Exposure rates of the Dorval Asset Management Range – 18th December 2020
Dear Clients and Partners,
The second surge in the pandemic – forecasters’ bleakest scenario – has had only a very
moderate effect on the world economy overall. This upbeat situation has further buoyed
investors’ risk appetite, which is already shored up by vaccines coming onto the market. In
our view, the dollar’s decline looks like the logical outcome of these trends.
The second surge in the pandemic has had only a slight impact
on economic activity and business confidence
Markit surveys – weighted average US, euro area, Japan, UK, Australia

•

Manufacturing sector / All sectors / Services

The ongoing series of lockdowns are all over the news and make for a hefty impact for
hundreds of millions of people in their everyday lives. Yet restrictions on economic activity
are nowhere near as severe as in the spring, with the large majority of business sectors
remaining open or at least only closing for a very short period of time. Additionally, countries
that are coming out of their recent lockdown, even if it is only partially – such as France at
the moment – are seeing an immediate uptick. Lastly, the arrival of vaccines no doubt helps
prop up companies’ confidence despite restrictions: the services PMI in France rose
considerably in December again to 49.2 after plummeting to 38.8 in November, down from
46.5 in October. This combined services PMI figure for all countries that publish preliminary
data (cf. chart 1) is virtually stable, while the manufacturing recovery is further firming up.
In a similar vein, the Atlanta Fed GDP Now model still projects growth of 11% (annualized) in
the United States in 4Q, despite a clear drop in retail sales in November (-1.1%) and an

increase in the number of job-seekers entitled to benefits. If the model turns out to be
accurate, US GDP would come out barely 1% short of its 4Q 2019 pace. The arrival of
vaccines is set to have an impact right throughout 2021 and this will build on a much higher
starting point for economic activity than most analysts had expected.
These figures and the overall outlook merely serve to boost investors’ risk appetite (cf. chart
2), which is moving closer to figures seen at several market highs (late 2013, late 2014, late
2016 and early 2018), as measured by various market indicators and investor surveys. This
positioning is already highly optimistic and curbs hopes of gains on the markets as there are
few investors to win over, while also pushing up risk in the event of disappointment. There is
perhaps no reason to be alarmed for now, although questions are being raised on Bitcoin’s
gains, Tesla’s valuation as it joins the S&P 500, and the sharp surge in the number of IPOs
in the United States.
Investors are increasingly risk-inclined, boosted by vaccines
Composite risk appetite indicator – average of GS, Citi, AAII and NAAIM indices

The dollar is a safe haven investment and so is obviously attracting lower demand in this
environment: in our view, the greenback’s dip does not point to any sort of investor
misgivings. The currency’s real value – inflation-adjusted – weighted for external trade
remains fairly high compared to past showings (cf. chart 3). The rise in commodities prices is
also dragging on the dollar as it means commodity-producing emerging countries can access
the currency without relying on the markets.
The dollar’s decline therefore logically redistributes profits to the benefit of US exporting
companies, and conversely the most domestic companies outside the United States. In
Europe, this dollar effect combines with the prospects of an economic recovery to help

explain the outperformance for small-caps. In our overall asset allocation, we have taken
positions based on this approach over the past several weeks.
Recovery, risk appetite and surge in commodities
unsurprisingly mean decline for dollar
Dollar’s real exchange rate, weighted for external trade

Our exposure rates are as follows:
• Dorval Convictions: Our exposure rate is 96%.
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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

