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FORWARD OUTLOOK
Vaccine rollouts, additional fiscal and ongoing monetary stimulus, combined with pent-up demand supported by the
accumulation in personal savings, will support growth in 2021 as restrictions lift.
The overall backdrop for global equity markets remains favourable given record corporate earnings growth in 2021.
Tech remains our biggest overweight where we have been adding frontier stocks with high growth rates and disruptive
business models. The recent passage of the $1.9 trillion stimulus bill and effective vaccine rollout in the US should
create tailwinds for loan demand which bodes well for US banks. Further, rising treasury yields and attractive valuation
(34 percent discount relative to the MSCI World Index) will also benefit the Financial sector. We maintain our
overweight in the Healthcare sector where we prefer medical devices companies with strong balance sheet, free cash
flow, and competitive advantage. On the flip side, we are underweight Utility and Consumer Staple companies given
our expectations of moderately higher longer-term yields which reduces the attractiveness of their dividends.
Regionally, we are overweight Japanese stocks given their high operating leverage which is beneficial in an economic
recovery. Japan also provides value exposure (almost half of Japanese stocks are trading below 2X Price to Book Value)
and historically Japan outperforms in a rising yield environment. Within Europe, we are overweight UK stocks as they
are trading at a 23 percent discount relative to mainland European stocks which warrants gradual investment given the
successful vaccine rollout in the UK. Moreover, UK sector exposure is more skewed to reopening beneficiaries (58
percent cyclical sector exposure and only one percent Information Technology exposure). In Emerging Markets, we like
South Korea which benefits from rising global chip demand and is levered to rebounding global growth. In addition,
South Korea also has low government debt, a smaller fiscal deficit, and an attractive valuation (Forward P/E is trading at
33 percent discount relative to MSCI World Index). Indian GDP is expected to bounce back by 10.2 percent in Fiscal
Year 2022 after a slump from the COVID-19 crisis. We are overweight India because of its positive structural growth
story given supportive demographics and catch-up potential with regards to urbanization and productivity.
For fixed income markets, we are keeping duration short as we expect longer-dated bond yields to edge higher in the
US on the economic restart. Meanwhile, the Fed firmly anchors shorter-dated yields, resulting in a steeper yield curve
(i.e. longer-dated yields rise on growth and inflation expectations while the shorter-dated ones are little changed). In
Europe, the ECB has indicated a faster pace of bond purchases to stem a rise in yields – as such the interest rate
differential against the US will widen. We are cautious on interest rate sensitivity (duration) but may find opportunities
to lengthen duration by adding longer-term bonds as interest rates rise in 2021, but with no maturities exceeding five
years.
The US dollar should see some appreciation against the euro amid a wider interest rate differential near term and slow
roll-out of the joint EU fiscal policy stimulus. The relative vaccination trade will also support the US dollar and Sterling
over the next few months as political bickering in the eurozone is dampening vaccine rollouts and a return to
normality. Commodity currencies such as the Canadian dollar, the Australian dollar, and the Norwegian krone should
all benefit from the global economic recovery as demand for commodities rise. The Brazilian real and the Mexican peso
both face downside risks versus the US dollar; Brazil is one of the worst affected countries of the pandemic and risk for
political populism is high; meanwhile economic activity in Mexico is poor and US relations are tense.
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KEY ECONOMIC FACTORS

AS AT MARCH 31, 2021
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The global economy is set for a solid rebound this year as vaccines
and expansionary monetary and fiscal policies help repair the
damage from the pandemic. In the US, the labour market is
improving, consumer spending is accelerating, and the factory
sector remains strong. Further, President Biden’s $1.9 trillion relief
package consists of direct deposits to most Americans, extends a
$300 per week unemployment insurance supplement until
September, and expands the child tax credit for a year. An
infrastructure spending package is next on the agenda. In the EU,
underlying business sentiment looks strong and households are
sitting on savings, some of which will be spent once most
restrictions on public life are removed. Rapid progress on
vaccinations in India is driving improvement in consumer
confidence and growth in power demand and gains in employment
suggest the industrial recovery is gaining momentum. We agree
with Bloomberg consensus estimates and expect global growth of
5.6 percent in 2021.
Most major central banks keep their monetary policies highly
accommodative. In the US, the Fed is planning to keep the range for
the federal funds rate at zero to 0.25 percent until 2023, effectively
anchoring shorter-dated interest rates, and Fed Chair Powell has
indicated the Fed will not be bothered by a temporary rise in
inflation. The ECB is temporarily boosting the bond-buying
programme to keep longer-term yields low and supportive of the
recovery as vaccine delays left the EU badly exposed to a third wave
of infections and new lockdowns. The Bank of England is on hold for
now. The Bank of Canada will soon start tapering bond purchases
amid concern the central bank owns too much of the country’s debt
– currently about 35 percent of Canadian sovereigns - and owning
more would impair market functioning. Brazil’s central bank has
started raising rates and another increase is likely in May to stem
off inflation and support the currency. Mexico’s central bank is on
hold on inflation concern.

