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Disclaimer
The contents of this document are confidential and are meant for the intended recipient only. If you are not the intended recipient, please 
delete all copies of this document and notify the sender immediately. 

This document, provided as a general commentary, is for informational purposes only and is not to be construed as an offer to sell or solicit 
an offer to buy any financial instruments in any jurisdiction. This does not constitute any form of regulated financial advice, and your 
independent financial advisor should be consulted prior to taking any investment decision(s).

This document is based on information from sources which are reliable but has not been independently verified by Lighthouse Canton Pte 
Ltd and its subsidiaries ("LC"). LC has taken the reasonable steps to verify the contents of this document and accept no liability for any loss 
arising from the use of any information contained herein. Please also note that past performances are not indicative of future performance. 

Information contained herein are those of the author(s) and does not represent the views held by other parties. LC is also under no 
obligation to update you on any changes made to this document.

This document is prepared by Lighthouse Canton Pte Ltd and its subsidiary, Lighthouse Canton Capital (DIFC) Pte Ltd, which are regulated 
by Monetary Authority of Singapore (“MAS”) and Dubai Financial Services Authority (“DFSA”) respectively. MAS and DFSA has no 
responsibility for reviewing, verifying and approving the contents of this document and/or other associated documents. The contents of 
this document may not be reproduced or referenced, either in part or in full, without prior written permission from LC.

This document is confidential and is only intended for Accredited Investors and/or Professional Clients, as defined by MAS and DFSA.
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Macro Highlights
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Improving Labour 
Market in US (1/2)
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Source: Lighthouse Canton, Bloomberg dt. 06th Mar 2022
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• US Unemployment rate came in at 3.8%, lowest since the

pandemic erupted. This was against a consensus of 3.9%

and prior reading of 4%

• US Non Park Payroll (NFP) Change came in at 678,000 for

the month of Feb 2022 as against a consensus of 423,000

and prior month reading of 467,000. Reopening of the

services sector is said to be the key reason behind such a

sharp improvement.



Improving Labour 
Market in US (2/2)
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• Average hourly earnings Month-on-Month (MoM) for Feb

showed no growth, perhaps a sign of easing labor markets.

This was against a consensus growth of 0.5% and prior

reading of 0.7%. YoY printed a 5.1% growth against a prior

reading of 5.7% (top right).

• Labour force participation improved to 62.3% in Feb,2022

against a consensus of 62.2%. Prior reading was also

62.2%.

Source: Lighthouse Canton, Bloomberg dt. 06th Mar 2022
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China Government 
Work Report 2022
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• Gross Domestic Product (GDP) growth rate target of around

5.5% is the lowest number since tracking began, but still higher

than expectation.

• Military spending will increase by around 7.1%

• Target of CNY 2.5 trillion of tax cut/rebate was included in the

report for the first time, and much higher than market

expectation.

• Continue to provide subsidies to new energy vehicles;

encourage rural consumers’ adoption of, or trade-in for,

green/smart appliances.

• Set up a financial stability fund to prevent systemic financial

risks and to stabilize housing prices.

Source: Lighthouse Canton, www.gov.cn 06th Mar 2022

2022 Target 2021 Actual

GDP Growth 5.5% 8.1%
(2020-2021 2Y 
average 5.1%)

Urban job creation >11 million 12.7 million

Unemployment rate <5.5% 5.1%

CPI ~3% 0.9%

Budget deficit as a 
percentage of GDP

2.8% 3.1%

Fiscal spending CNY 26.71 
trillion (+8.4%)

CNY 24.63 trillion 
(+0.3%)

Local government 
debt issuance

CNY 3.65 
trillion

CNY 3.53 trillion

http://www.gov.cn/


Fixed Income 
Highlights
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Fixed Income – Executive Summary (1/2)
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Recession fears

• The war in Ukraine injects further uncertainty into an already highly uncertain situation, raising questions about the pace of real

activity and the availability and price of energy, food and other critical raw materials.

• Every US recession since 1960 has been preceded by an inversion of the US Treasury curve, with shorter-maturity yields rising

above longer-maturity ones. Currently, the yield spread between the 10-year and 2-year Treasuries is at 35bps, and on a 1-year-

forward basis is an even flatter at a mere 6bps.

• European bond markets are now pricing in an economic slowdown, and we would recommend reducing positioning or completely

steering clear from European equities and HY credits for the time being.

• Emerging Markets (EM) portfolio managers face steep losses on their Russian debt holdings, with no market liquidity available to

exit Russian positions, they will likely need to sell other bonds in their portfolio to manage risk, thereby creating contagion for all of

EM debt.



