Investment Report 2021
Lockdown 3.0: East beats West

In this report, Roger Camrass presents his personal view on investment prospects for 2021.
Being responsible for his pension for some thirty years, Roger has followed global markets
closely each year and summarises trends in his annual investment reports. His returns have
been in the 10-12% range over recent years. Roger is a visiting professor at the University of
Surrey and director of research for CIONET International.
Disclaimer
Although all information and opinions expressed in this document were obtained in good faith from sources
believed to be reliable, no representation or warranty, express or implied, is made as to its accuracy or
completeness. Information, opinions and prices indicated are subject to change without notice. Asset classes,
asset allocation and investment instruments are indicative.

Investment overview
In his 2020 report ‘Navigating Uncertainty’ Roger recommended a combination of Tech
stocks and Emerging markets for growth, and FTSE 100, S&P 500 incumbents for dividend
yield. Nobody could have predicted the global storm brewing in the last months of 2019 and
the subsequent global impact of COVID-19. By March this had caused a 35% melt down in
major equity markets (except for China which suffered a mere 15% decline). Nor could
anyone predict such a triumphant end of the year with NASDAQ ahead at +44%, S&P at
+15% and China’s SSE at +12%. Even the MSCI World Index was up by 12% (as per my own
equity portfolio). The FTSE 100 chose to linger with a 15% decline even after a successful
BREXIT outcome.
What were the forces that encouraged such a turnaround in equities around the world? First
and foremost, COVID-19 has been an accelerator of all the trends highlighted in Roger’s
earlier reports. Despite generating $12-15 Trillion of additional global debt, COVID has a
silver lining:
•

The move to home working by billions of people and adoption of online shopping for
virtually all household needs has advanced the digital revolution decades ahead of
any forecast. It has also propelled Tech stocks to unimaginable new highs

•

•

The ability of Asia, and especially China, to control the pandemic and return to full
economic performance will continue to favour emerging market stocks. Given that
60% of the world population live in Asia, its rising influence is now assured.
The pandemic has cleared out a wide range of zombie companies that should have
been shut down a decade earlier. It has also demonstrated the incompetence of
government institutions such as the NHS that urgently require fundamental reform.

Clearly the most significant factor that helped to resuscitate equity markets in the West was
the enormous support given by governments in the form of quantitative easing and furlough
schemes. Trillions of dollars of aid from the FED, Bank of England and European Central
Bank came to the rescue in April and throughout the year, with another $0.9 Trillion
approved in the USA at Christmas.
Perhaps the most sinister aspect of 2020 has been China’s reluctance to admit any
responsibility for the global pandemic. Early measures taken in 2019 might have lessened
the impact on the West. There is a striking equivalence with Chernobyl when the Russian
communist party tried to ignore the possibility of nuclear fall-out across Europe, with the
potential of 30 million deaths. Fortunately, the US spotted the nuclear disaster and
pressurised Moscow to act. No one will ever know the truth about the Wuhan virus, but the
Chinese Communist Party might well have gamed the outcomes to their advantage.
And what of 2021? Clearly Asia is set to continue its path towards global dominance, with
every prospect of China surpassing the USA economy in just a few years’ time. Tech will
continue to benefit from fundamental changes taking place across Western society as the
‘New Normal’ becomes established including hybrid working and virtual events of all kinds.
A new wave of technologies will also help to maintain momentum such as Artificial
Intelligence and machine to machine communication. Intelligent automation could address
two decades of stagnant productivity in the West, with the prospect of ‘digital workers’
occupying a double-digit share of tomorrow’s workplace.
One possibility is that the UK equity market might resume respectability post an effective
BREXIT deal. Currently the FTSE is trading at a 30% discount to other equivalent markets.
This is unlikely to persist in 2021 if confidence and dividend payments returns. There could
be a 15-20% upside to UK equities in 2021.

Looking back on 2020
Despite the dramatic melt-down in March and April, equity markets recovered sharply,
buoyed by the prospect of vaccinations being ready by year end, together with
unprecedented central bank support and near zero interest rates. Much of the recovery in
equities was fuelled by Tech stocks that more than compensated for weaknesses in
traditional sectors such as banking, oil and gas, retail, hospitality and travel. Energy
companies sunk to 50% valuations as oil prices imploded.
One important lesson from 2020 is never to panic during an equity melt-down. A sell-off in
March or April would have been catastrophic. History proves that markets recover quickly.

