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GTI
US market looks bubbly if we take the CAPE…



3

GTI
…but no bubble if earnings yield versus bond yield…
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UBS
Are we in a bubble?...

Equities (& other

asset classes) 

expensive but not 

relative to bonds/ 

interest rates

Without FAAMNGs 

(FB etc) S&P 500 only 

rose +6% last year. 

Cyclically adj PERs 

close to/ below LT av

in all major markets x 

skewed USA

AAII has now fallen
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UBS
…greentech, healthtech, Asian equities…

Bubbles

elsewhere not a 

major problem

We’re looking for 

good funds in 

5G+, fintech, 

greentech etc

Emerging Mkts

NB move away

from USA
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UBS
…EM increased, but gold + UK equities decreased…
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Rothschild
No bubble, increase cyclicals, EM, Asia…

 Favour equities 

over bonds

 Still keen on USA 

and now EM Asia

 Negative on CH

 Negative sectors: 

utilities, staples, 

energy, real 

estate

 Positive sectors: 

still tech, but 

now cyclicals too
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Rothschild
Why Asia?  Growth, catch-up, valuation...

Asian equities 20-

30% cheap v RoW

EM Asia Q4 2021 to 

exceed Q4 2019 eps

China radiation 

effect: only country 

with + 2020 growth

+29% eps 2021 

should «burn off» 

high PERs in RoW

EUR zone lags, but 

little growth there
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Pictet
No bubble, year-end equity upgrades...

Equity upgrades nearly everywhere

 UK & Japan (to overweight)

 USA (to neutral)

 EUR equities (to neutral)

 Small cap (to overweight)

 Emgg Mkts (to neutral)

Dev Mkt Govt bonds: Underweight 

from neutral

Em Mkt Corp bonds: upgraded

Currencies: GBP (with UK equities), 

EUR, EM currencies
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Pictet
…well, further upgrades in equities now… 

More equity upgrades, cash reduced

Swiss equities reduced (60% of SMI is

defensives, highest in world)

5.8% global GDP v 5.1% consensus

2021

No risk of monetary tightening till

Asia tightens H2 (China effect)

US bank deposits at record USD16 

trillion, or 13% GDP – compared with 

the 45-year average of just under 3%

Equities +10% 2021, cf +20% normal 

recession ends (valuations high)
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Pictet
…but earnings had better increase +25%… 

PAM model going for

+27% earnings growth

globally

Model seems to work

quite well

In 2022 and 2023, mid

teen increases earnings

growth

PERs contract (monetary

tightening) but eps

growth outweighs it

Beware tech: regulation, 

fines (10% of revs in UK), 

rotation
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Bank J Safra Sarasin
No bubble, but slight recovery… 

Inflation picks 

up H2, but not 

in H1

Equity focus EM, 

UK, USA

Sector focus

industrials, 

energy, 

financials

Weaker USD

China leading 
recovery
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Bank J Safra Sarasin
…not much change in January… 

Favour equities, 

alternatives

EM fixed income 

favoured

Favourite sectors: 

energy (most), 

industrials, tech

Least favourite 

sectors: utilities, 

staples
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Bank J Safra Sarasin
…watch inflation pressures… 

USA inflation on 

the rise

Forecast to rise

H2 2021

This time the Fed 

may not be so 

aggressive in 

containing it
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Bank J Safra Sarasin
…once economies pick up… 

Pick ups in 

growth/ velocity

lead to inflation

But there are

lags…

And very little

reaction

immediately/ 

«coincidentally»
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Bank J Safra Sarasin
…but gold may be dull, unless… 

Pick ups lead to 

inflation

What if

uncertainty/  

volatility picks

up?

Did not 

uncertainty / vol

give gold a big

boost in Q1 

2020?

What other

factors (than

these 2) could

influence gold?
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Bank J Safra Sarasin
…and cyclical sectors

Cyclicals and

laggards

Staples: what’s

wrong with «most

defensive sector» for

a private client?

