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Weekly - October 11, 2021 

For a long time, it was believed that President Biden would restore some serenity 

to American society, after the horrific and divisive experience of his predecessor. 

He had started his mandate well, managing the pandemic with more seriousness. 

His honeymoon with the Americans had largely exceeded the famous 100 days, 

since he was still at more than 50% of approval in the opinion polls last August. 

This performance was even more remarkable given that his vice president, 

though considered essential to Joe's team, had been under constant media and 

political pressure last quarters. And suddenly, Boom!  

 

Biden’s approval rating 

(Average level, based on several different polls) 

Source: Bianco Research 

 

Biden is now at Trump's level right before election day. Implicitly, this means that 

such a level couldn’t allow him to be re-elected. Even if they are still far away, this 

is also a very bad omen for the mid-term elections, which will take place in about 

a year. Worse, it is undermining the President's de facto authority over his 

Democratic allies in Congress. At the very moment when dissensions, almost 

ideological, oppose the clans of the moderates to that of the ¨radical¨. 

Biden decline has been relentless lately 

Has Biden still the political clout to force a political domestic deal? 

PERFORMANCES  2021 

 EQUITIES  

 MSCI World +13.1% 

 S&P 500 +16.9% 

 Nasdaq +13.1% 

 Stoxx 600 +14.2% 

 SPI +13.0% 

 Nikkei +3.8% 

 China -5.3% 

 Emerging -2.6% 

  

 BONDS  

 CHF Corp  -0.3% 

 US Govt -3.0% 

 US Corp -2.0% 

 US HY +4.2% 

 EUR Gvt -3.3% 

 EUR Corp -0.4% 

 EUR HY +2.8% 

   

 CURRENCIES  

 USD index +4.7% 

 EURUSD -5.3% 

 EURCHF -0.8% 

 USDCHF +4.7% 

 USDJPY +9.2% 

 EM FX -4.9% 

  

 COMMODITIES   

 Gold -7.5% 

 Silver -14.5% 

 Brent +62.1% 

 Copper +23.3% 

 CRB index +40.3% 

A very… normal President 
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A broad base ressentiment  

According to well-regarded and more granulous 

Quinnipiac University Polling, the US President gets a 

negative 38 - 53 percent job approval rating, i.e. his 

lowest score ever. A Majority of Americans thinks that his 

Administration is not competent, 55 - 42 percent. 

Source: Bianco Research 

 

On the economy: 39% approve, while 55% disapprove; as 

Commander in Chief of the U.S. military: 37% approve, 

while 58% disapprove; on taxes: 37% approve, while 54% 

disapprove; on foreign policy: 34% approve, while 58% 

disapprove; on immigration: 25% approve, while 67% 

disapprove; only 3 out of 10 Americans (28%) think the 

U.S. was right thing to withdraw from Afghanistan like it 

did.  

 

Little relief - short term - from the recovery 

US presidents particularly rely on the economy to glean 

votes. As the saying goes ¨It's the economy, stupid¨. 

Here again, the next few months are going to be 

complicated. The economy is definitely slowing down, 

and inflation is seriously starting to worry... 

The Fed is also in the spotlight 

A misfortune never comes alone. Two non-voting members 

of the Fed have just resigned in a hurry. They were 

admittedly a bit caught with their finger in the - markets’ - 

jam pot. Although they defend themselves, they are 

accused of having ¨front-run¨ the announcements of the 

Fed, taking advantage of ¨privileged¨ information to 

position their own asset portfolios in an optimal way. 

Worse, the current vice-president of the Fed, R. Clarida is in 

the same turmoil. The venal temptation would also have 

carried away this Harvard Professor Emeritus with an ¨angel 

face¨. Let's not forget that he was also a global strategic 

advisor at Pimco for a long time. Dr Jekyll & M. Hyde?  

The credibility of the Fed is at risks 

At best, Powell is weakened. At worst, it could even cost him 

re-election 

• An institutional crisis is brewing in the United States 

• The loss of credibility is deep, as it comes from a 

deterioration of ethics and of moral values 

• Hopefully, the Congress will not add fuel to the fire. 

Otherwise, US politics may become a sensitive stress 

factor for markets  

 

Fixed income. Chinese government bonds remain 

uncorrelated 

The PBoC has recently sent a clear message over its 

disapproval of expansionary monetary policies, and more 

precisely about the use of asset purchases widely favored 

in Western countries to fight the impact of the pandemic. 

The Chinese economy is still expected to grow at 8.0% this 

year and c. 5.5% the 2 following ones.  

 

By the way, domestically, the call for monetary easing is 

resurfacing due to downside risks given power issues, 

property sector pressures, and local government delever-

aging. However, the message is clear. China will not 

engage into quantitative easing, despite the recent China 

Evergrande debt crisis. At this stage it indicates a lack of 

willingness to engage in broad sweeping stimulus but a will 

to be  flexible in managing market liquidity. Traditional 

monetary policy measures will be preferred. According to a 

Citigroup study, a 50bps cut of the RRR (Reserve Require-

ment Ratio) – like it did last July – will inject around yuan 

1trn liquidity into the economy. 
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Financial condition indices 

Source: Bloomberg 

 

The PBoC is also pushing to reform its emergency-

funding facility to make it easier for banks to access cash. 

