
MONTHLY 
INVESTMENT 

OUTLOOK

MAY 2021

For Professional Investors only in Hong Kong and Accredited 
Investors (in respect of accounts opted-in to be treated as 
Accredited Investors) and Institutional Investors only in Singapore



Union Bancaire Privée, UBP SA | Monthly Investment Outlook | Global Investment Committee | May 2021 2 | 9

Sources: US Federal Reserve Board, Goldman Sachs, Bloomberg Finance L.P., UBP

Sources: Goldman Sachs, Bloomberg Finance L.P. and UBP

 ■ The respite in the rising US yield backdrop that weighed not 
only on bonds but also on market leading growth equities 
in March, allowed bond investors to partially recoup year-
to-date drawdowns and growth equity investors to narrow 
their performance gap versus value equities year-to-date.

 ■ We expect this softening in bond yields may prove 
temporary, as is already happening in Europe, where 
investors have begun to look towards a summer re-opening 
combined with the deployment of US fiscal stimulus and 
funds from the European Recovery Plan.

 ■ Thus, despite German 10-year yields sitting at their highest 
levels since mid-2019 and the recent retreat in US 10-
year yields, the risk of higher yields exists not only for USD 
investors but also EUR investors. 

 ■ As a result, short duration carry focused strategies should 
provide shelter in such an environment, though likely only 
modest return prospects given the tight spread backdrop. 
With inflation protected securities already anticipating 
much of the expected acceleration in inflation, investors 
should look to equity markets to capitalize on this leg of the 
reflation trade in progress.

 ■ Within portfolios, we expect our cyclical exposure to benefit 
from this, even transitory inflation pickup. Our financials 
exposure should benefit from this acceleration phase in 
growth and inflation, while our global mining and targeted 
cyclical recovery exposure should profit from the continued 
rise in commodity prices and the benefit to corporate cash 
flow looking ahead. 

 ■ These typically cyclical sectors should drive the next leg of 
earnings recovery as well, as we expect earnings growth 
to accelerate into mid-year. However, as cyclical recovery 
and the rebound in cyclical earnings become increasingly 
priced in by markets in the months ahead, investors should 
prepare for the next stage of the economic and market 
cycle that lies ahead. 

 ■ As overall earnings growth moderates in the 2nd half of 
2021, the quality and reliability of earnings streams will 
increasingly come into focus. However, with tax changes 
around the world potentially on the horizon, this should 
inject increased uncertainty into markets in the second 
semester for investors, with the prospect of near-term, 
though we expect, temporary volatility potentially in typical 
‘quality’ sectors such as global technology and healthcare 
as they adapt to this potential new tax regime. High quality 
consumer staples companies should benefit, we expect.

IN THE ACCELERATION 
PHASE FOR EARNINGS AND, 
TEMPORARILY, INFLATION

Sources: MSCI, Institute of Supply Management, Bloomberg Finance L.P., UBP

Global miners benefitting from the pick up in industrial raw 
material prices around the world

Global recovery and inflation is a tailwind for global 
bank returns on equity

Upward pressure to resume on US and EUR sovereign 
yields as inflation accelerates in 2Q

MONTHLY INVESTMENT 
OUTLOOK

 1.9

 2.0

 2.0

 2.1

 2.1

 2.2

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

Fe
de

ra
l R

es
er

ve
 In

de
x 

of
 C

om
m

on
 In
fla

tio
n

Ex
pe

ct
at

io
ns

 (%
)

5%

6%

7%

8%

9%

10%

11%

12%

13%

30

35

40

45

50

55

60

65

70

09 10 11 12 13 14 15 16 17 18 19 20 21

 ISM Manufacturing Index (fwd 6-mos)

MSCI World Banks - Return on Equity (RHS)

100

150

200

250

300

350

400

450

500

550

2

4

6

8

10

12

14

16

18

04 06 08 10 12 14 16 18 20

Bloomberg Mining Index - FCF/shr

GSCI Industrial Commodities Index (RHS, fwd 6-mos)



Union Bancaire Privée, UBP SA | Monthly Investment Outlook | Global Investment Committee | May 2021 3 | 9

Global economy / Asset allocation

 ■ The US should lead the global rebound in the next quarters 
thanks to consumer spending; domestic demand should 
strengthen growth in China, and a recovery is expected in Q3 in 
the eurozone.

 ■ Inflation will surge in Q2 due to higher energy prices, particularly 
in the US. Fiscal support and higher job creation should push 
US inflation above 2%.

 ■ Monetary policy should continue to support the economic 
cycle, but central banks will adopt different trajectories in the 
coming quarters.

 ■ We still favor medium-term recovery themes in banking and 
miners and secular transformation themes in technology and 
health care. 