Our focus: staples, 

healthcare, comms

looks right for a 

conservative client
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CONCLUSIONS: Commonality

 Watch earnings up/down-grades in 2021 as equity sector
focus and portfolio positioning moving towards cyclicals

 Econ recovery => cyclicals, EM, green themes, no bubble (UBS)

 Equities, no bubble, stick with USA and tech  (Rothschild)

 Upgrades to equities, growth, no bubble (Pictet)

 UK, EM, China, cyclicals, small cap, energy, no bubble (BJSS)

 EM Asia, UK, green themes «hot spots»

 Gold not that popular, hasn’t done much since Q2, but…??

 Greater conviction than in Q3, after vaccine news Q4
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APPENDIX / ARCHIVE

EXPECTED ASSET CLASS LONG 
TERM RATES OF RETURN

FORECASTS FOR 2021
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UBS
…next 15 year returns for all asset classes…

NEXT 15 YEARS

Emerging Market 

equities highest

returns, +9%

UK +8% strong

Japan +5% and CH 

+6% lag

Private equity 

markets +10%

Govt bonds +2%
maybe too high?
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Pictet
…USD asset class returns next 5 years…

 USD returns (local currency returns):

 USD weakness accounts for c15%  many 
total return numbers

 USA underperforms

 Developed markets +7.5% (+7.0%)

 Most of Europe +9.5% (7-8%)

 UK +9.7% (+7.5%)

 Emerging equity markets +12.0% (+8.0%)

 Best EM equity = China +12.9% (+9.0%)

 Best EM debt = China

 +7.2% (+4%), as RMB strengthens

 Local currency EM bonds +6.7% (+4.5%)
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Rothschild
…+6.5% nominal returns next 10 years…

+6.5% nominal 

returns next 10 

years = +4.5% 
real returns

Best nominal 

returns EM Asia 

+9%/ 7% real, 

EMEA +10%

Worst returns 

Japan +2.5%, 
USA +4.5%/ 

2.5% real

Growth biggest 

single factor
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UBS
…5th January estimate +25% in eps…

 «Risk On» overall; monetary 

and fiscal policy supportive

 Equity earnings catch up with 

pre-Covid levels end 2021

 USA outperformed RoW 10 

out of last 11 years (Care!)

 EM + Asia best earnings per 

share (eps) growth 2020

 EUR area and UK worst eps 

growth 2020

 Global eps +25% in 2021



24

OECD Economics:
Growth pushed out to 2022 from 2021…

Generally, growth has been pushed 
out to 2022 from 2021...

…2020 GDP advanced economies -
4.2% but recover fairly slowly in 2021 
(+4.2%) and 2022 (+3.7%)

China only country to be positive in 
2020 (+1.8%), with big snap back 
2021 (+8.0%)

India -9.9% in 2020 but dramatic 
recovery 2021 (+7.9%)

UK worst performing major economy 
in 2020 (-11.2%), due to Brexit and 
Covid, but does better than EUR area 
in 2021 and 2022

Emerging markets do best 2021+ but 
not by so much as in the past

Covid «2»/«3» will be swing factor
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Pictet
…inflation (care as this is not discounted!)… 

A// OECD Inflation of 3-
4% pa halves a family’s 

capital in real terms in 

just over a decade…and
also govt debt

B// Fiscal pump priming 

with budget deficits of 

5% of GDP is possible at 

the same time

A + B = Policy Nirvana, 

and some investors may 

not even notice erosion 

as people think 

«nominal» (but spend 

«real»!)….and the bottom

25% have no assets

anyway…



26

GTI Disclaimer:

This document has been issued by GTI for the

information of experienced investors only. It is not and

should not be construed as an offer to sell or the

solicitation of an offer to purchase or subscribe for any

investment.

GTI has based this document on information obtained

from sources it believes to be reliable but which it has

not independently verified; GTI makes no guarantee,

representation or warranty and accepts no responsibility

or liability as to its accuracy or completeness.


