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EXECUTIVE SUMMARY

In this mid-year publication, we review the first half of

The second half likely to be more challenging for

2021 and analyse some current key economic indicators

financial markets

before outlining the asset allocation that we recommend
for the second half of the year.

Financial markets have been rewarding so far this year,
mainly thanks to the contributions of equities, emerging

The economy is largely recovering as expected

market debt and high-yield bonds. Volatility has also
been trending lower in a context of strong appetite for

Eighteen months after the onset of the Covid-19

risk assets. The quarters ahead, however, are likely to

pandemic, the global economy is experiencing its most

produce more modest returns for the portfolios and the

robust post-recession recovery since World War II. The

risks of higher volatility are rising. In view of elevated

rebound is, however, very uneven across countries, as

inflation risks and our expectations of higher bond yields,

major economies are faring much better than many

our fixed-income exposure has an overall low duration

developing ones. Some countries have nearly lifted all

risk and a very underweight allocation to investment-

their restrictions while others remain constrained by a

grade bonds. We still believe that it is too early to go

resurgence of Covid-19, or by the fast spreading of the

into an overly defensive mode, hence our significant

Covid-19 Delta variant. According to the World Bank,

exposure to risk assets. The markets’ focus will continue

global growth is expected to accelerate to 5.6% this year,

to be on inflation risks and on the Federal Reserve’s

in large part thanks to the strength of the US and China.

communication as to how and when they will start to

The level of global GDP in 2021 is still expected to be

withdraw some of their support to the markets. Were

around 3.2% below pre-pandemic projections, despite this

high levels of inflation to persist, the pressure on the Fed

year’s recovery. For the remainder of the year, the outlook

will only keep increasing and markets could lose some of

looks favourable for the US and for Europe but more

their serenity.

complicated for the Asian region.
We maintain a dynamic positioning of the portfolios
Fiscal stimulus continues to be supportive
Our portfolio positioning remains dynamic with an
Monetary support has reached its peak, but it is

overweight towards equities, a low level of cash and a

still massive, however fiscal support will continue to

fixed-income allocation which is focused on emerging

significantly impact economies in the years ahead. As in

market debt, high yield credit and convertible bonds.

the case of vaccine rollouts, fiscal support has been very

Our equity allocation is well diversified across investment

uneven across the different regions and the recovery is

styles, regions, and market capitalisations. Our

set to be unequal between countries, with developing

assessment is that European and UK equities still offer

economies forecasted to take longer to regain their

significant catch-up potential, and we are also confident

pre-pandemic activity levels. Advanced economies have

about the capacity of our Japanese equity exposures to

already benefited from much larger fiscal packages and

bring worthwhile contributions to the portfolios in the

they will continue to do so in the future. In Europe, the

quarters ahead. The main driver of credit performance

recovery plan is significant in size, while the different US

will be carry as further spread compression will be limited,

relief bills have already amounted to more than a quarter

and we expect convertible bonds to perform better, in

of US GDP. An additional $1.2 trillion US infrastructure

relative terms, than during the first semester.

bipartisan plan is on the brink of being approved, while

In the next section of the document, we will evaluate the

a separate bill designed to fund key Democrat priorities

macro environment and the prevailing financial conditions

could also be pushed through the reconciliation process.

by highlighting several key indicators that we observe.

All this to say that fiscal stimulus is far from being

Following a brief overview of the first half returns of the

exhausted.

different asset classes, we will outline our current market
outlook and asset allocation.
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THE MACRO ENVIRONMENT
WORLD ECONOMIC GROWTH
The rebound of the global economy is strong but uneven

of ongoing massive fiscal stimuli, whereas the withdrawal
of government support is negatively impacting other

Eighteen months after the onset of the Covid-19 pandemic,

countries. According to the World Bank, global growth is

the global economy is experiencing its most robust post-

expected to accelerate to 5.6% this year, in large part thanks

recession recovery since World War II. The rebound is,

to the strength of the US and China. The level of global

however, very uneven across countries, as major economies

GDP in 2021 is still expected to be around 3.2% below pre-

are faring much better than many developing ones. In view

pandemic projections, despite this year’s recovery. For the

of very contrasting levels of vaccination, some countries

remainder of the year, the outlook looks favourable for the

have nearly lifted all their restrictions while others are

US and for Europe but is more complicated for the Asian

constrained by a resurgence of Covid-19. The levels of

region. The outlook beyond 2021 could quickly deteriorate

fiscal support are also very divergent, with additional plans

were the pandemic to become more persistent or if financial

being discussed in the United States, for example, on top

conditions were to change drastically.

