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Weekly - May 10, 2021 

A universal minimum income that hides its name? 

The Welfare State is anything but a tradition in the US. Its sudden appearance 

since the arrival of Covid-19 is a societal shock, which disrupts habits and changes 

people's behavior in depth, at least in the short term. For instance, the - regular - 

distribution of checks to US citizens, which is accelerating under Biden, is a kind 

of disincentive for the unemployed to return to work. Is Biden on the verge of 

adopting sort of a universal income, reminiscent of what exists in Europe? Too 

early to tell, but not totally impossible if one considers a) his determination to 

rebalance up - structurally - the labor share of GDP and b) the accelerated 

alienation of low-skilled workers due to the pandemic (social distancing) and 

digitalization. In the same vein, the rise of the minimum hourly wage - 

temporarily postponed - will soon to come back the Congress.   

 

This changing context may well explain the anecdotal, but growing difficulties 

that Restaurants and Fast Foods have to re-hire employees to adapt to 

reopening. Some of them pay candidates for recruiting interviews or advertise for 

much higher wages than competitors, while other grant new staff with a bonus 

when engaged... 

 

The Conference Board Help Wanted OnLine Index measures changes in 

advertised online job vacancies. It is a very reactive / advanced gauge of trends in 

employment market. Its latest reading confirms very favorable employment 

opportunities across the US. It basically demonstrates an unusual delay of the 

workforce response to job offering.  

 

HWOL Index 

PERFORMANCES  2021 

 EQUITIES  

 MSCI World +10.8% 

 S&P 500 +12.7% 

 Nasdaq +6.7% 

 Stoxx 600 +11.5% 

 SPI +7.4% 

 Nikkei +7.6% 

 China -4.2% 

 Emerging +4.4% 
 

 

 BONDS  

 CHF Corp -0.1% 

 US Govt -3.2% 

 US Corp -3.1% 

 US HY +2.2% 

 EUR Gvt -3.4% 

 EUR Corp -0.6% 

 EUR HY +2.0% 

  

 CURRENCIES  

 USD index +0.3% 

 EURUSD -0.5% 

 EURCHF +1.3% 

 USDCHF +1.8% 

 USDJPY +5.2% 

 EM FX -0.1% 

  

 COMMODITIES   

 Gold -3.3% 

 Silver +4.9% 

 Brent +32.3% 

 Copper +38.8% 

 CRB index +23.3% 

The dog that didn’t bark (yet) 
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Companies must raise wages to attract labor, especially in 

lower-skilled jobs 

The median wage for low-skilled occupations rose the 

fastest (from +2,9% in January to +3,5% in April) 

 

Labor unions are dead in the US, right! 

Maybe not... Things are actually changing at the very top 

of the pyramid i.e. the Juggernaut companies. Let us take 

two striking and recent examples.  

 

Last January, Google workers launched a Union with the 

Communications Workers of America. Google workers 

are attempting together to form a global union alliance. 

The newly formed coalition, called Alpha Global, includes 

13 different unions representing workers in 10 countries, 

including the United States, United Kingdom, and 

Switzerland.  

 

Amazon workers have been pursuing a long struggle to 

unionize, going as far as to go on unannounced strike. In 

the latest episode of this confrontation with the Firm, 

workers at the Amazon warehouse in Bessemer, 

Alabama, voted not to join the Retail, Wholesale and 

Department Store Union. But the outcome of the vote is 

still contested... 

 

Public opinion regarding trade unions  

has improved since the GFC 

Source: Gallup 

 

• A gradual shift is developing in the US employment 

market. It will be reinforced by the labor friendly 

policy of the new Administration 

• Despite the current apparent calm of global data, 

some wage pressure is building 

• Rising wages coupled to higher input costs 

(commodities) would definitely force the Fed to 

reconsider the current stance of its monetary policy 

Currencies. Norway leads the pack 

The Norwegian central bank, the Norges Bank, has once 

again cemented itself as the hawkish outlier in the 

developed markets central bank world. Policymakers have 

reiterated their intention to hike rates before year-end. The 

only remaining question is when might this happen, in 

September or in  December? Of course, this mostly 

depends on the main inputs into its mechanical interest 

rate setting. The main factors are oil price and foreign 

market rates. For now, a December move is more likely 

given some slightly cautious comments on inflation and the 

risks surrounding the recovery. There is no market reaction. 

