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Weekly - September 13, 2021 

¨There are decades where nothing happens; and there are weeks where decades 

happen" 

Vladimir Ilyich Lenin 

 

Private cryptocurrencies, a long-term ¨threat¨ 

Central Banks Digital Currencies (CBDC) are gaining prominence and entering 

development stage throughout the world. Almost every world central bank has 

begun, at least, preliminary research for developing a form of their own 

government digital currency. Most often, these initiatives / projects are interpret-

ed as a reaction to the threat posed by cryptocurrencies, Bitcoin, and its acolytes. 

Does not a form of digital hurricane threaten the sovereign right to mint money, 

and thus jeopardize the sovereignty of states? 

 

This is indeed one of the motivations of our great decisionmakers. To under-

stand, master, and even try to control what is closely or remotely related to 

Blockchain and the decentralization / disintermediation of financial exchanges in 

general. Some countries feel more threatened than others by this challenge, 

which could ultimately call into question the world monetary order, and even the 

status of reserve currencies. Of course, this - theoretical - risk exists. But if it does 

materialize, it will be in the long term, one or two decades. In the meantime, 

regulatory obstacles will be put in place by the authorities, and competition 

between the various contenders/technologies will intensify before a winner 

emerges. Not to mention the strong interest of Silicon Valley (cf. Libra/Diem) for 

the project. Despite Facebook' setbacks, the technology giants are not lacking in 

means and resources for innovation and will. 

Competition is not the only central banks’ motivation 

CBDC would be centralized, hence totally different from private tokens 

 

Traceability of transactions and public power 

Even though the banking sector has a lot to lose, there are many good practical 

reasons for wanting to digitalize currencies. Simplicity, efficiency, transparency, 

costs, fight against dirty money, fraud, etc. 

 

Others are less obvious. Transactional data management will be a gold mine for 

snooping governments. The anonymity of payment transactions could, in the 

end, disappear. It's easy to see why China is a pioneer in this field! 

 

PERFORMANCES  2021 

 EQUITIES  

 MSCI World +16.1% 

 S&P 500 +18.7% 

 Nasdaq +17.3% 

 Stoxx 600 +17.3% 

 SPI +17.4% 

 Nikkei +10.9% 

 China -4.2% 

 Emerging +1.4% 

  

 BONDS  

 CHF Corp  +0.3% 

 US Govt -1.6% 

 US Corp -0.2% 

 US HY +4.9% 

 EUR Gvt -1.4% 

 EUR Corp +0.7% 

 EUR HY +3.6% 

   

 CURRENCIES  

 USD index +3.2% 

 EURUSD -3.5% 

 EURCHF +0.5% 

 USDCHF +4.1% 

 USDJPY +6.6% 

 EM FX -2.0% 

  

 COMMODITIES   

 Gold -5.6% 

 Silver -10.2% 

 Brent +41.9% 

 Copper +26.0% 

 CRB index +31.4% 

Watch for CBDCs... 
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Information is power 

 

There are several different types of CBDC: 

1. For institutions or for individuals. A wholesale 

CBDC would link the central bank with commercial 

banks (via the interbank market), as well as 

selected financial institutions / shadow banks. A 

retail CBDC would be designed for consumers use 

themselves. Central banks would directly interact 

with the population.  

2. ¨Token-base¨ or ¨account-based¨. A token based 

CBDC is kind of digital cash, a bearer instrument 

fungible and transactable by the holder. An 

account-based CBDC would be an identity-based 

form of money. One’s identity would be embed-

ded in the money itself. This latter case would 

allow for digital surveillance… 

3. Interest bearing or not? This may ultimately 

change the nature of money. Indeed, physical cash 

(coins, notes) has no associated interest rate as of 

now. In any case this would represent a new 

competition for private banks. 

 

Among the possible combinations, two extremes can be 

distinguished. An account based CBDC for individuals 

would represent the ultimate and most intrusive form of 

digital state surveillance. On the other hand, an 

institutional and token-based version of CBDC would 

have no impact on individuals. And little immediate 

impact on the current payment system, except to 

increase the pressure on the banking industry's margins 

and - not insignificantly from a geopolitical point of view 

- to promote the circumvention of the SWIFT system 

(based on the USD). Interest bearing CBDC would 

definitely weaken private banks’ profitability. 