GDP GROWTH
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Note: AEs = advanced economies; EMDEs = emerging market and developing economies. Aggregate growth rates are calculated using GDP weights at average 2010-19 prices and market

The chart above shows the contributions to global

8.5% this year and the US by 6.8%, thanks to massive

growth from 2015 to 2019, this year and in 2022. For

fiscal support and a widespread vaccination. Growth

2021, the United States and China are each expected to

among emerging market and developing countries is

contribute a quarter of global growth which is expected

expected to accelerate to 6% in 2021, but excluding

to reach 5.6%. China’s economy is expected to grow by

China, this growth drops to a more modest pace of 4.4%.

FISCAL SUPPORT REMAINS A KEY DRIVER OF THE ECONOMY

Last year’s very quick response from central banks

pre-pandemic activity levels. Advanced economies

and governments to the stress in financial markets was

have already benefited from much larger packages and

unprecedented in size, and critical to provide supportive

they will continue to do so in the future. In Europe, the

conditions for the rebound of the global economy.

recovery plan is significant in size and in structure, while

Whereas monetary support has reached its peak, it is

the different US relief bills have already amounted to

still massive, however fiscal support will continue to

more than a quarter of US GDP. An additional $1.2 trillion

significantly impact economies in the years ahead. As in

US infrastructure bipartisan plan is on the brink of being

the case of vaccine rollouts, fiscal support has been very

approved, while a separate bill designed to fund key

uneven across the different regions and the recovery is

Democrat priorities could also be pushed through the

set to be unequal between countries, with developing

reconciliation process. All this to say that fiscal stimulus

economies forecasted to take longer to regain their

is far from being exhausted.
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THE EU RECOVERY PACKAGE
EU
RECOVERY AND RESILIENCE FACILITY
EUR 723.8 billion
338.0 in grants
385.8 in loans
POWER UP

N G
EU CONTRIBUTION
TO OTHER PROGRAMMES
EUR 83.1 billion
REACT-EU

MODERNISE

Clean technologies and renewables

€806.9

RENOVATE

JUST TRANSITION FUND

billion

SCALE UP

RURAL DEVELOPMENT

processors

INVESTEU

RECHARGE AND REFUEL

RESKILL AND UPSKILL

Sustainable transport and charging
stations

Education and training to support
digital skills

HORIZON EUROPE
RESCEU

CONNECT

The EU’s recovery package, called NextGenerationEU,

and investments across the different EU member

is significant
and represents an important
milestone
With a budget of EUR 806.9 billion,
Part of the funds – EUR 338.0 billion – will be

countries; the objective of this
program is to transition
• rescEU

in terms of European economic policy integration.
EUR 385.8 billion – will be used

towards
a greener, more digital, and more resilient EU.
• the Cohesion policy

NextGenerationEU (NGEU) has a total budget of €806.9

The allocation will ensure that the more vulnerable

billion
help
repair the
and social damage
Theto
centrepiece
of NextGenerationEU
is theeconomic
Recovery

countries
will
• the Just Transition
Fundreceive the stronger support; Greece will

providing grants and loans to support reforms and
caused
by the
in the Eurozone.
investments
in the coronavirus
EU Member States at a pandemic
total

avoid placing immediate pressure on Member States’
be
largest
netFundrecipient
of support (equivalent to
• the the
European
Agricultural
for Rural

This support should be disbursed between 2021 and

approximately
17% of 2020 GDP), but Portugal, Spain
• InvestEU

2024. To finance NGEU, the European Commission

and Italy will also receive sizeable fiscal support. Several

can raise up to €750 billion of supranational debt

other EU programmes (transition to climate neutrality,

existing EU programmes

NextGenerationEU will help repair the immediate

• Horizon Europe

to provide loans from the EU to individual Member

and Resilience Facility – an instrument for
value of EUR 723.8 billion.

