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Weekly - May 16, 2022 

Democratizing finance. The ultimate elusive paradigm shift? 

Paradigm shifts are often announced (¨this time is different¨) but, in reality, less 

often realized. This is exactly the case with the emergence of popular capitalism 

version 3.0, illustrated in particular by investment forums/blogs on social 

networks, such as Reddit.  In 2020 and 2021, the popular infatuation with the 

financial markets was undeniable and colossal. Except that it occurred during the 

pandemic, a period when containment fueled its interest, particularly as a 

substitute for online sports betting. It was exacerbated by the generous 

distribution of government cheques. 

 

Steep learning curve for new generation(s)  

The Robinhood platform is one of the symbols of this. The object of all the praise 

for enabling the “democratization of trading”, it has been much criticized during 

some difficult stock market episodes. Its business model (free trading) and its 

(too) close links with certain brokers (order flow / Citadel) have been the subject 

of scrutiny by the stock market supervisory authorities, including the SEC. The 

wind is clearly blowing again. The number of users of the “generous” platform 

conveniently started to decline at the same time that the first (Republican) states 

stopped in - Q321 - the household watering / check distribution. 

 

Robinhood is relentlessly losing monthly active users… 

PERFORMANCES  2022 

 EQUITIES  

 MSCI World -16.4% 

 S&P 500 -15.6% 

 Nasdaq -24.5% 

 Stoxx 600 -11.4% 

 SPI -8.9% 

 Nikkei -7.8% 

 China -19.9% 

 Emerging -18.5% 

  

 BONDS  

 CHF Corp  -4.1% 

 US Govt -8.8% 

 US Corp -13.4% 

 US HY -10.4% 

 EUR Gvt -10.1% 

 EUR Corp -8.4% 

 EUR HY -8.1% 

   

 CURRENCIES  

 USD index +9.3% 

 EURUSD -8.3% 

 EURCHF +0.9% 

 USDCHF +10.1% 

 USDJPY +12.4% 

 EM FX -1.7% 

  

 COMMODITIES   

 Gold -1.6% 

 Silver -9.6% 

 Brent +41.5% 

 Copper -7.0% 

 CRB index +32.8% 

(Painful) De-risking 
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… and assets, despite new crypto activities 

Source: Robinhood 

 

The nimble platform has been trying to expand business 

into the crypto trading space. Growth of this segment 

was undeniable in 2021 but has stalled lately. At the 

beginning of April, Robinhood rolled out crypto wallets 

to the approximately two million customers on its waitlist 

and is on the verge of completing the full roll-out to all 

customers. Amazing, but… unfortunately the timing of 

these investments may prove ultimately poor. Indeed, the 

recent collapse in crypto assets/currencies also 

foreshadows a likely slowdown in the volume of activity 

for Robinhood in late 2022. 

 

Concurrent decline in (traditional) margin 

trading 

The volume of brokers’ loans, as compared to GDP, 

reached unprecedented level by the end of last year. This 

is a symptom of rampant speculation.  

 

The index of “the volume of speculation” 

Source: TheFelderReport 

 

In the past, the spikes of this indicator happened just 

before very significant market corrections. In the past 

months, the rising volatility and corrective pattern of 

equities initiated a significant decline of margin debt. This 

could be an explanation – among others – of the 

acceleration of equities decline. Margin calls force global 

selling, including of most liquid assets, which result in new 

margin calls when specific thresholds are reached. If history 

is any guide, the deleveraging of - essentially retail - 

investors is well-advanced (see red line in the below graph). 

But not over yet.   

Source: TheFelderReport 

 

Crypto-carnage – an accident waiting to happen? 

In its - premonitory - Stability Report published early May, 

the Fed spotted specifically worsening market liquidity 

conditions. Its warnings were both global / contextual and 

specific to the crypto-sphere: 

“The war has sparked large price movements and margin 

calls in commodities market and highlighted a potential 

channel through which large financial institutions could be 

exposed to contagion” 

“Increasing use of stablecoins for levered trading in other 

cryptocurrencies may amplify volatility and heighten 

redemption risks” 

 

Rumors abound of a possible bankruptcy of Coinbase, a 

large secure online platform for buying, selling, transferring, 

and storing cryptocurrencies. What ignited the fire earlier 

this week was that in its quarterly report sent to the stock 

exchange regulator it formally stated that the cryptos it 

holds on to behalf of its customers may not automatically 

revert to them in the event of bankruptcy. In short, Crypto´s 

internal plumbing, the "financial asset" backbone – is facing 

kind of a run on the bank. Incidentally, the company has 

started to delay by a few days the execution of clients’ 

orders… for their protection. This is reminiscent of 

measures taken by distressed hedge-fund / fund 
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managers. Coinbase is a large organization, probably 

systemic to the whole crypto-sphere. Consequently, at 

least in a first phase, the cohort of crypto-supporters will 

attempt support it to avoid a proper bankruptcy. 