This is not a surprise as economic forecasts and the 

guidance on policy rates remain  the same. Looking ahead, 

we remain upbeat on NOK and expect EUR/NOK to 

persistently settle below the 10 level. The supportive 

environment for commodity prices is also good news for 

the oil-exposed currency. 

Source: Bloomberg 

 

As expected, the Bank of England has upgraded its 

assessment for the coming months. It now expects the 

economy to meet and possibly  exceed its pre-virus level 

later this year. The Bank clearly feels that the extension of 

the furlough scheme until a few months after the formal 

reopening process is expected to have been completed, 

should give firms enough time to get back on their feet 

and bring most employees back to work. 

 

The growing BoE confidence in the recovery has enabled 

the Bank to cut the weekly pace of its asset purchases. This 

was not a huge surprise. The new £3.4bn per week pace 

from 4.4bn, while a little higher than expected, is consistent 

with purchases continuing until later in the year. 

 

The next question is how – and when – the BoE will enter a 

formal tightening cycle. The Bank is offering a vague signal 

that tightening will not come until the recovery has made 
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significant progress. This might initially involve stopping/

reducing reinvestments of proceeds from maturing 

bonds, perhaps by setting an annual ‘unwind’ target. 

That approach could enable the Bank to reduce its 

holdings by say £30-40bn per year. 

 

The Reserve Bank of Australia reiterated a firmly dovish 

tone at its last meeting, while postponing till July its 

decision on whether shifting its yield-curve-control target 

bond from April 2024 to November 2024. With inflation 

having proven to be still rather subdued, surging housing 

prices were considered by some as a potential driver of a 

less dovish tone by the Bank. However, Deputy Governor 

Debelle made clear that the RBA is not concerned about 

this factor now. It is seeing it as a welcomed sign of 

return to normality. All suggest the AUD is set to remain 

the lowest-yielding commodity currency for longer. 

Some focus will likely remain on the Australia-China 

relationships as tensions still fail to abate. 

• While we continue to favor commodity related 

currencies, the AUD will be the big laggard 

 

Currencies. An incoherent strength of the CHF  

We are still finding the EUR/CHF move a bit strange. 

Maybe the EUR/CHF can remain irrational longer. 

Confidence in the global recovery and in a European 

recovery means that there is little need to hold CHF and 

pay 75bps – the most negative rate in the world. We 

wonder whether factors like the Polish CHF mortgage 

issue or even some investment bank deleveraging on the 

back of the Archegos scandal might be playing a role in 

supporting the CHF. In a pro risk environment, the EUR/

CHF should rapidly return to more comfortable levels 

above 1.10. 

• Stay short CHF, it is a too expensive hedge 

 

Equities. Disruptive exit from the pandemic 

We are obviously not out of the pandemic, but the 

acceleration of vaccination gives hope for a global 

economic recovery, already here in developed countries. 

 

The global economy almost stopped in 2020, a 

heterogeneous 2021 recovery and health constraints, 

probably present until the end of 2021 despite the 

vaccination, are causing effects that we had not all 

anticipated due to this unique period in human history, 

making comparisons with other economic cycles difficult.  

The pandemic, with its work/stay-at-home, coincides with 

the ecological transition, the digitalization of the economy 

and the expansion of 5G. The demand for industrial metals 

and semiconductors has therefore increased. Disruptions in 

production chains, logistics and employment are visible. 

The disappointment in US jobs last Friday is certainly not a 

trend, but demonstrates the disruptive situation at all levels 

that we will see this quarter. 

 

As supply fails to meet demand, producer prices are rising. 

All industries are seeing it, but companies are announcing 

that rising operating costs will pass on to customers. 