Fixed Income – Executive Summary (2/2)
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Interest Rates

• The swaps markets are pricing in six quarter-point hikes from the Fed this year. The Fed’s Quantitative Tightening is likely to shift

the U.S. yield curve higher in the coming quarters (by an estimated 3 bps / month for the US Yield Curve). JPMorgan predicts up to 9

hikes by the Fed to keep inflation under control. We anticipate the US 10Y yield, currently at 1.97%, to end the year between 2.00%

and 2.25%.

• The European Central Bank (ECB) delivered a hawkish surprise on March 10th. It announced a faster exit from its Asset Purchase

Programme (APP) bond-buying plan. Monthly net purchases will decline from EUR 40 billion to EUR 30 billion in May and to EUR 20

billion in June. Net purchases in Q3 will ultimately depend on the medium-term inflation outlook: unless it weakens, then net

purchases will end in Q3. The ECB also raised its 2022 inflation forecast to 5.1% from the December projection of 2.6%.

• The People’s Bank Of China (PBOC) is the only large Central Bank easing, which illustrates that the Chinese economy is slowing

down.



Equity Highlights
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Equities – Executive Summary
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• Thanks to the January/February correction, US equities now start looking “fairly” priced. We expect US equities to remain volatile

throughout the year, in a context of quantitative tightening (bearish) balanced by investors “buying the dip”.

• We recommend reducing or completely steering clear from European equities (and High-Yield (HY) credits) for the time being.

Indeed, bond markets are now pricing in an economic slowdown in Europe and the quantitative tightening, announced by the ECB to

tackle inflation, does not bode so well for European equities in the coming weeks.

• China’s Regulatory Clampdown Is Not Over. The structural nature of the crackdown justifies a higher equity risk premium and

lower multiples for Chinese stocks. The threat by US authorities to delist Chinese ADRs from US exchanges is also putting

pressure on Chinese stocks. Do not rush when building up a long book. Long/Short managers probably a safer play.



Valuations are getting 
less expensive
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• The forward P/E ratio for the S&P 500 index has dropped to

19x, which is just 1.2 point above its long-term average of

17.8x.

• While US equities are not cheap yet, we are less anxious

with valuations as far as US equities are concerned.

Source: Lighthouse Canton, 10/03/2022



Operating margins 
expected to shrink 
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• According to Crescat Capital LLC, the Chicago Purchasing

Manager Index (PMI) has a 6-month lead on US Operating

margins. Since the latest PMI reading are pointing towards

lower levels, we can expect margins to be revised lower, on

average, by year end in the US. Not to mention that the

Ukrainian crisis is likely to exacerbate the trend.

• This is another reason why we remain cautious on equities

this year.

Source: Lighthouse Canton, 10/03/2022



European Banks 
under pressure
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• European banks (SX7E) have plunged 25% from their recent

peak of February 10th. The war in Ukraine and the related

sanctions, notably removing Russian Banks from the

international payment system (SWIFT), is potentially a huge

business disruptor.

• We generally do not recommend financial stocks (few

exceptions) to investors because of the asymmetry of

returns: Upsides are always lengthy and limited whereas

downsides are always large and sudden.

Source: Lighthouse Canton, 10/03/2022



Currencies & 
Commodities
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Currencies & Commodities – Executive Summary
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• Gold will remain volatile because of opposite forces. On one hand, a stronger USD and rising rates are making Gold less attractive

to investors. On the other hand, geopolitical instability is positive for the precious metal. With almost no correlation to US Equities

(0.09 between March 2016 and March 2022, Monthly observations), we consider Gold as a good diversifier but not as a good hedge.

• As the Chinese economy becomes the world largest, we remain supportive of the CNY for all investors with a long-term view.

• Below 1.10, the Euro start looking attractive for institutional investors, with a long-term horizon (5-10Y). For investors with a shorter

investment horizon, we recommend waiting for the EUR/USD to trade closer to 1.05 before adding European equities.

• Commodities are likely to remain highly speculative throughout 2022. We recommend outsourcing the trading of commodities to

well establish managers with strong risk-management culture.



Commodities are 
soaring, renewed 
inflation fears 
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• Almost all commodities have skyrocketed over the Ukrainian war and

its related Russian sanctions. Nickel, Wheat, Oil and Palladium have

jumped 30% to 100% over the last 30 days.

