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¨Saying and Doing have quarreled and parted¨  

B. Franklin, Poor Richard's Almanack, 1756 

 

The aftermath of recessions and financials crisis represent particular phases for 

investors. The shape of the following recovery, its magnitude and timing spell very 

different patterns for markets. Consequently, the art of drawing forecasts and 

perspectives in this type of landscape is trickier than in more ¨calmer¨ periods. 

This time is even more so in the context of the external and unprecedented 

pandemic shock. So, what is to be made of the consensus that has emerged in 

recent weeks? Let us try to take stock of the situation.  

 

Light at the end of the tunnel, they say... 

Investment advisors and short-term oriented investors reassured by tame US 

elections’ developments and vaccines’ arrival, have definitely decided to focus on 

medium term economic upturn. Their narrative goes as follows: China - and Asia 

to a lesser extent - are already experiencing a significant pickup of activity. In G7, a 

strong cyclical recovery and herd immunity lie ahead from H2 2021, paving the 

way for a return to a well-deserved form of normality after these severe pandemic 

torments. Markets will remain flooded with liquidity. A Biden administration 

should restore trans-Atlantic links and behave more predictably. 

 

In this context, lots of these so-called sell-side institutions (banks, brokers, and 

fund management firms) have shifted their recommendations in the past few 

weeks: one should overweight small caps, cyclicals, emerging markets, and value 

investments. According to well-respected fund managers surveys, produced by a 

large US bank (BoA), most sell-side investors have already shifted accordingly. As 

a matter of fact, these markets segments actually outperformed lately.  Is it a 

sustainable trend, or rather a new false dawn like the ones which happened in the 

last couple of years? 

A - strong - consensus has recently build in favor of the reflation trade among 

traders and advisors 

They represent a decent portion of investable capital, but not the lion-share 

 

... but ¨cool heads / strong hands¨ still remain - very - skeptical! 

Long-term investors represent, ultimately, a more determinant factor of influence 

for financial markets. In this respect it makes sense to analyze the latest survey of 

a large investment bank, realized among 500 global pension funds, life insurance 

and other long-term investors. They represent the so-called ¨buy-side¨ cohort of 

investors. Interestingly, it features very different, if not totally contradictory, 

perspectives. Key - diverging - take-aways are: Covid-19 will continue to impact us 

PERFORMANCES  2020 

 EQUITIES  

 MSCI World +11.2% 

 S&P 500 +13.4% 

 Nasdaq +38.0% 

 Stoxx 600 -6.2% 

 SPI +0.7% 

 Nikkei +13.0% 

 China +20.5% 

 Emerging +12.8% 
 

 

 BONDS  

 CHF Corp +0.5% 

 US Govt +8.0% 

 US Corp +9.1% 

 US HY +6.2% 

 EUR Gvt +4.1% 

 EUR Corp +2.6% 

 EUR HY +1.6% 

  

 CURRENCIES  

 USD index -5.9% 

 EURUSD +8.4% 

 EURCHF -0.6% 

 USDCHF -8.3% 

 USDJPY -4.3% 

 EM FX -6.3% 

  

 COMMODITIES   

 Gold +20.9% 

 Silver +34.1% 

 Brent -23.2% 

 Copper +26.4% 

 CRB index -13.2% 

Saying or doing... 
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broadly and generate a ¨new normal¨. Resilient 

geopolitical and social tensions will further weaken 

democracies. In this respect, one should remark a 

contradiction in their view: despite their prudence 

regarding economy, they expect value investments 

(which are essentially cyclical) to outperform… 

Source: Natixis 

 

When it comes to equity markets, their sector allocations 

globally confirm a cautious view: outperformance is 

expected in Covid-proof industries like IT, healthcare, and 

communication services. While energy, financials, 

industrials, and materials should underperform.  

Source: Natixis 

As confirmed by the huge cash pile still stalling on the 

sidelines, long-term oriented investors have remained 

cautious 

They barely participated in the so-called ¨reflation trade¨ 

• Inflection points of economic and pandemic cycles 

reinforce the classical tug of war between sell- and buy

-side investors 

• Despite some recent capital inflows, the reflation trade 

has not exhausted its potential 

 

Fixed income. Just an ECB recalibration 

The European Central Bank did not present a new 

big  bazooka – as expected - but a well-engineered 

extension of all well-known instruments to ensure that the 

current accommodative financial conditions are extended 

until at least mid-2022. These announcements fall into the 

recalibration category according to ECB President Lagarde 

own words. The ECB emergency QE program will be 

increased by €500bn to a total of €1.85trn at least until 

March 2022. The bond maturing reinvestments will last at 

least until 2023 year-end. The ECB traditional QE program 

continues to run at €20bn per month. The ECB emergency 

funding scheme will be continued into 2021 and the TLTRO 

extended until June 2022, and the amount banks can get 

from the ECB increased to 55% of the eligible loan stock 

from 50%.   

