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The most successful     
Ponzi scheme of all time

P3-4
IS 'SELL IN MAY'  

BACK IN PLAY?  
 

P5
SHELL RULING SENDS 

CLEAR MESSAGE

P7
AN EXCEPTIONALLY 
STRONG RECOVERY

Argonaut Capital's Barry Norris says the 
systematic consequences of unregulated  
'Wildcat Money' are yet to be seen (page 2)
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ike many financial scams, 
bitcoin purports to offer 
something complex and 

sophisticated.
The initial concept set out 

by Satoshi Nakamoto was a 
digital currency to enable peer-
to-peer transactions, cutting 
out intermediaries extracting 
exorbitant economic rents.

Owing to its self-imposed 
ceiling on the amount of bitcoin 
outstanding, it would also act 
as a superior store of value to 
conventional fiat currencies. 
Neither of these claims stands 
scrutiny. The notion of scarcity 
value is derisory, and the real 
world non-criminal use case is so 
far unproven.

Unlike gold or silver, to which 
it likes to compare itself, crypto 
is neither scarce nor difficult to 
produce – nor does it yet have 
utility or widespread acceptance. 
Although most have already 
failed, there are now over 4000 
cryptocurrencies in existence.

The crypto industry remains 
almost completely unregulated. 
There is almost a complete 
absence of anti-money laundering 
and other regulations, while rules 
on capital raises are almost non-
existent. This is 'Wildcat Money'.

Regulators generally do not 
believe bitcoin is yet big enough 
to represent a systemic risk. 
But if all cryptos were a single 
stock today, it would be the fifth 
biggest worldwide. If crypto really 
is worthless, it would equate 
to a loss of more than double 
the assets of Lehman and a 25x 
bigger bankruptcy than Enron.

The great irony of bitcoin 
is that 99% of transactions are 
speculative, where intermediaries 
charge an extortionate rent. In 
addition to 0.5% commission, 
there are additional flat fee 
charges per transaction, custody 
fees and lucrative charges for 
leverage. When combined with 
volatility and stop losses, the 
house almost always wins.

Crypto's $1.5trn current 
valuation already constitutes the 
most successful Ponzi of all time. 
It should be the biggest concern 
of any regulator worldwide.

Nout Wellink, ex-president of 
Dutch Central Bank, said: "This 
is worse than the tulip mania. 
At least you got a tulip, now you 
get nothing." While the crypto 
bubble may have already burst, 
the systematic consequences of 
unregulated Wildcat Money are 
yet to be seen.

Most successful Ponzi of all time 

euberger Berman has 
launched a private 

equity European Long-Term 
Investment Fund (ELTIF), a 
strategy more accessible 
to eligible retail and non-
professional investors and 
their advisers.

Unlike most traditional 
private equity funds with 
high minimum investment 
thresholds, this fund's 
minimum is €50,000.  Its 
expected life has also been 
shortened to eight years, from 
the more traditional length of 
10-12 years.  

The ELTIF will leverage 
the expertise of Neuberger 
Berman's multi award-winning 
private equity team, which 
employs 245+ professionals 
over nine global locations.

José Luis González 
Pastor, managing director at 
Neuberger Berman, explains: 
"The Neuberger Berman 
Direct Private Equity ELTIF will 
target private equity returns 
by co-investing with leading 
private equity firms globally 
and will build a diversified 
portfolio of high-quality direct 
investments.

"The strategy will have a 
strong bias towards buyout 
opportunities, blended with 
some growth and structured 
equity. It will be invested 
mainly across Europe and 
North America and will be 
diversified across geographies, 
industries, enterprise value 
sizes, value creation strategy 
and high-quality lead 
managers."

Neuberger unveils 
private equity 
ELTIF
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"The notion of 
scarcity value 
is derisory, and 
the real world 
non-criminal 
use case is so 
far unproven"
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he S&P 500 and MSCI World 
indices are up more than 

80% since last March, and market 
participants are increasingly 
talking about 'peak growth' or 
'peak PMIs'.

This may be why investors 
have hit the pause button on the 
key recovery trends of the first 
quarter. Pausing for breath and 
rebalancing portfolios seems 
prudent.

While we remain positive 

quity valuations are not in 
bubble territory – even if 

there are a few signs of froth.
Dividend yields are still at 

attractive levels versus bonds 
and last year's dividend cuts will 
soon be replaced by substantial 
rises in 2021-22. This supports 
our long-term themes, which are 
well placed for the post-Covid 
economy, but investors should 
still be ready for higher volatility 
as bond yields trend higher.

he market multiple is at 
about 22x forward earnings, 

which is at the top of the range 
we have been in over the last 
year. Therefore, earnings growth 
will need to come through for the 
market to continue its upward 
move.