GLOBAL TRADE
Global Trade

Trade tensions between the US and China are ongoing. Supply
chains are scrutinized and greater weight put on resilience, even at
the expense of efficiency.

GEOPOLITICAL
Geopolitical
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Geopolitical risks are mounting.
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EARNINGS GROWTH

VALUATIONS
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Relative valuations appear to be reasonable compared to
historical averages with resource-based economies and the
UK looking particularly attractive.

Corporate earnings are expected to post a recovery in First
Half 2021 as economies reopen and vaccines are rolled out
across the world.

Source: Bloomberg

Source: Bloomberg
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EARNINGS GROWTH
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Growth in Health Care stocks remains underpriced while
Financial stocks are trading below the historical average
multiple despite recent outperformance.
Source: Bloomberg

Earnings are expected to recover across the board with the
rebound in economically sensitive sectors such as Energy,
Consumer Discretionary, and Materials expected to be
particularly strong.
Source: Bloomberg
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GLOBAL MARKET COMPARISON

MARKETS IN REVIEW - FIRST QUARTER 2021

AS AT MARCH 31, 2021

Global equities gained in First Quarter 2021
as investors priced in a rapid global recovery
from the pandemic, albeit textured by
regional divergences on vaccination programs
and central banks’ willingness to ease superloose monetary policy. The US and the UK
outperformed as they progressed well with
their vaccination programs.

US MARKET INDICES

US stocks posted positive performance on
the back of solid economic momentum, rapid
vaccine rollouts, and President Biden’s fiscal
stimulus packages which boosted sentiment.
Technology stocks underperformed amid
rising US Treasury yields.
Overall, the S&P 500 rose 5.77 percent in the
quarter and value stocks outperformed
growth stocks.

DEVELOPED MARKETS

The Canadian market was one of the best
performing in the quarter as oil prices
recovered. Eurozone markets, with a
relatively larger exposure to Financials, did
well amid rising global bond yields. Global
chip shortage helped semiconductor stocks
in the Netherlands while Switzerland
underperformed as the Swiss franc
depreciated against the US dollar.
Developed Markets returned 4.06 percent
during the quarter in US dollar terms.

All returns are expressed in US dollars. Source: Bloomberg
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MARKETS IN REVIEW - FIRST QUARTER 2021
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EMERGING MARKETS

Emerging Market equities underperformed
mainly due to a stronger US dollar. Taiwan
outperformed led by semiconductor stocks
which benefited from rising global chip
demand. Brazil was the worst performer due
to political instability and rising COVID-19
cases which depreciated the currency. Chinese
equities fell, led by tech stocks on expectation
of headwinds from new regulations.
Overall, Emerging Markets appreciated by
1.95 percent.

MAJOR CURRENCIES

The US dollar appreciated against most major
currencies on rising US Treasury yields which
resulted in wider interest rate differentials.
Further, the US dollar and the Sterling both
benefited from rapid vaccine rollouts. The
euro depreciated against the US dollar on slow
implementation of the recently approved
€750 billion recovery fund and a vaccine
distribution fiasco. The Brazilian real
depreciated against all majors on political
turmoil and an increase in COVID-19 cases.

BONDS

Bond yields rose around the globe in First
Quarter 2021. In the US, yields rose on
President Biden’s massive fiscal stimulus
packages, the gradual opening of the
economy following vaccine rollouts, and
improving economic data. Canadian yields
rose as commodity and crude oil prices rallied.
German yields rose less than those in the US
as the ECB ramped up the pace of bond
purchases to stimulate the eurozone
economy.
All returns are expressed in US dollars. Source: Bloomberg
BIAS structures portfolios according to the needs and risk profile of a specific investor. Some systematic risks should be acknowledged over which BIAS and other
asset managers have no control including: trading on exchanges not regulated by any US Government agency, the Bermuda Monetary Authority, or the Cayman
Islands Monetary Authority; possible failure of brokerage firms or clearing exchanges; illiquid Markets which may make liquidating a position at a given price more
difficult. For more details on these and other risk factors, please refer to BIAS’ Form ADV filed with the US Securities and Exchange Commission.
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MISSION STATEMENT
The entire BIAS staff is committed to exacting ethical standards and professional
conduct as dictated by the CFA Institute.

As a team we pledge to add value by anticipating and addressing client needs
proactively and by providing consistent and exceptional customer service.
In a time when investors are overwhelmed by the vast amount of information available,
we consider our responsibility at BIAS to bring clarity to our clients so that they can
achieve their financial goals.

BERMUDA INVESTMENT ADVISORY SERVICES LIMITED
Wessex House, Second Floor, 45 Reid Street, Hamilton HM 12
P.O. Box HM 988, Hamilton, HM DX, Bermuda
T: (441) 292-4292 | F: (441) 292-7292 | E: info@biasinvestors.com
www.bias.bm
Licensed to conduct Investment Business by the Bermuda Monetary Authority.
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Piccadilly Center, 4th Floor, 28 Elgin Avenue, George Town.
P.O. Box 30862, Grand Cayman, KY1-1204, Cayman Islands
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Licensed by the Cayman Islands Monetary Authority to conduct Investment Business.

