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Due to the COVID pandemic, the global economy experienced in 2020 its 
deepest recession in modern history (expected global growth by the IMF 
(International Monetary Fund) -4.4%). However, it was also one of the 
shortest recessions, due to the reopening of economies after lockdown 
and unprecedented monetary and fiscal stimulus.  
For 2021, the promising news of a vaccine is coupled with the bad news 
of worsening near-term economic conditions, as second and third waves 
of the virus lead to partial lockdowns in many parts of the world. While 
the restrictions are less severe than the first round, its effects will linger 
into 2021. With a vaccine approval in most countries likely in the near 
term, we will begin to see widespread distribution in the second quarter 
of 2021, setting the stage for a robust recovery. The IMF expects the 
global economy to rebound 5.2% in 2021. This is a remarkable figure for 
2021, but it will bring the two-year average just slightly above the zero 
line and therefore means that we will only make up in 2021 about what 
we have lost in 2020. 

 

Key points: 

 

• IMF expects the global economy to rebound 

5.2% in 2021 

 

• year-end 2021 S&P500 target is 3’900 

 

• avoid long-term bonds 

 

• neutral on USD 
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Below are the major index performances in 2020. The 
year was difficult with a huge drop in equity markets 
in spring followed by a recovery until summer and 
more volatility during autumn. Not all markets 
managed to recover from the big drop in spring and 
closed the year still in negative territory.  

Equities 
closing change 

Performance 31.12.2020 2020 

MSCI World (USD) 2'690.04  14.06% 

DJ Stoxx Europe 600 (EUR) 399.03  -4.04% 

S&P 500 (USD) 3'756.07  16.26% 

Russell 2000 (USD) 1'974.85  18.36% 

Nasdaq (USD) 12'888.28  43.64% 

Japan Topix (JPY) 1'804.68  4.84% 

MSCI Emerging Markets 

(USD) 1'291.26  15.84% 

Brazil BOVESPA (BRL) 119'017.24  2.92% 

China 300 (CNY) 5'211.29  27.21% 

India BSE 100 (INR) 14'100.47  15.24% 

Russia RTS (RUB) 1'387.46  -10.42% 

France CAC 40 (EUR) 5'551.41  -7.14% 

Germany DAX 30 (EUR) 13'718.78  3.55% 

Swiss SMI (CHF) 10'703.51  0.82% 

UK FTSE 100 (GBP) 6'460.52  -14.34% 

Italy FTSE MIB (EUR) 22'232.90  -5.42% 

Spain IBEX 35 (EUR) 8'073.70  -15.45% 

CBOE Volatility Index 22.75  65.09% 

Source: FactSet Research Systems 

 

Chart S&P500 in 2020 

 
Source: FactSet Research Systems 

From a sector point of view, Information Technology 
outperformed again like in 2019 and 2017. Sector 
gains and losses during 2020 were largely dictated by 
the pandemic.   

 

World Equity Sectors 
31.12.2020 

Tops YTD 

Information Technology  42.65% 

Consumer Discretionary  35.44% 

Communication Services 21.51% 

Flops YTD 

Utilities 2.10% 

Financials -5.02% 

Energy -34.40% 

Source: FactSet Research Systems 

 

 

Barron’s 2020 stock picks of the year (reflecting a tilt 
toward value) underperformed the S&P500 once 
more on average last year (the fifth time over the last 
six years).  
 

 

Barron's Top 10 stock picks for 2020 
Company  Change 

Berkshire Hathaway (BRK.A)   1.62% 

Comcast (CMCSA)   13.88% 

Royal Dutch Shell (RDS.B)   -42.72% 

Pfizer (PFE)   -6.23% 

Viacom CBS (VIAC)   -12.08% 

Anthem (ANTM)   3.98% 

Dell Technologies (DELL)   41.08% 

Alphabet (GOOGL)   29.63% 

Amerco (UHAL)   20.62% 

Raytheon Tech. (RTX former UTX)  23.81% 

Average   7.36% 

S&P500   16.26% 

Source: Swissquote (USD) 
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We have also seen more volatility in the Foreign 
Exchange market during 2020 and the USD lost 8.9% 
versus the EUR in 2020. 

FX 
closing closing change 

Performance 31.12.2020 31.12.2019 2020 

EUR/USD 1.22 1.12 8.90% 

EUR/CHF 1.08 1.09 -0.32% 

USD/CHF 0.88 0.97 -8.55% 

GBP/EUR 1.12 1.18 -5.38% 

GBP/CHF 1.21 1.28 -5.77% 

EUR/NOK 10.48 9.87 6.17% 

EUR/CAD 1.55 1.46 6.65% 

CHF/JPY 116.55 112.30 3.79% 

USD/JPY 103.32 108.61 -4.88% 

USD/AUD 1.30 1.43 -8.80% 

USD/NZD 1.39 1.49 -6.32% 

USD/TRY 7.43 5.95 25.01% 

USD/BRL 5.19 4.02 29.22% 

USD/RUB 73.97 62.06 19.19% 

USD/INR 73.02 71.36 2.33% 

USD/IDR 14050.00 13883.00 1.20% 

USD/ZAR 14.70 14.01 4.89% 

USD/CNY 6.53 6.96 -6.18% 

USD/MXN 19.92 18.92 5.27% 

Source: FactSet Research Systems 

 

Commodities had a split performance. Oil declined by 
21.52% whereas Gold and Silver performed very well.  
 

