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News highlights

•

Equity markets declined sharply last week amid large volume
and a panoply of concerns spanning earnings, valuations,
coronavirus & vaccination trends, and the fall out of
frenzied retail trading in parts of the U.S. market.

•

Short squeeze was the theme of last week with Game Stop
and AMC Entertainment propelled by ‘Reddit day traders’
with viral posts, snowballing ‘upvotes’, and user-produced
research reports.

•

With some major hedge funds forced to cover their short
positions, they also had to cover their losses by selling other
stock positions, driving the broader equity market down and
causing a significant spike in volatility.

•

For some commentators this highlighted exuberant
momentum trades, for others an anti-establishment
movement, with David investors on Robinhood defeating
hedge-fund Goliaths.

•

We do not believe that this is a ‘harbinger of doom’
moment, having the view that the overall stock market is
not exhibiting characteristics of a bubble. But this is for sure
another episode highlighting the difference in between
investing and speculating.

•

The Fed meeting offered a welcome portion of stability,
with the view that supportive financial conditions are the
needle in the macroeconomic compass.

•

In China, the PBoC drained a large amount of liquidity out of
the financial system to cool gains in share prices and
property markets. Concerns about monetary tightening are
building on the view that with the economy back at its prepandemic growth level, central bank policymakers are
expected to focus on containing financial system leverage.
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