 

CBDC as an additional toolbox for economic / 

monetary policy 

With CBDC, central banks may ultimately grant different 

rates to different economic agents, if not impose 

negative rates at will. It would also allow policymakers to 

conduct true money printing. The traditional commer-

cial / lending business would actually be by-passed. For 

instance, central banks could inject directly / credit to 

businesses CBDCs accounts. It could pay higher rates to 

young populations than to retiree. According to their 

historic data, individual or companies could be granted 

higher, lower, or negative rates. More, expiration dates 

could be imposed on people holding CBDC for too long 

from a political perspective. There is no doubt that this 

form of melting money would encourage consumption. 

Granted, all this may seem very extreme at first. But let’s 

face it. By-passing the banking system would address the 

inextricable problem of too low velocity of money. 

 

Money velocity is - structurally - too low,  

as banks do not lend enough 

Source: Hoisington 

 

Implementing CBDC for the people would actually allow 

policymakers to bypass the banks, create sustainable 

consumer price inflation and ultimately reduce the real 

burden of excess - public - debt. 

• CBDCs have the potential to become a game changer 

in many respect (inflation, confidentiality, status of 

reserve currency, banking system perspectives)  

• The soon to come launch of a Crypto-Yuan (probably 

in 2022) is a first event to monitor extremely carefully 

• Depending on adverse sanitary and macro develop-

ments, Western Central banks may launch their CBDC 

sooner than later 

 

Fixed income. ECB reality check 

As expected, the ECB left its rates unchanged. The only 

significant change was the announcement of moderately 

lower asset purchases than in the previous 2 quarters 
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under the Pandemic Emergency Purchase Program. This 

is in practice unclear. But it  should imply purchases of 

€60bn per month under PEPP, on top of €20bn under 

the Asset Purchase Program. So, the ECB ends to front-

load asset purchases. The ECB President Lagarde called it 

a recalibration. As the latest figures below show, the ECB 

has already bought less (€65bn) in recent months. This 

announcement is probably more about catching up with 

reality than any sign of coming tapering. 

 

ECB weekly purchases rebalanced on a monthly basis 

 

There was no change in forward guidance about the 

APP, which is still open-ended and should continue up to  

ECB hikes rates. However, the press conference 

highlighted  a clear shift on inflation. The Bank is 

preparing the ground for a significant recalibration 

between the PEPP and APP next year. It may decide to 

follow the Fed and disconnect the link between asset 

purchases and interest rates in its forward guidance. 

 

ECB economic forecasts 

 
 

The ECB growth forecast did not deliver big changes. 

Regarding inflation projections, the ECB expects headline 

inflation to come in at 2.2% in 2021, 1.7% in 2022 and 

1.5% in 2023, up respectively 0.3%, 0.2% and 0.1%.  It is 

still well short of its fresh target of 2%. The entire forecast 

horizon upward revision illustrates that it has started to 

think differently. While Lagarde first reiterated that higher 

inflation was still mainly temporary and transitory, she 

concluded that underlying inflation pressures have edged 

up. Moreover, contrary to the July meeting, she pointed 

out that price pressure could be more persistent than 

previously thought. This is a very important change in the 

ECB stance on inflation. After almost full denial, the Bank 

finally seems to have woken up to the reality that its 

models might not entirely capture the pass-through of 

higher producer prices on consumer prices and higher 

headline inflation on wages in the unprecedented situation 

of an economy coming out of lockdown.  

 

While Euro inflation is likely to rise slowly, ECB may get 

more questions about inflation in some small euro 

countries, which hovers above 5% and looks a lot more 

persistent. Behind the curve remains the ECB mantra. 

PEPP program will end in March 2022, APP will continue at 

least throughout 2023 and rate hike will not happen before 

2024. Low yields and credit market supports are not going 

to vanish shortly. 

