Exposure rates of the Dorval Asset Management Range – 4th December 2020
Dear Clients and Partners,
The latest projections from the OECD indicate that world GDP will not revisit end-2019 levels
until 2022, but world stock-markets have already almost made it back to their pre-Covid
levels – with some indices even overshooting that figure. Meanwhile even more surprisingly,
the LMEX, which covers the main industrial commodities, is already 20% above its end-2019
point (cf. chart 1), with copper particularly standing out with a jump of 24% YTD.
Industrial commodities lead the recovery
(LMEX comprises aluminum, copper, lead, tin, zinc and nickel)
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We can well understand that equity investors are somewhat bypassing the impact of
lockdown and legitimate questions on the organization for future vaccination campaigns, and
are looking straight ahead to the acceleration in world growth in 2021. Some markets, such
as the Bitcoin (cf. chart 2), are also demonstrating some fairly unreal euphoria. However the
balance of physical supply and demand on the commodities markets still plays a much more
decisive role, which we can see on oil for example, where prices are still 30% short of figures
witnessed at the start of the year.

Are these the first signs of euphoria?
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All evidence seems to indicate that the rise in industrial metals prices is driven by very real
factors: the services sector admittedly remains sluggish due to lockdown, but the
manufactured goods business is booming, as shown by the sharp rebound in world trade (cf.
chart 3). China is playing a crucial role in this recovery as the country is the main consumer
of industrial commodities and now boasts a very robust economy after getting the pandemic
under control.
Swift rebound in world trade
(world trade in volume terms, 100 = February 2020 and September 2008)
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However, sources of commodities demand are diversifying, particularly with the influence of
major energy transition programs that are currently under way as well as plans expected for
the future. All eyes are on the Green New Deals – whether the program already announced
in Europe or the strategy likely being prepared in the United States from January. Ironically
this energy transition requires a great deal of metal, particularly copper, and including from
rare-earth sources. For example, a fully electric vehicle uses four times more copper than a
conventional car, while renewable energy – and especially wind power – uses a huge
amount of copper for each megawatt generated.
Overall, we can see that the swift recovery in the manufacturing sector and in construction is
putting pressure on metal demand right when stimulus plans are focusing on the energy
transition. Investment in new production capacity has been dwindling for the past several
years, so it is hardly surprising that industrial commodities prices have become the
adjustment variable.
We have taken this situation on board in our international portfolios by gradually reducing our
basket devoted to the construction theme (some companies in the sector could be hit by
rising costs) and focusing more on a basket of stocks (and currencies) that are buoyed by
this uptrend on commodities prices.

Our exposure rates are as follows:
• Dorval Convictions: Our exposure rate is 99%.
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Legal notices

This promotional document is intended for business clients within the meaning of the MiFID. It
cannot be used for a purpose other than that for which it has been designed and cannot be
reproduced, circulated or communicated to third parties in whole or in part without the prior and
written authorization of Dorval Asset Management. No information contained in this document can
be interpreted as having any contractual value whatsoever. This document is produced purely for
information purposes. It constitutes a presentation designed and produced by Dorval Asset
Management from sources that it deems reliable. Dorval Asset Management reserves the right to
amend the information presented in this document at any time and without notice and particularly
regarding the description of the management processes that in any case do not form a commitment
on the part of Dorval Asset Management. Dorval Asset Management cannot be held responsible for

any decision made or not made based on information contained in this document or use that could
be made of it by a third party. The mutual fund is authorized to be marketed in France and possibly in
other countries where the law authorizes it. Prior to any investment, it should be verified whether
the investor is legally authorized to subscribe to units in a mutual fund. The characteristics, fees, risk
and yield profile relating to investment in a mutual fund are set out in the Key Investor Information
Document (KIID) of the latter. The KIID and the periodic documents are available free of charge on
request, from Dorval Asset Management. You must read the KIID, which must be sent to you prior to
subscription. The definition of the risk indicators stated in this document feature on the website:
www.dorval-am.com