We expect a tougher backdrop 
for cyclicals as we move into 
the second half of the year – 
particularly harder cyclicals like 
energy, industrials, commodities 

on risky exposures on a 12 
to 18-month horizon, we are 
somewhat more cautious in our 
view for the next three to six 
months.

There are plenty of potential 
catalysts for retrenchment 
right now, which could offer 
opportunities to lean back into 
the recovery at more attractive 
levels. Ultimately, we believe 
there will be higher market peaks 
to climb.

We retain a clear overweight 
to equities, seeing opportunities 
in less glamorous sections of the 
market that traditionally perform 
'mid-cycle' – including healthcare, 
foods, insurance, utilities and 
even real estate. A reset in the 
valuation of clean technology 
and renewable energy companies 
would present an opportunity 
to add to our climate change 
theme – which we still see as the 
defining issue of the next decade.

and even financials.
Over the past six months, 

our themes more aligned to 
a recovery – such as ageing 
population, the service economy 
and real estate and infrastructure 
– have all done the heavy lifting. 
However, we expect the themes 
that accelerated last year due 
to Covid to resume leadership 
– in areas such as health and 
wellbeing, explosion of data and 
platform companies. 

"We are somewhat  
more cautious in our 
view for the next three 
to six months"

"Investors should still 
be ready for higher 
volatility as bond yields 
trend higher"

"We expect the themes 
that accelerated last 
year due to Covid to 
resume leadership"

Is 'sell in May' 
back in play?
T

E

T
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he amount of stimulus 
undertaken by policymakers 

globally has reached astonishing 
levels – with 40% of all money 
ever created occurring last year.

QE is now being used to 
fund aggressive fiscal stimulus, 
which suggests the rebound in 
the economic cycle is still in its 
early stages. While the market 
has begun to view economically 
sensitive stocks through a 
different lens, cyclicals are still 

quity markets continue to 
be driven by macro reflation 

expectations, rather than stock-
specific factors.

In this environment, equities 
remain the most attractive asset 
class, since the global recovery 
is fuelling earnings growth, 
offsetting any increases in fixed 
income yields. 

As this recovery matures, 
we expect markets to become 
more responsive to stock-specific 

quity markets are riding 
higher on unwavering 

optimism.
Despite higher valuations, 

bouts of risk and pockets of 
froth in the market – such as in 
bitcoin, home prices and SPACs 
– investors appear to have little 
concern. Perhaps there is no 
alternative to investing in equities 
with bond yields on the rise.

While recent bad news is 
largely viewed as idiosyncratic, 

cheap relative to defensives. 
Investment-led growth can lead 
to a more permanent shift in 
preferences, and more durable 
strength of low multiple stocks – 
like after the 2000 tech wreck.

On an aggregate level, many 
investor portfolios are not well 
positioned. Net exposure to 
energy, materials, industrials 
and financials is near historic 
lows – while exposure to tech still 
remains near historic highs. 

fundamentals and start to 
differentiate between sectors and 
firms. Investor attention will then 
return to sectors where there is 
appetite for more quality stocks, 
such as technology.

Until then, we maintain our 
cyclical bias to sectorial and 
geographical equity allocations 
and remain cautious on fixed 
income assets, which are subject 
to upward pressures on long-term 
rates.

valuations continue to get more 
extended, and the risk of one 
of these events sparking a more 
systemic sell-off could increase. 
Systemic risk may already be 
here, with the threat of higher 
rates, inflation and now taxes.

We have shifted to a modest 
underweight to equities relative 
to bonds and cash, as the risk/
reward profile of equities looks 
less attractive after a strong 
rebound since last March's lows.

"Net exposure to energy, 
materials, industrials 
and financials is near 
historic lows"

"We expect markets to 
become more responsive 
to stock-specific 
fundamentals"

"We have shifted to a 
modest underweight 
to equities relative to 
bonds and cash"

Is 'sell in May' 
back in play?
T

E

E
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e recognise Royal 
Dutch Shell has taken 
market-leading steps 

to transform its business and 
reduce greenhouse gas emissions. 

In addition, we believe Royal 
Dutch Shell has, on some very 
concrete points, set an example 
for other oil majors to follow. Yet, 
being best-in-class in a relative 
sense is not sufficient for ensuring 
global warming is kept well below 
two degrees.

As last week's court ruling in 
the Netherlands demonstrated, 
it is certainly not sufficient for 
protecting shareholders against 
the elevated exposure to climate 
transition risks high levels of fossil 
fuel reliance entail.