Inflation will surge, without any doubt. But will it be 

temporary, post-Covid or more sustainable? In the 2nd 

quarter, reading the economic data will be more 

complicated with the base effect compared to the 2nd 

quarter of 2020 when the world economy was at a 

standstill. All eyes are on US inflation this week, which will 

be released on Wednesday. 

 

Is the rise in industrial metal prices due to a restocking 

effect in China? In the short term certainly, but probably 

not in the medium to long term, the demand for new 

energies will explode. The price of copper has risen by 

125% in one year, but Glencore estimates that copper must 

still rise by 50% to encourage new production capacity to 

meet new green demand, as new production will be riskier, 

financially, (geo) politically and socially. 

 

Investors are heavily positioned in equities, but there are 

few factors to change their positioning. With US 

employment figures last Friday, cyclicals fell and then 

recovered. Investors keep the reflationary bias.  

 

The results for 1Q21 are impressive, and they will be even 

more so in 2Q21. According to Factset, the excess US profit 

over what was estimated in March is $71.5 billion. In 1Q21, 

the profits of the S&P 500 will increase by 49.4% compared 

to the 24% estimated at the end of March; In 2Q21, Factset 

expects a 60% rise in S&P 500 profits. Then Joe Biden 

would be ready to revise his corporate tax rate hike to 25% 

instead of 28% as announced. We are starting to see 

upward adjustments for the S&P 500 targets for the end of 

the year; the average for US brokers is 4,200. We raised our 

target to 4,800 a month ago. 
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Positioning of investors (hedge funds, institutional  

and individual) at the highest level 

Source: Deutsche Bank 

  

• Inflation and the Fed are stressing the stock markets, 

but let's not forget the 2 mega-boosters that are the 

US and European fiscal plans, as well as the huge 

excess savings created over the past year 

• We overweight the cyclical segment and stocks that 

benefit from higher volumes and prices, passed on to 

customers 

• The rise in indices is synchronized and there is no 

stress if we refer to certain indicators such as the VIX 

• During the last 10 years, seasonality was less 

favorable in August and September 

 

Equities. Covid vaccines, temporary lifting of 

patents? A false good idea 

Pharma / biotech stock prices have fallen with the idea of 

a temporary lifting of patents on Covid vaccines to 

provide rapid access to vaccination worldwide, especially 

in developing countries. The United States and France 

have validated this idea. After saying yes, Germany 

changed its mind and dismissed this proposal; BioNTech 

and CureVac are German biotechs. 

 

The idea might make sense if the vaccines, used in 

developed countries, had been found by big 

pharmaceutical companies. This is not the case. Vaccines 

were found by small biotechs or startups: Moderna, 

BioNTech, University of Oxford, Janssen, CureVac, 

Novavax, etc. The patents on these vaccines are their 

main asset. These structures, small and nimble, make it 

possible to find drugs/vaccines derived from 

biotechnology that require a lot of funding at the start, 

with a significant risk of failure, which is remunerated at 

the end. If patent retention is no longer guaranteed, the 

risk increases, and could even deter biotechs from finding 

innovative products. WHO and countries could also reason 

in the same way with vaccines against cancer and AIDS 

derived from messenger RNA technology. We risk breaking 

innovation and entrepreneurship. Even with a temporary 

lifting. Large pharmaceutical companies have gradually 

delegated innovation to smaller companies, a deliberate 

strategy. Venture capital funds that invest early in projects 

may ask a higher risk premium if uncertainty increases. 

 

Then, setting up vaccine production lines around the world 

requires time with a high level of technical expertise. It 

takes several months for Sanofi, which will produce the 

vaccines for Moderna and BioNTech, and Novartis 

(BioNTech) to set up production lines, while these two 

groups have widely recognized skills. Lifting patents will not 

speed up vaccination. 

 

Moderna has developed boosters, vaccines administered 

after the first 2 doses to increase immunity to coronavirus 

mutations (Brazilian, South African and Indian variants). 

Boosters are part of a recall strategy to protect against new 

variants. 

