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Weekly - March 29, 2021 

Economic policies are gently but noticeably morphing. Just recently, the very 

first clues have been observed. Of different nature and in different countries. 

 

Main Street’s quest for revenge 

Despite decent GDP growth in the past decades, the US society has clearly 

regressed. Wealth and revenues inequalities have kept growing. The 

impoverishment of the disadvantaged social classes and low-skilled workers 

has accelerated. The life expectancy of Americans decreased, in sharp contrast 

to other developed countries. 

 

Ultimately, the lack of sharing the fruits of growth favored Trump election, the 

rise of QAnon and the dangerous radicalization of a portion of the Republican 

electorate.  

 

But, in the aftermath of Biden election, there are early signs that US economic 

policy is attempting to shift (to the center). Biden’s latest $1,9trn Relief plan 

targets primarily the not-haves. New attempts to adopt a rise in minimum 

wage (to $15 per hour) are planned. The upcoming Infrastructure and Green 

plans will be funded by new taxes on wealthy individuals, on corporate profits, 

if not on FANGS and financial transactions.  

 

The Fed has just removed a technical advantage granted to banks - to smooth 

their capital ratio - because of Covid (called LSR). It is also investigating with 

banks and financial intermediaries on their - too complacent - support for 

SPACs to raise public - say retail investors - capital. A rumor is circulating 

amongst strategists that the next Fed step could be a gradual reduction of its 

purchases of MBS (Mortgage Back Securities).   

PERFORMANCES  2021 

 EQUITIES  

 MSCI World +4.6% 

 S&P 500 +5.8% 

 Nasdaq +1.9% 

 Stoxx 600 +7.2% 

 SPI +5.3% 

 Nikkei +7.1% 

 China -3.2% 

 Emerging +1.3% 
 

 

 BONDS  

 CHF Corp -0.1% 

 US Govt -4.0% 

 US Corp -4.8% 

 US HY +0.6% 

 EUR Gvt -2.0% 

 EUR Corp -0.4% 

 EUR HY +1.3% 

  

 CURRENCIES  

 USD index +3.2% 

 EURUSD -3.6% 

 EURCHF +2.3% 

 USDCHF +6.0% 

 USDJPY +6.1% 

 EM FX -3.4% 

  

 COMMODITIES   

 Gold -9.0% 

 Silver -6.9% 

 Brent +22.8% 

 Copper +15.9% 

 CRB index +11.9% 

Noticeable inflections 

USA: Share of labor in value added  

Source: BLS, McKinsey, Global Institute Analysis 

Life expectancy -  
International comparison 

Source: G. Pison, INED 
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Biden administration is engaging a gradual shift towards a 

more redistributive policy 

In small steps, the Fed stops being ultra-accommodative 

 

¨Spring clean-up¨ by certain central banks 

Mid-March, the Bank of Japan announced a more 

adjustable / flexible approach to its 10-year bond yield 

targeting. The New Zealand central bank announced that 

it will monitor the evolution of property inflation, by 

introducing macro-prudential measures (like credit 

containment). Worried about “Moral Hazard”, the Bank 

of Canada announced its balance sheet reduction. 

Source: Bank of Canada 

 

These three central banks opted for a lightening of their 

Asset Price Inflation policies 

 

A redux of 2013? 

The recent sudden rise in long-term (market) interest 

rates has also probably acted as a wake-up call for 

central banks. In becoming less generous, they are 

reminiscent of the (in)famous 2013 Fed ¨taper tantrum¨, 

which seriously shook markets. Practically, the Fed has 

been asked to position itself regarding this episode. 

Obviously, Powell rejected the comparison.  

 

Beyond the rhetorical interest of this question, one 

should understand whether - or not - we are entering a 

new regime. Practically and globally, we consider that we 

are not on the verge of exiting financial repression. For 

example, China has no need to unwind an extreme 

monetary policy, as it simply did not implement any. In 

Europe, the path to normalization - if any - would take a 

long time, considering the severe delays in the vaccination 

process and the delay for economic recovery. The jury is 

even out in the US, where Powell has already shown, early 

2019, its weak posture on normalization when it was facing 

markets jitters / disapproval... 