 

Overall, this balanced and conservative central bank 

engineering indicates that a compromise has been struck 

between the hawks and the doves. The ECB plans to 

continue the backstop and avoid financial conditions 

tightening, while waiting for a rollout of the COVID-19 

vaccine and fiscal policies supporting economic and 

inflationary recovery. 

• The ECB main aim is to extend the current level of 

monetary accommodation until mid-2022. 

• European low yields environment is guaranteed for a 

while 

 

Fixed income. Easier refunding for banks is 

ensured 

The new ECB TLTRO-3 conditions released will have 

positive impacts on European banks. The new terms for 

2021 are providing new opportunities to increase the size 

of those operations at the expense of issuing more costly 

new bonds. The TLTRO will provide higher available 

amount of funding per bank until end-2024. So, it will limit 
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the bank bond supply need in the future too. And finally 

bank earnings will be boosted by the lengthening of the 

favorable TLTRO-3 special interest rate period. Even with 

low long yields, banks will benefit from technical steep 

curves and be able to restore margins. Together those 

elements will limit banks’ bond supply next year, and 

potentially in 2022.  

 

More surprisingly, the ECB did not discuss/mention  bank 

dividends during the meeting. The supervisory board just 

announced the ECB will decide on whether and how to 

lift the bank dividend ban over the coming days. 

European supervisors will lean towards extending the 

ban well into next year, while allowing some of the most 

solid banks to make payouts. It seems unlikely that banks 

will be able to return to normal dividend payments early 

next year. The ECB gave a recommendation in March for 

banks not to distribute dividends due to the Covid-19 

uncertainties and their  possible effects on bank loan 

quality. The ban was set until October 2020, but in July, 

the ECB extended its recommendation until January 2021. 

 

More surprisingly, while the Brexit is not solved yet, the 

UK banking regulator has given banks the green light to 

resume dividend payments, nine months after it asked 

them to suspend it. It again urged banks to use a high 

degree of caution and prudence. The regulator set a 

dividend limit of 25% of a bank’s cumulative profits over 

the previous 2 years or 0.2% of its risk-weighted assets. 

• The abundant amount of liquidity will support senior 

and subordinated banks bonds performance in H1 

2021 

 

Currencies. Wait-and-see ECB in front of a 

stronger EUR 

The ECB measures announcements were not enough to 

breach the EUR upside dynamic. The Pandemic 

Emergency Program pop-up by €500bn was expected, 

more TLTRO was the market’s base case and the ECB 

deciding not to increase monthly classic QE 

purchases, this was simply not enough. There was a 

degree of similarity between this meeting and the one in 

September 2019.  

 

Expectations were high going into the meetings and in 

both instances, the ECB just matched expectations. 

Hence, the EUR/USD uptick is justified. There was no 

strong verbal intervention against the level of the EUR. ECB 

President Lagarde only mentioned that the ECB is very 

carefully monitoring the exchange rate. This has never 

been sufficient - and has been confirmed once again - to 

send the EUR lower. 

 

As the US front-end real yield will stay deeply negative next 

year, and twin deficits will neither improve rapidly nor 

significantly, the drivers of a weak USD will remain. 

• The ECB did not over-deliver, the new set of measures 

is not strong enough to outweigh the strong bearish 

USD dynamics in place 

• There is more upside to EUR/USD. We target 1.25 in 

2021, with strong upside risks to 1.30 

 

Equities. Streaming TV is doing very well 

Disney's share price rose 14% last Friday. The actors in 

streaming TV are on the move. For 4 years, Netflix has 

been the benchmark in streaming TV, it will remain so in 

the short to medium term, but its dominant position will 

weaken in the long term. The pandemic has accelerated 

the number of subscribers in streaming TV and allowed 

new entrants to benefit fully by quickly reaching critical 

mass. 