 

The vaccination rates (with at least one dose administered) 

are: Israel 62%, UK 51%, US 45%, Hungary 42%, Chile 42% 

(with the less effective Chinese vaccine), Canada 34%, 

Uruguay 34%, Finland 31%, European Union average 26% 

Source: John Hopkins University, OMS 

 

• Even temporary lifting of patents on Covid vaccines is 

risky 

• Developers of vaccines in developed countries are 

Moderna, BioNTech, Janssen (unlisted and a subsidiary 

of J&J), University of Oxford (unlisted). 

• The next ones will be Novavax and CureVac 
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The biggest epidemics in 20th and 19th centuries

Years Virus Number of cases Number of death

2019-2021 SARS-CoV-2 155 million
3,235,000

0,42% of the global population

2013-2016 Ebola 28,600 11,300

2012-2015 MERS-CoV 1,500 500

2009-2010 Flu A (H1N1 / swine flu) 700 million - 1.9 billion 151,700-575,400

2002-2004 SARS-CoV 8,098 774

1981-2020 AIDS 74.9 million 32 million

1968-1970 Flu A (H3N2 / Hong Kong flu) 200 million 1 million

1956-1958 Flu A (H2N2 / Asian flu) No reliable estimates 2 million

1918-1919 Flu A (H1N1 / Spanish flu) No reliable estimates
50-100 million

3%-6% of the global population
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• If we have to choose one, we would buy Novavax 

which is part of the COVAX program led by 3 

partners including the WHO, whose objective is to 

accelerate the development and manufacture of 

vaccines against COVID-19 and ensure fair and 

equitable access to it, globally 

• The small French company, Valneva (listed in Paris), 

is interesting with its phase 3 vaccine, but which 

should initially be reserved for the UK which has 

financed its research and development 

 

Equities. The green theme, an exaggerated 

correction 

After an increase of nearly 500% between March 2020 

and January 2021, the green theme fell by 40%. All 

segments suffered, solar, wind, technology, and in 

particular hydrogen with drops of over 60% for Plug 

Power and Ballard Power. This correction should not 

mask the ecological transition that is underway. The US 

government will raise $ 650 billion for green and 40% of 

the € 750 billion of the European recovery plan must 

concern the ecological transition. All signs of green 

energy growth are green. 

 

In the short term, profit taking alone does not explain the 

fall of the green theme: 

1. Questioning of the net metering mechanism, 

which consists of paying households using solar 

panels who reinject their electricity surplus into the 

network, by the 3 large Californian electricity 

producers, 

2. Joe Biden’s $ 650 billion Green Transition Plan, 

integrated into the $ 2,000 billion big 

infrastructure plan, instead of the Green New 

Deal’s $ 2,000 bn. 

3. Shortage in semiconductors, rising transport costs 

and higher prices for industrial metals, a 

problematic situation for all industrial sectors. 

4. The International Energy Agency has warned that 

rising prices for industrial metals could delay the 

energy transition. 

5. A climate summit at the end of April with 

intentions, but no concrete plans. This summit was 

mainly used to prepare the COP26 in Glasgow in 

November 2021 and to mark the return of the 

United States in the process of the ecological 

transition. 

6. The rise in the US 10-year between January and 

March penalized green stocks with high PERs. 

 

Some results, like those from Vestas and Sunrun, signaled 

problems with rising commodity prices, shortage in 

semiconductors and tensions in logistics. First Solar and 

SolarEdge said higher transportation costs could negatively 

impact their margins. But these problems are valid for all 

industrial sectors. 

 

However, the results were excellent, beating estimates, with 

positive outlook. All the companies announced that the 

increase in costs (industrial metals, semiconductors, 

logistics) would be passed on to customers. Sunrun has 

revised revenue growth for 2021 upwards to 25-30%. 

Vestas maintains its operating margin forecast between 6% 

-8%; the outlook for offshore wind is bright with a more 

than 15% growth over the next 10 years, according to 

Vestas. 

• The increase in operating costs affects all industrial 

sectors 

• We recommend buying the green theme and 

averaging down for those who bought the theme 

between February and March 
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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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