Central bankers are cautiously and slowly easing off a bit 

But the pursuit of a regime of negative real yields remains 

their - less painful - first option 

• We are entering a transitory period for economic 

policies 

• The upcoming lower degree of financial repression does 

not spell a regime change 

• Expect further volatility and repricing of risks 

 

Currencies. Decision time looming 

The dominant USD-bearish view that prevailed in early 1Q 

has been sharply challenged by surging yields, along with 

contrasting U.S. and euro-zone vaccine strategies and their 

associated near-term economic implications, which 

have  caused us to abandon our constructive euro-dollar 

view for now. The USD looks set to finish the month at a 

fresh 2021 high and its highest level since early November 

2020. This is likely to garner a lot of attention, as it is just 

breaking above the 200-days moving average. This is an 

important change in term of FX market dynamic. 

  

Dollar trade weighted 

Source: Bloomberg 

 

The consensus is still for a weaker dollar, it failed to extend. 

According to Bloomberg, investors are still expecting a 

EUR/USD at 1.23 for year-end and 1.24 for next year. The 

recent USD rebound has been driven by a renewal of the 

US exceptionalism theme. Following the recent passage of 

the $1.9trn American Rescue Plan, the Fed revised up its 

growth scenario for the next 2 years. It should revise it up 

again in June, once/if the Biden plan for climate change 

and environmental justice is approved. 

 

The recent move back above the 200-day moving-average 

could trigger a new wave of USD short covering. 
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Speculators remain clearly underweight the USD, like 

most institutional  investors. Given the DXY elasticity to 

the positioning, the USD should strengthen. 

 

USD speculative positioning 

Source: Bloomberg 

 

Our medium-term central case for the USD remains for a 

consolidation as two big drivers are moving in opposite 

directions. On one side, the US growth is strengthening 

and outperforming most of its peers. On the other side, 

US federal deficits are deteriorating. We are relatively 

convinced that growth will continue to improve, and 

ultimately broaden out beyond the US. 

 

The next key deadline will be the Treasury FX report 

publication which is due by mid-April. It will likely contain 

more than one hint on the direction for the US trade 

policy under the Biden administration. The Treasury is 

responsible for the US foreign policy when it comes to 

currency practices. Over the past 4 years, it had a strong 

political connotation. Former President Trump used some 

countries’ currency practices as a basis for implementing 

his aggressive trade agenda. While the new 

administration took early steps to distance themselves 

from Trump-era several practices, a continuation of the 

strict stance on foreign currency mis-practices with 

specific focus on China is widely expected. US Treasury 

secretary Yellen made clear in her confirmation speech; 

she intends to hold a tough line on currency 

manipulation. She stands ready to tackle on China’s 

abusive, unfair, and illegal practices. 

 

The EUR/USD pattern around election time 

Source: Bloomberg 

 

In the month to come, debate will center on either the 

sustainability of the growth pulse, or on  the sensitivity of 

financial conditions to rising rates. There is a good chance 

that markets will remain choppy and the policy easy. 

Growth narrative and talks around Biden Green Plan will 

dominate. The USD strength will continue until vaccination 

and fiscal support really materialize in Europe. 

• Back to neutral on the USD 

 

Fixed income. ECB finally did what it said  

Last week, the ECB purchased €21bn via its Pandemic 

Emergency Purchase Program. The ECB is finally matching 

the rhetoric of her President Lagarde. At her latest 

monetary policy meeting statement, she said that the 

buying pace would pick up significantly to counter recent 

yield increases in the euro area. Prior to last week, the 

average buying pace was less than €14bn per week. The 

new pace of buying takes PEPP buying to just under the 

levels seen when it first started almost a year ago. This 

increase in net weekly buying to above €20bn could be 

seen as sizable. It should temporary help European debt 

markets and perhaps even slow the impact of US yields 

rise. 

