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The Buffett ratio or world total equity market capitalization vs world GDP
• Many market participants have recently shown how a number of indicators, such the Buffett ratio or market cap vs GDP, are at
the highest levels ever and this should be cause for alarm. Such indicators are based on historical data and do not take into
consideration the new paradigm of fiscal stimulus packages and huge liquidity injections from central banks and the MMT.
• The economist, Mr. Edward Yardeni, once again makes the right argument concluding that when analyzing forward P/E vs S&P
500 index investors should feel comforted not alarmed. In fact, forward profit margins of the S&P 500 Index show an even a faster
rise in forward earnings than for those of next year. Therefore, there is still good upside potential for equity markets and we are
not at bubble levels yet. On the contrary, equities are still very attractive, especially if compared to other asset classes, which do
not have such a bright future. The FED is now increasing short term interest rates. Therefore, short term bonds will lose value, as
will long term bonds and real estate, which still have a 5% lower yield than the total yield of equities. Cash offers a negative yield.

Market cap at highs

But forward earnings support even higher levels
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The link between new Covid19 cases and deaths has broken
• We are seeing once again all over the media that new Covid19 cases are increasing massively and different governments are
thinking about introducing new lock downs. Austria for example, proposes a “hard line” response, whereby unvaccinated people
st
are allow to move only for emergencies. It is now also official that, from the 1 of February 2022, every Austrian citizen is obliged
to vaccinate! Analyzing the below chart, we see that in UK new cases have increased, but not deaths. As explained in the past,
the increase of new cases is to be expected, because most are unvaccinated children or young unvaccinated people having been
on holiday or enjoying entertainment again. On the contrary, elderly people or “at risk” citizens have more respect for their situation
and are moving around more cautiously. Therefore, we are convinced that the new Austrian governments’ actions, co-ordinated
with such negative media headlines will “push” unvaccinated citizens to finally vaccinate. We would actually hope for an objective
analysis of the situation from the media, but have realized, since a long time, that this is unlikely to be the case.

Source: Lazard / our world in data
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When could infrastructure funding start flowing?
• Finally Mr. US President Biden signed the USD 1 trillion bipartisan infrastructure bill into law.
• The below chart, courtesy of Lazard, shows the possible timetable for the flow of funding towards infrastructure projects.
• As explained in the past, the real economy has not yet seen anything of the infrastructure spending and such programs are going
to strongly support the economy in the coming years.

Source: Lazard / Congressional budget office
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Biden’s budget plan targets climate and social spending
• As promised, the budget has a strong focus on climate change and also social spending, in order to help children and the lower
classes.

Source: White house / Lazard
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Biden’s tax proposals
• Also, as expected, the stimulus package is to be financed by an increase in taxes, but these should not weigh particularly
negatively on equity markets.

Source: White house / Lazard
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EU stimulus package has been much less aggressive than in the US
• We are reading in several research publications that the discount between European and US equities is at the highest levels ever
(33% based on forward price-to earnings ratio). The strategists at Morgan Stanley, therefore, see more potential for the European
markets. JPMorgan, Pictet and Goldman Sachs are of the same opinion.
• As explained in the past, equity markets are correlated to earnings. These increased more in US, because more growth and
technology stocks are US based, meanwhile Europe is more “old economy”.
• In addition, the US government supported the economy more aggressively via larger stimulus packages. Therefore, going
forward, it does not look like the situation will change. For this reason it is wrong to argue that Europe is more attractive than US.
• According to our value fund Classic Global, if interest rates increase over 100 bpi, growth stocks would suffer higher losses than
value stocks, especially those in Europe. Also, for this reason, we like to remain invested in the Swiss fund Classic Global.

Source: Lazard, Unicredit, IMF
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General news in China
• Positive news from China. Industrial production rose 3.5% yoy in October, accelerating from a 3.1% advance in September and
beating market forecasts of 3%. This, despite curbs to control Covid19 outbreaks and supply shortages.
• Also, Chinese retail sales rose by 4.9% yoy, faster than a 4.4% increase of September.
• Alibaba actually enjoyed record sales for a singles day shopping extravaganza in China. Chinese e-commerce announced that
consumers spent USD 85 billion, despite pressure from the government to tone down the aggressive promotions and rampant
consumerism. Combined sales with its industry rival JD.com came in at USD 140 billion, an increase of 20% from last year. But
over the quarter, Alibaba actually disappointed expectations.
• On the 10 of November, the Chinese PBOC (people’s Bank of China) announced further credit easing measures for the property
market. This should help stabilize the sector, following the recent market nervousness caused by the financial “troubles” of the
second largest Chinese property developer Evergrande Group.
• An interesting article in the magazine “The Economist” is arguing that the sovereign China Internet Investment Fund (CIIF) is
comparable to a venture capital fund as it is invested in all key technology companies. With a small stake, mostly 1%, the
sovereign fund is able to guarantee a seat on the board, in order to influence the company’s strategy and strategic decisions. In
the financial world outside of China no investor would receive such privileged treatment with only a 1% participation, but this is
not the case for the CIIF. The magazine argues that this is a new form of state capitalism and statistics show that private
companies with state-connected investors have increased from 14.1% of all registered capital in China in 2000, to 33.5% in 2019
The public investments in private-sector companies surged from USD 9.4 bn in 2016 to USD 125 bn in 2020. Basically, this is the
new way to enable the Chinese government to control the private economy.
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Declining birth rates in China
• The Chinese govt. has realized the importance of increasing the nation`s birth rate and efforts to help citizens do so are multiple.
• According to a calculation from the University of Wisconsin, if the birth rate does not increase any time soon, projections suggest
that the Chinese population could decline to 500 million by 2100, which would be a disaster for the global economy. We can only
hope that the Chinese authorities possess similar statistical simulations and are going to increase their efforts, accordingly.

Source: Lazard/ Haver analytics, university of Wisconsin population projection
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DISCLAIMER

This report has been prepared by KTS Capital Management AG (“KTS”) / VICTRIX AG (“VICTRIX”) and is intended
for information purposes only and does not constitute an offer or an invitation by, or on behalf of, KTS/VICTRIX to
make any investments. Opinions and comments reflect the current view of The Investment Team of KTS/VICTRIX
and not that one of a third party. We assumes no obligation to ensure that other such publications are brought to the
attention of any recipient of this publication. Investments in the asset classes mentioned in this publication may not
be suitable for all recipients. This publication has been prepared without taking into account of the objectives,
financial situation or needs of any particular investor. Before entering into a transaction, the investor should consider
the suitability of the transaction to his individual circumstances and objectives. This publication does not constitute
investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or
appropriate for individual circumstances, or otherwise constitutes a personal recommendation for any specific
investor. We recommends that investors assess the specific financial risks as well as legal, regulatory, credit, tax and
accounting consequences with a professional advisor. The information and data herein are obtained from sources
believed to be reliable but no guarantee can be made that the information is accurate or complete.
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