As investors, we expect the 
oil giant to align its strategy 
with the objectives of the Paris 
Agreement. As is underlined by 
both the International Energy 
Agency's recently published 
net-zero scenario, as well as the 
Climate Action 100+ assessment 
of Royal Dutch Shell, the 

company's current ambition of a 
20% carbon intensity reduction 
by 2030 is demonstrably deficient 
compared to what will be 
needed.

At the recent Royal Dutch Shell 
AGM, we voted for a shareholder 
resolution asking the company to 
close the outstanding gaps, and 
to demonstrate in a concrete and 
unconditional fashion it will align 
its transition strategy with the 
Paris Agreement's central climate 
objectives.

The resolution did not pass, 
but gathered more than 30% 
support, sending a clear signal to 
the company it needs to continue 
improving. The Dutch court 
echoed this signal.

Although it remains to be 
seen whether the ruling in the 
Netherlands survives the appeals 
process, it should have already 
removed any doubt that an 
unfinished climate transition 
plan is a highly material source of 
legal, regulatory and reputational 
risk for shareholders.

Shell ruling sends clear message

elix Lo has joined Trium 
Capital and will launch a 

global merger arbitrage and 
event strategy.

Lo and analyst Neo 
Tsangarides will run the 
Trium Khartes Event Driven 
Fund, with an expected 
$200m based on investor 
commitments – as well as 
significant 'skin-in-the-game' 
from Lo and strong seed 
capital from Trium.  

The strategy delivers a 
consistent source of true 
uncorrelated returns by 
investing in a wide spectrum 
of global merger and 
corporate events. The team 
focuses on relatively under-
covered international small 
and mid-cap situations to 
generate additional alpha, 
while increasing diversification 
and reducing volatility. 

Lo says: "The data is hugely 
encouraging. The second half 
of 2020 was the busiest on 
record and M&A activity has 
now fully recovered to above 
pre-Covid levels. This has 
led to an attractive supply/
demand opportunity.

"Historically, coming out 
of a big shock, deal activity 
slowly recovers through 
smaller deals. Following 2008, 
it took until 2014 before 
large-cap deals started coming 
back. This time, the recovery 
has been dramatic. With a 
busy universe, there will be 
more opportunity to unearth 
smaller mid-cap deals across 
geographies, creating more 
scope for alpha generation."

Trium launches 
event driven fund 
for Felix Lo

W
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"We expect 
Shell to align 
its strategy 
with the Paris 
Agreement"
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resident Joe Biden's first 
address to Congress 
conveyed, in no uncertain 

terms, that his first 100 days are 
a precursor for what is next – a 
paradigm-shifting investment 
in America's infrastructure and 
social safety net.

The massive expenditures 
and the tax increases necessary 
to finance those plans could 
– if enacted – have important 
implications for both markets 
and the US economy. In our 
view, technology, healthcare, 
industrials and utilities appear 
most likely to be impacted by 
potential legislative actions.

Biden's Build Back Better 
platform to reshape the economy 
comprises two packages: the 
American Jobs Plan, which 
focuses on infrastructure 

s investors adjust 
asset allocations for 
the shifting market 

environment, we believe real 
estate investment trusts (REITs) 
are particularly appealing.

Just as Covid-19 upended the 
REIT market in 2020, we believe 
real estate could directly benefit 
from vaccine distribution and the 
massive fiscal stimulus introduced 
in the past year – even as rates 
rise. In particular, property types 
that were disproportionally 
affected by social distancing 
measures, including hotels, retail 
and offices, stand to benefit 
directly from the economic 
reopening. 

Real estate sectors tend 
to have varying sensitivity to 
economic growth based on lease 
durations. Property types with 

spending and fostering innovation 
in critical industries, and the 
American Families Plan, which 
seeks to improve access to 
education, as well as expand and 
extend tax credits for lower-
income households and those 
with children. The latter proposals 
aim to accelerate the return of 
workers with young dependants 
to the labour market and could 
boost to consumer spending.

We expect these spending 
and revenue provisions to pass 
before year-end through the 
budget reconciliation process, 
which only requires a simple 
majority vote in the Senate. Given 
the likely moderation of some 
spending and tax rate proposals, 
anywhere from $2.5trn to $4trn 
in spending and $1trn to $2trn in 
tax increases could become law.

shorter lease durations – such as 
hotels, self-storage, apartments, 
senior housing operating assets 
and billboards – may benefit 
more from economic expansion, 
as landlords can quickly adjust 
rents to capture rising demand. 
Other sectors with longer lease 
durations, such as net lease 
companies, often have explicit 
rent escalators tied to a published 
inflation rate. 

