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Weekly - February 8, 2021 

For long, the Middle East has been characterized by political instability, recurrent 

armed conflicts and spectacular reversals of alliances. The recent change of 

administration in the United States may well add to the regional uncertainty... 

 

Biden takes a clear bend 

In his first foreign policy speech, Biden announced a "suspension" of certain arms 

deliveries to Riyadh and his desire to end the war in Yemen. Avril Haynes, 

Director of Intelligence of the Biden Administration, also promised the 

forthcoming de-classification of a secret CIA memo on the 2018 assassination of 

journalist Khashoggi. Its content seems explosive: it may directly incriminate 

Mohamed Ben Salman as the instigator of the assassination. 

 

More, Joe Biden clearly wants to resume dialogue with Iran. Indeed, the new U.S. 

Secretary of State, Antony Blinken, has just affirmed that "if Iran returns to the 

nails" of its nuclear commitments, the US could contemplate a return in the 2015 

pact "as a starting point for talks¨. 

 

Among his first emblematic decisions, Biden reintegrated the Paris climate 

agreements. The United States will actively engage in the energy transition, to 

the detriment of fossil fuels, namely oil.  

The pressure on the Sunni powers is increasing 

 

Towards the end of the Middle-East oil rent 

Black gold is a geological godsend for the region, but also an economic and 

political scourge. It waters down corruption, delays the diversification/evolution 

of the economic model, postpones reforms, etc. Despite the Saudi kingdom's 

futuristic visions, i.e. the plan for 2030, concrete investment projects in ¨post-oil 

era¨ have been sorely lacking for decades. 

 

The impromptu arrival of American shale oil has increased the pressure on M-E 

producers, who first orchestrated an oil price war to destroy newcomers. Then, 

the coordinated maintenance of prices with... Russia, a direct competitor, 

confirmed the defensive tactic of the Kingdom and its  disarray.   

 

The Chinese have been trying for years to secure their long-term supply. Namely, 

they concluded ¨the agreement of the century in 2014 between Gazprom and 

CNPC, upon which the Russian company provides with the transport of 38 billion 

cubic meters of Russian gas per year to China over a period of thirty years. 

Oil monarchies face a delicate redistribution of the cards 

 

PERFORMANCES  2021 

 EQUITIES  

 MSCI World -1.1% 

 S&P 500 -1.1% 

 Nasdaq +1.4% 

 Stoxx 600 +0.2% 

 SPI -0.3% 

 Nikkei +2.4% 

 China +4.0% 

 Emerging +3.0% 
 

 

 BONDS  

 CHF Corp +0.1% 

 US Govt -1.0% 

 US Corp -1.3% 

 US HY +0.3% 

 EUR Gvt -0.6% 

 EUR Corp -0.1% 

 EUR HY +0.4% 

  

 CURRENCIES  

 USD index +0.7% 

 EURUSD -0.9% 

 EURCHF +0.1% 

 USDCHF +0.9% 

 USDJPY +1.4% 

 EM FX -1.2% 

  

 COMMODITIES   

 Gold -2.0% 

 Silver +11.3% 

 Brent +7.5% 

 Copper +1.5% 

 CRB index +3.8% 

Middle-East effervescence 
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Towards a complex triangulation? 

For now, Saudi and China have essentially entertained 

functional, but not strategic relations. Still, in 1986, Saudi 

secretly purchased 50 Chinese CSS-2 missiles, code-

named East Wind, installed in hidden ground 

installations. This actually triggered a diplomatic crisis  

with Washington, because of Israel security. The Saudi 

actually refused to dismantle it. They also purchased 

drones from China, which they use in Yemen.  But in 

short, even if it wished, Beijing could not take on the role 

of Washington's mentor to Ryad, for obvious defense 

and security reasons. 

 

China is Saudi Arabia’s top economic trading partner 

because it is the biggest importer of Saudi oil. In the heat 

of the Khashoggi crisis, China enthusiastically embraced 

MbS, the controversial crown prince, suggesting that 

their relationship will not be endangered. In 2017, China 

offered to buy directly 5% of Aramco. In 2019, during its 

IPO, China’s state-owned entities was in talks about 

investing $5 to $10 billion in Saudi oil giant. Last year, 

Aramco confirmed being looking at joint options with 

China to develop and supply other energy sources, as 

natural gas and hydrogen. Last November Aramco raised 

the possibility of floating yuan-denominated bonds. Such 

a move would mark a significant departure in a 

traditionally dollar-dominated industry. It would no 

doubt give the Yuan’s stature a substantial boost, as well 

as diversify funding sources for both Aramco and the 

Saudi government... A "petroyuan" is a central part of 

China currency strategy, who already established a 

market for yuan-denominated crude oil futures in 

Shanghai. 

