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Weekly - January 31, 2022 

Hard days for the Robinhood crowd 

The year 2021 saw the birth of an intriguing and disruptive phenomenon. The 

coalesced and massive action of individual (small) investors, the private ones. At 

first anecdotal, this phenomenon has taken over the months a great magnitude. 

The prices of certain companies, often small, unloved by the most specialized 

professionals, such as Hedge Funds, have literally taken off despite unchanged 

fundamentals. The containments, the abundant money distributed by the 

government (especially in the United States), and the free (optical) trading 

platforms have certainly favored this process. Some have even spoken of a new 

paradigm, a new way for the younger generation to think about risk and to try to 

make their savings grow. Unaffordable housing and low wages are seen as 

cyclical gas pedals of this new structural trend. 

A little more than a year later, things have changed again 

The rebirth of a ¨popular / modern capitalism¨ is undermined 

  

It is the liquidity, stupid! 

The last quarter of 2021 has been devastating for leveraged institutional investors, 

like many Hedge Funds. The rise in USD short interest rates caught them off 

guard. The increase in bond volatility 

forced many to close positions in a 

hurry. We saw relatively erratic stock 

market movements, in large volumes. 

These forced liquidations were 

eventually well absorbed by the 

market where investors saw these 

bouts of weakness as a new 

opportunity (buy the dip mentality). 

The Fed's skillful communication and 

relatively gentle shift to a less 

generous policy ... in 2022 allowed the 

markets to end the year in peace. So 

far so good, but, but, but... A second 

liquidity shock was just in the making. 

 

Inflationary surges continue to irritate 

political leaders, the central bank and 

bond markets. The Fed's rhetoric has 

become decidedly more restrictive. 

The most flamboyant assets, often the 

most generously valued, falter. Those 

who had the favor of small investors 

via - huge - derivatives transactions 

(calls) are sinking one after the other. 

 

PERFORMANCES  2022 

 EQUITIES  

 MSCI World -7.0% 

 S&P 500 -7.0% 

 Nasdaq -12.0% 

 Stoxx 600 -3.5% 

 SPI -5.5% 

 Nikkei -6.2% 

 China -7.6% 

 Emerging -3.3% 

  

 BONDS  

 CHF Corp  -0.7% 

 US Govt -1.8% 

 US Corp -3.3% 

 US HY -2.8% 

 EUR Gvt -1.1% 

 EUR Corp -1.1% 

 EUR HY -1.0% 

   

 CURRENCIES  

 USD index +0.5% 

 EURUSD -1.7% 

 EURCHF +0.3% 

 USDCHF +2.1% 

 USDJPY +0.3% 

 EM FX +0.7% 

  

 COMMODITIES   

 Gold -2.0% 

 Silver +3.1% 

 Brent +17.0% 

 Copper -2.8% 

 CRB index +8.8% 

Surrender 

When flamboyant becomes sour 



 ♦ 2 

The most speculative corners of the markets, carried by 

overabundant liquidity, are collapsing. Like 

cryptocurrencies 

 

In its November Financial Stability report, the Fed 

formally expressed its concern about the high leverage of 

¨young¨ stock market investors: 

“The median leverage ratios of younger retail investors are 

more than double those of all investors, leaving these 

investors potentially more vulnerable to large swings in 

stock prices, as they have a larger debt service burden,” 

…“Moreover, this vulnerability is amplified, as investors are 

now increasingly using options, which can often boost 

leverage and amplify losses,”…“A potentially destabilizing 

outcome could emerge if elevated risk appetite among 

retail investors retreats rapidly to more moderate levels,” 

the Fed said. 