Consequently, REITs have 
historically responded favourably 
to inflation surprises, compared 
with the negative impact on 
stocks and bonds.

Active REIT managers who 
understand these differences can 
position portfolios to potentially 
take advantage of changes 
in interest rates and inflation 
expectations.

Biden beyond 100 days

Expect a REIT resurgence

P
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New co-manager 
added to Zadig 
OYSTER fund

"We expect 
the provisions 
to pass before 
year-end"

"Real estate 
could directly 
benefit from 
vaccines"

adig Asset Management 
has appointed Luc Pez as 

co-manager on the OYSTER 
Sustainable Europe Fund, 
joining Louis Larere.

Formerly founder and 
managing director of Rare 
Earth Advisory, Pez has worked 
with Zadig over a number of 
years on research and SRI-
focused projects. His company 
offered consulting, research 
and strategic advisory services 
on ESG issues.

Pez – a certified ESG analyst 
– has more than 20 years of 
experience in finance and 
worked as a basic resources 
analyst at Exane BNP Paribas, 
Oddo Securities and SG 
Securities.

Pierre Philippon, director 
of Zadig Asset Management, 
says: "Luc's skills will be 
helpful in further improving 
the sustainability profile 
of the fund by researching 
and investing in sustainable 
companies in industries often 
excluded by SRI managers 
– such as basic resources, 
chemicals, and energy 
producers."

Philippe Uzan, CIO 
asset management at iM 
Global Partner, adds: "We 
are delighted to have a 
fund manager with such 
an interesting background 
in sustainable investing 
and ecological projects.
His appointment brings the 
number of portfolio managers 
and analysts at Zadig to seven, 
with an average 20 years of 
experience."
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he pandemic and the 
associated lockdowns 
have brought 

unprecedented stresses on the 
global economy. 

Over the past year, we 
have endured a simultaneous 
collapse in aggregate supply and 
aggregate demand, significant 
labour market stresses, 
disruptions in financial markets, 
and qualitatively new types of 
macro risks and uncertainties.

Notwithstanding the severity 
of these shocks, global GDP 
ended the year down by less than 
1%. If China's strong performance 
is excluded, the decline is closer 
to 3%, a sizeable drop, but much 
smaller than seemed likely last 
spring and summer.

Bottom line, the global 
economy has proved itself 
remarkably resilient. Firms 
have successfully shifted 
operational aspects to the virtual 
world. Firms, workers, and 
consumers have been forced to 
act differently, and they have 
responded with resourcefulness 
and flexibility. Some of the 
resulting shifts, such as the 
more effective deployment of 
virtual tools, are likely to be long 
lived. And it can be argued the 
economy will be more productive 
as a result. 

During the pandemic, 
global core goods inflation has 
surged to decade highs, while 
services inflation has moved 
to the lowest level since the 
global financial crisis. How this 
divergence unwinds will be a 

key determinant of inflation over 
the next year or two. Even so, 
the performance of the services 
sector has varied somewhat 
across countries. Services PMIs, 
for example, point to a stronger 
rebound in the second half of last 
year in the US than in the euro 
area and Japan.

Going forward, we see an 
exceptionally strong recovery 
set for the global economy. 
Propelled by vaccines, continuing 
macro stimulus, and a resurgent 
consumer, global GDP is poised to 
jump by more than 6% this year. 
The US and China will lead, but 
growth in the euro area and the 
UK should gradually pick up as the 
year progresses. Latin America, in 
contrast, is expected to lag. The 
likelihood of a successful global 
vaccination campaign is a pillar of 
the outlook. 

Continuing fiscal and 
monetary stimulus is another 

Recovery a foregone conclusion

T
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factor that should drive the 
rebound. This stimulus provided 
critical support during the 
downturn, and policy is likely to 
remain accommodative. In DM, 
we expect vigorous monetary 
support will continue as central 
banks fight to push inflation back 
towards their targets.

As for inflation, this is 
something we will continue to 
closely monitor. But we believe 
after a temporary boost this 
year, inflation will revert to low 
levels. Many of the structural 
headwinds that weighed on 
growth and inflation in the years 
before the pandemic, including 
ageing demographics and high 
debt levels, are still in place and, 
if anything, seem likely to be 
more pronounced. In this respect, 
the performance of inflation 
following the pandemic is likely to 
resemble performance before the 
pandemic erupted.
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"Bottom line, 
the global 
economy has 
proved itself 
remarkably 
resilient"