Commodities 
closing   change 

Performance 31.12.2020 2020 

S&P GS Commodity Index 409.46 -6.13% 

Brent Crude Oil barrel/$ 51.80 -21.52% 

Corn bushel/$ 4.97 24.30% 

Gold ounce/$ 1895.10 24.42% 

Silver ounce/$ 26.41 47.38% 

Platinum ounce/$ 1070.03 11.16% 

Palladium ounce/$ 2453.63 26.74% 

Copper megatonne/$ 7741.50 25.76% 

Nickel megatonne/$ 16540.00 18.14% 

Source: FactSet Research Systems 

 

As interest rates declined further, the total return on 
long dated bonds was positive in 2020. It is very 
doubtful that this can be repeated in 2021. 

Bonds 
closing yield return 

Total Return 31.12.2020 2020 

Euro 5Y (EUR) -0.74  0.86% 

Euro 7Y (EUR) -0.69  1.81% 

Euro 10Y (EUR) -0.57  3.06% 

US 5Y (USD) 0.36  6.31% 

US 7Y (USD) 0.65  4.19% 

US 10Y (USD) 0.92  5.92% 

UK 5Y (GBP) -0.09  3.62% 

UK 7Y (GBP) 0.02  5.19% 

UK 10Y (GBP) 0.20  6.05% 

Swiss 5Y -0.72  0.22% 

Swiss 7Y -0.61  0.25% 

Swiss 10Y -0.49  0.46% 

Source: FactSet Research Systems 

 

As the table below shows, interest rates have reached 
ridiculous low levels at the end of 2020. 

Interest Rates 
closing   closing 

Yield/Rate 31.12.2020 31.12.2019 

US 10Y 0.92  1.92  

United Kingdom 10Y 0.20  0.82  

CHF 10Y -0.49  -0.44  

Japan 10Y 0.02  -0.02  

Germany 10Y -0.57  -0.19  

France 10Y -0.34  0.12  

Ireland 10Y -0.31  0.12  

Italy 10Y 0.54  1.42  

Spain 10Y 0.04  0.46  

LIBOR EUR 6M -0.53  -0.37  

LIBOR USD 6M 0.26  1.91  

LIBOR CHF 6M -0.73  -0.62  

Source: FactSet Research Systems 
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Economic Outlook 

 

2020 has been an exceptional year, as the pandemic 
has largely dictated economic performance. The 
lockdown orders in spring brought the economy to its 
knees, but turning the lights back on and infusing 
record amounts of monetary and fiscal stimulus 
restarted much of the activity shortly thereafter. Up 
to now, however, neither people’s mobility and 
engagement nor economic growth are back to pre- 
COVID levels. After this tumultuous year, global 
markets are now entering 2021 driven by 
expectations that a vaccine will curb COVID and 
accommodative central banks will help revive the 
global economy, by maintaining market-friendly policy 
rates. The extent of complementary fiscal stimulus 
cannot be known, and it remains to be seen if 
earnings will live up to the high expectations reflected 
by stretched valuations. Nevertheless, as the markets 
look ahead and discount the future cash flows, 
another quarter or two with weaker growth is not a 
big issue if the pandemic is ending next summer as 
the market expects. An effective vaccine applied 
during the first half of 2021 will lead to a further 
bounce in activity even if social distancing and other 
measures stay in place longer. Therefore, our main 
scenario is that we will start 2021 with weaker growth 
early in the year (and a non-zero risk of falling into a 
double-dip recession as new lockdowns could be 
ordered) and stronger growth later on, bolstered by 
prospects for additional fiscal and monetary stimulus. 
Of course, we can’t predict whether 2021 will turn out 
to be “too cold” with deflationary disappointments, 
“too hot” with inflationary surprises, or “just right” 
with improving real growth globally. But what we can 
say is that either of the first two conditions would be 
consistent with elevated volatility and more bouts of 
stiff stock market weakness, whereas the third 
condition would be likely to support a persistent 
market uptrend heading for 2022. The big question is 
how many ongoing scars have been created by the 
pandemic and recession? The bubble in debt has 
worsened, as mentioned in previous outlooks. 
Historical results from high relative to low debt, show 
that high debt levels lead to slower growth. Now, of 
course, there is no clear cut off point for when a debt 

level is too high, although we have just seen the 
greatest stimulus in history. This is why, while we look 
very positively into 2021, we would remain cautious 
for the full year outlook. We do not see a boom for at 
least three reasons. First and foremost, 
unemployment will remain higher than before Covid-
19 for quite some time. Also, disposable personal 
income will stay lower. Banks have tightened their 
lending standards and so there will be less credit 
available. Global deflationary pressures have also 
increased during the pandemic. It remains to be seen 
if the huge money supply will be able to turn this 
trend. Longer-term, the pandemic could even have an 
effect on demographics by lowering birth rates. 
Younger people might be less willing to have children, 
but this is a topic for the distant future and not one 
which should worry us already today.  
 