China is ambushed to benefit from M-E destabilization 

 

US probably can’t afford a rupture 

The recycling of petrodollars provides a virtuous long-

term funding for the US Administration. Saudi Arabia, for 

instance, belongs to the top 10 league of holders of US 

Treasuries for decades.  

 

Just like in the early 80’s and 2’000s, the US has been 

recently experiencing some - relative - disaffection for its 

sovereign bonds (see graph). This is partly due to politics, 

as Russia and China have namely significantly diminished 

their purchases. But other Western investors too, like 

Japan for instance.   

Source: Board of Governors, Treasury 

 

A serious break with the Sunni countries of the Middle East 

would undoubtedly lead to a marked weakening of the 

USD, as was historically the case when investors left the US 

sovereign bond market. A sharp rise in inflation and 

interest rates would follow, particularly toxic at a time when 

Biden wants to multiply major works and stimulus plans. 

US could barely afford the dismantling of the petro-dollar 

system, in force since the early 1970’s 

• Oil crisis impacted severely economic growth last 

century 

• But oil is less of an issue now, because of lower 

dependency of developed economies on fossil energy 

• Still, a US crisis with the ME may seriously impact on 

the USD and on ¨petrodollars¨ capital flows 

• US foreign policy towards the ME deserves careful 

attention  

 

Currencies. Towards an USD pause or more 

strengthening to come 

The USD has been firmer at the start of 2021. This poses 

the question of whether the big 2020 sell-off has ended. 

The EUR/USD is on its 100-day moving average support, 

the USD/JPY is testing the 200-days moving average 

resistance and the Dollar index (DXY) is very close to its 

upper resistance at 92.  

 

Dollar trade weighted index 

Source: Bloomberg 
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The USD could at least be more stable for a while, but 

periods of stability also occurred last year and did not 

prevent a significant weakening. So, beyond any near-

term stability, the USD may find itself being pulled 

between a global economic recovery in 2021, which 

should keep risk assets demanded and the USD under 

pressure, and a robust US recovery which may allow 

investors to view positive US factors as more specifically 

USD-positive. The FX market still looks like one big risk 

trade is played, i.e. a weaker USD. Speculators remain 

positioned for a weaker USD even if it has recently 

rebounded. 

 

Dollar index and speculative positioning 

Source: Bloomberg 

 

However, a lot of the good news in the form of vaccine 

roll-out, stimulus and recovery, are already priced in: 

1. The vaccines support risk appetite by highlighting 

that many economies could be able to open more 

fully in H2 2021, which will shore up sentiment and 

activity. 

2. The Biden administration pushes ahead with 

additional stimulus that should also boost 

economic sentiment. The question is whether 

economic recovery will be viewed solely as 

globally risk-positive and USD-negative or US 

positive. 

3. The IMF revised up its US growth to 5.1% for 2021 

from 3.1%. At the same time, it downgraded the 

Eurozone and UK growth. Admittedly, the US 

economy was  also expected to outperform  most 

of its peers in 2020, and this did not prevent USD 

to sell-off. 

 

The market may require more good news to decide in 

which direction to pull the currency. 

 

The Fed is not expected to pull back on its monetary 

stimulus in 2021, which should keep a cap on US long-end 

yields. However, if growth and inflationary pressures 

mount, the market may still push yields higher. Any small 

market move would not be enough to fuel a USD rally, but 

might at least prevent 2020 weakness from continuing 

apace through 2021.  

 

The US 10-year yields have been rising since July 2020, 

without providing much support for the USD. Firstly, this 

may be due to the yields remaining at historically low 

levels. The spread between the US and its peers tends to 

be more USD supportive than in 2020. Focusing on the 

EUR/USD, the EU/US yields spread has tended to move in 

the USD favor for several months without derailing the USD 

weakness until recently. 

 

EUR/USD and nominal yields spread 

Source: Bloomberg 

 

Secondly, the US 10-year real yields have provided a reason 

to remain USD negative, as they have reached their lowest 

level for decades. But more importantly, the gap with the 

Euro has strongly tightened. This will remain valid. 

Furthermore, on the European side, the Draghi arrival as 

Italian PM would support the EUR. 