Source: FINRA, Wolfstreet 

 

• The rout of over-leveraged investors is probably not 

over yet 

• The inevitable rise in nominal and real interest rates 

will keep the pressure on them and more generally 

on overvalued and high duration assets 

• Risky assets will continue to be buffeted in the short 

term, although there is little to fear a bear market or 

a major crisis at this time 

 

Fixed income. The Fed final countdown 

While the Fed has left policy unchanged, it signaled it will 

soon be appropriate to raise rates. The recent financial 

market volatility has pushed it to tread cautiously and not 

surprise. Rate hikes are coming soon. Calls for a 50bps 

rate hike in March look too aggressive. Nonetheless, we are 

hopeful of a Q2 economic rebound that will secure 4 rate 

hikes in 2022. 

 

Fed Funds 

Source: Bloomberg 

 

It is also laying the groundwork for shrinking the bloated 

balance sheet, while the Fed is still adding to it until March! 

Which seems a strange decision, as earlier in the month 

Powell said that the $9trn balance sheet is far above where 

it needs to be. The Fed confirmed that balance sheet 

shrinking will start after Fed Funds hikes have begun. This 

reduction will be done in a predictable manner, primarily 

by adjusting the maturing amounts of reinvestments. This 

is fairly vague and there is nothing surprising. 

 

It should follow a similar pattern to past times. The Fed will 

hike a couple of times (March and June) and then 

presumably in July/August start allowing a capped amount 

of maturing assets to run off its balance sheet. The Fed did 

not give details about the medium to long-term balance 

sheet size. It stands at $8.86trn, or 38% of US GDP. Board 

of Governor member Chris Waller has suggested that it 

should be around 20% of GDP, this would imply $3.5trn of 

assets leaving the balance sheet. The longer the time 

frame, the less reduction required, obviously. It will start 

slowly and then be accelerated up to something like $50bn 

on Treasuries and $50bn on MBS per month. The Fed 

states it wants to hold Treasury Securities in the longer run. 

So, MBS may be allowed to run off at a slightly quicker rate 

than Treasuries. 

• A 25bps rate rise rate hike in March is a done deal. 

FOMC members are of a mind to do so 

• Higher yields with a flatter yield curve dynamic will 

continue 

• USD will remain strong until the full details’ 

announcement 

January 31, 2022 
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Currencies. ECB under scrutiny 

While the Fed is close to tightening, all eyes will be on 

the ECB. We do not expect the central bank to give any 

hints on possible rate hikes. The time has not come yet. 

The eurozone economy is still lagging the US in terms of 

cycle, inflation, wages, and labor market tightness. The 

December meeting not only marked a new and more 

hawkish inflation stance at the ECB, but it was also the 

start of a gradual asset purchase reduction. 

 

The ECB has gone through an enormous change. Within 

less than half a year, the inflation narrative has changed 

from calling the surge in prices temporary, to a doubling 

of its 2022 inflation forecasts and warning against upside 

risks to price stability. Despite the change in its take on 

inflation, the ECB is in no position to consider tightening 

any time soon. Tighter policy would do little to ship 

containers faster or reduce energy prices.  

 

Instead, the ECB main challenge will be regarding 

communication. On the one hand, to confirm its more 

hawkish stance on inflation and on the other, to keep a 

lid over speculation on premature rate hikes. At the 

current juncture, it is highly unlikely that we'll see any 

new policy announcements. The ECB must make a fine 

distinction between the need to continue stimulating the 

economy and bringing higher inflation down. 

 

ECB market expectations 

Source: Bloomberg 

 

The Bank could argue the path of monetary policy will be 

closely linked to the inflation debate. This debate and its 

roadmap to normalization can be divided into 3 stages: 

tapering, the end of negative interest rates, and moving 

towards a more neutral monetary policy stance. 

 

In the absence of any major economic accident, a growing 

majority at the ECB are calling for an end to the crisis-

fighting tools. This would first imply an end to net asset 

purchases and then an end to negative interest rates; 

probably over the next 12 to 18 months. The discussion on 

rate hikes, once the deposit rate is back to zero, is still 

premature. 

