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Certainly, the satisfaction/approval surveys on Biden remain dismal (up to 45% 

from 36%). This would make his re-election unlikely at this point. This counter 

performance had, until the beginning of the summer, clearly rubbed off on the 

party and its electoral prospects in the mid-terms next November. One feared a 

Democratic rout, a totally Republican Congress and a pitiful end of term for 

¨Grampa¨ Biden… 

 

Up to recently, markets have largely focused on the unlikely adoption by 

Congress after mid-terms of Mr. Biden’s campaigned tax increases for large 

corporations and high-income individuals alongside larger tax credits for families, 

not to mention the ¨global minimum corporate tax agreement¨. But, in the 

meantime, the Biden Administration has skillfully multiplied the largesse. 

Moratorium on some student debt, grand misnamed plan “against inflation”, etc. 

Several Democratic States have even distributed financial subsidies to 

households to counter rising energy prices. 

 

The Biden Administration has also been able to avoid making a martyr out of 

Trump. The investigations and accusations against him have multiplied, at a very 

steady pace, with particular care given to establishing ¨objectively criminal¨ facts. 

The latest seizure of classified documents at Mar-a-Lago is the well-orchestrated 

climax, with the support of an FBI that is difficult to accuse of bias. But no judicial 

decision - necessarily contested and questionable - will be taken before the 

Midterms. Trump's image seems to have been affected and so has his ability to 

rally/support his Republican followers. The implicit idea is to convince voters they 

cannot risk a return to a party in the thrall of the former president. 

Political scientists buried Biden prematurely 

His newly aggressive shifts from compromise to combat gives signs of traction 

 

Midterm elections more open than expected 

Democrats are now favored to win the Senate. Some pundits consider that 

Republicans have so far selected ¨weak¨ candidates. Consequently, in the 

possible event of last-minute changes, the latter may have some potential for 

catching up. 

 

Probabilities of the four possible outcomes 

PERFORMANCES  2022 

 EQUITIES  

 MSCI World -20.5% 

 S&P 500 -18.7% 

 Nasdaq -26.8% 

 Stoxx 600 -16.8% 

 SPI -17.7% 

 Nikkei -4.3% 

 China -20.5% 

 Emerging -23.4% 

  

 BONDS  

 CHF Corp  -8.5% 

 US Govt  -11.4% 

 US Corp -15.8% 

 US HY -12.0% 

 EUR Gvt -17.3% 

 EUR Corp -13.9% 

 EUR HY -10.9% 

   

 CURRENCIES  

 USD index +15.0% 

 EURUSD -12.2% 

 EURCHF -6.9% 

 USDCHF +6.1% 

 USDJPY +24.7% 

 EM FX -5.8% 

  

 COMMODITIES   

 Gold -5.7% 

 Silver -17.8% 

 Brent +19.3% 

 Copper -20.4% 

 CRB index +22.3% 

Grampa is in the Resistance 
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Latest Democrats’ rebound has been spectacular 

Source: FiveThirtyEight 

 

Other pundits consider that the late June Supreme Court 

overturn of abortion constitutional rights by a 6 to 3 

majority was the tipping point explaining the change in 

electors’ perception. Actually, massive protests erupted 

outside the Courthouse and in major cities and smaller 

towns across the US.  What is certain is that this ultra-

conservative turn of the Supreme Court has politicized it 

to the extreme. A direct link is made by public opinion to 

Trump's late and highly controversial appointments of 

ultra-conservative judges throughout his term. 

Source: Gallup 

 

According to the latest Gallup poll, only 25% of 

Americans have confidence in the Supreme Court, down 

from 36% in 2021. This current reading is five percentage 

points lower than prior record low.  

