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The officialization by the electorate of J. Biden's victory has certainly removed one 

last doubt. And the vote, in his wake, of an emergency aid package of $900bn will 

avoid a catastrophe for many Americans in the first quarter, i.e. a double dip 

scenario.  But still, who would have thought! 2020 ends in fireworks for the 

financial markets. For the most part, they have rebounded dramatically, despite 

the ongoing recession and pandemic.  

 

The year-end ¨window dressing¨ is a bit special in 2020 for large fund managers. 

The fiscal/technical aspect counts less. Beware of overly cautious players... It is 

better, commercially, to show a high investment rate and comfortable positions in 

risky assets, or even in securities linked to the economic rebound.    

 

Investors' eyes remain focused on next summer, the second half of the year, when 

a new economic cycle should assert itself and social life should return to a form of 

post-pandemic normality. Of which note. 

In the United States, the deleterious political climate may end with the release of 

Trump 

Vaccination is going to bring, soon and globally, a definite relief  

 

Optimism clearly takes over 

Private investors are speculating like never before on Wall Street. Tesla, despite 

the antics of its visionary owner, is stirring up covetousness, multiplying capital 

increases, and victoriously forcing its way into American indices. IPOs abound and 

attract everyone's attention. After a dizzying rise, Bitcoin did not hesitate long 

before victoriously crossing its historic resistance of 20'000, it already crosses 20% 

higher towards the 24'000.  

 

There are many financial market indicators of ¨frost¨. Most of them are now 

pointing to overboughtness and complacency. Among them, the well-regarded 

Panic/Euphoria index (Citigroupo) involves nine different trackers that are 

weighted equally. The math incorporates put/call ratios, short interest, retail 

money market funds, margin debt, the average of American Association of 

Individual Investors and Investors Intelligence bullishness, gasoline prices, NASD 

trading volume relative to NYSE volume, the CRB commodity price index, and the 

premiums paid for puts and calls.  

PERFORMANCES  2020 

 EQUITIES  

 MSCI World +13.1% 

 S&P 500 +14.8% 

 Nasdaq +42.2% 

 Stoxx 600 -8.0% 

 SPI +0.1% 

 Nikkei +12.9% 

 China +23.2% 

 Emerging +13.8% 
 

 

 BONDS  

 CHF Corp +0.5% 

 US Govt +7.7% 

 US Corp +9.1% 

 US HY +6.5% 

 EUR Gvt +3.8% 

 EUR Corp +2.5% 

 EUR HY +1.7% 

  

 CURRENCIES  

 USD index -5.6% 

 EURUSD +8.3% 

 EURCHF -0.3% 

 USDCHF -8.0% 

 USDJPY -4.4% 

 EM FX -6.9% 

  

 COMMODITIES   

 Gold +23.7% 

 Silver +45.8% 

 Brent -25.2% 

 Copper +27.2% 

 CRB index -10.4% 

Apotheosis 
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The Citigroup Panic/Euphoria Index, is a reliable 

contrarian indicator for market sentiment 

Source: Haver Analytics 

 

Very quickly, at the beginning of January, the political 

agenda will resume its rights with 1) the senatorial 

elections in the State of Georgia, 2) the long-awaited 

epilogue of the Brexit. 

 

In order, the investors expect a Republican victory and a 

deal. A different outcome could very well create a serious 

resurgence of excitement in the US bond market and 

currencies... Better to keep your eyes wide open just after 

the holiday season! 

It's Christmas before time at the stock exchange 

It floats there as an aftertaste of overconfidence / even 

speculation in the very short term 

• Let's look forward to an improved outlook for 2021 

• But let's not get too exhilarated by the dizzying rises 

of certain assets 

• The day after can sometimes be a little disappointing 

 

Currencies. The same old song 

The SNB, as widely expected, did not amend  its 

monetary policy stance, but maintained  its interest rate 

at -0.75%. It still considers the CHF as highly valued and 

remains prepared to increase its FX intervention if 

needed. Growth forecasts have been revised upwards for 

2020 to -3% from -5% in September. For 2021, the SNB is 

forecasting a Swiss GDP growth of 2.5 to 3%. Despite 

those upward revisions, the inflation forecasts have been 

revised down to -0.7% in 2020, 0% in 2021 (compared to 

-0.6% and 0.1% previously forecast) and 0.2% in 2022. 

Finally, the 2023 forecast suggests that inflation will not rise 

much higher than 0.5%. This low inflation is above all a 

consequence of the strong CHF, which is pushing down 

import prices. This explains the need for the SNB to 

maintain negative rates and currency intervention. 

Monetary policy will remain expansionary, as it is at 

present, for the next few years. 

 

The long-delayed US Treasury FX report found Vietnam 

and Switzerland having exceeded the 3 criteria to be 

labelled a currency manipulator. This is not surprising, 

given that Switzerland violates it in practice. Between June 

2019 and June 2020, Switzerland bilateral trade surplus with 

the US amounted to $49 bn ($20 bn is the limit), its current 

account surplus was 8.8% of GDP (2%) and its FX 

intervention amounted for 14.2% of GDP (2%). 

 

FX manipulation report 

Source: US Treasury department 

 

In fact, given the level of inflation, it has no other choice, 

but to intervene  regularly in the foreign exchange market 

to weaken the CHF. In the end, this report could complicate 

the SNB task a little. It will probably have no impact on 

monetary policy and the intervention it makes in the 

currency market. The SNB meeting came just after the 

announcement and did not react to. 