This move could help to stabilize market expectations 

and maintain the smooth operation of money market 

interest rates. It will allow electronic  application for loans 

maturing between overnight and one month via the 

standing lending facility (SLF). This  efficiency improve-

ment will help to avoid a liquidity crunch. 

 

History shows us that US and China monetary policies 

accommodations have been most of the time desynchro-

nized. In the recent developed markets rising yields 

move, the Chinese bond market wins another award. The 

10-year yield has fluctuated into a tiny range between 

2.8% and 2.95%. The outlook for an easy PBOC 

contrasted with coming Fed tapering. The Chinese 

yield premium over the US can continue to narrow. The 

spread with the US has compressed - on the 10-year 

maturity - back to pre-pandemic levels. It has still room 

to substantially tighten . At 135bps, it is still far from its 

past decade average level at 100bps. 

 

10-year China US yield spread 

Source: Bloomberg 

 

Furthermore, for the rest of the year, the supply/demand 

dynamic will remain constructive for Chinese government 

bonds, especially now as it just started to be included 

into to FTSE WGBI. Their weight will reach 5.25% over the 

next 36 months. They already represent 7.1% of the 

Bloomberg Barclays Global Aggregate Index. 

 

However, all investors do not have the same positioning. 

Japan's Government Pension Investment Fund - the world's 

largest pension fund with total assets of $1.7trn - will not 

invest in Chinese government bonds. It has pretexted the 

local settlement protocols, limited market liquidity and the 

impossibility for foreign investors to trade futures, even if it 

is using the FTSE WGBI indices, to justify its decision. 

 

China 10-year yield 

Source: Bloomberg 

 

• The PBoC will adopt  a more accommodative stance. 

RRR cut is more likely, asset purchase will not be 

considered  in the near future as a solution 

• We remain bullish on Chinese government bonds. We 

expect Chinese long end yields to grind lower and to 

outperform US peers 

 

Currencies. Will the big looser AUD  be able to 

recover? 

Since early March, the AUD is the worst performing 

developed currency. It is down 6% vs. USD and 2% vs. EUR. 

 

According to the latest Bloomberg professional forecasters 

survey, there is an unusually wide distribution of AUD 

forecasts by year-end and Q1 next year. The median 

forecasts are, for both horizons, at 0.74 whereas the ranges 

went between 0.69 and 0.82. High commodity prices - 

except iron ore - are highlighting a significantly undervalu-

ation. Commodity driven historical relationships are 

pointing for an AUD in the 0.80’s. The collapse in the iron 

ore price has offset the surge in energy prices - LNG and 

thermal coal - while the whole energy story should have 

been AUD supportive. 
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Main developed currencies performances vs. USD 

Source: Bloomberg 

 

The explanation for such a wide range is, on the negative 

side, linked to the risk of a sustained downturn in China. 

The plight of property developers Evergrande and 

Fantasia is raising the concern about the overexposure of 

the Chinese economy to the property market. The risk is 

probably not on the supply side which the government 

can manage but on the demand side as buyers reassess 

the attractiveness/risks of property investment. A failure 

of the Chinese government to maintain stability would be 

a significant drag for the AUD. 

 

AUD, the most shorted commodity-related currency 

Source: Bloomberg 

 

On the positive side, latest data on vaccinations are 

encouraging. At 66%, Australia is ahead of the US. As 

Australia lagged in the vaccination stakes through 2021, 

the AUD reach a low of 0.71 in August. But since then, 

the vaccination rate has surged, and the AUD has at least 

stabilized. 

 

The Australian economy is emerging from lockdowns. 

Demand is set to surge rather than stagnate, and it will 

be centered on the service sectors. Furthermore, 

households will also be supported by accommodative 

fiscal policy as the Federal government moves into 

election mode. Rising demand will lower the unemploy-

ment rate and support wages growth. This could lead 

inflation returning to the 2.5% RBA target much earlier than 

currently expected - mid-2024 - by the central bank. 

 

Finally, monetary policy will be a big support. The Fed is 

ready to begin tapering shortly. But the RBA is not too far 

behind. Its QE program is likely to be completed by August 

at the latest. This will effectively neutralize any advantage 

that the Fed might accord the USD. And most importantly, 

the AUD performance will rely on global growth and a 

settling of global risk concerns. A tapering of the FOMC will 

reflect growth success rather than weighing on growth and 

remember that tapering is not tightening. 

• Buy AUD as a contrarian trade and high yielding 

currency 

 

Equities. Year-end rally? 

The US and European indices are showing signs of a 

reversal: rebounding on the 100-day moving average for 

the S&P 500 and 200-day for the Euro Stoxx, in an oversold 

area. And in mid-October, stock market indices will emerge 

from an unfavorable statistical seasonality. 

