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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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Red hot US Inflation
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Source:  BLS, Lighthouse Canton, Bloomberg dt. 12th April 2022

• US Headline CPI came in at 8.5%, highest in last 4 decades.

This was against a prior reading of 7.9%

• Core CPI came in at 6.5% against a consensus of 6.6%. This

was against a prior reading of 6.4%. This is perhaps a sign

that inflation in the US may be peaking as also mentioned

by Fed’s Bainard yesterday.

• Prices of energy, food and shelter were major contributors

while used cars and vehicles parts was a major detractor.-3.00
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Red hot US Inflation 
expectations
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• Inflation expectations are running way above the Fed’s

comfort zone. CPI expectations in 5 years (USGGBE05

Index) and in 2 years (USGGBE02 Index) are pointing

towards 4.4% and 3.5% respectively. The Fed’s inflation

target is 2%.

• Red hot inflation prints, and inflation expectations will

support Fed’s current hawkish stance.

Source:  Lighthouse Canton, Bloomberg dt. 12th Apr 2022
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Fixed Income 
Highlights
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Neutral rates could 
drift higher  
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• The recent up move in 10-year yields can be potentially

explained by market participants pricing in a higher term

premium in anticipation of tighter and faster balance sheet

run off.

• According to BCA Research, the neutral rate is around 3.5%

– 4% which is still ahead of what the markets are currently

pricing in.

• What is not priced in at this point is potentially more

persistent inflation led by service sectors which could

justify higher rates and risk prompting the Fed to hike more

than currently anticipated.

• This could lead to long term rates moving up further from

where they are and thus equities could be at risk of further

correction in the near term.Source: BCA 1st Apr 2022



Fixed Income – Executive Summary.
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• The US Treasury Yield curve steepened after Core CPI came in at 6.5% YoY, tad below 6.6% consensus. This is seen a sign of

peaking inflation by the markets. While the 10Y yield dropped from 2.80 to 2.74 levels, the 2Y also retraced to under 2.40 levels

thereby steepening the curve. The 2Y receded on anticipation that the Fed will not be more hawkish than it already is.

• UK Inflation jumped more than expected to three decade high at 7% with BOE seeing CPI printing 8% in coming months.

• Combination of hawkish central banks and elevated energy prices are pushing key economies of US,UK and EU potentially into a

1970 style stagflation which is now forcing investors to put billions in hedges.

• In terms of positioning, we are constructive on US High Yield on back of materially higher oil prices. We do not recommend adding

EU CoCo exposures given elevated regulatory risks and headwinds from Russia and Ukraine. For Asian Credits, stay invested in

single name high quality credits and reduce exposure to long only funds as sentiment remains deeply negative.



Equity Highlights
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Equities – Executive Summary (1/2)
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• Equities remain volatile and highly dependent on the news flows:

• The US equity markets dropped in the first few days of the week, with investors anticipating the March CPI, and had a small

recovery as the number was slightly better than expectations, albeit still setting a new 40-year high. However, as Fed official

turning more hawkish and even stating that, in order to bring down inflation, the Fed should raise interest rates to a level where

they constrain the economy. In the short term, equity prices will be supported by capital flows from Europe and emerging markets.

However, in the long term, with higher interest rates, weaker earnings outlook and slower economic growth, further equity price

correction is expected. Investors are advised to gradually reduce the exposure and switch to long/short strategies.

• We also expect European equities to remain under pressure as the situation in Ukrainian deteriorates. The EU last week agreed to

ban coal imports from Russia from August. Some EU states continued to call for bans of Russian oil and gas. But Berlin resisted

such a move, arguing that a full EU embargo on Russian energy would trigger a major recession in Germany. The lose/lose situation

is unlikely to be solved quickly. Moreover, the ECB continued to tighten monetary policies to tame inflation. Investors are

recommended to avoid taking large long only positions in European stocks given the high degree of economic uncertainty and

extremely depressed sentiments in the region.



Equities – Executive Summary (2/2)
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• Equities remain volatile and highly dependent on the news flows:

• Some policy easing was shown in China. Shanghai has switched to a partial lockdown scheme; 8 cities, including Shanghai, were

allowed to shorten the quarantine time to 10 days for inbound overseas travelers; several online/video games finally obtained

approvals for release after an 8-month long silent period. However, as the threat by US authorities to delist Chinese ADRs from US

exchanges persists, we will continue to use a higher equity risk premium and lower multiples for Chinese stocks. Chinese equities

will likely stay undervalued in the short term. Long term investors could consider to buy the dip on some fundamentally strong

names.



Currencies & 
Commodities
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RMB presents 
medium term upside
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In case you missed it:

• Higher real rates have supported the RMB in recent months

• Despite its strength, BCA thinks the currency is undervalued

by at least 10% from its PPP fair value

• Considering China’s relative higher productivity growth when

compared to most other countries and an increasing

likelihood of it wanting to start diversifying its dollar

holdings, we believe the RMB could continue to remain

resilient over the near to medium term.