• With an ECB behind the curve, we maintain our 

overweight on European inflation linked bonds 

• Credit market is rich but still supported by central 

banks. Stay in 

 

Fixed income. Green bond revolution 

In this after summer break period, green bond issuances 

have  become a hot topic. Over the past week, green 

bonds issuance has been a major theme for the primary 

market. Spain launched its first 20-year green bond which 

was 12x oversubscribed. Germany has just launched a new 

10-year bond and targets  to become the first European 

country to build a complete green curve. The UK govern-

ment announced its inaugural bond for later in the year. 

And more important, the EU prepares its entrance to the 

market and will be a significant player.  

 

The green bond market develops its own technical jargon. 

The premium or the difference between green and non-

green bonds is called the greenium. In case of the older 10-

year German green bond maturing in August 2030 the 

greenium has gradually increased to peak around 7bps. 

This is another clear sign of solid and regular investor 

demand for green securities, although the lower liquidity 

may have some meaningful impact. 
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EUR-denominated sovereign ESG issuance 

 

The next significant new entrant to this growing market 

segment will indeed be the EU. So far, it has dominated 

the social bond market with the funding of the €100bn 

SURE program which is now largely completed. Over the 

next years - through 2026 - the euro area will raise 

€800bn to fund the NextGenerationEU (NGEU) recovery 

instrument. Up to a third will be dedicated to green 

bonds.  

 

Last week, the EU laid out the NGEU green bond 

framework and has announced plans to start issuing 

green bonds in October. The EU is planning to issue 

€35bn until year-end. Three syndicated issuances are 

planned as well as three bond auctions. The latter can 

encompass multiple bond reopening or new issues. 

Given the new details the EU should raise another €15-

20bn in green bond later in the year, although that 

would fall short of the EU's stated target to raise one 

third of its long-term funding via green bonds. 

• Sizeable demand for Green bonds has still to come. 

They will continue to be a cheap funding source 

given the unsatisfied investors demand 

• A negative premium will not derail the demand 

 

Equities. S&P 500, still this famous 50-day 

moving average 

The S&P 500 has bounced so many times on its 50-day 

moving average that it's starting to be believed to be 

foolproof. We're on the verge of it again. But more and 

more investors believe in a more severe correction, in the 

order of 10%. The next supports are on the 100-day 

moving average (-2.5%) and the strongest on the 200-

day moving average (-7%). Momentum Technical 

Analysis (MACD, RSI) and the Fear & Greed Investor 

Sentiment indicator do not signal any particular 

downside risk. 

S&P 500 

Source: Bloomberg 

 

The market is absorbing a significant number of IPOs and 

capital increases. September starts off being one of the 

busiest since 2012. And the next few months promise to be 

very intense in IPOs. Thanks to the central bankers, there is 

gigantic liquidity; money market funds in the US amount to 

$4.5 trillion, above the $3.9 trillion during the financial crisis 

in 2009 according to Investment Company Institute. 

Investors seize every opportunity. Unless proven otherwise, 

we remain in a Buy on Dip market! 

 

Fears of a correction are therefore mainly based on 

tapering by central banks which could withdraw some 

liquidity. There is also unfavorable seasonality (see graph 

below), discussions of US debt ceilings, the endless 

pandemic, inflation, etc. 

Source: Topdown Charts, Refinitiv 
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The US Congress and the White House are negotiating 

on the two stimulus packages of $ 1,200 and $ 3,500 

billion. These negotiations take into consideration their 

financing with an increase in taxation on the richest and 

the tax rate to 28% for companies. A new Democratic 

proposal, the Stock Buyback Accountability Act, would 

impose a 2% tax on share buybacks. According to 

Goldman Sachs, the share buybacks would amount to $ 

800 billion in 2021. 

• We remain in a “Buy on dip” scheme 

• Uncertainties over Chinese Big Techs are pushing 

investors to favor US and European equities 

 

Equities. Prosus suffers from Tencent and its 

holding status 

With a market capitalization of € 155 billion, Prosus is the 

2nd technological company in Europe, behind ASML (€ 

302 billion market cap). Prosus is 57% controlled by the 

South African Naspers. Prosus is a holding company that 

invests in emerging countries by taking majority or 

minority stakes in technology companies, e-commerce, 

payment and fintech platforms, home food delivery. The 

holding structure is negative for its valuation which 

includes a discount compared to the sum of the parts. 