 ■ With growth likely to peak in the coming months, we shifted 
our portfolios towards companies with high quality in earnings, 
strong balance sheet and less earnings variability.

Fixed income

 ■ We see this pause in bond yields as temporary. The gradual 
economic reopening of the global economy, combined with the 
deployment of US fiscal stimulus and funds from the European 
Recovery Plan, point to higher yields. However, the path to 
higher yields is likely to be more gradual than occurred at the 
start of the year.

 ■ Given this context, short duration carry focused strategies 
should offer the potential to deliver a relative attractive income, 
while aiming to minimize interest rate risk and smooth volatility. 

Equities/ Alternatives

 ■ We expect the coming acceleration phase in the global 
economic and corporate earnings to benefit global cyclicals, 
in particular financials and global miners. The global fiscal 
spending that fuels their near-term earnings, however, should 
lay the foundation for the long-term transformational themes 
which retain an important place in our portfolios.

 ■ Long / short hedge fund exposure is particularly valuable in 
generating alpha, especially if growth peaks in the coming 
months. We are seeking opportunities to re-enter the field after 
having exited last year in favor of directional equities.

Source: JP Morgan, UBP

Performance is as end of April 2021
Sources: Refinitiv, UBP

Sources: Refinitiv, MSCI and UBP 

Strong performance across all assets
Major Asset Classes Performance

EPS have bounced back very sharply in Q1 and are 
set to recover even more in Q2
S&P 500: actual and estimated earnings growth rates (analysts' 
consensus)

Global growth to accelerate in Q2 and Q3-21
World growth in 2021
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Key points

 ■ Sustained economic 2021 growth is expected thanks to a 
strong rebound in the US and firmer domestic demand in China. 
UK recovery will follow the large vaccination roll out and the 
eurozone should rebound later.

 ■ Consumption should lead the recovery trend, followed by 
investment; budgetary policy will bring support to sectors, while 
monetary policy remains accommodative, but with regional 
differences.

 ■ New virus variants refuel downside risks, while geopolitical 
tensions are building up again in various regions. 

Rising business sentiment on reopening economies

 ■ Business sentiment has strongly rebounded in the 
manufacturing sector on rising production and rebuilding 
orders thanks to the reopening of global activity. A shortage of 
components and bottlenecks in trade still weigh on industrial 
activity.

 ■ Sentiment in services has already recovered ahead of a full 
reopening of economies, notably in Europe. Consumer-related 
sectors and business services will benefit from the end of the 
lockdown.

Inflation to surge on higher energy prices

 ■ Inflation will surge in Q2 due to higher energy prices, and it could 
remain high in the next quarters due to higher costs, booming 
domestic demand and reopening economies.

 ■ US inflation should remain above 2% in the next months, driven 
by a solid recovery and ongoing public support; after a rebound, 
UK and eurozone inflation is expected to moderate; inflation in 
China should also pick up in the next quarters.

Budgetary policy supports consumers, labor and 
industry

 ■ An “American Families” plan will be launched in the US after 
infrastructure and social spending (“American Job Plan”); in the 
eurozone, the Recovery Fund should be deployed in H2-21, 
after countries have presented reforms and infrastructure and 
climate change investments.

 ■ Consumption, infrastructure and innovation should benefit from 
support in China, the US and eurozone. Public money should 
come into related sectors in the next quarters, but its long-term 
impact on productivity and growth may be limited.

Sources: Markit

Sources: JP Morgan, UBP

Strong rebound of business confidence in the US
Business confidence

Inflation to surge in Q2-21
World inflation

STRONGER GROWTH AND 
HIGHER INFLATION AHEAD 
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US and China to drive 2021 global growth
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Consumption to lead the recovery

 ■ The end of the lockdown in several countries will lead to a surge 
in consumption after constraints on mobility. Consumers should 
drive the Q2 rebound in the US, followed by similar moves in 
other countries and in Q3 in continental Europe.

 ■ This reopening should favor purchases of clothes, sportwear, 
cars and bars, restaurants and hospitality. A rebound in travel 
and luxury goods should follow, favored by high-income 
consumers and recycling of excess saving.

 ■ US consumers benefit from strong public support, an improving 
labor market and a large positive wealth effect due to stock and 
house price rises. This adds several points to consumption.

 ■ As consumption represents circa 70% of GDP in major 
countries (but still below 50% in China), rebound in GDP 
(annualized) should touch the double digits in Q2 in US and UK, 
and accelerate in following quarters in other countries.

Industry and services to refuel employment

 ■ The rebound of business sentiment points to higher production 
and orders despite some shortages. Recovery in trade and 
investment should follow the demand surge, in parallel with 
public support to infrastructure and new energy sectors.

 ■ With more visibility, firms should increase demand for labor and 
services will hire again; manufacturing should look for skilled 
workers as some governments promote the re-onshoring of 
industry.