• The ECB will have to steer market expectations 

cautiously. If market expectations surge too quickly, 

higher interest rates could undermine the economic 

recovery, while too much dovishness could damage the 

ECB credibility as an inflation fighter 

• External (Russia) political tensions still represent a 

downside risk for EUR 

 

Equities. Ready for a technical bounce 

Technical configurations show that indices are ready for a 

rebound. The S&P 500, Nasdaq and SOX are in (very) 

oversold areas with big Bollinger Bands widening, which 

signal that the rebound should be significant. MACD 

indicators are reversing (upward) for all these 3 US indices.  

 

For Europe, the Euro Stoxx is not oversold, but it is 

supported by its 200-day moving average, the FTSE 100 

(UK) is on an uptrend and the Swiss Performance Index is 

stabilizing below its moving average of 200 days. 

 

S&P 500. MACD and Bollinger 

 Source: Bloomberg 
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Nasdaq. MACD and Bollinger 

 Source: Bloomberg 

 

These technical figures are accompanied by pessimistic 

investor sentiment’s indicators, record in put option 

volume and buildups of significant short positions in 

some stocks/ETFs. 

 

In the United States, 4Q21 profits will be better than 

estimated, with an increase of 24.3% according to Factset 

(+21.4% on 31.12.2021), meaning an increase of 45.5% for 

the year 2021 and 5% for the 1S22. 

 

The results of the week: Tuesday Alphabet, Exxon Mobil, 

General Motors, Starbucks, Wednesday Meta Platforms, 

Qualcomm, Thermo Fisher, Thursday Amazon, 

Honeywell, Activision Blizzard, Illinois Tool Works, 

ConocoPhillips, and Friday Eaton. 

 

Microsoft, which is part of our strongest convictions, is 

our first idea to participate in the rebound. We value 

Microsoft at $350 per share. With its bid for Activision 

Blizzard at $70 billion, Microsoft is putting pressure on its 

close competitors, other US Big Techs and all other 

companies investing in the metaverse. Its results and 

forecasts were above expectations. 

 

Apple has produced good results and demonstrates the 

strength of its production and supply chains. With $203 

billion in cash, Apple should invest in the metaverse. 

Rumors are that a release of a video game console (not 

good news for Sony) is close. Apple could also look to 

game developers (Electronic Arts, Take-Two?) or 

streaming TV. We value Apple at $190 per share. 

Stocks which seem interesting in this expected rebound. 

US: Microsoft, Apple, Nvidia, Applied Materials, JPMorgan, 

Jacobs Engineering, Martin Marietta, Nucor, Eaton. Europe: 

Schneider, ASML, Siemens, Linde. 

 

On a technical basis, we would take profits on oil stocks: 

with the rise in oil prices, prices rose sharply in January and 

they are in a highly overbought zone. 

• Expecting a technical rebound 

January 31, 2022 
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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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Contact for Switzerland 

 

 

Rue François-Bonivard 12  1201 Genève 
t +41 22 906 81 81  

Chemin du Midi 8  1260 Nyon 
t +41 22 906 81 50  

Rue du Centre Sportif 22  1936 Verbier 

Schauplatzgasse 9  3011 Berne 

t +41 58 404 29 41 

Rue Pré-Fleuri 5  1950 Sion 
t +41 27 329 00 30  

Seidengasse 13  8001 Zurich 
t +41 43 322 15 80 

info@pleion.ch  www.pleion.ch 

Contact for Monaco 

 

11 avenue de la Costa  98000 Monaco 

t +377 92 00 25 00  

contact@pleion.mc  www.pleion.mc   

Contact for Luxembourg 

Contact for Mauritius 

2A rue Jean Origer  L-2269 Luxembourg 

t +352 262 532 0 

info@bcblux.lu  www.bcblux.lu 

Suite 301  Grand Baie Business Quarter 

Chemin Vingt Pieds  Grand Bay 30529 
Republic of Mauritius 

t +230 263 46 46   

info@pleion.mu  www.pleion.mu 
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