 

Euro and US real yields 

Source: Bloomberg 
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• Too early to conclude on a trend change for the USD  

• While positioning still looks stretched, most of the 

good news for the USD are already priced in 

 

Currencies. More than limited BoE enthusiasm 

for negative rates 

The standout message from the Bank of England is that it 

has still limited enthusiasm for negative rates.  According 

to recent Bank analysis, it takes at least 6 months for the 

industry to reorganize systems and processes in a 

negative policy rate environment. The meeting minutes 

contain no less than 7 references to the fact that the 

committee does not want investors to interpret the 

negative rate study as a signal that they might be on 

their way.  

 

This makes it abundantly clear that - as things stand - 

negative rates are unlikely to be used in this cycle. 

Several committee members have previously appeared 

skeptical of the benefits, and we agree that a further rate 

cut is unlikely to make a huge economic difference. Rate 

cuts act with quite a lag. The cost of borrowing is not the 

central issue given the wider upheaval caused by Covid. 

  

Furthermore, the Bank latest forecasts make it clear, 

policymakers do not see the need for further stimulus. Its 

projections assume the economy will regain all lost 

ground by Q4 2021 and inflation will slightly outpace 

target for the next 2 years. This could be a little 

optimistic. However, it implies that neither a rate cut nor 

QE expansion are likely, this year if the Covid-19 story 

goes as hoped. 

 

Importantly, talk of tightening is clearly some way off - 

probably a 2023 story at the earliest. Governor Bailey 

reiterated that the BoE is more prepared to begin 

shrinking its government bond holdings before making 

significant progress on rate hikes. The BoE perceives QE 

as a much more useful way of adding or removing 

support than the policy rate. This is positive for GBP as 

the market will price out the odds of negative rates. 

 

Furthermore, the GBP is still trading 5% below its 

medium-term fair value. With the risk of no deal out of 

the way and the UK set to benefit from a faster 

vaccination than the eurozone, the GBP will gradually 

continue converging towards its medium-term fair value. 

However, the possible negative headline news around the 

Scottish independence referendum – even if a second 

referendum is not imminent - and the ongoing risk of 

tariffs could negatively impact the GBP. 

 

GBP relative valuation to fair value  

according to different methodologies 

Source: Bloomberg 

 

• The persistent GBP undervaluation of recent years 

should begin to dissipate 

• The faster pace of UK vaccination and the scope for a 

stronger Q2 2021 recovery should drive GBP higher 

 

Equities. 2020, the take-off of EV cars 

The EV (electric vehicle) passenger car segment is 

composed of pure electric BEV (battery electric vehicles), 

HEV hybrids (hybrid electric vehicles) and plug-in hybrid 

PHEV (plug-in hybrid electric vehicles). We sometimes add 

FCEV (fuel cells electric vehicles/hydrogen), but this sub-

segment is confidential and will remain so for a few years; 

fuel cells work best for large vehicles like trucks, buses, and 

boats. As a reminder, China accounts for 30% of world 

passenger car sales, the US 20%, Europe 20%, Japan 13%, 

India 4%, Brazil 3% and the rest 10%. 

 

Global EV sales grew 43% in 2020 to 3.24 million units 

according to EV Volumes. The share of total passenger car 

sales increased from 2.7% to 4.5% (3.1% PHEV / HEV, 1.2% 

BEV). In December 2020, EV car sales jumped 105% 

compared to December 2019, resulting in a market share of 

6.9%. Sales are expected to increase by 60% in 2021. 
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Global sales of EV cars by manufacturers  

in December 2020 and the year 2020 

 

Source: EV Sales Blogspot 

 

Europe established a worldwide record with the highest 

growth rates in EV. In 2020, global car sales fell 23% to 

11.56 million units, while in the EV segment, sales jumped 

264% in December 2020 and 137% in 2020. In December, 

70% of sales were BEVs. In 2020, BEVs, HEVs and PHEVs 

accounted for 22.4% of sales, but green cars have 

benefited from the drop in sales of thermal cars due to 

the crisis; in 2021, this percentage is expected to decline 

due to the recovery in sales of combustion vehicles. 

 

Europe. Breakdown of new registrations by type of fuel 

Source: ACEA 

The US saw a drop in global sales of 15% to 14.5 million 

units. EV sales amounted to 1.4 million. Despite state tax 

incentives, the US was lagging behind Europe due to a 

narrower choice and Donald Trump's eco-skeptic policies. 

However, the US is expected to catch up quickly with large 

investments from GM, which is betting on all-electric, and 

Ford, as well as new federal incentives with the new US 

administration and its massive Green New Deal plan. Joe 

Biden's green program will accelerate EV sales in the US 

thanks to federal subsidies for the purchase of EVs, Cash 

for Clunkers, expansion of charging stations to 500,000 

from 30,000 today, facilitation of production of EV in the 

United States with the entire supply chain; and help start 

up new manufacturers like Lucid, Rivian and Lordstown. 