 

Stable coins are under huge pressure too. TerraUSD the 

famous algorithmic stable coin just collapsed. Tether, 

another large actor in stable coin has been also attacked 

lately. It temporarily lost its indexation on the USD. Its 

business model is theoretically safer, as it is supposed to 

keep 1 to 1 collateral in plain USD cash / securities. But 

the company never provided transparency of the 

structure and proper level of this collateral… Ultimately, 

US regulators hold the key when it comes to the 

outcome of these so-called Stable Coins. 

Confidence in crypto assets and stable coins vanished 

In the end, the Fed-SEC may regret their delay / 

procrastinating in regulating crypto-assets 

• Liquidity is drying up, fueling a rapid tightening of 

financial conditions 

• It spells a disorderly de-risking of leverage investors 

• At the margin, it will have some - negative - impact 

on retail consumption, especially the most 

discretionary 

 

Fixed income. Inflation is not supporting the Fed 

baseline scenario 

In April, US inflation exceeded expectations, particularly 

at the core measure. Across the board, service price rises 

were hefty. Ex-energy service inflation (57% of the CPI) 

rose. Rent of primary resident and owner equivalent 

rents rose both (33% of the CPI). Transport services rose 

with airline fares on fire. There is just a moderation in 

core goods prices (orange), but this is being offset to a 

large extent by the service sector (yellow). The housing 

market remains red hot. 

 

US CPI components 

Source: Bloomberg 

 

However, March 2022 will have marked the peak for higher 

inflation. Used car prices are down  and should fall further. 

The shift in consumer demand from goods, whose 

availability has been significantly impacted by supply chain 

issues, towards services should also contribute to a gradual 

moderation in the rate of inflation. But substantial declines 

in the annual rate of inflation are unlikely to materialize 

until there are significant improvements in geopolitical 

tensions, supply chain strains and labor market shortages. 

Unfortunately, there is little sign of any of this happening 

anytime soon. 

 

The data contradicted Fed Chair Powell assessment that 

the monthly rise in core inflation may be levelling off. This 

situation intensifies the pressure on the Fed to hike more. 

This potentially means aggressive rate hikes and the risks of 

a marked slowdown. The Fed framework appears to be 

based on inflation moderating in Q2 and jobs creation 

moderating. Both the April data suggest that such an 

assertion is optimistic.  If strong labor market and inflation 

data are repeated next month, the Fed may have to debate 

raising rates by 75bps.  

 

Bloomberg CPI consensus 
 

High inflation, an accommodative policy backdrop, and 

supportive supply technical created a highly favorable 

environment for TIPS over much of the last 2 years. 

Through April-end, the TIPS delivered a nearly 7.0% return, 

outperforming nominals by 18%. But this broadly positive 

environment is vanishing. Recent TIPS underperformance 

has coincided with a pronounced swing in fund flows. This 

suggests a shift in sentiment in a period where growth 

appears poised to slow and inflation, while still high, may 

have pass its peak. The last few weeks have seen a marked 

underperformance of TIPS. The US 5-, 10- and 30-year 

break-evens have given back the bulk of their year-to-date 

gains. 

 

Recent fund flows suggest a shift in appetite for inflation 

protected debt, while the overall TIPS supply picture has 

turned less favorable. The last 2 years have been marked 

by the general lack of net TIPS supply. The Fed's response 
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Consensus 7.6% 6.9% 5.8% 4.3% 3.0% 2.7% 2.7% 
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(i.e. QE) in early 2020 resulted in purchases of TIPS that 

absorbed the entirety of gross supply that year, leaving 

net supply to the market at -$110bn. While Fed buying 

moderated and issuance rose in 2021, net supply to the 

market was still negative to -$10bn. With QE ending, 

auction sizes gradually rising and Fed balance sheet 

shrinking coming, available net supply will return to 

positive levels prevailing before the Covid (above $60bn). 

