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 2021 - A Fresh Beginning 

Look forward to 2021!  This should be a good year, with the roll-out of the vaccine, pent-up demand for theme parks, outdoor event 
attendance and participation, and overseas travel.  Peripheral stockmarkets around the world should rise in the same way American and 
Chinese markets rose last year, although a degree of caution suggests that anticipated earnings growth is now priced in to much of the  
technology sector. 

2020 saw a turnaround in technology, with innovations to the way we work thrust upon us in months where in less desperate circumstances 
they would have taken years.  The two prominent world technology stock indices, the Nasdaq in the US and the Shenzhen in China rose last 
year more than 40% and 25% respectively.  Tesla, representing more than 9% of Baillie Gifford’s 40-85% multi-asset ‘managed’ fund, saw 
its share price rise 738%, and now trades at a price of more than 1000 times forward earnings.  Less staggering but still amazing share price 
rises in excess of 100% over the last 12 months include those of Etsy (+130%), Paypal (+113%), Nvidia (+122%), Amazon (+120%), Plug 
Power (973%), Zoom (395%), Peleton (434%), Docusign (199%) and Teladoc (138%), to name a few.  Do such price rises point to euphoria 
and irrational exuberance?  The above price rises over the last year were all from Nasdaq listed companies.  Even if they can be justified by 
belief in future corporate earnings, investors with gains like these should be banking at least half their original stake or half their profit. 

At the end of 2020, markets saw a rise in prominence of SPACs, Special Purpose Acquisition Companies, raising cash through an Initial 
Public Offering (IPO) in the US in order to provide finance and liquidity for the launch of new tech-for-the-future businesses such as 
Luminar Technology (LAZR) which is behind Artificial Intelligence (AI) vision for autonomous driving (https://www.luminartech.com/
technology/) and Quantumscape (QS) in which VW has a major stake and which is involved in the manufacture of rapid-charging lithium-
metal batteries for electric automotion (not to mention automation).  There has been a plethora of SPACs in recent months, turning young 
entrepreneurs into billionaires overnight, but while high activity in IPOs is healthy, IPOs in an exuberant market can be a minefield for 
investors who find themselves getting carried away in pursuit of fast price rises at launch, only to find they’ve been played by the trading 
community.  This type of game has to be entered into with strict stop loss limits. 

High price moves in the US make big news in the West.  Apparently less newsworthy, possibly because of a lack of transparency, but no less 
noteworthy are the gains in stocks seen in China last year.  Having introduced the disease to the world on December 19th 2019, China 
apparently breezed through covid-19, courtesy of quick regional lockdowns (once they admitted its existence) and the clinical efficiency of 
their track-and-trace traffic-light app.  The main index, the Shanghai Composite, rose 14% in 2020, and the tech-weighted index, the 
Shenzhen, gained 39%.  Compare those figures to the FTSE100 which had its worst year since 2008, down 14%, and the FTSE All-Share 
was down 11%.  Across Europe, the worst performing index was Spain’s IBEX, down 15%. 

 

                Nasdaq, 10 years (Source: bigcharts.com) 

        Shenzhen Composite, 10 years (Source: bigcharts.com) 
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         FTSE100, 10 years (Source: bigcharts.com) 

The World Bank’s definition of an emerging market is where per capita annual income is below US$12,000.  China’s per capita income is 
reckoned to be around US$10,000, yet 2021 could be a turning point for a number of reasons.  A weaker US dollar (the dollar index is now 
below 90) should mean greater inflows of foreign capital into the yuan, giving China and other emerging markets greater purchasing power 
of overseas raw material to aid massive infrastructure projects for technology, transportation, housing and education.  Emerging markets will 
need their extra buying power too, with Aluminium up 40% for the year, copper up 40% and oil having doubled from the April lows but the 
weaker dollar allows them to repay dollar debt faster and even borrow more at current low interest rates in order to speed up the broadening 
of middle class wealth and first steps toward more environmentally-friendly business strategies. 

Well-known investor Jim Rogers in an interview with the Financial Times recently summed up his own conviction for increased investor 
asset allocation to China: “China has continued to be the most successful country in the world for the past 20 or 30 years…. My children 
speak Mandarin because in their lifetime Asia is going to be the place to be.  The world is always moving on and the world is moving on 
again, to Asia.  They’ll be bankruptcies in China and shocking things will happen but I’d rather be here [in China] than elsewhere.” 

Japan also is on a roll.  MSCI Japan gained more than 11% in 2020 and the Nikkei 225 rose 14%.  UK and US investors have been 
discouraged from investing in Japan since the late 1980s when the asset bubble in Japan fuelled by the Plaza Accord signed in New York in 
1985 burst with a vengeance and led to a ‘lost decade’ of growth between 1990 and 2000.  Yet Japan’s stockmarket has an average dividend 
yield of 2.4%, and the majority of listed companies have a net cash balance (compared to 13% of listed companies in the US and 15% in the 
UK).  Most importantly, price to book ratios in Japan’s TOPIX average 1.2x, compared to 3.6x in today’s SP500.  “Both dividend payout 
ratios and dividend growth rates are strong”, according to Jim McCafferty of Nomura in an interview with the Financial Times.  Independent 
research company Rayner Spencer Mills advocates at least a 3% presence in Japan for all investors with a risk profile between 3 (‘low 
balanced’) and 10 (‘highly speculative’). 

