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Fixed income. Green is not just about equities 

Green bonds can play a pivotal role in the transition to a more carbon free future. 

The bond market is more immediate in many cases than the equity one. There is 

a lot more issuance, it is more frequent, and you can drive proceeds to invest in 

the future we are all trying to achieve. This is also a valuable signal to corporate 

issuers. There are serious financial and strategic advantages for a corporate to go 

green. In the secondary market – particularly equities – the only option you have 

is engagement. There is no real capital reallocation. However, in the primary 

market – particularly in the fixed income space – that is where real reallocations 

happen. 

 

End of September, the UK government just joined the race. There was a huge 

demand for the £10bn inaugural green gilt issue from the UK government. This 

again highlights the bond better positioning to accelerate change in sustainable 

finance. 

 

The EU is wasting no time in setting out to conquer the green bond market. 

Last  Tuesday, the EU sold its first ever green Next Generation EU (NGEU) bond, 

for a nominal amount of €12bn with a 15-year maturity i.e. February 2037. This is 

the world's largest sustainable bond ever issued. The order book reached €135bn, 

this is the second issue after the NGEU inaugural 10-year in June. Another 10-year 

NGEU is expected in November.  

 

Two weeks ago, the Republic of South Korea raised €700m for its inaugural EUR 5

-year green bond at a yield of -0.05%. The bond received orders over €4.15bn, 

4.2x oversubscribed. Last week, Auckland Council announced that it is offering up 

to NZ$200m of a 6-year green bond with the ability to accept an extra 100m. The 

order book was more than NZ$450m. Even the UAE are considering a federal 

green bond. 

 

Traditional and Green indices yields 

Source: Bloomberg 

PERFORMANCES  2021 

 EQUITIES  

 MSCI World +15.6% 

 S&P 500 +19.0% 

 Nasdaq +15.6% 

 Stoxx 600 +17.6% 

 SPI +15.8% 

 Nikkei +5.8% 

 China -6.8% 

 Emerging -0.6% 

  

 BONDS  

 CHF Corp  -0.3% 

 US Govt -2.7% 

 US Corp -1.3% 

 US HY +4.3% 

 EUR Gvt -2.6% 

 EUR Corp -0.2% 

 EUR HY +2.8% 

   

 CURRENCIES  

 USD index +4.7% 

 EURUSD -5.2% 

 EURCHF -0.8% 

 USDCHF +4.6% 

 USDJPY +10.6% 

 EM FX -4.7% 

  

 COMMODITIES   

 Gold -7.1% 

 Silver -12.0% 

 Brent +65.5% 

 Copper +35.9% 

 CRB index +42.6% 

Greening 



 ♦ 2 

No one is forgotten. The World Bank – which issued its 

first green bond 15 years ago – is working with emerging 

market sovereign borrowers to ensure that they can 

access sustainable debt markets. Even Colombia issued 

domestically its own inaugural green bond. 

 

Green bonds issuances per regions ($bn) 

Source: Climate Bonds Initiative 

 

Progresses are already visible in green corporate bond 

borrowings. For example, in the UK, 45% of issuance this 

year has been linked to sustainable goals, compared to 

only 11% in all of 2020. 

 

Green bond new issuance is set to accelerate by 25% to 

€500 billion in 2022, with Europe leading the spike. The 

EU is expected to take center stage on issuance with an 

estimated €50-100bn in green bonds coming to market 

in 2022 to support European countries hit hardly by the 

COVID-19 crisis. We are also expecting a strong 

acceleration of sectors that have previously lagged in 

green bond issuance, including metal and mining 

companies, oil and energy companies and chemical 

companies. 

 

The current risk/reward profile is quite similar between 

Green & traditional bonds, as well as the yield of both 

segments, the average maturity, and the rating. The main 

difference  is still on the spread of issuers. The Green 

segment remains slightly more concentrated, and the 

weight of sovereign issuers stays higher. 

