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No Winter Lasts Forever

A few weeks ago, I got talking to a stranger in the flower section of the supermarket. She told

me she was searching for hyacinths – a type of flower central to Persian New Year (Nowruz),

celebrated on 20th March. Nowruz, she added, is an ancient festival that marks the beginning of

spring and reminds us that no winter is eternal. It got me thinking that the tragic pandemic that

we have had to live with for over a year, will also not last forever. 

This is already the predominant mindset in markets, with investors beginning to position

themselves for a bright, post-pandemic future: A period of rebounding growth, with supportive

central banks, ample liquidity and widespread benefits as expansive fiscal stimulus packages

percolate into the real economy. 

Already, things are looking better than expected on the economic front – the OECD recently

upgraded its 2021 global growth forecast to 5.6% (up 1.4%). Similarly, earnings revisions are

positive in all regions, suggesting that corporate profitability should trend upwards. 

Better growth prospects have also led to higher inflation expectations and higher yields. While

higher yields are causing (and could continue to cause) volatility for equities, we do not think it
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will derail them; the reason being that they are a reflection of better growth prospects and

higher (but not too high) inflation. We believe that longer-term rates are moving up for good

reasons and even if they are higher they are not “high”. As such, we carry an overweight on

equities, and an underweight on safer assets, like government bonds.

DIFFERENT SPEEDS OF RECOVERY

Certain regions, like the US and China, appear closer to the light at the end of the tunnel than

others, and in our equity allocation, we are more active in those places, where the reopening

and recovery narrative is strongest. 

The OECD expects the US to grow 6.5% this year while monetary policy looks set to remain

accommodative. Despite rising inflation expectations, the Federal Reserve has said it will not

hike rates until at least 2024, while it has no plans to taper its monthly bond purchases worth

$120bn. This, alongside an efficient vaccine drive, plus a new burst of fiscal stimulus worth $1.9

trillion, should allow wider economic re-engagement in the Spring, with US households now

better-off financially than they were prior to the crisis. This sets a benign tone for equities,

however, sector and style will be crucial. We believe that pandemic high-flyers will take a

backseat for now, with more cyclical sectors moving to the forefront; Materials, Industrials and

Consumer Discretionary. We have also implemented a value tilt in our US allocation, a style

supported by stronger growth and rising yields.

China is an economic outlier, that has benefitted from the quick containment of the virus. The

Chinese government is targeting 6% growth this year, while the OECD estimates 7.8%. For now,

inflation risk is controlled, largely due to falling pork prices, rendering current monetary policy

appropriate. 

Despite having increased our exposure modestly as of late, we are neutral on Europe for the

time being, a region where the vaccination campaign is markedly slower. Various European

countries still have movement restrictions in place and consumer sentiment is depressed.

However, as the title says, no Winter lasts forever and Europe’s day will come. Europe is home

to a concentration of value stocks and we believe that as inflation expectations and bond yields

rise gradually, value will play catch-up with growth – a trend that is already prominent in the US.

For now, the problem is that the earnings outlook is very much dependent upon vaccines and

the reopening timeline.

The hyacinths (or sonbol in Persian) represent Spring and should be laid on the Nowruz table

with six other items, all beginning with the letter “s”. One of those other items is serkeh,

meaning vinegar, which represents patience. It seems that in Europe, we are going to need a

little bit more of that than in other regions, but as investors, we can look further afield in order

to begin benefitting from the reopening theme today.