Development

9

8

on the capital markets on behalf of the European

support to farmers, research, …) will also be reinforced

Union, a huge step towards a common fiscal tool. The

to the tune of € 83.1 billion. In macroeconomic terms, the

Recovery and Resiliency Facility, adding up to €723.8

total financial support represents almost 5% of euro area

billion, will provide loans and grants to support reforms

GDP, a significant boost for the Eurozone economy.

LEADING INDICATOR

PURCHASING MANAGER INDEXES
70
60
50
40
Markit U.S. Manufacturing PMI
Markit U.S. Services PMI
Markit EZ Composite PMI
Markit EZ Services PMI
Caixin China PMI Manufacturing PMI
Caixin China PMI Services PMI

30
20
10
Jun-19

Sep-19
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Mar-20

Jun-20

Sep-20

Dec-20

Mar-21

Jun-21
Source: Bloomberg LP

The chart above shows the spectacular rebound of

lockdowns, which totally closed several sectors. This

Purchasing Manager Indexes (PMIs), following last year’s

was particularly the case in Europe and the Eurozone

plunge to levels which had never observed previously.

Services PMI did not start to truly recover until March

Global manufacturing activity has proven to be very

2021 as restrictions were gradually lifted and the vaccine

resilient throughout the pandemic; Manufacturing PMIs

rollout accelerated. The chart also indicates clearly how

quickly regained, and retained, their pre-pandemic levels.

much less China’s activity levels were affected by the

In contrast, Services PMIs were much more affected

pandemic compared to the US and Europe.

by the very restrictive measures, including repeated
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FINANCIAL CONDITIONS
THE MONETARY SUPPORT OF CENTRAL BANKS HAS PEAKED
There is no doubt that the unprecedented emergency

end of the third quarter and to start gradually reducing its

stimulus provided by central banks has been the main driver

purchases at the beginning of 2022. The People’s Bank of

of financial markets’ performance since their meltdown

China has already reduced the levels of its monetary stimulus

in March 2020. We are now entering a new phase as we

amid concerns about debt and risks of asset bubbles, even

observe a more definitive shift away from peak support. Many

though interest rates have not been hiked yet. The central

central banks are starting to withdraw part of their stimulus

banks of Brazil, Turkey, Russia, Mexico, Hungary, and the

or, at least, preparing for it. At its recent June meeting,

Czech Republic have already hiked interest rates this year,

the Federal Reserve indicated that most of its members

whereas those of the U.K., Canada, Norway, Sweden South

now expect interest rate hikes to begin in 2023, with seven

Korea, and New Zealand are moving closer to a pullback. In

members even expecting a rate increase in 2022. Before

contrast, the ECB and the BOJ have maintained their very

that, the Fed will have to explain when and how it will begin

accommodative stance and are likely to err more cautiously

reducing its asset-purchase program. Markets are currently

than their counterparts.

expecting the Fed to outline its tapering roadmap by the
$ Trillion
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The chart shows that the balance sheets for G-10

central banks to wean markets off cheap liquidity and,

central banks grew by $11 trillion between February

even if the change of policy is expected to be slow,

2020 and May 2021; it had taken a period of 8 years

policymakers will have to tread very carefully to avoid

following the 2008 global financial crisis to reach

upsetting them.

a comparable growth. It will be a big challenge for
INFLATION HAS MADE A COMEBACK
5.5%
U.S. headline CPI
U.S. Core PCE
EZ headline CPI
China CPI

4.5%
3.5%
2.5%
1.5%
0.5%
-0.5%
Jan-17

Jul-17

Jan-18

Jul-18

Jan-19

Jul-19

Jan-20

Jul-20

Jan-21

Jul-21

Source: Bloomberg LP

The chart shows that recent inflation data has spiked.

over whether this rise of inflation is transitory or will

In the US, inflation has accelerated to its fastest pace

prove to be more structural is the hottest topic in the

in more than 12 years and has been well above market

markets currently and, with central banks talking down

expectations. In Europe, inflation is also picking up but

the risks of persistent inflation, a potential error of

is much less concerning than in the US. The debate

monetary policy is not to be excluded.
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GOVERNMENT BOND YIELDS
1,8%