 

The main groups in streaming TV 

Source: Bloomberg 

  

Last week, the streaming TV industry was marked by 2 

facts: 

1. The Walt Disney Investor Meeting. Disney+ has 87 

million subscribers. For 2024, the group forecasts 

between 230 and 260 million, figures well above the 

60-90 million estimated 13 months ago, and 

between 300-350 million if we include Hulu and 
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Companies Streaming TV
Active users

(million)
PER 20 PER 21

Netflix Netflix 200 76 52

Walt Disney Disney+ 86 (target 2024 : 230-260) 92 37

AT&T HBO Max 13 (target 2025 : 50 in the US) 10 9.8

(WarnerMedia/NBCUniversal)

Comcast Peacock 22 (30-35 in 2024) 20.5 17.8

Amazon Amazon Prime Video 150 (126 in the US) 64.5 52.8

Apple Apple TV+ 40 31.2 28.5

Alphabet YouTube TV (paying) 1 (2000 free users) 31.8 25.9

ViacomCBS Paramount+ 8.5 8.4

Discovery Discovery+ Launching in January 2021 9.3 9.2

AMC Networks AMC Plus 5.7 4.3

Walt Disney Hulu 36

Walt Disney EPSN+ 10

Orange OCS 3
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EPSN+. Disney+ is progressing faster than 

expected. Walt Disney has announced new films 

for Marvel and Star Wars. Licenses: Disney, Pixar, 

Marvel, Star Wars, National Geographic and 21st 

Century Fox. 

2. WarnerMedia Studios has announced that in 2021, 

17 blockbuster films will be released 

simultaneously in theaters and on HBO Max. 

Licenses: DC Comics and The Wire, The Sopranos, 

Oz, Sex and the City, Veep and Game of Thrones 

series. 

  

The streaming majors will expand into other markets 

and / or sign partnerships such as Disney+ in India with 

Hotstar and in France with Canal+ Séries, or HBO Max 

with OCS (Orange) in France. HBO Max is only available 

in the United States and is slated to enter Europe and 

Latin America in 2021. 

Source: Morning Consult, Reelgood 

 

The strategy of the less big ones, who do not have a 

large catalog of films and series, like Discovery, should 

favor unscripted formats, that is to say talk shows, reality 

TV, documentaries and games, which would increase 

competition for linear television. Streaming TV today is 

dominated by scripted formats (movies, series); in the US, 

68% of formats in streaming TV are scripted compared 

to 32% unscripted. But even the streaming TV majors are 

speeding up unscripted formats, especially reality TV and 

everything related to cooking, wellness and health. 

 

The pandemic has given streaming TV a boost. 2021 and 

the following years will see the arrival of new competitors 

and a greater share in unscripted formats.  

 

As the CEO of Discovery said, the sector will be marked by 

a consolidation (mergers, acquisitions) and it would be 

interesting to dwell on smaller companies that offer low 

valuations like Viacom at 8.5x 2021, AMC Networks at 4x 

and Discovery at 9x, while Netflix and Walt Disney hover at 

52x and 37x respectively. Walt Disney had an amazing run 

in 2020: at $ 150 earlier this year, the stock price fell to $ 80 

in March to rebound to nearly $ 180 today, as theme parks 

are closed (25% revenues). 

• The offer in streaming TV will expand greatly 

• Consumers are turning more and more to mobile 

streaming applications and connecting less and less to 

linear television 

• The competition will intensify and there is still plenty of 

room for a global expansion. Netflix, Disney+ and HBO 

Max will likely be the leaders. 

• At 12 months, we value Netflix at $ 570 per share, Walt 

Disney at $ 215, Comcast at $ 63, AT&T at $ 36, 

Viacom at $ 39, Discovery at $ 34 and AMC Networks 

at $ 47 

 

Equities. 2020, a record year for IPOs 

Airbnb (apartment / house rentals) and DoorDash (ready-

to-eat home delivery platform) will end a record 2020 year 

for IPOs in the US. With an introductory price of $ 68, 

Airbnb shares are at $ 140 after 2 trading days and hit $ 165 

on its first day of trading on Thursday, December 10th; the 

market cap stands at $ 83 billion, more than Marriott, 

Hilton and Intercontinental combined, for revenues of $ 4.5 

billion! On Tuesday, December 8th, DoorDash did just as 

well as Airbnb with a doubling of its share price to $ 190 on 

its first day of listing; its market capitalization is at $ 56 

billion for revenues of over $ 2 billion! 