2



 

3



Disclaimer All financial data and/or economic information released by this Publication (the “Publication”); (the “Data” or the “Financial data and/or economic

information”), are provided for information purposes only, without warranty of any kind, including without limitation the warranties of

merchantability, fitness for a particular purpose or warranties and non-infringement of any patent, intellectual property or proprietary rights of any

party, and are not intended for trading purposes. Banque Internationale à Luxembourg SA (the “Bank”) does not guarantee expressly or impliedly,

the sequence, accuracy, adequacy, legality, completeness, reliability, usefulness or timeless of any Data. All Financial data and/or economic

information provided may be delayed or may contain errors or be incomplete. This disclaimer applies to both isolated and aggregate uses of the

Data. All Data is provided on an “as is” basis. None of the Financial data and/or economic information contained on this Publication constitutes a

solicitation, offer, opinion, or recommendation, a guarantee of results, nor a solicitation by the Bank of an offer to buy or sell any security, products

and services mentioned into it or to make investments. Moreover, none of the Financial data and/or economic information contained on this

Publication provides legal, tax accounting, financial or investment advice or services regarding the profitability or suitability of any security or

investment. This Publication has not been prepared with the aim to take an investor’s particular investment objectives, financial position or needs

into account. It is up to the investor himself to consider whether the Data contained herein this Publication is appropriate to his needs, financial

position and objectives or to seek professional independent advice before making an investment decision based upon the Data. No investment

decision whatsoever may result from solely reading this document. In order to read and understand the Financial data and/or economic information

included in this document, you will need to have knowledge and experience of financial markets. If this is not the case, please contact your

relationship manager. This Publication is prepared by the Bank and is based on data available to the public and upon information from sources

believed to be reliable and accurate, taken from stock exchanges and third parties. The Bank, including its parent,- subsidiary or affiliate entities,

agents, directors, officers, employees, representatives or suppliers, shall not, directly or indirectly, be liable, in any way, for any: inaccuracies or

errors in or omissions from the Financial data and/or economic information, including but not limited to financial data regardless of the cause of

such or for any investment decision made, action taken, or action not taken of whatever nature in reliance upon any Data provided herein, nor for

any loss or damage, direct or indirect, special or consequential, arising from any use of this Publication or of its content. This Publication is only valid

at the moment of its editing, unless otherwise specified. All Financial data and/or economic information contained herein can also quickly become

out-of- date. All Data is subject to change without notice and may not be incorporated in any new version of this Publication. The Bank has no

obligation to update this Publication upon the availability of new data, the occurrence of new events and/or other evolutions. Before making an

investment decision, the investor must read carefully the terms and conditions of the documentation relating to the specific products or services.

Past performance is no guarantee of future performance. Products or services described in this Publication may not be available in all countries and

may be subject to restrictions in some persons or in some countries. No part of this Publication may be reproduced, distributed, modified, linked to

or used for any public or commercial purpose without the prior written consent of the Bank. In any case, all Financial data and/or economic

information provided on this Publication are not intended for use by, or distribution to, any person or entity in any jurisdiction or country where

such use or distribution would be contrary to law and/or regulation. If you have obtained this Publication from a source other than the Bank

website, be aware that electronic documentation can be altered subsequent to original distribution.

As economic conditions are subject to change, the information and opinions presented in this outlook are current only as of the date indicated in

the matrix or the publication date. This publication is based on data available to the public and upon information that is considered as reliable. Even

if particular attention has been paid to its content, no guarantee, warranty or representation is given to the accuracy or completeness thereof.

Banque Internationale à Luxembourg cannot be held liable or responsible with respect to the information expressed herein. This document has

been prepared only for information purposes and does not constitute an offer or invitation to make investments. It is up to investors themselves to

consider whether the information contained herein is appropriate to their needs and objectives or to seek advice before making an investment

decision based upon this information. Banque Internationale à Luxembourg accepts no liability whatsoever for any investment decisions of

whatever nature by the user of this publication, which are in any way based on this publication, nor for any loss or damage arising from any use of

this publication or its content. This publication, prepared by Banque Internationale à Luxembourg (BIL), may not be copied or duplicated in any form

whatsoever or redistributed without the prior written consent of BIL 69, route d’Esch ı L-2953 Luxembourg ı RCS Luxembourg B-6307 ı Tel. +352

4590 6699 ı www.bil.com.


