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Gold leads a global asset rally – UK equities continue to lag – volatility still elevated

Equities reverses COVID losses for a sterling investor Volatility continues to decline

Markets 2020

Top quartile Sarasin performance numbers over 1, 3 & 5 years to 30 June 2020 in all four ARC PCI risk categories*
*Relative to the ARC Private Client Indices for our Sterling clients. Source: Asset Risk Consultants, as at 30.06.2020. Please note past performance is not indicative of future performance 



Truly sustainable dividend growth highly prized

Credit spreads narrow sharply in Q2 2020 Dividend Futures suggest a long climb back

Source: Marcobond, August 2020 Source: Bloomberg/Sarasin, August 2020

Income: Under pressure from falling yields & lower dividends
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01 Vaccines and Elections

What is the market telling us?

Sarasin Global Strategy | National Gallery 2020 5



What we know so far

1. COVID vaccine

• Pfizer COVID vaccine, developed with BioNTech of Germany “prevents 90% of COVID infections” - could get 
an EUA* on 17 November 

• Markets were looking for 60% – 70% impact and getting lower as each day passed with still no data, so 90% is 
very good

• Others:
• Moderna data should be out very soon too and if this is a class effect then the efficacy is likely to be good too. 

• Astra/Oxford is also progressing OK but has had more issues with safety (which may or may not be connected to the 
Vaccine). Both less ‘fiddly’ in terms of storage & dilution than Pfizer.

• There will likely be bottlenecks in getting vaccinations done, but manufacturing is already very much in place 
- distribution still a Herculean Task (8 billion doses for Global Herd Immunity)

Vaccine can end risk of ‘3rd Wave,’ business can plan for full resumption,

pent-up consumer demand released from Q2 2020
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Source: Sarasin – 9.11.20  EUA= Emergency Use Authorisation



What are countries’ vaccine portfolios?

Source: Deutsche Bank, company sources, national government sources, airfinity. November 2020 

Doses per capita
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No blue wave, no blue sweep, more a blue ripple…

2. US Election
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• With a Biden win we end up with a centrist 
Democratic President likely hamstrung by a 
marginally red Senate & a less blue house. 

• Bide outperformed the Democratic Party in Senate & 
House: the US is more conservative, more right of 
centre than the Party. 

• Fiscal activism less likely

• 2022 Senate races become key focus – legislative 
checkmate till then.

• The big if is a peaceful transition…

Jo Biden elected 46th US President after winning Pennsylvania

Source: NY Times 8.11.2020



Mitch McConnell keeps a blocking vote on any meaningful shift in policy

Senate will likely remain Republican
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Democrats lost by an large margin…despite big 
spending 

A likely Republican senate (Georgia has 2 senate races 
in run-off) will hamper Democrat progressive agenda 
on:
• Stimulus

• Taxes

• Healthcare

• How tech companies are regulated

• Appointments

• Senate Majority Mitch McConnell (R) holds seat  -
under his leadership very effective at blocking policy

• Political gridlock being seen as good for risk assets 
(recent equity gains largest ever on election day). 

Senate: Democrats 48, Republicans 48

Source: NYT 5.11.2020



Our response: stay global, stay thematic & focus on real, sustainable & socially responsible assets

President Elect Biden’s in-tray
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• Post COVID health challenges

• Ageing Population
Shifting 

Demographics

• Winner-takes-all – Regulation?

• Labour substitution
Tameless 

Technology

• Financial Repression to fiscal dominance

• Debt monetisation

• SINO-US ‘Walled Gardens;

Modern 
Economic Policies

• Levelling-up

• Populism

• Rebalancing stakeholders/taxes
Restless Society

• Climate change agenda accelerates

• US re-join’s Paris 

• Huge sustainable investment opportunities

Deteriorating 
Environment

Source Sarasin Investment Strategy Group



Sterling has been a reasonable barometer of ‘Deal/No-Deal’ An astonishing underperformance of UK assets…

3. Brexit Deal down to the wire…
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Election & vaccine drives an extraordinary rally…

Global markets rally sharply – Gold falls Bond yields fall on election…rise on a vaccine

Markets

Sarasin Global Strategy | National Gallery 2020 12



Gold still leads – UK equities continue to lag – volatility falling sharply

Equity rally continues on Election and Vaccine Volatility continues to decline

Markets 2020 
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02 The Post-COVID Economy
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China and other Asia hurt much less by the COVID-19 virus

China’s economy has rebounded much faster & will lead the global GDP 
rebound in 2021
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European lockdowns close to April peaks… European business survey data already fading…

New lockdowns suggest a ‘W’ shaped recession – can the vaccine reverse this?
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Government debt rising to near record levels UK Gilt Issuance and QE Fiscal Year 2020/21

Source: IMF Fiscal Monitor, October 2020 Source: Office of Budget Responsibility Sept 2020

