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INVESTORS PIN THEIR EXPECTATIONS ON
AMERICA’S MAXI STIMULUS PACKAGE

Overview

European stock market benchmarks moved side-
ways last week while the S&P 500 put on 2%, buoyed
by hopes for the USD 1.9 trillion fiscal stimulus plan
proposed by the Biden administration and the prog-

The fact is that stocks are pricey with US market’s risk
premium (i.e. its reverse P/E ratio less Treasury yields)
historically low at around 3%.

The FOMC members will probably want to see an
improvement in the US jobs market in the sectors
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.ShUtdowns ress being made with vaccination campaigns. Tech  worst hit by the corona crisis before envisaging a hike
n num_erous shares chalked up large gains, pushing the Nasdaq  in the federal funds rate. Thus the Fed is not expect-
countries index up amost 4%. The euro appreciated against  ed to abandon its accommodative monetary policy
the other major currencies, egged on by the mod- — anytime soon, although Jerome Powell, who has
. erate tone of the ECB president Christine Lagarde  been accused by some of goading on risk-takers by
Eed will regarding the use of monetary stimulus. pumping trillions of dollars into the financial system,
likely leave could adopt a more cautious tone.
short rates Concern that fallout from the coronavirus pandemic
unchanged will hamper economic growth in the first part of 2021 Economic indicators in the euro zone have shown a
dragged down cyclical and financial stocks. Attention  slowdown in business activities in January, particu-
focused on business shutdowns across Europe in-  larly in the services sector. The Flash Composite PMI
cluding the UK and in the United States, as well as  has fallen from 49.1 in December to 47.5 this month.
on the resulting restrictions on mobility. Investor op-  The manufacturing subindex continues to rise while
timism was further dampened by the spate of new  services have been hurt by the growing number of
Covid infections in China, just before the Lunar New  shutdowns due to the pandemic. The drop-in activity
Year. has been most noticeable in France and the periph-
eral countries, whereas activity in Germany has held
The coming week will feature a rich news flow with  up better. The US provided a pleasant surprise with
the meeting of the Fed’s Open Market Committee,  its PMI services gauge at 57.5 and manufacturing at
4th-quarter earnings reports by nearly a quarter ofthe  59.1.
S&P 500 companies and the publication of America’s 1"
Q4 2020 GDP (expected to be up 4.1% year on year 1w Sviss Market Index
after the 33.4% jump in the third quarter. The consen- 1500 N‘
sus forecast calls for company profits to be down 5% ., .ﬂ W»)
on average compared with Q4 2019. A number of ﬂ JN w Tre SMi breached
tech firms have recently revised their earnings projec- . w rperzwat;r:];esito ; 2,%5(0,
tions upwards, including Apple which is expected to W further gains to 11,250
report excellent sales of its iPhone 12 and aboomin ™ “ pomts, However 2
services. Most financial strategists see the S&P 500  *** m ) , xﬁieﬁfémfv'g@”";fg‘ge
index ending 2021 at about the same level it is now. 7= Lot 0sioats 50757 fluctuations.
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Key data
EURO MSCI
USD/CHF  EUR/CHF sMmI sToxxso  DAX30 CAC40  FTSE100 | S&P 500 NASDAQ NIKKEI EMERGING
Latest 0.89 1.08 10'930.81 3'602.41 13'873.97 5'559.57 6'695.07 | 3'841.47 13'543.06 2863145 1'392.85
Trend » » 4 » » » » 4 ) 4 )
%YTD 0.03% -0.39% 2.12% 1.40% 1.13% 0.15% 3.63% 2.27% 5.08% 4.33% 7.87%

(Daten vom Freitag vor der Publikation)
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EQUITIES: EARNINGS GROWTH PICKS UP
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Company profits are likely to recover by and
large. European stocks are well positioned for
2021 with economic growth back on track,
further underpinned by monetary and fiscal
policies.

As vaccination programmes surge and with
global economic activity set to gather pace
as a consequence, corporate earnings are ex-
pected to rocket 30% in 2021 and a further
20% in 2022, after collapsing in 2020 due to
the Covid pandemic.

The last time that earnings growth soared in
two consecutive years was in 2004 and 2005,
when the European equity benchmark romped
ahead more than 30%!
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Cyclical shares, which are heavily represented
in Europe, should benefit from the gradual re-
opening of businesses and a return to greater
normality.

Value stocks, which have grossly underper-
formed over the past three years, are riding a
catch-up movement and tend to outperform in
periods of accelerating earnings growth.
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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
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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
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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.




