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WHO REMEMBERS THE PIGS?

Overview

Last week was a hazy time in equity markets,
reflected by rising volatility. The VIX — the ‘fear
gauge’ tracking the price of S&P 500-linked
options — shot up to 23, having steadily reced-
ed since October.

Most stockmarket indices headed down to-
wards the end of last week, led by Frankfurt,
as virus cases surged and a flurry of new lock-

same-dated BTP in Italy now yields 0.52%. The
yield on the 10-year bond from Portugal, which
in 2011 was rescued by a Troika plan (ECB,
EC and IMF working together), has fallen be-
low zero for the first time in its history, clocking
in at -0.06%, signalling the genuine shortage
of profitable debt investments. This is largely
thanks to the ECB, which now holds more as-
sets on its balance sheet than the Fed, with
more in store. The downswing in European sov-
ereign yields has been phenomenal, especially
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forecasts down measures were announced. Anxiety was in the peripheral countries, once nicknamed
also the mood prevailing on Wall Street. The the ‘PIGS’ (Portugal, Italy, Greece, Spain). The
S&P500 headed lower as it became clearer that  ECB is due to beef up its pandemic emergen-
a fiscal deal is unlikely to see the day any time cy purchase plan (PEPP) by EUR 500bn to a
this year. Investors also ditched some of their total of EUR 1,850bn. It is also extending its
equity positions pending FDA clearance of the intervention period by nine months, from June
Pfizer-Biontech vaccine. More clarity over the 2021 to March 2022. Financing terms are set
efficacy and safety of the Covid-19 vaccines is  to remain favourable for a long time to come.
undoubtedly needed if the equity uptrend is to
get back on track. In the US, the Fed will issue a long-awaited up-
date on monetary expansion policy this coming
Leading central banks have furthermore re- Wednesday.
vised down their GDP projections for 2021. s
The Bundesbank now sees growth at 3% for i Swiss Market Index
Germany, while the ECB has lowered its expan- ., A
sion forecast to 3.9% for the Eurozone, down o /’ I
from 5%. Meanwhile, the Bank of Italy has cut , JN‘ ﬂ" JW
its national growth forecast from 4.8% to 3.5%. - MM’I x
9'000
In general, risk aversion — stoked by the Brexit ~ *® “Mm '/" W The SMI remains in a
haze - has pushed up demand for government s r‘ M o e
bonds. In Europe, the yield on the 10-year 7 Higheel 010607 953145 bulish, but the index has
scope to pull back and
Bund has dropped to -0.64%. Likewise, the test 10200 points.
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Key data
EURO MSCI
USDICHF  EUR/CHF sMmI sToxxso DAX30 CAC40  FTSE100 | S&P500  NASDAQ NIKKEI  EMERGING
Latest 0.89 1.08 10'391.76  3'485.84 13'114.30 5'507.55 5'935.98 | 3'663.46 12'377.87 26'652.52 1'257.66
Trend » » » » » » ) 4 )
%YTD -8.01% -0.72% 2.12% -6.92% -1.02% -7.87% -21.30% 13.39% 37.95% 12.66% 12.83%

(Daten vom Freitag vor der Publikation)
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IPO TAKES MARKET BY STORM

AIRBNB (ISIN: US0090661010, PRICE: USD 139.25)

Profit in the first three quarters (USD bn)
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Airbnb, the private holiday-rental platform,
stormed into the market last week via its huge
IPO. The closing price on the first day of trad-
ing was USD 144.71. The issue price had ear-
lier risen to USD 68.00 from the initial range
of USD 44-50.00 the week prior. This was
despite the fact that the business sector in
which the US company operates — tourism —
has been having an exceptionally tough time.

Investor appetite for IPOs illustrates the mood
of optimism (bordering on euphoria) that is
reigning in financial markets as we say good-
bye to 2020, at a time when many economies
find themselves on life support. The second
wave of the epidemic is in full swing across
much of the northern hemisphere, with some
countries locking down again — and there is
already talk of a third wave. This dichotomy
is difficult to explain, as is the valuation of
Airbnb. How can such a price be justified for
a company that is not returning a profit (see
chart) and which exists to encourage travel-
ling, at a time when everyone is staying home?
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Here’s why, we think. Airbnb is the Alibaba of
the hotel sector, an online platform that con-
nects people. The beauty of this business
model is that it is ‘asset lite’, with low fixed
assets on the balance sheet (compared with
hotel groups). The company operates through
a website and a smartphone application and
takes a cut on each booking. Its business will
get back on its feet more quickly than the hotel
sector. Against the current backdrop, Airbnb
offers the advantage of being ‘at home else-
where’, in full respect of distancing measures
— an attractive alternative to hotels and their
bustling entry halls, lifts, bars and restaurants.
Its ease of use, the ever-increasing number of
properties on the platform, the ever-expand-
ing geographical footprint and its highly com-
petitive prices all place Airbnb in pole position
to snatch more market share.

So, what’s your price?
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This document is provided for your information only. It has been compiledfrom information collected from sources believed to be reliable and up to date, with
no warranty as to its accuracy or completeness.By their very nature, markets and financial products are subject to the risk of substantial losses which may be
incompatible with your risk tolerance.Any past performance that may be reflected in this documentis not a reliable indicator of future results.Nothing contained
in this document should be construed as professional or investment advice. This document is not an offer to you to sell or a solicitation of an offer to buy
any securities or any other financial product of any nature, and the Bank assumes no liability whatsoever in respect of this document.The Bank reserves the
right, where necessary, to depart from the opinions expressed in this document, particularly in connection with the management of its clients’ mandates and
the management of certain collective investments.The Bank is a Swiss bank subject to regulation and supervision by the Swiss Financial Market Supervisory
Authority (FINMA).It is not authorised or supervised by any foreign regulator.Consequently, the publication of this document outside Switzerland, and the sale of
certain products to investors resident or domiciled outside Switzerland may be subject to restrictions or prohibitions under foreign law.It is your responsibility to
seek information regarding your status in this respect and to comply with all applicable laws and regulations.We strongly advise you to seek independentlegal
and financial advice from qualified professional advisers before taking any decision based on the contents of this publication.