1,2%

0,6%
10-year UST

10-year Italy

10-year UK

10-year Germany

0,0%

-0,6%
Jan-21

Feb-21

Mar-21

Apr-21

May-21

Jun-21

Jul-21
Source: Bloomberg LP

The yields of G-7 sovereign bonds have stabilized after rising

degree, on Bunds as the European Central Bank was more

since the beginning of the year, at times significantly. Long-

pro-active in pushing back against higher yields; the ECB

term US yields initially rose at a fast pace on the prospect

effectively stepped up the weekly pace of its emergency

of higher levels of federal spending and rising inflation

bond-buying programme to rein in the rise of Eurozone bond

expectations, in a context of rebounding economic growth.

yields and to reassure investors of its ongoing support. It

10-year Treasury yields thus moved from 0.9% to 1.8% during

is also interesting to note that 10-year Eurozone peripheral

the first quarter and have since settled around a level of 1.5%.

spreads have ended June around end-2020 levels, in the case

A similar trend was observed on UK gilts and, to a lesser

of Spain and Portugal, and even lower for Italy and Greece.

BONDS’ SPREADS
HIGH YIELD AND EMERGING MARKET DEBT SPREADS

3,7%
U.S. High Yield
Emerging Market debt
European High Yield

3,5%

3,3%

3,1%

2,9%

2,7%
Jan-21

Feb-21

Mar-21

Apr-21

May-21

Jul-21

Jun-21

Source: Bloomberg LP

As shown in the chart above, high yield spreads on both

US high yield investment universe. One can also observe

sides of the Atlantic have continued to decline consistently

that the pace of spread tightening is now flattening out as

in 2021. In fact, one can affirm that the asset class has

the potential for further compression appears limited.

proved to be largely immune to any kind of negative news,

Emerging markets sovereign debt has also proved to be

and its levels of volatility, both realized and implied, have

resilient, but spreads have tightened only modestly. The

also trended lower. The ongoing search for positive yields,

rise of US Treasury yields has been a significant headwind

the support from the accommodative policies of the main

for the asset class, especially as its level of duration is quite

central banks and a favourable demand/supply balance

high. In contrast, higher-yielding hard currency emerging

have been the main drivers of performance for high yield

market corporate debt has performed much better, thanks

bonds; the rally of oil prices has also boosted the balance

to its higher level of carry and lower risk of duration.

sheets of US energy companies, a significant portion of the

5
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THE MACRO ENVIRONMENT/FINANCIAL CONDITIONS: CONCLUSIONS
The economy is largely recovering as expected and

remained calm in view of fast-rising inflation data

the outlook for the global economy looks bright

and tight credit spreads reflect favourable financing

despite ongoing concerns about the fast spreading of

conditions for issuing companies. The European

the Covid-19 Delta variant. There are also concerns in

Central Bank has shown its willingness to remain

view of the very different speeds of vaccination across

very accommodative and does not appear ready

regions, and Asia is faring less well than Europe and the

to change course yet. For the Federal Reserve, the

United States in this regard. Compared to last year, the

end of the summer will be more delicate as investors

risk of more lockdowns has decreased thanks to the

will be scrutinizing all communications relative to an

vaccine rollout; lower hospitalization and death rates

upcoming tapering. The US central bank will have to

should incite governments to refrain from intervening

tread carefully to avoid upsetting markets which are

as much as before and to focus on supporting

hooked on cheap liquidity. The trend of inflation could

economic activity. The accumulation of extraordinary

also determine whether the Fed will be successful in

savings and the reopening of the economies have

assuaging market concerns. Fiscal support continues to

resulted in some sectors struggling to satisfy booming

be deployed and will underpin the economic recovery,

demand, in part due to supply bottlenecks and to

in the United States and Europe in particular. The

low inventory levels. This situation has also triggered

ending of certain furlough schemes could present a

a spike of inflation, due to the combination of base

challenge as many people remain on state aid and as

effects and choke points in global supply chains. The

companies may decide that they cannot afford to keep

supply side should gradually catch up and reduce

workers presently on furlough.

ongoing pressures in certain sectors.
In conclusion, the economy should continue to perform
Financial conditions remain very supportive for financial

well in the quarters ahead. Financial conditions remain

markets even if peak monetary support has been

accommodative and significant fiscal support will also

reached now that many central banks are preparing

continue to play a major supportive role.

