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Amplia Monthly Investment Letter 

A record month for stock markets 

November shot the lights out by breaking records in terms of 
stock market performance. After two consecutive months of 
losses, the relief rally was enormous. First the political 
uncertainty faded when Mr. Biden won the US election by a 
margin higher than initially anticipated. Then positive test 
results of three different vaccines for COVID-19 were 
published. Especially pan-European equities – that had been 
lagging their American and Asian counterparts throughout the 
year – clocked their best month ever, with Euro STOXX 50 
gaining a whopping 18.09%. With equities perceived safer, the 
going was more muted but for example S&P 500 still gained 
10.95% as well. 

Whilst we had previously argued for the market to cheer up 
after the US election, we did not consider it probable to have 
good COVID vaccine news coming out so quickly. Therefore, it 
was a pleasant surprise to see many catalysts materialising at 
once, and a good month for those who had faith in stock 
ownership. 

Where next? 

The market may look for a clear direction before the year-end. 
The investor mood could fluctuate between delight and despair 
depending on the COVID-19 situation. So far, the new lock-
downs– which are quite similar to the ones experienced in the 
spring months, especially in Europe – only seem to have a 
modest drag on stocks. This is probably because investors are 
counting on further monetary and fiscal stimulus (alongside 
the already announced PEPP and Next Generation EU 
programs) if the situation in Europe deteriorates much. Also, 
investors traditionally investigate the future and set aside 
current woes, which might be the case here as well. 

The first quarter of 2021 contains many elements that should 
support the economic growth. First, the new US Congress will 
convene on 4th January. We expect it pass a new fiscal stimulus 
program in the US in a swift fashion to replace the mostly 
expired CARES Act. Mr. Biden will swear the presidential oath 
on 20th January, reducing political uncertainty further. The 
Biden administration will likely come up with additional fiscal 
programs, such as one focused on green energy infrastructure, 
but whether and when these can be legislated depends on the 
Senate whose constituents are clear only after Georgia’s run-off 
election on 5th January. At any rate, even if the new fiscal 
stimulus would be smaller than the $2.2 trillion CARES Act 
from spring 2020, with the Congress divided about the size of 
proposals (drafts vary between a $3 trillion HEROES Act and $1 
trillion HEALS Act), any on-going support to the economy 
would keep the recovery alive.  

In the meanwhile, AstraZeneca announced it could supply 
“hundreds of millions of doses” of its vaccine in January 
already. Pfizer expects to produce its version of vaccine for 
650m patients and Moderna for over 1bn patients during 2021. 
The UK will be the first country to start vaccinating its 
residents next week. Although this does not create a worldwide 
herd immunity yet, it should help the countries to phase out 
restrictive measures in the first half of 2021.  

Thus, the macroeconomic outlook ought to keep improving in 
2021. Europe could admittedly experience a short double-dip 

recession with growth turning negative in the running quarter. 
On the other hand, emerging markets are recovering quickly. 
Especially China is on a solid growth trajectory, with the fresh 
November manufacturing PMI climbing to a ten-year high.  

Our markets positioning 

We remain overweight equities and risk assets in general. 
Sector-wise we acknowledge the potential for further rotation 
towards cyclicals and beaten-down names if the recovery 
continues like it did in November. In that respect, select cyclical 
names look attractive. However, we prefer to keep the core of 
our equity strategy stable, favouring sectors exposed to 
megatrends and secular growth. Although most tech names 
underperformed the broader market in November as the “stay 
inside” trade lost its shine, the pandemic just accelerated the 
pace of change towards a digital economy. The effects will be 
long-lasting, and therefore making use of the present narrower 
valuation premiums versus chimney pipe companies may be 
wise. The upcoming months will bring more clarity especially 
for the big tech, when the US Justice Department publishes 
more details of potential antitrust suits against them. As with 
all political uncertainty, the exact nature of the suits may also 
send the target companies’ shares upwards, as happened with 
Google in October when the antitrust accusations were laid 
bare in a much more narrow form than anticipated by the 
market. Our base case is that the US will not break up its 
“national champions” which compete with Chinese rivals, and 
that the antitrust suits will turn out to be a paper tiger. 

The risk-on stance applies to fixed income as well. We favour 
high yield bonds over high grade ones. Many high yield issues 
still trade at high risk premiums, usually due to their local 
nature of business (lack of geographical diversification) or 
exposure to sectors with little visibility (such as energy, travel 
and leisure). Meanwhile, long-term government bond yields 
notched upwards from the ultra-lows seen a month ago amid 
positive news on the economy and can thus be used better 
again as a risk-diversification measure in a portfolio context. 

Gold appears more attractive than for a long time. The fact that 
risk premiums on many asset classes have fallen does not 
justify the drop in gold price from the highs of August, 
$2063/oz, to the present levels of $1824. Quantitative easing 
programs keep printing money globally, resulting in highest 
inflation expectations in many Western economies since 2018. 
The Fed and ECB have recently adopted “average” respectively 
“symmetrical” inflation targets that allow inflation to overshoot 
target levels previously considered sacred, without any real 
risk of curbs on money supply. Lastly, the US dollar index 
trades at lows last time seen in spring 2018. A weaker dollar 
usually contributes to higher gold prices via increased demand 
from emerging markets. Ironically, the price of Bitcoin is 
breaking new records in the meanwhile. If I had to seek 
alternatives to traditional risk asset classes, I would favour 
gold any time over Bitcoin as a portfolio diversifier, not least 
because of the former’s lower transaction costs and higher 
investor safety mechanisms. 

Wishing you a peaceful Christmas time and prosperous new 
year, 

on 2nd December 2020 

with kind regards 

Juho Kivioja 