• ECB purchases match with its rhetoric, but the market 

is not impressed 

• We expect further rise of European core yields and 

peripheral spreads tightening  

 

Currencies. The SNB is lagging all other central 

banks 

As widely expected, the SNB decided not to change its 

monetary policy. As since 2015, it kept its key rate at -

0.75%, the lowest level in the world. It continues to use FX 

intervention as its main monetary policy tool, when 

necessary. The SNB is in a much more comfortable position 

than last year. The better global inflation and growth 

outlook have led the CHF to depreciate since February. 

 

The SNB has revised its inflation forecasts for 2021 and 

2022 due to higher oil prices and the weakening of the 

CHF. However, the revision is extremely small. Inflation 

should only be at 0.2% in 2021 compared to 0% in its 

December estimate. The year 2020 is the fifth since 2000 

with a negative annual inflation figure. The expected rise in 

inflation is still low for the following years. It seems clear 

that we should not expect the SNB to raise its key interest 

rate in the next few years, contrary to what we can expect 
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elsewhere in the world. The unamended SNB policy 

highlights the lack of options it has and its reliance on 

external factors 

• The CHF will remain dependent on risk appetite 

• Stay underweight the CHF 

 

Equities. The Space Race 

Countries are resuming their space journeys to Moon, 

Mars and further afield, space tourism makes 

entrepreneurs and Earthlings (rather very wealthy) 

fantasize and the race for satellites is accelerating. The 

reasons are military, civil and commercial. For smaller 

countries, like the United Arab Emirates (see after), there 

is the notion of pride and dreams for young people, as 

well as the development of advanced technology. From 

the transport sector to the telecommunications sector, 

industry appears to be increasingly dependent on space 

technologies. 

 

In March 2021, China and Russia signed an agreement to 

build a lunar station. There is no question of letting the 

United States go to the moon alone. China and Russia 

are seeking to unite other countries and the space 

powers of emerging countries. The European Space 

Agency could participate. In February 2021, the United 

Arab Emirates placed their Hope spacecraft around Mars 

orbit. India has also launched a lunar and martian 

program. In February 2021, the US Perseverance 

exploration craft landed on Mars. 

 

There are several reasons for this growing interest in 

space. The stakes are different from the 1950s and 1960s 

when the United States and Russia were in an image 

struggle between two powers vying for world 

domination. Today, a country's defense might critically 

depend on space means, and the United States occupies 

a position of near total domination, while China and 

Russia are far behind. American domination is also civil 

(human exploration of the solar system) and commercial 

with new players like SpaceX (Elon Musk) and Blue Origin 

(Jeff Bezos). The United States launched the Artemis 

program with the goal of a man-and-woman manned 

mission to the Moon in 2024 (postponed to 2028) and to 

prepare manned missions to Mars. The United States has 

offered its partner ISS (Europe, Canada, Japan and 

Russia) and India to participate. Meanwhile, the Russians 

have signed a lunar partnership with China. 

NASA has just unveiled the Commercial LEO Destinations 

(CLD) project to invest $ 400 million in private companies 

to replicate the success of its Commercial Cargo and 

Commercial Crew program, to develop private living 

stations and occupy low earth orbit. There are 3 activities in 

low orbit: cargo transport, crew transport and "tourist" 

destinations (in the future). Cargo transport had been 

delegated to SpaceX and Northrop Grumann for ISS 

(International Space Station), and crew transport to SpaceX 

and Boeing. Bringing in private companies keeps costs 

down and constant innovation, and ISS is starting to age. 

 

Under the Trump era, a centralized steering structure for all 

space activities, the National Space Council, was created 

and in 2019 a new branch of the United States Armed 

Forces, the United States Space Force (USSF), was born, 

intended for the conduct of military operations in space. 

Earth's orbit is becoming militarized with anti-satellite 

weapons and missiles launched from very high altitudes. 