Public debt rises to 100% of GDP & higher in advanced countries - much of it 
funded by central banks
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03 Our strategy
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Five core investment themes
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Analytics

Cloud

Digital Media

E-Commerce

Connectivity

Processing

The silver dollar

Innovative medicine

Wealth

Environmental 
resources

Infrastructure & 
Buildings

Low Carbon Power

Resource Efficiency

Low Carbon Transport

AgeingDigitalisation
Evolving

ConsumptionAutomation Climate 
Change

In
d

u
st

ri
es

Food chain 
technology

Safety & security

Personal assistance

Process efficiency

Health, Wellness & 
Diet

Disruptive Retail

The circular economy

Emerging consumer

Travel & Experiences

Lifestyle consumer

i.e. Amazon, MSFT Deere, Otis Amgen, Fresenius M Unilever, Givaudan Orsted, Eneli.e. Amazon, MSFT Deere, Otis Amgen, Fresenius MDeere, Otis Amgen, Fresenius M



The time value of money has disappeared… Resulting in higher multiples for long-term growth stocks

1. Today’s asset prices have been inflated by super-low rates
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Truly sustainable dividend growth highly prized…

Yield compression continues… Global dividends more resilient than UK/Europe

Source: Bloomberg/Sarasin, August 2020

2. Income: Under pressure from falling yields & lower dividends
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3. The policy stars are aligning…
Significant developments in Net Zero target setting 

EU 2050 USA 2050 China 2060

S.Korea 2050 Japan 2050 
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Fiscal and monetary policy the most expansionary in post-war history

Global strategy update October 2020

Bonds Neutral
• UW Government– repression of yields offers little value
• OW investment grade credit – yield premium still meaningful plus central bank support 
• Caution High Yield and EM debt

Equities Modest Overweight 
• OW Global equities – equity risk premium attractive, thematic earnings recovery expected 2021
• Neutral UK equities – valuations attractive, flow of funds back to UK likely on any Brexit deal
• Neutral EM equities – China economic recovery strong, COVID scarring in rest of EM but valuations attractive 

Alternatives Overweight
• Neutral Other Alternatives– infrastructure and renewables returns attractive but liquidity issues remain
• OW Uncorrelated Alternatives - Gold as hedge against unprecedented policy stimulus & debt build-up

Cash Strongly Underweight 
• Central Bank commitment to zero or negative yields for multi-year period
• No currency preference

Risks Current: Resurgence in virus in Q4 2020 accelerates, contested US election, no-deal Brexit
Longer-term: Economic and social scarring from lockdowns, volatile retail investment flows, surge in global defence budgets & 
rising conflict risk

Economic risks still daunting but the vaccine offers a road to recovery…
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Important information

If you are a private investor, you should not act or rely on this document but should contact your professional advisor.

ARC Private Client Indices (PCI) performance is calculated on the basis of net asset values. PCI are computed using a complex calculation and the results are provided for information 
purposes only and are not necessarily an indicator of suitability for your specific investment or other requirements. ARC does not guarantee the performance of any investment or 
portfolio or the return of an investor’s capital or any specific rate of return. ARC accepts no liability for any investment decision made on the basis of the information contained in this 
report. You should always complete your own analysis and/or seek appropriate professional advice before entering into an agreement with any PCI Data Contributor. The content is 
the property of ARC or its licensors and is protected by copyright and other intellectual property laws. Use of the information herein is governed by strict Conditions of Use as 
detailed on www.assetrisk.com/pci

This document has been approved by Sarasin & Partners LLP of Juxon House, 100 St Paul’s Churchyard, London, EC4M 8BU, a limited liability partnership registered in England & Wales 
with registered number OC329859 which is authorised and regulated by the Financial Conduct Authority with firm reference number 475111 and passported under MiFID to provide 
investment services in the Republic of Ireland.

It has been prepared solely for information purposes and is not a solicitation, or an offer to buy or sell any security.  The information on which the document is based has been obtained 
from sources that we believe to be reliable, and in good faith, but we have not independently verified such information and no representation or warranty, express or implied, is made as 
to their accuracy.  All expressions of opinion are subject to change without notice. 

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally invested.  This can be as a result of market 
movements and also of variations in the exchange rates between currencies.  Past performance is not a guide to future returns and may not be repeated.

Neither Sarasin & Partners LLP nor any other member of the Bank J. Safra Sarasin group accepts any liability or responsibility whatsoever for any consequential loss of any kind arising out 
of the use of this document or any part of its contents.  The use of this document should not be regarded as a substitute for the exercise by the recipient of his or her own judgment.  
Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material referred to herein and/or any of the information upon which it is based, prior to 
publication of this document.  If you are a private investor you should not rely on this document but should contact your professional adviser.

© 2020 Sarasin & Partners LLP – all rights reserved.  This document can only be distributed or reproduced with permission from Sarasin & Partners LLP. 

http://www.assetrisk.com/pci
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