We can assume that the positive movements in the S&P and other major equity indices
were due largely to the Tech impetus. For example, Apple became more valuable in mid2020 than the FTSE 100. The five FAANG companies were worth more than the entire
European stock markets. Tesla exceeded the combined worth of GM, Ford, Honda and
Toyota. This is an unstoppable trend. The FTSE suffered disproportionately due to its
dependence on old economy stocks such as mining, energy, banking and retail.
Figure 1 illustrates the recent stock market movements, and end of year outcomes.
Market Index
FTSE 100
FTSE 250
AIM
S&P 500
Dow
NASDAQ
China SSE
Nikkei
DAX
CAC

Final level in
2020
6,460
20,488
1,157
3,730
30,400
12,888
3,473
27,444
13,720
5,551

Change in
2020
-15%
-7%
+2%
+15%
+6%
+44%
+12%
+15%
+3.5%
-7%

Decline in
March and April
-35%
-46%
-35%
-32%
-36%
-34%
-15%
- 31%
-38%
-39%

The COVID-19 calendar of events
It is worth summarising the series of events that defined 2020 to assess how rapidly 2021
might recover from this global pandemic.
The first signs of a global pandemic date back to December 2018 when Wuhan was
identified as the epicentre of a new form of a SARS virus. The UK government remained
inactive for the first quarter of 2020, choosing to ignore the potential threat. Its late
intervention has produced one of the highest death rates in the world, with 50,000 new
infections per day occurring even now as we enter 2021. Total deaths reached 75,000 by
year end. The first national lock-down commenced mid-March and lasted for six weeks. An
exceptionally warm summer helped to reduce infection rates for a short period.
During April, the UK Chancellor declared the worst financial crisis for 300 years, with
unemployment reaching 10% and a 35% drop in the FTSE 100 to under 5,000. National debt
exceeded GDP as the government underwrote several million jobs. At this point, funds
began to shift out of old economy stocks into Tech and China at alarming rates. Many
pointed to a monumental correction after one of the longest Bull runs of all time (post 2008
financial crash). However, by May the Bulls had returns with the US markets returning to
pre-COVID levels. This had been fuelled partly by a nine trillion-dollar support package from
the FED.
By August, the extent of pandemic damage became evident in the UK with a 20% drop in
GDP during the second quarter. Our government and supporting institutions failed on every
count, with a lack of PPE equipment, an abortive test and trace application, inconsistent
policies around schooling, confusion over COVID rules and guidance, and naïve optimism.
Even the Prime Minister himself became victim to the virus, leaving a leadership vacuum.

The closure of schools during much of the year created a sharp division between affluent
and poor students, where the latter had only limited access to online learning.
By September, the IMF had revised its global growth forecast from 3.3% down to – 4.4%. By
this time China had recovered from COVID and was back to a 5% quarterly growth rate
(compared to 6% in 2019). A further $5 Trillion of quantitative easing was pumped into the
USA and European economies, with near zero interest rates to prop up these ailing regions.
By year end two vaccines were approved (Pfizer and Astra Zeneca) and one million people
had been given their first jab in the UK. However, infection rates were exceeding March
peaks due to a new and more transmissible strain of the virus. The year ended on a gloomy
note with over half the UK population confined to their homes under a Tier 4 arrangement.
The main lesson drawn from the COVID-19 pandemic is that liberal western democracies are
unable to cope with civil and social restrictions of the kind that China could readily impose

Outlook for 2021
There is little doubt now that a ‘V’ shaped recovery will be limited only to Asian economies
such as China. At best we might expect a ‘W’ shaped recovery in the West given the 27%
increase in household savings during 2020 and the present hunger to spend this money.
However, there are major challenges ahead before normality can be restored. Here are
some of these:
•

•

•

•

A third wave of infections is already taking place across Europe and the USA,
accelerated by a more aggressive strain of the COVID-19 virus. This is necessitating a
third lock down to avoid overload of hospitals
It is unlikely that the current lock down will be lifted until all the over fifties have
been vaccinated (these account for 99% of all COVID deaths). Equally, a major
proportion of working age people under fifty will need to be vaccinated
In 2020 the UK government has failed at every point to deliver effective programmes
to combat COVID. Nor have other countries been much more successful. There are
major fault lines within government institutions that impede operational
effectiveness.
Already there are signs that the two approved vaccines are running into
manufacturing and distribution issues. The UK government has been reluctant to
employ the private sector to solve these structural issues and will suffer as a result.