Source: BCA, April 1st 2022



USD is significantly 
overvalued (1/2)
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• BCA thinks the currency is overvalued by at more than 20%

from its PPP fair value

• Strong equity inflows have funded its deficit so far but this

has started to eb significantly in face of poor sentiment with

US tech stocks

• Considering the US is experiencing its largest trade deficit on

record, the long term outlook for the currency remains weak

and is likely to reverse course barring any recessions.

Source: BCA, April 1st 2022



USD is significantly 
overvalued (2/2)
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• According to BCA Research, the dollar has tended to decline

3-to-6 months after the Fed starts hiking interest rates. This

has been true since the mid-1990s and the average decline

after six months has been 5.3%.

• Historically, the Fed has usually been the first to start the

process of hiking interest rates globally. It has also been the

central bank that has lifted rates by the most. This history of

credibility has nudged forward markets to grow accustomed

to anticipating the Federal Reserve to be ahead of the curve.

As of now, US policy rates stand at 0.25% but the two-year

yield is at 2.5%.

Source: BCA, April 6th 2022



Currencies & Commodities – Executive Summary
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Commodities

• Commodities are likely to remain highly speculative throughout 2022 on the back of an extremely fluid geopolitical environment.

We recommend outsourcing the trading of commodities to well establish managers with strong risk-management culture and have

the ability to take non-directional views

Forex

• According to BCA Research, the dollar has tended to decline 3-to-6 months after the Fed starts hiking interest rates. This has

been true since the mid-1990s and the average decline after six months has been 5.3%. Combined with the largest trade deficit on

record, this is supportive for the EUR which is now looking attractive (below 1.10) for investors with a long term horizon.

• Despite having relatively higher real rates and productivity growth potential, the CNY is trading cheap from its PPP fair value. We

remain supportive of the CNY for all investors with a long-term view. That said, there could be near-term headwinds for the Yuan

with COVID-19 restrictions and expectations for looser monetary policy.



Thematic Spotlight
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Logan Updates
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In case you missed it:

• The company released unaudited 2021 annual report in the night of 1st April, specifically “for bondholders’ references only”.

• According to the unaudited report, Logan still had CNY 38.2 billion of cash and equivalents as of 31 Dec 2021; its total bank loans and

senior notes due in 2022 were CNY 22.7 billion; other current liabilities were CNY 13.1 billion.

• Logan’s debt-to-equity ratio was 82.1% (up from 60.8% in the 2021 semiannual report); liability-to-asset ratio was 71% (up from 69%);

cash-to-short-term-debt ratio was 1.07x (down from 1.85x).

• Despite the abovementioned deteriorations, the company’s financial metrics still did not breach any of the Three Red Lines (TRL). The

company is still categorized as Green in the TRL system, which is also the reason why it was allowed to issue new ABS and convertible

bonds in Dec 2021 and Jan 2022 respectively.

• The company’s cash equivalents are not all that liquid. It has CNY 18 billion of mortgage funds from property pre-sales that are still under

bank supervision, and CNY 12 billion of uncollected funds from property sales, which are mainly from the low turnover business of urban

renewal.



Liquidity crisis caused 
by bad governance
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• Logan initially denied the rumor that it has around USD 3 billion of

off-balance-sheet private debts but subsequently acknowledged to

have USD 1 billion private debts in an investor conference call.

• S&P and Moody’s downgraded the company’s ratings due to lower

financial transparency scores, which triggered early repayments of

a few bonds.

• Another developer, CIFI Holdings, learnt from Logan’s mistake.

When it was reported by UBS to have similar off-balance-sheet

private bond commitments of CNY 60-90 billion. It quickly made a

full disclosure that it is only responsible for around CNY 25 billion of

private debts owned by some joint ventures, of which the company

only held minority shares. As a result, the company has not been

downgraded; its bond price rebounded in just a few days.

Source: Bloomberg, April 4th  2022

0

20

40

60

80

100

120

 CIFIHG 6 07/16/25   Last
Price

• CIFI learnt the lesson from Logan:



Lesson learned
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• Fundamental analysis is still the key. A developer, financially

weaker than Logan, would likely have already gone bankrupt facing

similar financial pressures. But Logan managed to make all onshore

and offshore interest payments and obtain investors’ approvals for

extensions of onshore CNY bonds and ABSs. Its stock price has

increased by 111% from the mid-March trough.

• However, as international investors are spooked by the Chinese real

estate sector, analysis should also extend to proper governances of

the bond issuers to avoid any unnecessary paper losses for a

prolonged period of time.

Source: Bloomberg, April 4th  2022
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