 ■ The unemployment rate should decline rapidly in the US since 
full employment is an explicit policy target; In Europe, public 
support will remain as more time will probably be needed for a 
recovery in the labour market.

Virus variants could interfere with recovery

 ■ New virus variants could postpone the reopening of a few 
countries (India, Brazil, Japan) and interfere with the plan to 
reach heard immunity, pointing to different speeds of vaccination 
roll out in emerging and developed countries.

 ■ New virus developments could jeopardise the global economy 
once again, with questions on vaccine efficacy and the speed of 
vaccination across the globe.

Growth to surge in coming quarters
GDP growthin G4

US consumers drive the rebound in activity
Retail sales in some developed countries

TRACKING THE RECOVERY
UBP ECONOMIC OUTLOOK

Sources: Eurostat, US Census Bureau, UK ONS

Sources: Eurostat, UK ONS, US BLS, Japan Ministry Internal Affairs & Communication

Source: UBP 

US unemployment to decline further
Unemployment rate in G4 countries
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 ■ Despite the re-emergence of COVID hot spots, such as India, 
investor sentiment was supported by the continued economic 
recovery. Despite numerous indicators showing incredibly strong 
growth, as well as reassurance from the Fed that they were 
in no hurry to withdraw monetary stimulus anytime soon, US 
Treasury yields retreated in April.

 ■ In Europe, sovereign bonds lost some ground, with bunds, 
OATs and BTPs all declining mainly driven by positive news 
around an acceleration in the vaccine rollout.

 ■ Turning to the credit markets, the drop in US yields combined 
with spreads narrowing across most asset classes pushed total 
returns in April into positive territory for the first time in a while. 
Indeed, emerging markets and US high yield benefited the most 
from this environment, followed by US investment grade and 
European high yield.

 ■ Looking ahead, we see this pause in bond yields as temporary. 
Due to the gradual economic reopening of the global economy, 
combined with the deployment of US fiscal stimulus and funds 
from the European Recovery Plan, we still see the risks as 
skewed toward higher yields. However, the path to higher yields 
is likely to be more gradual than occurred at the start of the year.

 ■ Given this context, short duration carry focused strategies 
should offer the potential to deliver a relative attractive income, 
while aiming to minimize interest rate risk and smooth volatility.

 ■ In High Grade corporates, earnings have generally proven 
strong and a surge in M&A has been supportive. However, in 
High yield corporates, earnings calls were more mixed due to 
concerns related to margin headwinds. We expect that many 
of these margin pressures will ultimately prove transitory. As 
a result, strong growth, improving balance sheet quality and 
valuations still warrant an overweight allocation to high yield 
versus investment grade, in our view.

 ■ In Europe, investors should continue to consider European bank 
hybrid securities as an attractive risk return profile with premium 
yields. Strong balance sheet fundamentals, their high beta to 
growth, and still-conservative capital management should keep 
the bid from bond investors strong. 

Sources: CFTC, UBP

Performance is as end of April 2021
Sources: Refinitiv, UBP

Sources: Bloomberg Finance L.P., UBP

Divergence between US and EU bonds
Fixed Income Performance

Actions by the credit rating agencies continued to be 
particularly supportive 
US High yield - Credit Ratings Trends

Respite in the rising US bond yields may prove temporary 
as is already happening in Europe
US and German 10-year yields
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 ■ Equity markets were supported in April by the ongoing 
economic recovery and by the reassurance from the Fed that it 
is in no rush to roll back monetary stimulus.

 ■ Investor sentiment was also buoyed by the reporting season 
which saw very strong earnings beats on both sides of the 
Atlantic. Positive surprises were large and broad-based across 
sectors, and guidance largely positive. This is going to lead to 
further upward revisions to 2021 estimates and help maintain 
the solid growth pace of 12-month forward EPS witnessed 
since last summer. 

 ■ 12-month forward EPS have already increased by 13% for 
the S&P 500 index and by a whopping 19% for MSCI Europe 
since the start of the year, allowing markets to rise without an 
expansion of valuation multiples. 

 ■ The peak in US economic and earnings momentum at 
some point in the summer, with business confidence indices 
probably coming back from close-to-record levels, could lead 
to a temporary pause in the upward move in equity markets, 
as seen in the past. 

 ■ This is also likely to be accompanied by an increase in volatility, 
also fueled by a probable rise in uncertainty in the second 
half of the year, including the potential changes in tax regimes 
around the globe.

 ■ We have recently added slightly more high-quality companies 
in portfolios, but we plan to shift to a more strategic exposure 
later in the year when the economic cycle matures. 

 ■ Global cyclicals have become more expensive over the last 
few months as the earnings recovery is quickly being priced in.

