orders 

and regulatory directives. With a Republican Senate, 

advancing legislation and confirming nominees to 

administrative positions is possibly going to be 

confronted by Mitch McConnell (Senate Majority Leader).  

Lately, the US Treasury recalled some Fed crisis fighting 

tools (emergency lending facilities). The Fed will have to 

return unused funds from five programs expiring late 

December. 

 

Funds redirection is bad signal. Still,  

the Fed has a lot of ammunition 

Source: US Federal Reserve 

 

At first, this non-extension seems bad politics and 

inappropriate, considering the fragile economic outlook 

and the resurgent sanitary crisis. In practice, this move 

could free up about $450bn for the Congress to be spent 

elsewhere. Let us forget polemic for once: is Trump 

taking a surprise out of his bag, by preparing for a mini 

deal (i.e. an emergency round of fiscal stimulation), he 

would definitely claim credit for? This would be a more 

graceful exit scenario than what markets expect from him 

as of now. Last Friday, Mnuchin threw a test balloon. He 

formally suggested to the Congress that it may redirect 

$580bn of this source into the slowing economy. This is a 

case to follow... 

US democracy and institutions are experiencing a critical 

moment, but they should continue to prove resilient 

Some version of Infrastructure / ¨Green¨ New Deal plans 

should ultimately emerge. Fundamentally, it reflects an 

ideological direction that many voters opted for 

• In a bad scenario, renewed Treasury and Fed 

confrontation would be bad news for markets 

• In a more favorable scenario, a mini deal could emerge 

about in sync with a Trump concession by mid-

December 

 

Fixed income. Will the Fed emulate the RBA? 

The monetary policy approach in Australia is changing. In a 

speech last week, the RBA Governor neatly set out the 

different aspects of current policy. 

 

He first discussed the nature of forward guidance. He 

highlighted  that monetary policy has moved to place 

much more weight on actual outcomes rather than forecast 

outcomes. A reasonable interpretation here is that, 

particularly due to the combination of globalization and 

technology, the functioning of labor markets has changed 

and the need to be pre-emptive with policy has dissipated. 

It is now appropriate to wait to see inflation firmly within 

the 2–3% band and high wages growth, requiring a return 

to a tight labor market. He is making the tight labor market 

a necessary condition. He also focused on the RBA price 

stability, full employment and economic welfare mandate. 

He confirmed  the sentiment by  emphasizing the need to 

reduce spare capacity in the labor market. By the way, later 

in the week, the market was shocked by the employment 

report which printed 178’800 new jobs compared to 

expectations of minus 30’000. With that type of volatility 

and policy focused on the labor market, there is little doubt 

that markets will be feeling edgy. 

 

He also discusses the gravitational pull of low global 

interest rates. It reflects the global excess of savings over 

investment. He described  negative rates as extraordinarily 

unlikely since they make it harder for banks to lend.  
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Total negative yielding bonds ($bn) 

Source: Bloomberg 

 

We are now in the world where quantities matter, not 

just prices. The QE program affects the economy through 

boosting the liquidity of the banking system, lowering 

rates, and forcing a reallocation of private sector 

portfolios away from bonds into  other private assets. By 

lowering rates, foreign investors are discouraged from 

buying domestic assets, lowering the value of the 

exchange rate. So, the themes are clear :  the elevation of 

the labor market over the inflation priority, the  sensitivity 

to a rising exchange rate, and the benefits of rising asset 

prices. 

 

US 10-year term premium 

Source: Bloomberg 

 

• While short term remains choppy, term-premium will 

increase 

 

Fixed income. In the meantime, the Fed has still 

to navigate with Trumpists 

Even if Mnuchin has cancelled the key lending facilities, 

Powell says it is too soon to put away its emergency tools 

to help markets and the economy. Powell looked set to 

extend were due to expire at year-end.  

 

The Fed response is that the full suite of special facilities 

continues to play an important role as a backstop for a 

still strained and vulnerable economy. It is still unclear 

when or how the reclaimed funds might be redeployed. 

 

It is fair to say that the market does not need help right 

now, but the real economy still needs it. The US is heading 

into a tough winter, with infection rates setting daily 

records, renewed restrictions on activity, school shutdowns 

and more businesses closing. 

 

Treasuries, unsurprisingly, rallied on the administration’s 

message, sending the US 10-year bond yield back toward 

0.80%. The politicization of market stabilization policy will 

force the Fed to more action at its December 16-17 

meeting. That probably means laying out a more-detailed 

bond-buying plan, the QE is a very imperfect substitute for 

a credit market backstop. 

 

The credit facilities have their detractors. The run-up  in 

asset prices since the primary- and secondary-market 

purchases were announced made even some investors 

queasy. And this month, yields on lower-quality corporate 

bonds sank to record lows, a worrying sign for those 

warning of a zombie-company apocalypse. There is just no 

substitute for government action - a point Powell himself 

emphasized many times to lawmakers in his testimonies 

alongside the Treasury Secretary. 

 

Fed purchases weighted average maturity 

Source: Fed 

 

• The Fed has still room of maneuver under its current 

framework 

• The main Fed demand is a government support 

 

Equities. We will be fine, the stock markets are 

anticipating it 

The stock markets remain well oriented. We observe 

sectoral rotations with announcements on vaccines, an 
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exponential increase in the pandemic in North America, 

the reaching of a peak (or even a deceleration) in Europe, 

the difficulty of finding a recovery plan in the US and the 

European institutional blockage on the € 750 billion 

stimulus plan. 