• Oil Futures had their biggest daily swing ever on March 8th after the

U.S. said it's considering a ban on Russian imports, with Brent surging

to nearly $140 before pulling back to about $122, still the highest price

since 2012.

• Nickel is trading at record high as supply risk sparks short squeeze.

Commodities Level Change 1M (%) Change 1Y (%)

Nickel 48211 103% 194%

Wheat 1425 85% 118%

Brent Crude 125.3 38% 84%

WTI Crude 120.3 35% 85%

Palladium 2945 31% 27%

Corn 728 15% 29%

Natural Gas 4.74 12% 78%

Silver 25.5 10% 2%

Platinum 1130 9% -1%

Gold 1989 9% 18%

Copper 474 6% 16%

Coking Coal 2642 -1% 65%

Iron Ore 822 -2% -35%

Source: Lighthouse Canton, Bloomberg dt. 08th Mar 2022



Volatility on 
Currencies is normal
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• The JPM G10 Forex Volatility 1M Index tracks the 1 month implied

volatility of G10 currencies. The index is now back to 9.5% which

is significantly higher than the average seen in 2021 (average of

6.1%) but reasonably close to the average of 9.3%, calculated

over the period March 2004 – March 2022. The anomaly was the

lack of volatility in 2021, not today’s level.



Gold, USD and CNY 
are getting stronger

19

• Gold and USD have benefitted most from the unstability. Both

currencies are up over 1 month, respectively +8.8% and +3.6%.

China is also looking stronger, with the CNY up +0.9% over the

last 30 days. CHF (Swiss) and JPY (Japan), traditionally

considered as “safe haven”, are surprisingly flat over the same

period.

• Commodity-related currencies such as BRL (Brazil) and CLP

(Chile) are also in demand, supported by higher commodity

prices.

• The biggest losers are the Ruble (Russia) down 37%, as well as

the European currencies (EUR, GBP).

Currencies Level Change 1M (%) Change 1Y (%)

XAU/USD 1987.420 8.8% 18.1%

USD (DXY) 99.080 3.6% 7.3%

BRL/USD 5.100 3.1% 14.1%

CLP/USD 813.160 1.4% -9.6%

CNY/USD 6.310 0.9% 3.4%

JPY/USD 115.410 0.1% -5.6%

CHF/USD 0.930 -0.1% 1.2%

HKD/USD 7.820 -0.3% -0.6%

SGD/USD 1.360 -1.3% -0.9%

INR/USD 76.970 -2.9% -4.8%

GBP/USD 1.310 -3.1% -5.1%

EUR/USD 1.090 -4.7% -8.2%

TRY/USD 14.400 -5.8% -46.1%

RUB/USD 120.140 -36.9% -37.8%

Source: Lighthouse Canton, Bloomberg dt. 08th Mar 2022



Thematic Spotlight
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Oil prices should remain elevated 

• Oil price likely to remain close to 100$/b in 2022.

• Majors expected to resume Capex spending to maintain production, in a context of record profits 
and few years of under investments (negative prices in 2020, Covid).

21



Daily Range Accrual on 
30y-2y SOFR CMS >= 0
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Credit Underlying Rating Fixed

Barclays (Sub) Baa2 / BB+ / BBB+ 5.58%

HSBC (Sub) Baa1 / BBB / A- 5.20%

Prudential (Sub) A3 / BBB+ / BBB+ 5.20%

Standard Chartered Plc (Sub) Baa2 / BBB- / BBB+ 5.69%

Tenor 5yNC1y

Condition 30y-2y SOFR CMS >= 0

Counterpart Nomura

Issue Date T+2W

Source: Lighthouse Canton, Bloomberg



Biotechs have 
become M&A target 

• XBI US (Biotech ETF) is down almost 50% from its January 
2021’s peak, a stark contrast with Pharmaceuticals which are 
trading, on average, close to record high level. The Biotech 
underperformance is a combination of several factors: drug 
price reform, pipeline being dragged because of covid, impact 
of higher rates on valuations. Since Pharma are cash rich and in 
need to rebuild their drugs pipeline, we see Biotechs as 
potential acquisition targets.
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Source: Lighthouse Canton, Bloomberg



The Case for Carbon 
Credits

Price Projection
• Marginal cost to abate 1 tonne of CO2 can be a reasonable and 

logical proxy for the cost of a carbon credit contract.
• Today’s voluntary carbon credit prices are between $5 to $12
• A 23GT of demand potential by 2030 would translate to a 

potential cost of a carbon credit to be in the range of 
$100/tonne → 8 – 20x potential over the next 8 years.
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Source: The Economist
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