Prosus has just acquired 100% of the Indian group 

BillDesk for $4.7 billion through PayU. BillDesk is one of 

the largest online payment platforms in India with an 

annual growth of 32% over the past 3 years. Thanks to 

this takeover, the online payment company PayU, active 

in 20 markets (India, Africa, Latin America, Middle East), 

will become the 7th largest player in the world. 

 

Prosus has just increased its stake in Delivery Hero's 

capital by 2.5%, bringing it to nearly 25%. 

 

The valuation of Prosus is largely dependent on that of 

Tencent. Prosus owns 28.9% of Tencent's capital, or € 147 

billion of the market capitalization of Chinese tech, while 

the market capitalization of Prosus is € 155 billion. The 

discount of the market value of Prosus compared to our 

estimate of the sum of the parts is 20.5%. It is difficult to 

determine a discount, but in general it fluctuates in a wide 

range between 15% and 30%. So Prosus's current discount 

is not outrageous. 
 

The goal of Prosus is to bet on long-term investments with 

strong growth in technology. In June, Prosus hired a Vision 

Fund (Softbank) manager and technology specialist to run 

its M&A division, which will likely result in more acquisi-

tions. Prosus intends to reduce its discount, but in the short

-term the evolution of its share price will remain dependent 

on that of Tencent. In the medium to long term, regular 

sales of part of its stake in Tencent are used to finance 

acquisitions and it will be recalled that Prosus holds a war 

chest of nearly € 150 billion (market valuation of its stake in 

Tencent). 

 

The food ordering and delivery industry is clearly a priority, 

which has just increased its stake in Delivery Hero to 25%. 

Another priority is iFood of Brazil in which Just Eat 

Takeaway.com could sell its 33% to Prosus for more than $ 

2 billion. 

 

For fiscal year 2020-2021, ending in March, non-Tencent 

revenue grew 54% to $ 5.1 billion and operational losses 

amounted to $ 2 billion. Net profit including Tencent 

amounted to $ 7.3 billion, demonstrating how the Tencent 

stake dominates the results. 
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Valuations of Prosus's participations :

Tencent €147 bn

PayU €12 bn

Mail.ru €1.2 bn

Delivery Hero €8.3 bn

Swiggy (food delivery #1 India) €2.5 bn

ifood (food delivery #1 Latin America) €6 bn

Classified/Ventures €15 bn

Net cash €2.5 bn

Total valuation €195 bn

Prosus market cap €155 bn

Discount -20.5%

ifood: 55% Prosus, 33% Just Eat
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Since the highs of February 2021, the share prices of 

Prosus and Tencent have lost more than 30%, and -16% 

and -13% respectively in 2021. Tencent is under pressure 

from the takeover by the Communist Party in education 

and mobile/online games where Tencent is #2 worldwide 

(with gaming revenue of $14 billion), behind Sony ($25 

billion) and ahead Nintendo ($12 billion), Microsoft ($12 

billion), Activision Blizzard ($8.1 billion) ), Electronic Arts 

($5.5 billion), Epic Games ($4.8 billion), Take-Two 

Interactive ($3.1 billion), Sega Sammy ($2.3 billion) and 

Bandai Namco ($2.2 billion). In education, Beijing returns 

to a common and equal education for children, as well as 

in mobile/online games, which were compared to opium; 

Beijing takes back control of the practice of games for 

children/adolescents under 18 years old with a maximum 

practice of 3 hours per week. Game developers and 

hardware manufacturers will need to implement facial 

recognition to be able to block games after 3 hours/

week. Beijing has announced that it does not want to 

stop the creation of games, but only to control their 

practice. However, the expansion of game developers will 

be tightly regulated and will result in a sharp drag.  