 

In China, overall sales fell 6.8% to 19.3 million units. EV sales 

rose 10% to 1.3 million units and are expected to increase 

40% to 1.8 million units in 2021. China has many electric 

brands like BYD (Warren Buffet owns 25% of the capital) 

and emerging brands like Nio and Xpeng and start-ups like 

Faraday Future. China is also a major producer of batteries. 

 

By 2025-2030, estimates diverge due to the emergence of 

new technology that incorporates Wright’s Law. Wright's 

Law is the empirical learning curve that demonstrates that 

each time production doubles, production costs decrease 

by a constant factor through experience, automation, 

better operation of machines and improved procedures / 

standards. The more innovative and emerging the product, 

the steeper the learning curve. In the production of electric 

cars, a doubling of production is considered to reduce 

costs by 15% if we refer to the example of Ford in the early 

1900s. According to analysts at ARK Investment, the cost of 

a Tesla car was over $ 100,000 at the end of 2017 and will 

decline to $ 30,000 by the end of 2025. If costs fall, the 

company's gross margin increases and the selling price to 

consumers falls. Wright's Law or the learning curve fade 

over time due to the maturity of the product. 

 

Our baseline scenario is an overall market share of electric 

cars of 30% in 2025 and 55% in 2030. We have revised 

upwards the weight of electric cars following the revisions 

of targets by automobile manufacturers, from 20% to 30% 

for 2025 and from 40% to 55% for 2030. In 2025, Norway 

will ban the commercialization of cars with combustion 

engines, then in 2030 in Denmark, Sweden, the 

Netherlands, Great Britain, Ireland, Quebec and in 2035 in 

California. From 2022, Norway will ban the acquisition of 
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cars and thermal vans in public spending, then in 2023 

for ferry connections. In 2020, the BEV market share in 

Norway was 54% and 46% for combustion engines; as in 

the rest of Europe, BEV sales accelerated in December to 

represent 66.7% of all cars sold! 
 

Source: Bloomberg 

 

EV market share until 2040 by country 

Source: BNEF 

 

Tesla. Target price $ 1'100. Undisputed world #1 in BEV. In 

2020, Tesla sold 500,000 cars. Elon Musk’s target is 4 

million cars sold in 2025 and 20 million in 2030, numbers 

that we consider impossible to achieve; we are projecting 

3.5 million in 2025 and 12 million in 2030 for Tesla. In 

2030, EV global estimates are around 56 million cars 

sold, including 33 million for BEVs and 23 million for 

PHEV/HEVs. The competition will accelerate. Tesla's sales 

are expected to accelerate over the next 2 years with 

factories in Berlin and Shanghai. In 2020, Tesla recorded 

a (non-GAAP) profit of $ 2.45 billion, including $ 1.6 

billion in carbon credits. Until 2025, we estimate an 

annual increase in profits of 50% to $ 18 billion. Tesla has 

2 advantages: it is a major global player in the 
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production of batteries and it controls its distribution 

network. 

 

Nio. Target price $ 80. In January 2021, Nio delivered 7,225 

BEV (premium market) cars, 4x more than in January 2020. 

By the end of January 2021, Nio had sold 82,866 cars since 

the start of its activity. Profits are expected in 2023. 

 

GM. Target price $ 80. GM is going all-electric for 2035. No 

transition with hybrid. By 2025, GM is expected to offer 30 

BEV models and 40% of its sales in the US will be BEVs. GM 

will invest $27 billion over the next 5 years in electrification, 

autonomous driving and battery technology. At 9x 2021 

profits, GM stock is attractive. Investors might see it as a 

next-generation company that generates value with 

electrification and self-driving cars. Microsoft has just 

invested $ 2 billion in GM’s Cruise subsidiary dedicated to 

autonomous cars. Honda and Softbank are also 

shareholders of Cruise which is valued at $30 billion and 

GM would own 70% of Cruise. GM's market capitalization is 

$78 billion. The traditional automotive division would 

therefore trade at 6x 2021 profits, which seems very low to 

us if GM is successful in its technological transition. This is 

good news for Alphabet which owns Waymo, which is 

active in the development of self-driving cars; Waymo is 

expected to go public in 2021. 

 

Ford. Target price $ 16. Ford will invest $ 15 billion until 

2025 in EV and $ 5 billion in autonomous cars. 