 ■ However, tactically, we want to continue to be part of the 
re-opening trade in Europe with attractive opportunities 
identified in particular in financials, which will benefit from the 
likely increase in bond yields, and among global miners, which 
continue to improve their profitability thanks to the rise in 
commodity prices. 

 ■ While we want to capitalize on places where we see the 
strongest recovery in earnings in the coming months, we keep 
the barbell strategy between this cyclical exposure and our 
high-quality transformational growth themes that account for a 
significant part of our portfolios.

Performance is as end of April 2021
Sources: Refinitiv, UBP

Sources: Refinitiv, UBP

Sources: Refinitiv, UBP

Strong performance led by the US, Japan is the only 
outlier
Equities Performance 

S&P 500 12-month forward PE continues to hover 
around 22x
S&P 500: 12-month forward PER

12-month forward EPS are rising at a very strong pace
S&P 500 Index and forward earnings
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 ■ After having delivered more than 6% on our Chinese 
government bond holdings, mainly driven by an appreciation 
of CNY against USD, we decided to take profit, given the 
limited upside for further CNY appreciation by year-end as 
well as the narrowing US-China interest rate differential, which 
reduced the relative attractiveness of the position.

 ■ In the equity space, while we maintain our long-term strategic 
holdings on technology and health care, we focus more on 
high quality growth companies with more visibility on earnings 
and a strong balance sheet. Indeed, going into the second 
half of the year, growth may peak in the US and UK, followed 
by Europe later this year. Thus, earnings become key drivers 
of the next uptick in equity markets. 

 ■ With vaccinations increasing in most developed countries, 
we have been adding cyclicals in our equity holdings to 
benefit from the global economic recovery, especially in the 
US banking sector, global mining and selective industrial 
companies.

 ■ While we are constructive on the market outlook for 2021, 
elevated valuations, a potential peak in US corporate 
earnings and higher corporate taxes dictate caution for the 
second half of the year. As a result, a proactive and dynamic 
risk management is increasingly required to navigate the 
bumpy road towards global recovery. We took the advantage 
of relatively cheap volatility to restrike our put options, which 
will protect us better from downside market moves while 
continuing to allow us to participate in any upside potential.

BEGINNING A PIVOT TOWARDS 
HIGH QUALITY COMPANIES

RECENT CHANGES

Sources: IMF, UBP

Sources: AAII, UBP

Source: Refinitiv, UBP

Investors’ optimism is at the highest level since early 2018
AAII investor sentiment survey

Earnings are key going forward
Consensus EPS growth expectations for global equities

Growth is likely to peak in the coming months
World GDP growth
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disposed of only to persons outside Hong Kong, or only to "professional investors" 
within the meaning of the SFO. 

Singapore: UBP is a bank regulated by the Monetary Authority of Singapore 
(MAS), is an exempt financial adviser under the Financial Advisers Act (Cap. 110 
of Singapore) to provide certain financial advisory services, and is exempt under 
section 99(1) of the Securities and Futures Act (Cap. 289 of Singapore) to conduct 
certain regulated activities. This document has not been registered as a prospectus 
with the MAS. Accordingly, this document and any other document or material in 
connection with generic recommendations may not be circulated or distributed, 
whether directly or indirectly, to persons in Singapore other than (i) to institutional 
investors under Section 274 of the Securities and Futures Act (Cap. 289) of Singapore 
("SFA"), (ii) to relevant persons pursuant to Section 275(1), or any person pursuant 
to Section 275(1A) of the SFA, and in accordance with the conditions specified in 
Section 275 of the SFA, or (iii) otherwise pursuant to, and in accordance with the 
conditions of, any other applicable provision of the SFA. This advertisement has 
not been reviewed by the Monetary Authority of Singapore.

Luxembourg: UBP is registered by the Luxembourg supervisory authority the 
Commission de Surveillance du Secteur Financier (CSSF). 

Italy: Union Bancaire Privée (Europe) S.A., Succursale di Milano, operates in Italy 
in accordance with the European passport – held by its parent company, Union 
Bancaire Privée (Europe) S.A. – which is valid across the entire European Union. The 
branch is therefore authorised to provide services and conduct business for which 
its parent company, Union Bancaire Privée (Europe) S.A., has been authorised in 
Luxembourg, where it is regulated by the Luxembourg financial supervisory authority, 
the Commission de Surveillance du Secteur Financier (CSSF).

Monaco: This document is not intended to constitute a public offering or a 
comparable solicitation under the Principality of Monaco's laws, but might be made 
available for information purposes to clients of Union Bancaire Privée, UBP SA, 
Monaco Branch, a regulated bank under the supervision of the Autorité de Contrôle 
Prudentiel et de Résolution (ACPR) for banking activities and under the supervision 
of the Commission de Contrôle des Activités Financières for financial activities.
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