For all the relief which has been sighed following a change of US president, Joe Biden’s nominations for senior positions in his 
administration suggest his is a one-term presidency.  Biden’s first year preoccupation will be twofold: the rapid roll out across America of a 
vaccine so the economy can properly reopen, and some form of balancing tax plan which aids both reemployment in some fashion of those 
left unemployed by the pandemic, and which makes a tiny contribution toward balancing massive national debt.  While the former should be 
relatively simple, the latter will be excruciatingly tough to pass through a Congress where the majority is held by Republicans.  Such a split 
administration, with the Democrats holding a majority in the House of Representatives and the Republicans holding a majority in Congress, 
means tough new tax laws will be tough to pass, thus the Biden administration is unlikely to get in the way of the US stockmarket’s 
continued advance. 

What of precious metals?  Consensus is that precious metals must be on an upward trajectory with all the devaluation of paper currency by 
central bank economic stimulus measures.  However, with the exception of Bitcoin - increasingly there is demand from certain governments 
and American sports stars for payment in bitcoin but is it really anything other than a greater-fool fad? - momentum among precious metals 
stalls in the face of more attractive equity investment opportunity.  A move for silver toward $30 per troy ounce is back on the cards thanks to 
renewed dollar weakness, yet perhaps the more interesting trade is in platinum where technical charts suggest a move to £1190. 

         NYMEX Platinum, 9 months (Source: ft.com) 
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Pound sterling:  Currently analysts expect the pound to reach $1.45 during 2021.  It ascent towards $1.37 is due more to the dollar’s 
weakness than to much else, although Britain’s deal with the EU has helped sentiment toward the UK’s currency.  The true story of the 
pound’s position is better reflected by little real move against the euro.  If as seems likely, the UK raises taxes in a forthcoming budget, it 
seems hardly likely interest rates will also rise, therefore scope for further sterling currency appreciation appears limited. 

                                                       

         GBPUSD, 1 year (Source: bigcharts.com) 

                                                        

         EURGBP, 3 years (Source: bigcharts.com) 

Financial scams 

Investors always need to be on the look-out for scams.  They are as prevalent now as ever and the current trend is cold-calling, which is 
banned in the UK, and offering 3-6 month guarantees of underlying capital on amounts of £5,000-£10,000 but with the prospect of good 
returns over longer periods.  The caller will claim to be representing a bona-fide FCA regulated company or one which is fully regulated and 
registered overseas, and then send via email marketing material which has been cloned - plagiarised or cleverly altered to appear legitimate.  
Payment details will follow, not to the company claiming to be represented but to some obscure account name which is passed off as a 
custodian / nominee pending transfer to the ‘investment’.  The ‘representative’ will say that the investor will be called after the initial 3-6 
month guarantee period to be updated and offered the chance for further investment, but nothing materialises and attempts to fund out what 
has happened to one’s investment prove fruitless.  Such scams are reported to the FCA when heard about but the perpetrators are very 
difficult to trace.  Investors should always double check with via the FCA register on both the company and the individual they are 
considering dealing with, and any suspicions should be reported to the FCA and / or to ActionFraud. 

Favoured investment plays: 
Nil risk:                          
Cautious risk:                  Cash 
Balanced risk:       Managed / Multi-asset funds 
Market risk:       Multi-asset funds, UK equity 
Adventurous risk:            Asia, Europe, Japan, US equity,  
Speculative risk:              Technology, Healthcare, Platinum, Emerging Markets  

Disclosure:   
Nicholas Chappell has the following personal investment exposure: Technology (all US, including green energy) 29%, China 7%, Asia 12%, Global Equity 31%, Pharmaceutical 1%, 
European equity 6%, US Equity 2%, US smaller companies 1%, Emerging Market equity 7%, Platinum 1%, Japan 1%, Cash 2% 

Important information: This communication is for informational purposes only.  It is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument or as an official confirmation of any transaction.  The price of shares and the income from them may fall as well as rise.  Past performance is no guarantee of future 
returns and investors may not get back the full amount invested, particularly in the early years.  Exchange rates may also cause the value of underlying overseas investments to go 
down or up. Investments in emerging markets and hedge funds can be more volatile and the risk to capital is greater.  All market prices, data and other information are not warranted 
as to completeness or accuracy and are subject to change without notice.  Some quoted analysis is a resume of data supplied to McLaren Wealth Management by some of the world’s 
leading investment houses and although McLaren Wealth Management has given its opinion as to how the data can be interpreted, investment should not be embarked upon without 
full analysis of the risks involved and a careful study of the sales prospectus, where applicable. 
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