for a new phase of their policies. Bond markets have

6

INVESTMENT PERSPECTIVES 2021 - MID-YEAR REVIEW

FINANCIAL MARKETS
End 2020

May 2021

June 2021

MTD

2021

EQUITIES
S&P 500
Euro Stoxx 50
MSCI EM

3’756.1

4’204.1

4’297.5

+ 2.2%

+ 14.4%

3’552.6

4’039.5

4’064.3

+ 0.6%

+ 14.4%

1’291.3

1’376.2

1’374.6

- 0.1%

+ 6.5%

YIELDS
UST 10-year
Bund 10-year
BBB EU

0.92%

1.60%

1.47%

- 13bps

+ 55bps

- 0.57%

- 0.19%

- 0.21%

- 2bps

+ 36bps

0.4%

0.78%

0.71%

- 7bps

+ 27bps

CURRENCIES
EUR/USD
USD/CHF
EUR/CHF
USD/JPY
GBP/USD
COMMODITIES
CRB Index
Oil, WTI
Gold

1.222

1.223

1.186

- 3.0%

- 2.9%

0.885

0.899

0.925

+ 2.9%

+ 4.5%

1.081

1.099

1.925

- 0.2%

+ 1.5%

103.3

109.6

111.1

+ 1.4%

+ 7.6%

1.367

1.421

1.383

- 2.7%

+ 1.2%

167.8

205.7

213.4

+ 3.7%

+ 27.2%

$ 48.5

$ 66.3

$ 73.5

+ 10.8%

+ 51.5%

$ 1’898

$ 1’907

$ 1’770

- 7.2%

- 6.7%

A strong performance of equity markets during the first

US Treasury yields have stabilized following their first-

semester

quarter spike

Following a hesitant month of January, most equity

Government bond markets experienced an eventful first

markets have performed very well in the first half of 2021

quarter as long yields moved significantly higher. This was

and produced double-digit returns on average. Equities

particularly true for US Treasuries as 10-year yields doubled

have been underpinned by spectacular first-quarter

to briefly trade above the level of 1.80%. The rise of inflation

earnings and upwards revisions for the remainder of the

expectations, due to base effects, extensive fiscal stimulus

year. These strong corporate results have contributed

and spending catch-up potential, was the main driver of

to reduce next-twelve-month P/E valuations despite

this trend; long-term US yields then declined during the

higher equity prices. China and the whole Asian region

second quarter to end June at 1.47%. Similar trends were

have lagged somewhat whereas European equities have

observed in European sovereign debt markets even if

performed well, in part thanks to cyclical sectors such

not necessarily at the same time as for US bond markets.

as banks and autos. In the US markets, value stocks and

The trends of high-yield credit and emerging markets’

small caps have outperformed, even if some of their

bonds have been very positive with spreads consistently

early-year outperformance has been clawed back recently

tightening and volatility levels continuing to decline.

by growth stocks; the energy sector has been the big
year-to-date winner, followed by financials, while defensive
sectors including utilities and consumer staples have
underperformed significantly. In contrast to what was
observed in 2020, the mega-caps in the Technology and
Communications sectors have produced mixed returns
year-to-date, with companies such as Apple, Amazon, and
Tesla lagging the broad indices.
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Most major FX crosses are close to their early-year levels

A strong rally for most commodities

The major currencies have ended June with limited

The rally of commodities has been extended through 2021

changes, except for a weaker Japanese yen, even if

as a wide range of commodities have seen their prices

different intra-period trends have been observed. For once,

rise significantly. Oil prices have continued to appreciate

the British pound has been the strongest major currency

at a fast pace thanks to higher demand from reopening

on the back of less Brexit-related uncertainty and a speedy

economies and the production discipline of OPEC+

vaccine rollout. The US dollar also appreciated against

countries. The prices of industrial metals have also climbed

most other currencies, except versus some commodity-

thanks to a significant pick-up of demand led by the global

related ones. Against the euro, the dollar strengthened

energy transition to decarbonization, battery technology,

during the first quarter from a EUR/USD parity of 1.221 to

a rebuild on inventories and widespread infrastructure

1.172 before erasing all its gains. The perception of a less

programs. Precious metals have had a tougher time, with

dovish Federal Reserve following its June meeting has

gold ending the first half in negative territory. The rise

seen the dollar appreciate again, to end the first half at a

of real interest rates and a stronger dollar, in a risk-on

parity of 1.186 against the euro.

environment, represented the main headwinds for the
price of gold, even if a rally in May temporarily brought it
back to its end-2020 levels.