 

Over 2021, fund flows suggest there was an increasing 

demand for inflation-linked debt. Until mid-April, data 

show only $0.3bn of inflows into US inflation protected 

funds this year, after $38bn in 2021. Over just the past 4 

weeks, outflows have already reached $3.6bn. This 10 

times more than the previous 14 weeks of inflows, and 

10% of the total 2021 inflows that have already fled. 

 

Inflation-linked weekly fund flows 

Source: Bloomberg 

 

• The US inflation has peaked but it will be a long slow 

descent 

• TIPS supports (Fed purchases, easy monetary policy, 

and accelerating inflation) are receding 

• Adopt a neutral stance on TIPS  

 

Currencies. GBP towards historical lows 

The UK economy contracted by 0.1% in March. The hit 

from the cost-of-living crisis is emerging sooner than 

expected. Still, the squeeze on real incomes will be most 

intense in Q2. The trade deficit reached £11.6bn in March, 

close to the January peak. Excluding oil and volatile 

components, it was comfortably the biggest on record. 

The goods deficit is growing much faster than the 

services surplus. Exports have recovered somewhat, but 

not all, of their Covid shock, while imports have 

recovered all of it. The demand recovery has supported 

imports while Brexit has hampered exports. The UK 

current account deficit was £7.3bn in Q4 2021 or 1.2% GDP. 

In June, it will be worse. The trend in the trade data 

suggests that it could be a lot worse and explains most of 

the recent GBP weakness. 

 

The Bank of England was in a lose-lose position when it 

came to GBP at its May 5th meeting. A confirmed hawkish 

rate outlook would have been bearish for the currency 

amid stagflation risks, while a slightly looser stance affirmed 

the end of the yield-driven bullish case. This is a "no news 

is good news" scenario for the GBP. After being impacted 

by the Ukraine war uncertainties, the domestic background 

has also turned more negative. Those unfavorable drivers 

could stretch into H2. The Bank of England soft 25bps hike 

and dovish statement validates that more hikes may not 

happen this year. Even after the recent yield adjustment, 

the rates market pricing remains too hawkish. 

 

GBP speculative positioning 

Source: Bloomberg 

 

Positioning starts to look historically stretch, hinting at a 

potential sharp sterling rebound should the bearish 

sentiment change, but we are not there just yet. 

• Net trade will remain a drag on growth and with the 

GBP falling, it will increase upward pressure on 

inflation, adding to fear of stagflation 

• Those bad news are already well discounted. Monitor 

the key support at 1.20 

 

Equities. A cyclical bear market is close 

It's hard to imagine that the correction is behind us, 

because companies are warning that results will be affected 

by China's health policy and endless disruptions on 

production and supply chains. Analysts are starting to 

revise downwards earnings growth and as well as margins. 

Once again, a recession in profits does not fit with rising or 

even stagnating indices. 
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S&P 500. Possible rebound toward the resistance, but 

difficult to imagine a breakout. The next support is at 

3,640 

Source: Bloomberg 

 

The Nasdaq is in a bear market with a 30% decline since 

November 2021. Market valuations are obviously lower, 

but not yet cheap. The PER, which went from 42x in 

November 2021 to 24.7x 2022 currently, returned to the 

average (23.6x) of the last 20 years, not lower, while the 

PER spent 60% of its time below this average. The 

Nasdaq/S&P 500 PER ratio has certainly fallen, but it is in 

line with the historical average. Technically, the Nasdaq 

could drop another 20% to 8,850-9,000. 

 

The Tech sector doesn't seem that defensive. Companies 

are feeling the crisis, they are waving red flags and 

announcing spending cuts (marketing, projects) and 

layoffs. Elon Musk suspended his Twitter takeover for 

unclear reasons, although Musk said he wanted to do a 

deeper audit of fake accounts. 

 

With a market capitalization of $2,381 billion, Apple lost 

its 1st place to Aramco with $2,620 billion. Third place 

goes to Microsoft with $1,953 billion. 

 

The war in Ukraine and inflation continue to strain food 

supply chains. Food protectionism is confirmed. After the 

ban of Indonesian palm oil exports, India announced the 

ban of wheat exports, whose major customers are Egypt 

and South Africa. India is also experiencing a historic heat 

wave that could reduce its production by 50%. Serbia 

and Kazakhstan have imposed quotas on grain exports. 