Equities 

 

Equity markets have recovered relatively well from 
the big drop in spring 2020. As noted before, this was 
mainly due to the unprecedented monetary and fiscal 
stimulus. Moreover, most equity indices have a 
different structure than the overall economy (for 
example the S&P500 contains today 27% of 
technology companies) and last but not least, interest 
rates have never been so low before. As of November 
30th 2020, a large majority of S&P 500 stocks (65%) 
continue to yield more than 10-year US Treasury 
bonds. 
Now, going forward, in order to justify the valuations 
in the equity market, we will have to see earnings 
growing again. If earnings growth lives up to the 
current high expectations, valuation risks will be 
reduced and the uptrend will be supported. If they 
don’t, the market will be vulnerable to earnings 
disappointment and a valuation reset, sending the 
market lower. What remains to be seen is whether 
the global economy regains enough momentum to 
drive such a strong earnings recovery.  
So far, although the global economy has begun to feel 
the impact of second and third waves of COVID-19 
since November 2020, the economy remains on an 
uptrend (according to the latest global composite PMI 
(53.1 in November)). The damage up to now has been 
minor and attributable entirely to the services sector.  
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Nevertheless, we need more evidence before we can 
say that we are in the midst of another secular bull up 
leg in the equity market that will last well into 2022 or 
longer.  
A recovery that is too cold or too hot would cast 
doubt on the survival of the cyclical bull as well as the 
secular bull that started in 2009. An expansion that is 
just right would support their continuation. This would 
happen if earnings live up to the high expectations 
and yields rise moderately, without an inversion of 
their correlation with equities. With earnings yields 
remaining higher than bond yields, and with real GDP 
growth turning positive again, stocks would again 
appear better valued than bonds after accounting for 
economic growth.  
However, it could also be that the reflation 
expectations are overblown, in which case 
disappointment and divergence will lie ahead. 
Therefore, we remain cautious, but our best guess for 
a year-end 2021 S&P500 target is 3’900 (which would 
result in a gain of only 4% for 2021). Also, we could 
see quite some volatility in the market over the year, 
as vaccination campaigns might not run smoothly and 
other risks might appear on the horizon.   
 

Bonds 

 

We expect monetary policy to remain highly 
accommodative globally, as most central banks will 
continue to keep interest rates low in order not to 
endanger any recovery from the Covid-19 crisis. 
Also, central banks will be cautious to stop or reduce 
large scale asset purchases for the same reason. The 
bottom line is that we expect most central banks to be 
willing to tolerate or even create some inflation going 
forward, because at the moment this is seen to be the 
lesser evil. Questions about the long-term ability to 
handle the debt load will have to wait for the time 
being.  
Additionally, rising bond yields due to positive 
economic signals or rising inflation expectations would 
likely be seen as a positive development.  
It would take much higher yields for the stock market 
to start worrying that the yield rise is an economic 
threat. We would put this scenario further away in 
terms of timing. Together, this supports the case for 

equities to rally and bond yields to move higher into 
2021. 
Due to the ultralow yields in the bond market, we do 
not think that bonds are the place to be. We continue 
to invest mostly into high quality short-term bonds. 
We keep the powder dry to invest into longer 
durations once yields are more attractive.  
 

Foreign Exchange / Gold 

 

Most banks and forecasters expect the USD to fall 
further in 2021. However, the broad USD index is 
down already about 10% since March 2020. Would it 
be certain that the USD falls further, it would – of 
course – already have happened as we know how 
quickly the market is pricing in developments.    
While we could agree on a bearish outlook for the 
USD, based on narrowing growth differentials 
between the U.S. and other major economies, 
negative real interest rates, a widening U.S. budget 
deficit, as well as a continued large U.S. trade gap, we 
would not bet too much money on accelerating 
deterioration as most of it could already be priced in. 
Moreover, interest rate trends will warrant attention. 
If nominal and real rates start trending higher with 
U.S. yields gaining relative momentum, the USD would 
stand to benefit. Also, we know that when nearly all 
investors have positioned themselves on one side of 
the market, it does not take a lot to shift the direction 
in the opposite. This is especially so with foreign 
exchange rates, where forecasts are historically the 
most difficult to make; it would be foolish to believe 
that the USD weakness is to be taken for granted. We 
remain neutral for the USD. 
Regarding Gold, as negative short-term and long-term 
real interest rates (after inflation) have been 
especially supportive of Gold, a return to positive real 
interest rates would dampen the outlook for Gold. As 
we do not expect interest rates to increase a lot in the 
short-term, Gold should be supported by the 
persistence of high uncertainty. As we continue to like 
Gold as a risk diversifier in the portfolios, we monitor 
the prospects for a continuing gold uptrend into 2021, 
but do not increase our positions currently. 

 
 
Source: Ned Davis Research, Financial Times 
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Asset Allocation 

 

Given the factors described, we keep our equity allocation at neutral. (USD and CHF Balanced details below). 
 

 

Current Allocation USD Balanced 

 

Asset Allocation 

 

Currency Allocation 
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