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Weekly - May 3, 2021 

Sleepy Joe? Actually, a genuine insomniac! 

Biden is firmly convinced that the United States needs an electroshock, a grand 

plan à la Roosevelt. His analysis is clear: despite decent GDP growth in recent 

decades, American society has clearly regressed. Wealth and income 

inequalities have grown. The impoverishment of the poorer social classes and 

low-skilled workers has accelerated. American life expectancy has fallen, in 

stark contrast to other developed countries. As a cunning fox in American 

politics (the antithesis of his predecessor), he is careful not to announce it as 

such, to avoid blockages and outcry. He prefers to act and impose the fait 

accompli. The mid-term elections will take place very soon in 2022 and he is 

not sure to keep his majority. 

 

¨Sleepy Joe¨ does not mince words with Russia, taunts China in areas where its 

susceptibility is high, snubs MBS while resuming dialogue with Iran, reactivates 

the Quad and reinstates most of the multinational organizations deserted by 

Trump. He is increasingly compared to Roosevelt, because of the ambitious 

and gigantic economic stimulus, infrastructure and ¨Green¨ plans. He governs 

by executive order and bypasses Republican gridlock by using the so-called 

¨reconciliation¨ process.  In less than 100 days. All this creates quite a lot of 

media commotion, but above all contributes to restoring the image of a 

dynamic, willing country, in clear regain of credibility. 

 

For a moment, it looked as if, from an economic policy point of view, we were 

embarking on a sort of return to... the center, with just a heavy dose of ¨deficit-

spending¨ at the beginning of the mandate. On closer inspection, the turn 

seems de facto deeper and more radical. To reunite a deeply divided America, 

Biden is embarking on a process of redistributing wealth and closing 

inequalities. The State is making a big and lasting comeback. For the time 

being, the transfers of purchasing power (and other cheks) have been massive, 

at the risk of overdoing and going too far. The increase in the minimum wage, 

too controversial to be adopted quickly, will soon return to the parliament. The 

states are also taking advantage of Washington's largesse, to make public aid 

trickle down. In the background, we can see Biden's inflection towards the 

establishment of a universal income, like what is being done in Europe. 

PERFORMANCES  2021 

 EQUITIES  

 MSCI World +9.2% 

 S&P 500 +11.3% 

 Nasdaq +8.3% 

 Stoxx 600 +9.6% 

 SPI +6.4% 

 Nikkei +5.0% 

 China -1.7% 

 Emerging +4.4% 
 

 

 BONDS  

 CHF Corp -0.2% 

 US Govt -3.5% 

 US Corp -3.6% 

 US HY +1.9% 

 EUR Gvt -3.5% 

 EUR Corp -0.8% 

 EUR HY +2.0% 

  

 CURRENCIES  

 USD index +1.6% 

 EURUSD -1.6% 

 EURCHF +1.6% 

 USDCHF +3.2% 

 USDJPY +6.1% 

 EM FX -2.0% 

  

 COMMODITIES   

 Gold -6.3% 

 Silver -1.3% 

 Brent +27.9% 

 Copper +26.6% 

 CRB index +19.0% 

Swing to port! 
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Source: International Tax Competitiveness Index 

 

Biden is making the most of the special post-pandemic 

conditions. A complacent Fed and ultra-low interest rates 

allow the public debt to increase ad nauseam, without 

creating market indigestion, in the immediate future. But 

in the very next phase, it will have to aim wide to finance 

its mega-projects, targeting above all the wealth centers 

(UHNW income, capital gains on Wealth) and companies 

(including the GAFAs). The risk, in the long run, is a 

change in the taxation of dividends, buy-backs, etc. His 

plan to harmonize corporate tax internationally is 

utopian. However, it will ultimately allow for the marginal 

taxation of US multinationals that benefit from more 

advantageous rates abroad. 