No Republican tidal wave in sight for the midterms 

This reduces the risk of a filibuster, a serious institutional 

crisis 

A form of cohabitation, reducing major policy initiatives, 

looms for the end of Biden's term 

• US society is instable and deeply fractured 

• US citizens’ confidence in their institutions keeps 

falling into unprecedented low levels 

• But, thanks to Democrats’ Renaissance, midterm 

elections may not result in a - long-feared - 

institutional crisis 

 

Currencies. Hikes in store 

It has become rote to say that this Fed meeting is amongst 

the most important in recent history. After the crash in the 

wake of the August inflation report, the Fed now finds itself 

facing a market that is pricing a small probability of a 

gargantuan 100bps rate hike, on the heels of two 75 basis 

point moves. Coming after the upward surprise from 

August consumer inflation, it is remarkable that inflation 

expectations remain so well-anchored. Consumers inflation 

expectations over the next year dropped to 4.6% from 

4.8% in August, marking the lowest reading in 12 months. 

Longer-term expectations over the next 5-10 year horizon 

also inched down to a 14-month low of 2.8%. These 

readings are consistent with the Fed's Survey of Consumer 

Expectations, and they suggest to at least some extent 

consumers are unfazed by the persistently high level of 

inflation. 

 

So, the Fed is likely to raise rates another 75 bps, bringing 

the funds rate to 3.25%, well into restrictive territory. This 

meeting will also include an update to the summary of 

Economic Projections. The dots should indicate a 4% 2022 

Fed Funds target and a 4.5% terminal rate in early 2023. 

This should have the effect to delay the market expected 

pivot. The Fed will signal restrictive rates through all of 

2023 and most of 2024, even if it looks unrealistic if 

economic activity disappoints. Fears of restrictive monetary 

policies-induced recession continue to grow. The market is 

sending a clear message. The US 2y-10y yield curve is 

approaching decade lows, cyclical equities are sharply 

lower on the month, while credit and sovereign spreads are 

also widening. All this weighs on the growth-sensitive 

currencies. 

 

Cyclical indicators 

Source: Bloomberg 
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The UK inflation dipped to 9.9% in August from 10.1% in 

July, to deliver its first decline in nearly a year. The 

pullback, while largely expected, was bigger than 

expected and reflected the softening in August fuel 

prices (-7% m/m). Alone, this reduced the headline 

inflation, but was offset elsewhere, particularly for core 

items and food. So, the overall moderation was much 

less. The absence of another upside inflation surprise 

takes a bit of pressure off the Bank of England (BoE) to 

move more aggressively.  

 

The new Prime Minister Liz Truss just announced an 

energy support package to households, capping the 

yearly energy bills at £2’500 from October and for 2 

years. This limits the planned increase of 80% in energy 

costs down to an estimate of 27%. This could lead 

inflation lower in the near-term and makes a 75bps hike 

less likely. 

 

So, the BoE should hike its key rate by another 50bps to 

2.25%. Markets are pricing 65-70bps of rate hike. The 

BoE has tended to surprise to the dovish side at recent 

meetings given its negative growth outlook. The latest 

reports on economic activity reveal that growth is still 

decelerating, while labor market trend has also softened. 

Finally, the BoE was the 1st G10 central bank to anticipate 

a recession in Q4 2022 at its last meeting, when it had 

already used a much more accommodative monetary 

policy scenario - than the market – as an input. 

 

The BoE will repeat its message of a meeting-by-meeting 

approach, effectively eliminating forward guidance like 

both the ECB and the Fed. Considering recent 

developments, the BoE will hike by 50bps in September, 

November, and December. 

• The BoE should highlight the gloomy UK economy 

growth outlook. Government bonds will be supported 

• With BoE tightening set to lag the Fed, the ECB and 

fall short of market expectations, it will trigger a new 

GBP downside move. It would take the US economy 

to experience a recession and the Fed to end its 

tightening cycle for a GBP rebound 

 

Currencies. Will the SNB be left behind? 

The SNB quarterly meeting is coming. The Swiss National 

Bank has to decide on its next step after the jumbo ECB 

hike according to its President Thomas Jordan. He said 

that the ECB 75bps hike was not fully surprising. He 

played down the impact of this move on the SNB and the 

CHF, suggesting that even a 100bps hike would not have 

created difficulties. He added that exchange rates are 

playing a role in inflation and when key central banks act, 

this helps the SNB. Furthermore, the strong CHF stays the 

main factor why inflation stays relatively low. But with 

inflation above target and edging higher to 3.5%, the SNB 

is expected to follow up its surprise June 50bps rate hike 

with another 50bps hike on Wednesday. 