 

The demand for industrial metals is running out of steam. 

LME inventories have been rebuilding for the last 10 

weeks, although their level is still below the 5-year 

average. Mexico has nationalized its lithium, which is set to 

experience a spectacular development; global demand will 

triple by 2030. 

• We see that inflation is beginning to weigh on demand 

• Food and metals protectionism is taking place 

• The proliferation of profit warnings does not bode well 

with increase of stock markets 

 

Equities. Russia gradually cuts off gas taps to 

Europe and NOPEC threat resurfaces 

After Poland and Bulgaria, Gazprom has reduced its gas 

exports to Europe through a gas pipeline, the Brotherhood, 

passing through Ukraine. Gas volumes to Germany 

decreased by 25%; however, these volumes are offset by 

significant flows from Norway and the Netherlands. Europe 

is moving fast to replace its Russian gas.  

 

In 2 months, European reserves have gone from 20% to 

40%. At this rate, Engie thinks there should be enough gas 

for winter 22/23. But European unity is under pressure from 

Hungary, a friend of Putin, who does not want an embargo 

on Russian oil, an embargo which provides for a halt in 

imports of Russian oil within six months and refined 

products, in particular diesel, by the end of 2022. A 

European embargo on Russian oil would be offset in 2 

months by the United States, Norway and the United 

Kingdom. However, this embargo should push prices up in 

the short term. On the other hand, gas is a more sensitive 

subject for Europe with alternatives less easy to find, even if 

American LNG arrives massively.  

 

The countries most affected by a gas embargo would be 

Bulgaria, Hungary, Germany, the Czech Republic, Slovakia, 

the Netherlands, Austria, Romania, Italy and Poland, and 

the less affected France, Portugal, Spain and Belgium. 

 

The peak of US exports to Europe will be this summer with 

1.6-1.7 million barrels/day, i.e. 500,000 barrels/day more 

compared to the same period in 2021. US production will 

accelerate sharply and the Permian Basin (covering an area 

of 220,000 km2 between the States of New Mexico and 

Texas) should produce more than 6 million barrels/day by 

the end of 2022, i.e. 1 million more than in April. In April, 

the US exported 50 million barrels to Europe. 
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Global production in line with demand  

should ease price pressures 

Source: US Energy Information Administration 

 

The war in Ukraine will permanently change the energy 

market. For the moment, it is a Europe-Russia problem, 

but all buyers and producers will soon be concerned. The 

market is totally disrupted and the result will certainly be 

weaker economic growth. Buyer cartels could emerge. 

The rise in energy prices has consequences for the 

purchasing power of consumers. In the United States, the 

price of gasoline at $4.40 per gallon has increased by 

25% since the Russian invasion and by 50% over one 

year. In May 2020, the US gallon was worth $1.9 and an 

average of $2.50 between 2018 and 2020. A shock for the 

American consumer where the car is king. With the 

approach of the midterm elections, Congress is 

mobilizing and has brought out antitrust legislation that 

would make it possible to prosecute the member 

countries of the OPEC+ cartel for collusion. During their 

last meeting, the OPEC+ cartel decided to proceed with 

a very slight increase in their production. And this despite 

repeated US requests to increase production. To increase 

the pressure on OPEC+, the US Congress pulled out of 

drawers an anti-OPEC bill, NOPEC, No Oil Producing and 

Exporting Cartels Act, which was thought to have been 

buried for more than 10 years, potentially opening the 

way to legal action against OPEC. Republicans and some 

Democrats are asking Joe Biden to be tougher with Saudi 

Arabia which is taking the threat seriously, because Saudi 

Arabia is no longer a strategic partner. With $1 trillion in 

investments in the United States, Saudi Arabia would 

have a lot to lose if NOPEC enters in force. Until today, 

US Administrations have always rejected this law, risky in 

political and geopolitical terms, but times have changed. 

• (Geo)political factors favor high energy prices, but 

others could mitigate the pressures (buyer cartels, 

NOPEC, demand shock) 

• We are reducing Energy sector on rising share prices. 

We position our sector allocation with the economic 

cycle, i.e. a reduction in Energy/Metals and a return to 

defensive sectors 

• Our preferences: Cheniere (target $160), Devon Energy 

($75), Marathon Oil ($30), Equinor (NOK 370) 
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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. 

May 16, 2022 

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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