At the end of the day, productivity will suffer, as the State 

is a worse allocator of capital than the private sector 

For the same reasons, inflation will rise (a little) 

Corporate profitability, and therefore profit growth, will be 

impacted (a little) 

• The State is making a comeback in the US  

• The country risks losing (some) of its competitiveness, 

of its relative attractiveness. Does this mean that the 

premium enjoyed by US equities is likely to be 

gradually eroded? 

• The financial markets are clearly not concerned 

about this now. But until when? 

Currencies. The Yellen touch 

The first US new administration FX Report was recently 

published. The differences with the previous administration 

emerged quite clearly. The Treasury calculations found that 

three countries met all criteria to be named a currency 

manipulator: Switzerland, Vietnam, and Taiwan. The first 

two had already been labelled in December 2020, but the 

Treasury removed the label and refrained from labelling 

Taiwan. 

 

First, there was indeed a change in language. The decision 

to drop or not label the manipulators was combined with a 

review of the way manipulators will be qualified. First, the 

Treasury found insufficient evidence to determine that any 

country has manipulated their currencies. It will continue or 

start bilateral talks with the three countries monetary 

authorities. Implications for those countries have not 

materially changed, and they will still need to prove they 

are not manipulating their currencies to gain competitive 

advantage. This may not be particularly problematic for 

Switzerland, which has explicitly used  FX intervention as a 

monetary policy tool. For the 2 export-oriented countries it 

will remain more challenging. 

 

Then, the Treasury signaled a discontinuity from the 

previous administration by switching to a more gradual 

designation approach. From a forward-looking perspective, 

the report signals a transition out of a pure quantitative 

and equal-weighted criteria approach. The Treasury will 

hardly continue to give the same weight to the three 

criteria and will more focus on FX intervention rather than 

the current account and trade data. As an illustration, FX 

intervention was reported in the first column, rather than 

the third one as in previous reports, pointing to the bigger 

weight this is set to have in the future. 

 

Finally, this Report may have conveyed a message that is in 

contrast with the pledge by Secretary Yellen to tackle FX 

mis-practices. Indeed, failing to use the manipulator tag 

may be read by some as a transition to a lighter-touch 

approach by the new administration. This may ultimately 

cause some countries to be more comfortable when 

intervening to curb their domestic currencies’ appreciation 

for trade advantages.  

• Do not misread the Report, the new administration will 

shortly confirm it is determined to fight currency 

manipulation 

• This newly designed approach makes Asian countries 

even more easily attackable 

May 3, 2021 
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Fixed income. The surprise could come from the 

UK 

As the UK economy begins to emerge from the 

pandemic, the Bank of England could be cautiously more 

optimistic at its meeting on May 6th. The BoE outlook 

has already been more optimistic than most forecasters. 

The recent news flow has supported that view. The Q1 

GDP hit from lockdowns and the EU trade deal has been 

much more modest than first thought. More importantly, 

the reopening plan also means a sharper Q2 uplift than 

the Bank had previously expected. 

 

A more upbeat outlook means that  further stimulus 

looks unlikely. The committee could decide to taper the 

pace of its bond purchases. The Bank still has £110bn of 

gilt to purchase this year when wrap in redemptions. And 

at the current £4.4bn weekly pace, the BoE will hit its 

target level of £875bn months before year-end. 

Following what the Bank of Canada has recently done, it 

would not be a surprise to have a BoE tapering. 

 

What mix of interest rate hikes and balance sheet 

reduction? It has become clear under Governor Bailey 

that the latter will be a part of the process. The BoE has 

already said it is reviewing its guidance on the future of 

its balance sheet. The message is to stay tuned. We may 

also have more information about the Bank’s new green 

mandate. As part of its new objective to support the net-

zero transition, the BoE has indicated it will make 

changes to its corporate bond scheme when the next 

round of reinvestments comes due later in the year. The 

most obvious way of greening would be to gradually 

target a greater proportion of reinvestments towards 

high-ESG scoring issuers or Green bonds. 