 

Tencent also faces new regulations on illegal content, 

such as pornography, competition and unfair monopo-

lies. Game developers will have to integrate this new 

regulatory environment. Not to mention the technologi-

cal war between China and the United States and the 

management of private data. In short, there is a lot of 

short-term uncertainty over Tencent, but Beijing is not 

looking to break its big tech diamonds either. 

 

Prosus and Tencent share prices 

 Source: Bloomberg 

 

• A discount between 20% and 25% will remain in the 

short to medium term due to the holding structure, 

the control of Naspers and the strong dominance of 

Tencent in the valuation and results of Prosus 

• Tencent: Beijing regains control over youth (<18) 

addiction to mobile/online games. Too much uncer-

tainty over Chinese Big Techs, and Tencent in 

particular, to buy Prosus 

 

Equities. Apple in the spotlight 

In recent weeks, some announcements have put Apple in 

the spotlight: the new iPhone 13, the electric car, a 

softening in favor of app developers, e-ID and a tool to 

fight child pornography. 

 

Last week, in the fight between Apple and Epic Games, 

where Apple had pulled out the game Fortnite from the 

App Store, a US judge ordered Apple to stop taxing 

through its payment system. Apple's behavior is called anti-

competitive when the California giant prevents developers 

from redirecting consumers to their own websites and 

payment methods. However, the judge does not see Apple 

as a monopoly. In August, Apple made some concessions 

by relaxing rules on access to payment methods outside 

the App Store, to end lawsuits against small businesses. In 

2020, Apple had reduced its commission to 15% for small 

developers. Application developers will now be able to 

send an email to their users informing them that they can 

purchase a subscription on their website. In this case, the 

app publishers do not pay the commission to Apple, which 

can be up to 30%. Epic Games will appeal this decision, as 

developers will only be able to redirect customers to their 

website and not build their own payment system in their 

apps; this will limit the negative impact on Apple, as it will 

always be easier for consumers to pay on the App Store 

than to use their credit card on the developer's site. 

 

The most controversial announcement is the installation of 

the upcoming NeuralMatch app which would identify 

potential child pornography content shared by iPhone 

owners. The goal is to protect children, but many associa-

tions and specialists criticize a tool that goes against the 

protection of privacy. Authoritarian governments, which 

ban homosexuality, could demand that the tool be trained 

to identify LGBTQ+ content and demand that it be able to 

spot popular satirical images or flyers of protests. There is a 

real risk that weaknesses in the tool could enter the privacy 

of all iCloud Photos users. Whatsapp (Facebook), Telegram, 

Signal and Google have described this tool as a dangerous 

precedent. 

 

September 13, 2021 



 ♦ 7 

This fall, 8 US states will allow Apple to have the identity 

card and driver's license on an iPhone and an Apple 

Watch, in collaboration with the Transportation Security 

Administration. The eID, the digital identity, is a delicate 

issue, as it is no longer governments that will be the 

guardian of citizens' security, but private companies that 

might use the data for other purposes. 

 

Apple announced that the new iPhone 13 could connect 

to satellites. We are entering 6G (expected around 2028) 

with the Terahertz bands, that is to say a fusion of earth 

and space  (satellites) bands. At the moment, this is 

commercial advertising, but still, an iPhone 13 could send 

messages through the satellite network. On the 

announcement, the share price of Globalstar, a US 

company that operates a constellation of low-earth orbit 

satellites for telecommunications, rose 64%. The 

management of telecommunications satellites will 

become an attractive investment which concerns 

Globalstar, Eutelsat, SES, Iridium Communications, Maxar 

and Viasat. 

 

Some analysts are starting to speculate on an upcoming 

release of an electric car, named Project Titan, to be 

launched on the market in 2025 with a target of 1.5 

million units in 2030 for revenue of $75 billion. This 

would be a new engine of growth. In April, Apple hired a 

BMW veteran with extensive EV experience. 

• The decision of the US judge will, in our opinion, 

have a limited negative impact for Apple 

• Apple is looking for new sources of growth 

• Apple is correctly valued at 27x 2021 profits 

• Apple valuation at $ 160 per share 
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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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