 

Volkswagen. Target price € 230. In 2020, VW sold 134,000 

BEV and 212,000 HEV/PHEV, representing respectively 

increases of 197% and 158%. VW delivered nearly 11 million 

vehicles in 2019 and accounts for 13% of the global market. 

VW wants to launch more than 30 BEV models in 2025. 

Investments in electrification, connectivity, autonomy and 

digital will amount to € 73 billion over the next 5 years. In 

2030, BEV and hybrid sales will account for 60% of total 

sales. 

 

Stellantis. Target price € 18. Significant potential for 

synergies from the Peugeot and FCA merger. Stellantis 

expects 35% of BEV cars by 2035 and will strengthen its 

partnership with Waymo, Alphabet’s subsidiary specializing 

in autonomous vehicles. 

 

With the development of EV vehicles, there are issues to be 

managed: 
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1. Semiconductors. In competition with 5G and IoT, 

the automobile faces a shortage of 

semiconductors. Several manufacturers had to 

slow down their production. This supply deficit is 

expected to continue in 2021. Strong demand is 

therefore favorable to semiconductor 

manufacturers. The 5 largest semiconductor 

producers for automotive which represent 50% of 

the market are STMicroelectronics, Infineon 

Technologies, NXP Semiconductors, Renesas 

Electronics and Texas Instruments. 

2. Fast charging stations. It’s a fragmented market, 

bringing together many small private companies, 

like EVgo which is owned by a private group LS 

Power Development LLC, where there will be 

public-private partnerships. The big oil companies 

could benefit from their large networks of petrol 

stations which will gradually transform into electric 

charging stations and later into hydrogen 

charging. 

 

 Source: Bloomberg 

 

• The automobile is entering into its greatest 

technological transformation 

• In the short term, pure BEV manufacturers, such as 

Tesla, Nio, Xpeng, should still benefit from their 

unique positioning 

• In the medium to long term, traditional 

manufacturers offer buying opportunities, because 

technological transformation will merit higher 

valuations 

• Favor traditional manufacturers, because their low 

valuations and their Value/cyclical characteristic 

protect them, in any case in relative terms, from a 

rise in interest rates which historically penalizes 

growth stocks that Tesla and Nio are 

• We buy GM, Volkswagen and Stellantis 

• To play the whole EV and autonomous car theme 

(manufacturers, suppliers, technology, semiconductors, 

batteries, infrastructure), there is the Global X 

Autonomous & Electric Vehicles ETF (DRIV US / 

US37954Y6243) 

 

 

TESLA 41.3% VOLKSWAGEN 14.2% DONGFENG 4.8

TOYOTA 12.7% TOYOTA 11.6% STELLANTIS 4.9

VOLKSWAGEN 5.4% STELLANTIS 11.6% RENAULT 5.4

BYD 5.3% GENERAL MOTORS 10.0% VOLKSWAGEN 6.3

NIO 4.6% FORD 5.4% HONDA 6.4

DAIMLER 4.4% RENAULT 4.8% BMW 7.1

GENERAL MOTORS 4.0% HYUNDAI 4.8% GUANGZHOU AUTOMOBILE 7.3

BMW 2.8% DAIMLER 4.3% FORD 7.3

HONDA 2.6% NISSAN 4.3% MAZDA 7.5

STELLANTIS 2.6% HONDA 4.3% GENERAL MOTORS CO 8.3

GREAT WALL MOTOR 2.5% SUZUKI 3.8% DAIMLER 8.3

FORD 2.3% DONGFENG 3.8% KIA 8.4

HYUNDAI 2.3% KIA 3.5% NISSAN 8.5

KIA MOTORS CORP 1.6% BMW 3.3% TOYOTA 9.0

NISSAN 1.3% GUANGZHOU AUTOMOBILE 2.7% HYUNDAI 9.2

SUZUKI 1.2% MAZDA 1.8% SUBARU 10.0

SUBARU 0.8% MITSUBISHI 1.7% SUZUKI 11.2

GUANGZHOU AUTOMOBILE 0.8% GREAT WALL MOTOR 1.4% MITSUBISHI 16.2

RENAULT 0.7% SUBARU 1.3% GREAT WALL MOTOR 23.2

DONGFENG 0.5% TESLA 0.6% BYD 82.0

MAZDA 0.3% BYD 0.6% TESLA 142.6

MITSUBISHI 0.2% NIO 0.1% NIO losses

*ranking for the fisrt 22 manufacturers / Total market cap = $2'000 bn

Weights in terms of market caps
Market shares in terms of

cars sold
PER 2022e
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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 
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