 

US/UK 10-year yield spread 

Source: Bloomberg 

 

Better economic developments are also visible in the 

recent performance of UK gilts. Their recent tightening 

relative to US Treasuries is a clear sign that the 

government bond market is bracing for lower central 

bank support in the coming months. It is just the 

beginning, and the spread is still far from its pre-Brexit 

levels. In normal times, the spread is close to 0.0% while it 

is still trading at 0.8% (US yields are higher than the UK 

ones). The fact that balance sheet reduction could occur 

earlier in the cycle has kept the curve relatively steep. 

• There is a risk that UK markets jump the gun and price 

in an earlier hiking cycle 

• If the BoE only clarifies its exit strategy, cheapening 

pressure will build up in the belly. Favor US or 

European duration over UK 

 

Equities. Alignment of planets for chemicals 

The chemicals sector is divided into 4 segments: 

commodity chemicals, fertilizers and agriculture, industrial 

gas and chemical specialties. It includes petrochemicals 

(synthetic chemical compounds based on petroleum, 

methane and ethane), phytosanitary chemistry (plant 

health, fertilizers for agriculture), pharmaceutical chemistry, 

manufacture of polymers (plastic), painting and 

oleochemistry (physicochemical transformations applied to 

animal and vegetable oils and fats). 

 

Chemical producers are in a favorable environment, when 

volumes (economic growth) and prices (increase in 

production costs passed onto customers) increase 

together. This seems to be the case today. Demand is 

strong for many products and supply is often in deficit, 

linked to post-Covid demand that is picking up more 

quickly than in a normal cycle, low stocks and disruptions in 

production chains. The prices of raw materials (industrial 

metals, energy, wood, agriculture) and semi-finished 

products (plastics, steel, aluminum) are rising sharply, but in 

the current situation, producers are able to pass the 

increase in production costs onto customers. Inventories of 

polyethylene, the product used to produce plastic, are at 

their lowest for 5 years. 

 

S&P 500 Chemicals operating margin.  

Operating margins should improve 

 

 Source: Bloomberg 

May 3, 2021 
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After 9 difficult years, the fertilizer sector is booming 

thanks to a combination of favorable factors: farmers 

took advantage of low interest rates to increase debt, 

governments are supporting agriculture during the 

pandemic, the weather has been favorable and demand 

is increasing. Akzo Nobel, Europe's largest producer of 

paints, has seen its raw material prices rise and 

production costs rise due to the Texas freeze in February 

and supplier disruptions, but has warned customers that 

its prices were going to increase. Chemicals companies 

reported strong results with very positive outlook for 

2021. Volumes are increasing in all regions, particularly 

China and North America, and across all segments. 

• Overweight the Chemicals sector 

• Our recommendations: Dow $ 75, Dupont de 

Nemours $ 90, Lyondellbasell $ 120, BASF € 90, 

Nutrien $ 65 

 

Equities. Immunization for FAAANs, but the rest 

of the year could be less flamboyant 

The FAAANs published fabulous results for the 1st 

quarter of 2021, well above estimates. Apple announced 

a $ 90 billion share repurchase program, bringing share 

repurchases to $ 422 billion since 2012; Apple's liquidities 

at the end of March 2021 was $ 204 billion. FAAANs 

continue to benefit from the change in behavior of 

individuals and businesses, imposed by the pandemic, 

favoring teleworking, social networks, the acceleration of 

the digitalization of the economy and longer stays at 

home. Despite an acceleration of vaccination in developed 

countries, constraints / confinements persist and the overall 

situation remains alarming. 