8
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MARKETS’ OUTLOOK
The credibility of the Federal Reserve is increasingly at
risk

Inflation will continue to be the key issue for markets
After many years when deflation risks were at the

The outcome of the June meeting of the Federal

forefront of many central banks’ main concerns, inflation

Reserve took the markets by surprise. The anticipated

has now become the key issue. The combination of

timing of an initial interest rate hike was moved forward,

significant base effects, pent-up demand, the rebuilding

with two hikes now expected in 2023 versus zero

of inventories and supply bottlenecks has propelled

previously. Following months of insistence that inflation

inflation to levels not observed for a long time. Inflation

would be transitory only, the Fed appears to start having

concerns have been mainly focused on the US but

some doubts and has expressed concerns that higher

building inflation pressures elsewhere would present a

realized inflation could impact inflation expectations.

bigger headwind for markets. It is far too soon to draw

Markets have not really challenged the Fed’s view so

any conclusions on whether these inflation pressures

far, especially the bond markets recently, but this could

will persist or prove to be transitory only, but they

change were the Fed to make an error of communication

will continue to be one of the main drivers of market

or to taper too abruptly. The early-year sudden spike

behaviour in the near term. The ability of companies

of long-term bond yields was a reminder of how fast

to keep producing better-than-expected earnings is

things can change, so investors will be hoping that the

another key factor for equity markets’ ability to build on

Fed will not lose its nerve and its grip over the markets.

their year-to-date gains. Profits have been spectacular

Concerns over the policy of the European Central Bank

and well above analysts’ expectations so far this year.

are much less pronounced, at least for the time being,

The ongoing rally of equity markets would clearly be

and its president, Christine Lagarde, is clearly following

threatened were this trend to be reversed.

the roadmap of her predecessor, Mario Draghi.

DEBT INSTRUMENTS
G-7 sovereign debt yields are likely to move higher

some tapering of their purchase programs soon. We
therefore still consider investment grade bonds to be

We would expect G-7 sovereign debt yields to gradually

an unattractive asset class due to its lack of income, its

rise in an environment where economic growth is

expensive valuations, and its high duration risk. We much

rebounding strongly and where the risk of persistent

prefer credit risk to duration risk, hence our overweight

higher inflation poses a real threat. Also, the recent

in high yield credit and emerging market debt which

shift of the Federal Reserve is a clear indication that

continue to offer better value, even if the potential for

central banks will be cautiously preparing markets for

further spread tightening is limited from now on.

9
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EQUITIES

Still some upside potential for equities but the road

this concerns value sectors essentially. We still favour an

could get more bumpy

extension of the value trade but do not neglect growth
stocks as many businesses will continue to benefit from

Our outlook for equity markets remains constructive

sustainable long-term growth trends.

even if a lot of positive news is already discounted

The challenge of building truly diversified portfolios

and if expensive valuations leave little room for error.

means that it has become even more important to

Compared to 2020, when investment style trends were

look for lower correlations within each asset class. For

very entrenched, 2021 is proving to be much more

equities, this is reflected for example by our exposures

prone to sudden market rotations. There have already

to frontier markets, to Japanese equities and to real

been some significant corrections in terms of sectors,

assets. These parts of the markets are obviously not

themes, and market capitalisations this year, even if

totally uncorrelated, but they do tend to have a different

broad indices continue to print new records. Also, if the

behaviour thanks to differentiated performance drivers.

prices of certain stocks have risen significantly, they have
not rerated much; this is largely due to the very strong
rebound of earnings from previously depressed levels and

FX

Difficult call on the US dollar

supportive for the greenback, whereas the structural

The Federal Reserve’s recent hawkish pivot has

twin deficits, an expensive valuation and international

contributed to push the US dollar higher again. There

diversification away from the dollar represent headwinds.

are arguments on both sides for the dollar which could

Our allocation to the dollar for non-USD portfolios

well cancel themselves out in the short to medium term.

remains underweight.