 

Real Effective Exchange Rate (REER) 

Source: Bloomberg 

 

• The CHF will remain strong. After President Jordan 

reiterated that a strong currency is useful in fighting 

high inflation, the Bank is unlikely to push back against 

the CHF strengthening 

• Given the SNB recent hawkish shift, EUR/CHF 

permanently below 0.95 would not be a problem 

 

Currencies. Doubts about Japanese interventions 

The Bank of Japan made a surprising come back on the 

international front ahead of its monetary policy 

announcement next Thursday. The BoJ should reaffirm its 

ultra-loose stance. The deposit rate is expected to stay at -

0.1% with the yield curve control policy still targeting a 10-

year government yields at 0% +/- 25bps. In July, the BoJ 

repeated that it would not hesitate to add new easing 

measures if required. Governor Kuroda warned that raising 

rates was not on the table and had no intention to amend 

its yield target. The Bank is not likely to alter its policy until 

it is convinced that the rise in inflation is sustainable. 

 

The JPY is the worst performing developed currency this 

year. The key driver remains policy divergence and yield 

spread. The correlation between the spread and the 

currency has remained very high. With Japanese yields 

stuck close to zero, the USD/JPY has moved higher driven 

by higher Fed Funds and long-end yields. With all other 

developed market central banks hiking rates as well, 

divergence has also weakened the yen against all other 

currencies.  
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USD/JPY and US-Japan 10-year yield spread 

Source: Bloomberg 

 

The JPY decline has recently become a source of concern 

for Japanese policymakers. The pace of its decline over 

the last 6 months has been significant. It has weakened 

by c.20% vs. the USD. The yen has only depreciated at a 

comparable pace twice since 1980 (2012 and 1985). 

 

Finance Minister Suzuki said that sudden JPY moves are 

not desirable. BoJ Governor Kuroda added that the rapid 

yen weakening is undesirable. Vice Finance Minister 

Kanda announced that the government is ready to take 

the necessary measures in the currency market. Finance 

Minister Suzuki echoed Kanda by not ruling out any 

measures if current FX trends continue, including 

intervening in the markets. The BoJ is also monitoring the 

FX market, which was interpreted as a potential step 

toward intervention. However, it should remain only 

verbal interventions. 

 

BoJ interventions 

Source: Bloomberg 

 

It is not impossible that the Japanese will intervene, but 

such a move would be against G10 protocols. 

Furthermore, any intervention would be more likely to 

succeed if it came as a surprise rather than being 

telegraphed. Unilateral intervention has not always 

proved successful, with joint intervention viewed as 

having more impact. Whilst joint action may be more 

likely to work, US Treasury Secretary Yellen has set the 

bar high for any such measures. In mid-July, she said that 

currencies should be market-determined and only in rare 

and exceptional circumstances intervention is warranted. 

 

Other options would be a change in the Fed restrictive 

tone or the BoJ accommodative one. Both seem unlikely 

for the coming months. 

• The official comments appeared effective to protect the 

USD/JPY 145 ceiling. This should temporarily stabilize 

the currency 

• The probability of actual intervention is low. Too early 

to reload some JPY 

 

Energy transition. Hydrogen, the future of Europe 

In her last speech on the energy crisis, Ursula von der 

Leyen announced the creation of the European Hydrogen 

Bank with an investment capacity of 3 billion euros. 

Specialists consider that hydrogen is becoming a key 

energy for a successful energy transition. 

 

Hydrogen could be a game-changer for Europe, while the 

lithium-ion battery market is the preserve of Asia (90% of 

global production) and China in particular (60%). Europe 

must move from a niche market, rather industrial, to a mass 

market, and double the objective of producing green 

hydrogen with 10 million tons of renewable/green 

hydrogen each year by 2030. 

 

Today, 95% of global hydrogen production comes from 

fossil fuels (grey hydrogen). The share of hydrogen in the 

global energy mix stands at 1% and is estimated by the IEA 

at 13% in 2050. Energy storage in the form of hydrogen 

makes it possible to compensate for the intermittency of 

renewable energies (wind and solar). 