• More and more a segment to consider 

• Green bonds are not subtracting returns. A good 

alternative to traditional investment grade credit 

• We favor the Astéria Climate Bond Fund 

(LU2150142581) 

 

Currencies. Brexit consequences are spreading 

In contrast to the UK government initial assertions, the 

public quickly concluded that the departure from the 

European Union was a material cause of the recent queues 

at petrol stations in the country, while across neighbors’ 

markets there were no tensions. However, this made no 

difference to PM Johnson popularity rate, which slightly 

increased recently. Johnson, whose charisma helped carry 

the Brexit referendum result, has gone on to claim that the 

disruption is a necessary adjustment to a high-wage and 

high-productivity economy. 

 

A stagflationary squeeze could follow, creating dangerous 

headaches for the Treasury and the Bank of England. It 

could force the BoE to raise rates. If it does nothing, it may 

lumber itself with a credibility problem which could both 

spur inflation and show up government yields. Either way, 

this will raise the relatively low debt servicing costs for the 

government, leading either to restricting public spending 

or further tax rises. The fact that government finances have 

taken a £400bn Covid-19 hit with no bond or currency 

vigilantes in sight, somewhat thanks to the BoE QE, may 

have added to a perception that the government may 

easily be able to throw money at any problem and keep 

the public relaxed. 

 

Implied key rate and number of hikes 

Source: Bloomberg 
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However, the GBP has recently been negatively impacted 

by the stagflation talks. History shows that flat or inverted 

yield curves have been supportive for currencies. It turns 

to a currency sell-off only once a central bank responds 

to a policy mistake by reversing its monetary policy 

tightening. Thus, it is too early to sell the GBP on a policy 

mistake argument. The big question is whether the BoE 

wants to confront  market expectations of an 8bps rate 

hike in early November and a further 14bps by mid-

December, the dates of the coming BoE meetings.   

• Too early to consider stagflation talks as GBP positive 

• Brexit hurdles will continue to weight on the currency 

 

Equities. Results start pretty well 

Indices held on to their moving averages, in an oversold 

situation.  

The shortage of gas in Europe and coal in China and 

India, potentially resulting in insufficient electricity 

production, could weigh on the economic growth over 

the next 4-6 months, and more particularly on supply 

chains, already strongly under pressure, and on inflation 

by the shortage of supply. This is a risk for the stock 

markets, and more if the winter turns out to be cold. In 

the short-term, the two main concerns are inflation and 

the Fed's monetary policy. Regarding US inflation, we can 

expect high levels (>5%) until March 2022, then we 

should have a positive base effect. 

But, for now, investors are looking beyond this disruptive 

period linked to the pandemic: 

1. The years 2022-2023 could be periods of massive 

restocking. 

2. Cash/short-term investments estimated at $6.8 

trillion on corporate balance sheets globally will 

support operational investments, acquisitions, 

share buybacks and dividends. 

3. With excess savings linked to the pandemic 

estimated at $5.4 trillion globally, household 

consumption is poised to jump. 

4. Investments for the energy transition will be 

gigantic. The current (small) energy crisis and 

observable climate change call for an acceleration 

of green investments. COP26 begins on October 

31st. 

Publication of results has started and we are not 

disappointed. US profits are higher than estimates. 

Factset is already reviewing profit growth for the 3rd 

quarter from 27.5% to 30% and Lipper Alpha from 30% 

to 32%. For American banks, the first to publish, the 

pandemic is behind. Bank of America and JPMorgan 

report that demand for loans and credit cards is increasing; 

they are in expansion mode and pre-pandemic organic 

growth is returning across all activities. Bank profitability 

will improve. Investors had already anticipated this positive 

trend, because, since September 20th, the MSCI World 

Banks has risen by 9.6% against 2% for the MSCI World. 

 

The banking sector outperforms when US long rates rise 

Source: Bloomberg 

• We remain positive on the stock markets and the 

banking sector 
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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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