 

The seasonality of the S&P 500 

Source: CNBC 

 

Reading the evolution of the economy is difficult with the 

chaos in the supply chains, inflation (Covid or structural) 

and the energy crisis. Some investors fear that the Fed will 

react faster than expected because of inflation, which 

would have no effect on it, because the problem is not with 

demand, but with supply. The energy crisis is not due to 

the Covid, but geopolitical: Russia is playing its softpower 

with gas with Europe and China has drastically reduced its 

imports of Australian coal due to a trade war; India has 

seen its imports of Indonesian coal declining due to 

flooding. To this were added mainly the difficult discussions 

in the US Congress on the stimulus plans and the debt 

ceiling, the real estate difficulties in China, the incursions of 

Chinese military planes in the Taiwanese security zone and 
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the tough speech of Xi Jinping of Taiwan's integration 

into Greater China. 

 

Despite this intense stress, since September 8, the MSCI 

World has corrected only 5.6% and 4% at the close of 

last Friday. September saw retail investors reducing their 

exposure to equities and buying equity option hedges. 

But the stress on economy and on energy has not been 

seen in the credit market, volatility or any rush towards 

defensive stocks. Last week, demand for options for 

protection declined sharply. See graph below. 

 Source: Cboe, Bloomberg, FT 

 

The 3Q21 earnings period begins this week. Profits of the 

S&P 500 are expected to increase by 30% and those of 

the Stoxx 600 by 45%. Company forecasts will be almost 

more important than past results, as the topics that come 

up frequently are: disruptions in supply chains, labor 

shortages, rising transportation costs and material/base 

metals prices. 

• Results publication begins 

• This week, US banks kick off the results: the 13th with 

JPMorgan, Blackrock, the 14th with Bank of America, 

Citigroup, Morgan Stanley, Wells Fargo and the 15th 

Goldman Sachs, Truist Financial… 

• ... but we will follow with more interest Alcoa, TSMC 

or Delta Airlines 

• We remain constructive on equities with the same 

approach: Buy the dip 

 

Equities. Interesting IPOs in the 4th quarter 

US electric vehicle maker Rivian wants to raise $ 8 billion 

with an IPO and will seek a valuation of $ 80 billion. Since 

2011, only 3 companies have raised more than $ 8 billion: 

Alibaba $ 25 billion, Facebook $ 16 billion and Uber $ 8.1 

billion. Rivian has 3 reference shareholders: Amazon (> 

5% of the capital), Ford (> 5% of the capital) and T. Rowe 

Price. Rivian is one of the most capitalized start-ups, having 

already raised $ 10.5 billion since 2019. In the first 6 months 

of 2021, Rivian recorded 0 revenue for $ 994 million in 

losses. To begin with, Rivian will market a pickup (R1T) and 

a 7-seater SUV (R1S), two vehicles that have received an 

excellent reception; production began in September 2021. 

Rivian will also manufacture commercial vehicles, in early 

2022, which will benefit from an agreement with Amazon 

requiring to acquire at least 10,000 vehicles over the first 

two years of commercialization. For sales, Rivian will adopt 

Tesla's model with a direct relationship with customers. 

Rivian will have its own network of services and repairs, and 

will invest in a network of charging stations for its 

customers only. So far, Rivian has secured 24 Rivian 

Adventure Network fast-charging sites in 7 US states for 

recreational mountain driving and 145 Rivian Waypoints 

charging stations in 30 states. 

 

Swedish electric car maker Polestar, of which Volvo and 

Geely are shareholders, will be listed on the Nasdaq 

through a merger with a SPAC, valued at $ 20 billion. Volvo 

Cars has confirmed its intention to go public in Stockholm, 

which will value the company at $ 25 billion. The manufac-

turer Geely will remain a major shareholder of Volvo with 

8.2% of the capital and 15.6% of the voting rights. This IPO 

will allow Volvo to finance the transformation of its fleet of 

vehicles into a fully electric fleet in 2030. On the verge of 

bankruptcy in 2010, Ford had sold Volvo to Geely, then the 

Swedish manufacturer experienced a spectacular recovery. 

Volvo will be worth more than Renault. 

 

IHS Holding wants to raise $ 540 billion on the New York 

Stock Exchange and will be valued at $ 8 billion. IHS is a 

specialist in telecom towers. IHS manages 30,000 towers, 

mainly in Africa, the Middle East and Latin America. 

 

The world's 3rd largest semiconductor foundry, Global-

Foundries, behind TSMC and Samsung, will be listed on the 

New York Stock Exchange. GlobalFoundries is an American 

company and owned by the Mubadala sovereign wealth 

fund of the United Arab Emirates. The most important 

customers are Qualcomm, Broadcom, Samsung, AMD. 

Investments will be significant in the coming years, as the 

semiconductor industry is expected to double its revenues 

over the next 8-10 years. It is not yet known how much 

cash GlobalFounderies wants to raise. 

• We don’t know the IPO prices, but Rivian, Global-

Founderies and Volvo Cars are certainly interesting to 

buy 
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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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