 

At the heart of the issue is a clash between the US wanting 

a level playing field on international trade against an 

unwelcome (front the Swiss point) intrusion into Swiss 

sovereignty, be it US recommendations on SNB monetary 
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policy (“try more QE”) or fiscal policy (“cancel the debt 

brake that generates a serial government under-spend”). 

• A period of bilateral talks will start, giving a chance 

to gauge the ¨young¨ Biden administration trade 

policy stance 

• This designation doesn’t  and will not have any 

impact on the SNB's monetary policy 

• The slow upward EUR/CHF dynamic will be more risk

-appetite driven than Swiss data dependent 

 

Equities. Attempts to break technical resistances 

For the last 2 days, the S&P 500 and the Stoxx 600 have 

been trying to break out their important resistances. They 

were broken last Thursday, to close Friday just on them. 

Not much was missing, just a deal in Congress on $ 900 

billion relief bill in the United States and an agreement 

between the European Union and Great Britain, even at 

minima, in Europe. On Sunday, Congress eventually 

announced an agreement. But on Sunday evening, the 

European Union and Switzerland closed their borders 

(land, sea and air) with Britain where the country is 

experiencing an out of control rise in COVID infections, 

portending a difficult Monday for European stock 

markets. 

 

The Fed announced good news on Friday by allowing 

banks, under certain conditions, to restart share buyback 

programs. Just after the news, JPMorgan and Goldman 

Sachs said they would restart as early as Q1 2021; other 

banks should follow. The Fed is showing its confidence in 

the resistance of American banks to pass this pandemic 

without damage. The banking sector has largely failed to 

participate in the 2020 rally and this announcement is 

coming faster than expected. The 6 largest US banks 

could buy back $ 11 billion in shares in Q1 2021. 

 

There is more good news like the start of a global 

vaccination, the estimated 30% increase in iPhone 12 

production in H1 2021 to meet high demand or 

comments from the CEO of Toll Brothers, one of the 

largest real estate builders in the United States, reporting 

one of the strongest periods in 30 years. 

 

Globally, companies raised more than 6,370 billion in 

debt and capital in 2020 according to Refinitiv. Thanks to 

IPOs, US companies have raised a record $ 149 billion. 

Even in the UK, despite Brexit, capital activity has been 

buoyant. Some of the cash will be used to make 

acquisitions according to some CFOs. Dividends will return. 

 

The MSCI World recorded a performance of 13% in 2020. 

The price to sales ratio is 45% above the average over the 

15 years. The PE Shiller Cape ratio (using EPS over a 10-year 

period and adjusted for inflation) is very high, but a new 

measure, the Excess Cape Yield, was made to take account 

the current very low interest rates environment, and the 

result is a reasonable valuation of the S&P 500. 2021 should 

be an atypical year that will not resemble that of a classic 

exit from recession. The overall financial situation of 

companies will be better than that of a normal recession. 

 

Recently, liquidity has risen in the US,  

a positive factor for stocks 

Source: Crossborder Capital 

 

• Investors do not want to leave stocks, but they are in a 

process of sectoral and geographic rotations 

• We remain positive over the first months of 2021 

• Green themes are a hot topic 

 

Equities. Increased pressure on Chinese companies 

The US administration has added a dozen of Chinese 

companies to their blacklist, including SMIC and drone 

maker SZ DJI Technology. On this blacklist of 77 foreign 

companies, there are 60 Chinese companies. Companies 

posing a risk to the national security of the United States 

and for the Chinese companies, the use of US technologies 

for military applications. There are other important names 

like China Railway Construction Corporation (CRCC), China 

Communication Construction, China Telecommunications 

or CNOOC. Other Chinese companies are expected to 

follow, such as Commercial Aircraft Corp of China 
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(COMAC), which wants to compete with Airbus and 

Boeing, or Aviation Industry Corporation of China (AVIC). 

 

What is worrying for the United States is that China is 

seeking synergies between commercial and military 

technologies in the long term. This means that Chinese 

private companies must participate in strengthening the 

Chinese military. In China’s latest five-year plan, which 

was announced last month, Beijing reaffirmed the 

national urgency to consolidate military, political and 

civilian unity in order to make its national and military 

defense more effective. To that end, this plan outlined 

the Chinese government's intention to use technology to 

develop disruptive combat capabilities. Some of these 

technologies include autonomous combat robots and 

quantum radar communication systems. 

 

This US blacklist could imply a legal risk to owning 

Chinese stock ownership for investors: they could be 

sued by the US administration. And with the possible 

extraterritoriality of US law, foreign investors could be 

concerned. 

 

With the denial of his presidential defeat, Donald Trump 

could worsen the situation by adding Chinese companies 

and put Joe Biden in a complicated situation with his 

future political and trade relationship with China. 

 

In early December, Congress passed a law that could 

threaten the listing of some Chinese companies in New 

York. This law calls for more transparency on the 

shareholders and on the accounts. The choice of auditors 

must be validated by the stock exchange authorities. 

 

US indices are starting to remove some Chinese 

companies. MSCI will remove 10 companies, a move that 

follows similar decisions from S&P Dow Jones, FTSE 

Russell. The Robinhood platform has reduced its offer on 

Chinese equities. 

• We overweight Chinese equities: fall in the dollar, 

better management of the pandemic, economic 

growth 

• We favor Chinese stocks listed on the domestic stock 

exchange (A-shares in Shanghai and Shenzhen) 

which are more resistant to the US technological, 

commercial and financial war 
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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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