 

After a violent upward movement in the Value segment, 

particularly banking, energy and everything related to air 

travel, investors have been interested by tech companies 

again (less on Apple, Alphabet and Facebook), more 

defensive, with the worsening of the pandemic in the 

United States. 

 

Last Friday, the Green segment took advantage of Joe 

Biden's announcement of a US return to the Paris 

Climate Agreement.  

 

These sector rotations are healthy for a bullish 

continuation of the indices. They denote the willingness 

of investors not to exit the equity market. 

 

The very good news about vaccines is undoubtedly the 

announcement by Pfizer / BioNTech and Moderna of 

vaccine production started in November, without waiting 

for approvals from the FDA, SwissMedic and the 

European Medicines Agency. They confirmed the 

possibility of distributing the vaccines in December if 

they had the authorizations. Last Friday, Pfizer / 

BioNTech initiated the fast-track clearance process with 

the FDA. 

 

The very imminent arrival of the Astrazeneca / Oxford 

University vaccine will be a game changer in global 

vaccination. Together with the vaccine of Novavax, the 

Astrazeneca / Oxford University’s vaccine will be the 

vaccine for low / middle income countries (developing 

countries), while those from Pfizer / BioNTech and 

Moderna will be primarily intended for rich countries. 

Astrazeneca / Oxford University's vaccine will be 

produced in many countries, such as Brazil and India, its 

price will be a fraction of the others and the production 

volume will be three times that of others with more than 

3 billion doses compared to 1.3 billion for Pfizer / 

BioNTech and less than 1 billion for Moderna. 

 

Vaccines, production volumes and destination 

Source: Airfinity Ltd, Bloomberg 

 

Another good news is the resilience of results. While we 

were expecting a 21% pullback, S&P 500 profits are down 

8.5% in 3Q20, for the time being. When all companies 

publish their results, estimates point to a decline of 6.5%, 

but an increase of +4.3% excluding energy, air transport 

and hotels, according to Factset. 

 

By the end of the year, we will monitor US antitrust legal 

actions against the 4 Big Techs and the new EU anti-GAFA 

regulation. But we do not believe that this should have a 

significant impact on the stock markets, thanks to offset by 

the expected good performance from the financial sector 

(Value segment). In the S&P 500, the 4 Big Techs (Apple, 

Amazon, Alphabet and Facebook) account for 17% and the 

Finance sector for 11%. 

 

Targets for the S&P 500 and Stoxx 600 at 6 months.  

The final result changes according to  

EPS estimates and the inflation scenario 
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S&P 500
Scénario 

principal

US CPI 0% 0%-1% 1% 1%-2% 2% 2%-3% 3%

PER 2021 25 24 23 22 21 20 19

PER 2022 22 21 20 19 18 17 16

EPS 18 151

EPS 19 152

EPS 20 140

EPS 21 171

EPS 22 197

Indice 2021 4263 4092 3922 3751 3581 3410 3240

Indice 2022 4343 4145 3948 3751 3553 3356 3158

6 MONTH S&P 500 TARGET 4300 4119 3935 3751 3567 3383 3199

5%

Main scenario 
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Source for EPS: Bloomberg, Yardeni Research, Factset and  

Lipper Alpha 

 

• We are maintaining our overweight in the Value / 

Cyclical segment with a 2-3 month view, in finance, 

air transport, tourism, consumer discretionary and 

bottom-up selection like Macy’s or General Electric 

• The acceleration of the pandemic in North America, 

with its confinements and curfews, should offer 

buying opportunities in the Value / cyclical segment 

 

Equities. Macy’s, a deep value stock 

With a market capitalization of $ 2.8 billion, an estimated 

real estate fortune of between $ 15 and $ 20 billion, 

which covers net financial debt of $ 6.7 billion, and equity 

of $ 6.4 billion, we find Macy's stock interesting with a 

target of returning to the zone of share price between $ 

15 and $ 20. 

 

Macy’s share price 

Source: Bloomberg 

 

In 3Q20, sales were down 20% to $ 3.99 billion and the 

loss was $ 91 million. The results were better than 

expected. Online sales were up 27%, but they only 

represent a small portion of total sales and have 

decelerated from 2Q20. Consumers have reduced their 

purchases of clothing and cosmetics. But the three 

brands, Macy’s, Bloomingdale’s and Bluemercury, 

nonetheless showed solid operational performance with 

positive operating profit, EBITDA, thanks to good cost 

control and inventories down 29% compared to 3Q19. 

The gross margin stood at 35.6% versus 23.6% in 2Q20. 

We have bought Macy's due to the end of the pandemic 

expected in 2021, the catching up of the Value segment 

and a positive comparative basis effect in 2Q21, 3Q21 and 

4Q21, as online stores will face a base effect strongly 

negative. We have a trading target at around $ 15- $ 20 per 

share. 

 

Note the excellent results of Walmart and Target. Walmart 

saw its online sales grow 79% and 155% at Target. We 

prefer Target over Walmart which has a 26% discount. 

• Buy Macy’s with a 1st trading target at $15 

• We prefer Target to Walmart, with respective 

valuations of $200 and $160 
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Stoxx 600
Scénario 

principal

US CPI 0% 0%-1% 1% 1%-2% 2% 2%-3% 3%

PER 2021 22 21 20 19 18 17 16

PER 2022 19 18 17 16 15 14 13

EPS 18 21.4

EPS 19 19.3

EPS 20 16.8

EPS 21 22.8

EPS 22 26.7

Indice 2021 502 479 456 433 410 388 365

Indice 2022 507 481 454 427 401 374 347

6 MONTH STOXX  600 TARGET 4300 480 455 430 405 381 356

10%

Main scenario 
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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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