 

Three of the largest US IPOs in tech, in terms of capital 

raised, occurred in 2020. Market caps for all three rose to 

between $ 55 billion and $ 100 billion. 

DECEMBER 14, 2020 



 ♦ 5 

Three of the biggest IPOs for US tech  

compagnies have been in 2020 

Source: CNBC 

 

Between 2019 and 2020, 4 of the 5 mega IPOs, Airbnb, 

DoorDash, Uber and Lyft, involved leaders in the shared 

economy with platform-based models connecting 

businesses and consumers through technology and 

logistics taking a cut on every transaction. These groups 

are burning a lot of cash to increase their networks, 

promote their services, expand into other markets and 

offer incentives on both sides of the platform. The 5th, 

Snowflake sells cloud software in a more traditional way 

and its IPO in September 2020 was the largest IPO ever 

launched in software. 

 

For many investors and analysts, valuations go far 

beyond traditional metrics. It might make you smile, but 

worrying nonetheless: when Airbnb's first listing opened, 

options calls on ABB, a world leader in robotics and 

automation, skyrocketed as some investors, Robinhood 

perhaps, would have confused the ABB’s ABBN ticker 

with that of Airbnb’s ABNB !! 

 

IPOs took advantage of the gigantic cash injections to 

support the economy in the face of the pandemic, as for 

all risky assets. Some investors draw a parallel with 1999-

2000 where IPOs were also numerous, but the market 

remains convinced that the new generation of investors, 

the day traders (Robinhood, ...), will continue to 

participate massively in IPOs in 2021. Some speak of an 

IPO Supercycle, while hundreds of start-ups are on the 

sideline, of which 70% of them are valued at more than $ 

5 billion. The impact of the Covid has been very 

significant for technology companies who have benefited 

from changes in corporate business models by 

integrating more technologies and their innovations. 

IPO: Initial Public Offering. SPAC: Special Purpose 

Acquisition Companies 

Source : Refinitiv, FT 

 

Despite everything, this exuberance has scared some new 

firms, such as Roblox (mobile games), which have decided 

to postpone their IPO until 2021. In 2021, the stock market 

is waiting for big names like Space X (space vehicles, 

rockets), Stripe (mobile payment), Waymo (autonomous 

vehicles), Instacart (grocery delivery). For 2021, we're also 

talking about professional sports teams, like Fenway Sports, 

an American group that owns the Boston Red Sox and 

Liverpool Football Club. 

• The liquidity effect and the changes in the business 

model of many companies induced by the pandemic 

explain the attractiveness of IPOs and companies in 

technology and the new digital economy 

• The liquidity effect is expected to continue in 2021 with 

low interest rates, which should support IPOs 

• We do not have any rational explanation for the 

Airbnb’s valuation 

 

Equities. Big Tech monopoly is a global problem 

On Tuesday 15
th

, December, the European Commission will 

present its new anti-GAFA regulation, the Digital Services 

Act. 

 

Meanwhile, the US federal government, through the 

Federal Trade Commission, and a coalition of 48 US states 

have launched a lawsuit against Facebook, targeting the 

Instagram (2012) and Whatsapp (2014) acquisitions, which 

had been accepted at this time by the US government. The 

objective is the spin-off of these 2 mobile applications. The 

allegations: Facebook's systematic elimination of 

competitive threats. The US Department of Justice, 11 

DECEMBER 14, 2020 



 ♦ 6 

Entire markets are dominated by the 4 Big Techs 

4 Big Techs’ dominant positions in many key markets 

Republican state governors and California have launched 

antitrust lawsuits against Google; the New York attorney 

general has decided to initiate separate proceedings and 

other states may also decide to initiate individual 

proceedings. As with Facebook, the complaints are the 

suppression of competition and monopoly dominance in 

advertising. 

 

China will adopt a new regulation on digital technology 

and digital platforms. After some years of tension 

between the Chinese government and Alibaba and 

Tencent, Ant Group's IPO, shut down at the last moment 

by President Xi, was the last straw. Beijing wants to reduce 

the concentration of economic power on certain groups. 

 

Despite mounting antitrust pressures and a likely 

unfavorable outcome for Big Techs, the stock market 

development of the past few weeks does not show any 

stress. Probably investors believe there is a very long legal 

war that will not affect Big Tech in the near future. 

Technical analysis does not show any downside risks either. 

• We are underweighting the 4 Big Techs pending 

European and Chinese regulations 
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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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