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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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Fixed Income 
Highlights

3



The Fed kicked off its 
tightening cycle

• The Fed kicked off its tightening cycle with a 25 bps hike and 
signaled six more increases this year, in what would be the 
most aggressive policy campaign in decades. The new dot plot 
projects rates ending the year at 1.9%, in line with market 
estimates, and then rising to about 2.8% by the end of 2023, 
which would be considered restrictive to growth. Officials 
pledged to start shrinking their $8.9 trillion balance sheet as 
early as May. Chairman J. Powell added that a 50-bp increase 
remains a possibility, pledged to remain "nimble," and 
characterized the U.S. economy as "very strong" and the labor 
market as tight "to an unhealthy level."
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Credit markets are 
tightening quickly

• The spread between US Treasuries (10Y) and BBB rated 
Corporate debt is rising quickly, illustrating tougher economic 
conditions going forward. 

• Global bond markets have been under pressure so far this year, 
as surging inflation forces yields higher. The Bloomberg Global 
Aggregate Index, a benchmark for government and corporate 
debt, is now trading 10% below its January 2021’s peak.
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Fixed Income – Executive Summary
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• The Fed kicked off its tightening cycle with a 25 bps hike and signaled six more increases this year. The new dot plot projects rates

ending the year at 1.9%, and then rising to about 2.8% by the end of 2023. What is already considered as “the most aggressive policy

campaign in decades” will be watched closely by investors who fear that a hawkish policy might derail growth as soon as next year.

Indeed, 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 a meager 22bps.

• The Bank of England (BOE) is expected to hike by 25 bps to 0.75%, bringing rates back to pre-Covid levels.

In case you missed it:

• The European Central Bank (ECB) delivered a hawkish surprise on March 10th. It announced a faster exit from its 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 People’sBank 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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U.S. Valuations are 
getting less expensive

In case you missed it: 
• The forward P/E ratio for the S&P 500 index has dropped to 19x, 

which is just 1.2 points 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.
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Equities – Executive Summary
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• Thanks to the Q1 2022 correction, US equities are beginning to look “fairly” priced. We expect US equities to remain extremely

volatile throughout the year, in a context of quantitative tightening and interest rate hikes on the one hand and speculators “buying

the dip” on the other hand.

• The recent announcement by Liu He (China’s Vice Premier) that Authorities would take “measures to support the economy and

financial markets” suggests that policymakers are deeply concerned about the recent market rout. We believe beaten-down

Chinese stocks offer a good entry point for long-term investors. We also believe that China’s regulatory clampdown is not over yet,

which justifies a higher equity risk premium and lower multiples for Chinese stocks.

In case you missed it:

• 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.



Currencies & 
Commodities
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Commodities are 
soaring, renewed 
inflation fears 
• Almost all commodities have skyrocketed over the Russia-

Ukraine war and its related Russian sanctions. Nickel, Wheat, 
Oil and Palladium have jumped 30% to 100% since the conflict 
started.

• Oil Futures remain very volatile and driven by the news flow 
related to Russian sanctions.
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Source: Lighthouse Canton, March 18th 2022



Volatility on 
Currencies is normal

In case you missed it: 
• 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.
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Source: Lighthouse Canton, March 10th 2022



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

Reports showing that Saudis are considering selling Oil to China in Yuan is also representative of the international shift in favor of

the Chinese currency.

In case you missed it:

• Gold will remain volatile because of opposite forces. On one hand, a stronger USD and raising 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 would suggest using gold as a good diversifier to one's

portfolio rather than allocating to gold as a hedge.

• 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.
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Chinese Tech Stocks 
at bargain level

• In a statement following a Financial Stability and Development 
Committee meeting, China’s top economic official Vice Premier 
Liu He provided assurance that policymakers will implement 
measures to stimulate the Chinese economy and support 
capital markets. News that regulators from the US and China 
are working towards a plan to cooperate on Chinese stocks 
listed in the US eased investor concerns about the fate of these 
equities.

• The Nasdaq Golden Dragon China Index trades at an historical 
low level and offers a good entry point to any long term
investor.
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Biotechs have 
become M&A target 

In case you missed it:
• 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.

• The SPDR Biotech ETF trades at an historical low level and 
offers a good entry point to any long-term investor.
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