Source: Irena 
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The RePowerEU plan details the ambition on hydrogen. It 

provides for the use of 20 million tons of green hydrogen 

by 2030, half of which produced in the European Union. 

Hydrogen should account for 15% of energy 

consumption in 2030. In 2050, if we want to achieve 

carbon neutrality, hydrogen could represent 20% of the 

energy mix. The use of green hydrogen will be 

destinated mainly for industry (78%), chemicals, steel, 

cement, heating, and transport (6%). Imports will be 

made by pipeline for hydrogen and by ship for ammonia 

(liquid hydrogen below -33°C). 

 

European hydrogen production will lead to investment 

needs of between 335 and 471 billion euros. To this will 

be added 28-38 billion for pipelines, 6-11 billion for 

storage and import terminals. 

 

The largest green hydrogen production and storage 

projects in the world are: 1) storage of 300 GWh in the 

State of Utah, 2) production in Hydrogen City in southern 

Texas with a capacity of 60 GW and capacity of storage 

of up to 6 TWh of energy, 3) Neom in Saudi Arabia and 

operational in 2026 for an amount of $5 billion. 

 

Future Neom green hydrogen (ammonia) production site 

Article from the review Transitions & Energies. Battery-

powered and hydrogen fuel cell electric cars have multiple 

drawbacks. The cost, the use, the autonomy, the 

infrastructures, the strategic raw materials, the destruction 

of an existing industrial tool. Therefore several car 

manufacturers are now working on the conversion of 

internal combustion engines for the direct use of green 

(carbon-free) hydrogen instead of gasoline or diesel. The 

sale of new thermal engine vehicles will be banned in 

Europe in 2035, if the countries of the Union ratify the vote 

of the European Parliament. But not all manufacturers are 

ready to abandon a motorization which has been making 

progress for a century and a half and continues to do so 

and which is very easy to use. It also has the huge 

advantage for them of using existing production 

equipment. It also allows rapid recharging, autonomy, and 

an ability to meet high power needs without equivalent 

today in the world of electricity. Hydrogen can also be used 

as fuel instead of gasoline or diesel, subject to several 

modifications, by a combustion engine. A few 

manufacturers are working on the subject, such as Porsche, 

BMW, and Toyota. 

 

On the stock market, it is still too early to define the big 

winners of hydrogen and above all difficult to value them. 

We know some pure games in fuel cells, but we also must 

play the whole infrastructure, and, for many companies, the 

hydrogen activity is still (very) small. We are at the 

beginning of the process of hydrogen development. Major 

oil groups, Shell, TotalEnergies, participate. 

 

Hydrogen ETFs underperformed.  

Outperformance of Plug Power and Bloom Energy 

Source: Bloomberg 

 

It is "easier" to buy pure players on hydrogen fuel batteries 

with Plug Power, Ballard Power, or Bloom Energy. 
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Some companies that integrate recent Hydrogen ETFs 

 
 

Plug Power is a leader in hydrogen fuel cells. According 

to the IEA, the strong demand for lithium for electric 

vehicle batteries is expected to be under severe strain as 

early as 2025 due to insufficient supply. These prospects 

are reviving interest in fuel batteries. The US Inflation 

Reduction Act plan will promote the entire energy 

transition sector, including hydrogen. Analysts predict a 

profitable company as early as 2023 with an operating 

margin of 17.5% in 2025; sales should reach $3 billion 

($500 million in 2021) in 2025. Bloom Energy is a US 

company active in the production of electricity based on 

solid oxide batteries, intended for businesses. The 

applications are mainly stationary. Investing in Bloom 

Energy is risky but can yield (very) big returns. 

Source: Bloomenergy 

 

• The energy crisis is accelerating the green energy 

transition 

• Strong long-term growth potential for hydrogen 

• For the moment, the stock market performance of 

hydrogen is disappointing 

• Lack of visibility to buy the hydrogen theme globally 

and not enough pure players 

• Prioritize fuel batteries for the time being: Plug Power 

and Bloom Energy  
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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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