 

70% of the 2,800 operational satellites that revolve around 

the Earth (between 500 and 2,000 km altitude) are used for 

telecommunications, terrestrial imagery and meteorological 

systems (private and public). Elon Musk's SpaceX has a 

telecommunication satellite constellation project, Starlink, 

to saturate near space (340-1,200 km) and provide global 

coverage of the planet allowing a latency delay (response 

time) close to those of ground networks. And this will 

accelerate with OneWeb's plans for the Internet, Amazon, 

Facebook, etc. We will soon be talking about tens of 

thousands of satellites. SpaceX had received the green light 

for 12,500 satellites; he reapplied for 45,000 more in the 

next 10 years. OneWeb is a project of a constellation of 600 

satellites for high speed internet access. Everything is 

preparing for 6G, expected around 2030. 

 

There are numerous companies related to the 

management of communications, meteorological and 

imagery satellites, defense, future space travel, the 

manufacture of satellites, the launching of the rockets that 

put the satellites into orbit, the robots who will explore the 

planets and other objects in the solar system, with a 

multitude of subcontractors which have very specific skills. 

 

To name only the most important. Often these small 

emerging companies are integrated into SPACs. 

Management of telecommunications satellites: SES, 

Eutelsat, Sky Perfect, Weathernews, Sirius XM, Garmin, 
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EchoStar, Iridium Communications, Orbcomm, 

Globalstar, Maxar Technologies, Viasat. Space tourism: 

Virgin Galactics, Blue Origin. Defense: Boeing and 

Lockheed Martin. Manufacturers of imagery and weather 

satellites: BlackSky and Spire Global. Launchers and 

rockets: SpaceX, ULA (50/50 Boeing and Lockheed 

Martin), Ariane (European Space Agency), Astra, Rocket 

Lab USA, Rocketdyne. Space logistics: Momentus, which 

will merge with Stable Road. Satellite Internet network: 

New Providence and AST SpaceMobile merger. Airbus 

has a Space division bringing together the manufacture 

of observation, telecommunications and navigation 

satellites, launchers (Ariane), and space exploration, 

which accounts for 5% of the group's revenues. The 

Space division at Boeing and Lockheed Martin is much 

larger than at Airbus, with interaction in defense. 

 

We can invest in the thematic with 2 ETFs, Procure Space 

(UFO) more focused on telecommunications satellites, 

and SPDR S&P Kensho Final Frontiers (ROKT) more 

focused on space exploration and defense. This week, 

Ark Invest (Cathie Wood) is expected to launch a new 

ETF, Ark Space Exploration & Innovation (ARKX), focused 

on space exploration. 

• Space is becoming an interesting theme, especially 

space exploration, deployment of new free flying 

habitats in low Earth orbit and defense 

 

Equities. A new US plan of $3-$4 trillion 

Joe Biden's team is in the process of preparing a $ 3-4 

trillion plan which should be announced this Wednesday. 

 

This plan should be presented in 2 parts: 

1. Traditional infrastructure (roads, bridges, tunnels, 

airports, electricity networks, water networks), 

green infrastructure, 5G, broadband, transport 

systems. Probably over $ 2,000 billion. 

2. Reduction of economic inequality. 

 

Joe Biden wants to improve American industry, especially 

in high technology, as well as the energy efficiency of 

buildings. This plan would be accompanied by a 

financing plan such as raising the corporate tax rate from 

21% to 28%. Transport Minister Pete Buttigieg could 

introduce a mileage tax. 

• Great buying opportunity on the green theme after a 

severe correction over one month. Green values are 

on solid technical support 

• Traditional infrastructure. Materials: Martin Marietta, 

Vulcan, Eagle Materials, Nucor, US Steel. Engineering: 

Jacobs Engineering, Aecom. And Caterpillar 

• Industry: Honeywell (energy-efficiency buildings), Eaton 

(charging stations for electric cars), Emerson Electric, 

Illinois Tool Works, Rockwell Automation 
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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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