 

But the rest of the year should be less impressive. In the 

second quarter of 2021, we will start to have a negative 

comparative base effect, and very negative for the 

following three ones. 
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PRICE

03.05.2021

DE000BASF111 bas gr equity BASF SE Diversified Chemicals 66.5 7.7 76.2 73 543 514 291 14.3 13.7 5.08

US8243481061 shw us equity SHERWIN-WILLIAMS CO/THE Specialty Chemicals 273.9 12.1 296.8 72 835 616 952 29.5 26.7 0.78

JP3371200001 4063 jp equity SHIN-ETSU CHEMICAL CO LTD Specialty Chemicals 18450.0 3.0 21242.5 70 333 289 395 21.7 19.7 1.46

US2605571031 dow us equity DOW INC Commodity Chemicals 62.5 13.9 66.2 46 576 553 625 10.6 12.3 4.48

CH0418792922 sika sw equity SIKA AG-REG Specialty Chemicals 273.4 14.1 305.3 42 475 311 301 40.2 35.1 1.10

US26614N1028 dd us equity DUPONT DE NEMOURS INC Specialty Chemicals 77.1 8.9 84.6 41 217 242 953 22.4 18.9 1.58

US6935061076 ppg us equity PPG INDUSTRIES INC Specialty Chemicals 171.2 19.2 178.5 40 599 493 492 21.7 19.7 1.30

NL0009434992 lyb us equity LYONDELLBASELL INDU-CL A Commodity Chemicals 103.7 14.3 116.8 34 685 880 018 7.7 8.5 4.09

CA67077M1086 ntr us equity NUTRIEN LTD Fertilizers & Agricultural Che 55.2 15.6 63.5 31 469 954 583 19.7 18.5 3.32

NL0000009827 dsm na equity KONINKLIJKE DSM NV Specialty Chemicals 149.6 6.3 152.5 31 503 099 755 30.3 27.2 1.68

NL0013267909 akza na equity AKZO NOBEL N.V. Specialty Chemicals 100.2 15.7 107.4 23 023 773 820 21.1 18.7 2.12

CH0016440353 emsn sw equity EMS-CHEMIE HOLDING AG-REG Specialty Chemicals 848.0 -0.6 845.9 21 733 394 872 38.1 35.1 2.30

US0126531013 alb us equity ALBEMARLE CORP Specialty Chemicals 168.2 14.3 157.6 19 628 479 345 47.3 33.4 0.91

US1508701034 ce us equity CELANESE CORP Specialty Chemicals 156.7 21.7 171.5 17 643 890 524 12.0 12.4 1.89

BE0974320526 umi bb equity UMICORE Specialty Chemicals 50.1 28.7 47.8 14 866 885 652 20.4 21.7 1.73

US8336351056 sqm us equity QUIMICA Y MINERA CHIL-SP ADR Fertilizers & Agricultural Che 52.7 8.2 58.4 14 646 040 901 44.3 31.8 1.55

NO0010208051 yar no equity YARA INTERNATIONAL ASA Fertilizers & Agricultural Che 431.8 21.3 439.3 13 913 464 200 13.0 13.0 5.14

BE0003470755 solb bb equity SOLVAY SA Diversified Chemicals 105.2 10.2 112.4 13 412 924 392 15.6 13.2 3.61

US61945C1036 mos us equity MOSAIC CO/THE Fertilizers & Agricultural Che 35.2 53.1 35.7 13 357 260 570 13.7 14.6 0.63

DE0006062144 1cov gr equity COVESTRO AG Specialty Chemicals 54.8 11.0 67.3 12 746 340 321 9.5 9.9 3.91

JP3684000007 6988 jp equity NITTO DENKO CORP Specialty Chemicals 9060.0 -0.8 9954.5 12 413 644 627 17.7 16.5 2.28

JP3621000003 3402 jp equity TORAY INDUSTRIES INC Commodity Chemicals 679.2 11.9 785.5 10 138 171 719 26.7 15.0 1.33

FR0010313833 ake fp equity ARKEMA Diversified Chemicals 103.2 10.3 108.4 9 536 434 963 16.1 15.0 2.51

GB00BZ4BQC70 jmat ln equity JOHNSON MATTHEY PLC Specialty Chemicals 3250.0 34.0 3156.3 8 698 843 845 18.2 14.3 1.75

CH0012142631 cln sw equity CLARIANT AG-REG Specialty Chemicals 18.8 0.0 19.6 6 845 382 155 25.3 21.6 2.70