Higher US growth and a more hawkish Fed are clearly

10
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ASSET ALLOCATION 2ND HALF 2021
CASH (2%)
Underweight
The allocation to cash is underweight. The low level of
cash reflects a dynamic positioning of the portfolios
in a context of rebounding economic growth, strong
earnings as well as ongoing monetary and fiscal support.

performance. The decision not to roll the Put spread
which expired in January has been validated by the
strong year-to-date uptrend of equity markets. Amongst
changes implemented within portfolios in 2021, we
added an exposure to UK equities, a very undervalued
region to other developed markets, as well as a new
position in metal mining stocks. These miners should
be supported by strong demand emanating from the
production of electric vehicles, battery technology,
infrastructure spending and a transition towards

DEBT INSTRUMENTS (31%)

sustainable energy.

Underweight

In relative terms, we believe that European and UK

Our allocation into debt instruments is currently
underweight compared to neutral at the beginning of
the year. We trimmed some of the unconstrained funds,
which offer only limited upside, and sold a short duration
credit fund to finance the increase of equities. Our
exposure to investment-grade bonds has remained very
underweight in view of duration risk and low or negative
yields, and our allocation to this part of the market is

equities still offer significant catch-up potential due to
a combination of lower valuations, improving economic
conditions and strong ongoing monetary and fiscal
support. We are also confident about the capacity of
our Japanese equity exposures to bring worthwhile
contributions to the portfolios. Our main message is
that our equity allocation remains well diversified across
regions, investment styles and market capitalisations.

mainly justified by portfolio construction purposes.
Our preference for emerging market corporate debt,

COMMODITIES (3%)

high-yield bonds and senior secured loans has served
the portfolios well this year in the light of their positive

Neutral

contributions. As anticipated in our base case scenario,
credit spreads have continued to tighten and carry

Our direct exposure to commodities consists of physical

has more than compensated for the negative impact

gold only. The main reasons for this holding are portfolio

of higher risk-free rates, especially as the high-yield

diversification and as a portfolio tail hedge. Even if gold

asset class has a low duration. For the second part of

prices could continue to face headwinds in the form of

the year, carry will be the main driver of performance

higher real interest rates, we feel comfortable with this

for high-yield bonds as the potential for further spread

position that is structural.

compression is limited.
Following a spectacular 2020, convertible bonds have
struggled during the first half of 2021. Excessive new
issuance at expensive pricings, sector rotations and

HEDGE FUNDS (7%)
Neutral

lower levels of volatility have been the main reasons
for the relative underperformance of the asset class.

The allocation to hedge funds is neutral and has

Nevertheless, we are comfortable with our positioning

remained unchanged so far this year. Our exposures are

in view of below long-term average valuations and the

designed to have low correlation to traditional assets

opportunities within a growing investment universe.

as well as limited levels of volatility. In a context where
defensive bonds are much less able to fulfil their role in

EQUITIES (57%)

portfolios, hedge funds offer an alternative solution.

Overweight
The exposure to equities is significantly overweight
due to the addition of new positions and to market
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ASSET ALLOCATION GRID 2ND HALF 2021

For our balanced accounts, we apply the following grid:

ALLOCATION

JULY 2021

SHORT-TERM DEPOSITS

0 – 20%

2%

DEBT INSTRUMENTS

15 – 55%

31%

Investment grade bonds
EM & high-yield bonds
Specialist bonds
EQUITIES
Developed markets
Emerging markets
COMMODITIES
Physical gold
Other commodities
HEDGE FUNDS

5 – 45%

8%

0 – 20%

12%

0 – 15%

11%

20 – 60%

57%

15 – 50%

47%

0 – 30%

10%

0 – 15%

3%

0 – 5%

3%

0 – 10%

0%

0 – 25%

7%
100%
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DISCLAIMER
The Forum Finance Group S.A. (FFG) is authorised by FINMA as asset manager and registered with the SEC as investment
adviser. Although every care has been taken by The Forum Finance Group S.A. (FFG) to ensure the accuracy of the
information published, no warranty can be given in respect of the accuracy, reliability, up-to-datedness or completeness
of this information. FFG disclaims, without limitation, all liability for any loss or damage of any kind, including any direct,
indirect or consequential damages, which might be incurred through the use of this document. The entire content of
this document is subject to copyright with all rights reserved. You may not reproduce (in whole or in part), transmit (by
electronic means or otherwise), modify, or use for any public or commercial purpose this document without the prior
written permission of FFG. Please go to www.ffgg.com for our full disclaimer.
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