DE0005790406 fpe gy equity FUCHS PETROLUB SE Commodity Chemicals 35.8 -5.4 41.0 6 658 495 951 20.8 18.6 2.84

DE0005470405 lxs gr equity LANXESS AG Diversified Chemicals 61.0 -2.8 69.2 6 426 787 537 15.2 12.7 1.77

US1638511089 cc us equity CHEMOURS CO/THE Diversified Chemicals 30.2 23.1 31.9 4 988 880 846 10.6 8.5 3.41

DE000KSAG888 sdf gr equity K+S AG-REG Fertilizers & Agricultural Che 9.3 19.9 9.4 2 152 869 765 109.8 24.0 0.48

Code COMPANIES
DIVIDEND 

YIELD %
PER 21 PER 22ISIN SEGMENTS PERF YTD

BLOOMBERG 

TARGET 

PRICES

MARKET CAP 

USD

Revenue Net profit

Facebook 48% 94%

Alphabet 34% 162%

Amazon 44% 220%

Apple 54% 110%

Netflix 24% 141%

Increase in 1Q21 vs 1Q20
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Quarterly revenue growth 

 

Apple had zero growth in Mac sales before the 

pandemic. They have exploded with telework and 

confinements. It is doubtful whether such a growth rate 

will repeat after the pandemic or when households and 

businesses are well equipped. In our opinion, in the 

second half of 2021, we should see declines in sales (base 

effect). The case of Logitech is even more striking: we go 

from quarterly sales growth of less than 10% before the 

pandemic to 70% -80% in 3Q20, 4Q20 and 1Q21; it 

seems obvious that from 3Q20 sales will decline 

compared to the same period a year earlier. 

 

The negative comparative basis effect was seen in 1Q21 

at Netflix with an increase in the number of subscribers 

of 13.6%, while the pace hovered around 23% in previous 

quarters. But there has not been a significant jump in 

subscriber numbers in 2020 with the pandemic, as 

competition in streaming TV has grown significantly and 

continues; without this new competition, Netflix would 

likely have seen a much higher number of new 

subscribers in 2020. Netflix lost more than 30% market 

share in 2020. 

Despite relatively high price targets, we are neutral on 

FAAANs, as we are uncomfortable due to negative factors 

that we cannot yet quantify: 

1. The tax hike in the US and the US plan to impose a 

global minimum tax rate of 21%. 

2. The impact of new privacy rules that could affect 

advertising revenue for Facebook (almost all 

revenue) and Alphabet (25% of total revenue). 

Apple’s new privacy rules could be damaging to 

Facebook and Alphabet. iPhone users now have the 

choice of accepting or refusing to be tracked for 

each mobile application, which will impact Facebook 

and Google advertising ecosystem by challenging 

targeted advertising and personal data 

monetization. 

3. The commissions charged (30%) by AppStore and 

Google Store on applications are attacked by Epic 

Games. 

4. The will of the Democrats and the American states 

to want to break the monopoly positions of Apple, 

Amazon, Alphabet and Facebook. 

• We are neutral on the FAAANs 

• Price targets: Apple $ 160, Amazon $ 4,400, Netflix $ 

550, Alphabet $ 2,800, Facebook $ 380 

 

 

May 3, 2021 

-10%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 4Q20 1Q21

AMAZON LOGITECH APPLE MAC NETFLIX SUBSCRIBERS

Subscribers (million)

Netflix Netflix 208

Disney+ Walt Disney 100

Amazon Prime Video Amazon 100

HBO Max AT&T 40

Hulu Walt Disney 40

Peacock Comcast NBCUniversal 33

Apple TV Plus Apple 33

Paramount Plus ViacomCBS 30

EPSN+ Walt Disney 12

Discovery Plus Discovery 11

YouTube TV Alphabet 3

Sling TV Dish Network 3

Crunchyroll Sony 3

Twitch Amazon

2020, the rise of the TV streaming



 ♦ 6 

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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