Government institutions of all kinds have proven entirely ineffective in coping with the
pandemic and are unlikely to improve in 2021. This will amplify economic damage.
The chance of a double dip recession in the first half of 2021 is almost a certainty. Western
economies are at a standstill and only comprehensive vaccinations will help lift the current
dead lock. We can expect a further six months of stagnation with trillions of dollars of
government support needed to see us through the pandemic. This will leave permanent
scarring for decades to come. The good news is that Asia and Tech will prosper

consequently. Government investments in climate change ($3 trillion proposed by Biden)
and infrastructure might help fill the gap.
GDP predictions for 2021 look optimistic within this context except for China:
Region
China
USA
UK

2020 GDP
+1.9%
-5.8%
-9.8%

2021 projections
+8.2%
+3.9%
+5.9%

Recommended asset allocations for 2021
An important consequence of COVID-19 and the ‘New Normal’ is the need to realign asset
classes to reflect the growing impact of Tech and Asia (China) on global equity markets.
Possible realignment might be:
•
•
•
•

Adopt a single ‘incumbent’ class that consists of ‘old economy’ stocks such as retail,
banking, travel, energy, consumer products across the USA and Europe
Introduce a separate ‘technology asset’ class that includes IT platforms, software
and companies powered by digital business models such as Amazon, Ocado, Netflix.
Replace ‘emerging markets’ by Asia/China as the primary growth engine of the
global economy in 2021 and beyond
Separate out renewable energy and sustainability assets from traditional equity
markets. This ESG asset class could grow rapidly with Biden in the White House

Such a realignment reflects a growing polarisation between the old economy and digital
business. It also suggests a growing divergence between old economy regions such as the
UK and EU and rising stars such as China. Our view is that most old economy enterprises will
gradually disappear during the current decade. For example, Gartner forecasts the end of
traditional banking by 2030.
Here is a possible reallocation of assets for 2021:
Asset Class

2020 allocation

2021 allocation

Rational

Liquid assets (cash,
strategic Bonds)
Old Economy (FTSE)
Tech stocks
Asia/China
Global funds
ESG/Ethical

15%

15%

30%
25%
15%
15%
0%

25%
25%
20%
15%
5%

Stay ready for any
Market corrections
Recover 2020 losses
Sustained growth
Accelerated growth
Looking for income
Emerging segment

Added to this list, we might choose to include access to PE investments (which represent a
growing proportion of all enterprise investments) and digital currencies such as Bitcoin.

Which funds to consider for 2021
One illustration of how well tech stocks have performed in 2020 is demonstrated by the
Scottish Mortgage fund, part of Baillie Gifford. This investment house also leads the charts
in many asset classes, from Tech to USA and China.
Scottish Mortgage performance in 2020

Specific funds to support such these asset allocations include:
•
•

•

•

•
•
•

Liquid assets (bonds) – M&G Corporate Bond, Janus Henderson Strategic Bonds
Old economy (UK and USA focus) – Vanguard FTSE UK All Share, MAN GLG
Undervalued Assets, Lindsell Train UK Equity, Fundsmith Equity, ASI UK Income
equity, Lion Trust income, Trojan Income fund, Baillie Gifford America, JP Morgan US
small cap growth,
Tech – Scottish Mortgage, Allianz and Polar Capital have all performed extremely
well in 2020 (up 100% or more during the year), Guinness Global Innovators fund.
Also, Healthcare such as Worldwide Healthcare Trust
China & Asia – Fidelity Special Situations, Baillie Gifford China, Baillie Gifford
Emerging Markets Leading Companies, JP Morgan Growth Income and Asia Growth,
Legg Mason IF Japan Equity,
Global – Guinness Global Equity income fund, Rathbone Global Opportunities, Baillie
Gifford Edinburg Worldwide, Mid Wynd International
ESG/Ethical – Worldwide Healthcare Investment Trust, Rathbone Ethical fund, LF
Blue Whale Growth fund
Private Equity – Harbourvest Global PE equity, 3i

A note on digital currencies
The economic turmoil in 2020 and subsequent unprecedented monetary stimulus from
central banks, has boosted demand for Bitcoin, contributing to its standing as a safe haven
asset, or the new digital gold. The surge in Bitcoin last year could mark a turning point in the
legitimacy of crypto currencies. Bitcoin’s 12-year history has been peppered with boomand-bust periods, so can the current rally really be sustained?
A key difference this time around is an increasing number of endorsements from respected
financial institutions such as Fidelity and mainstream channels for trading and transacting
Bitcoin, including PayPal and Square. As of October, PayPal’s 346mn users were given a new
way to acquire and spend the digital currency, with the introduction of their crypto wallet.

Elon Musk contributed to the legitimacy debate by saying Tesla could add bitcoin to its
balance sheet and that the Mars economy could be based on cryptocurrency, like Bitcoin.
On the supply side, May 11th, 2020 marked the third ‘halving’ event for Bitcoin, which
effectively decreased supply by reducing the rewards given to Bitcoin miners.
While there are still risks associated with Bitcoin, gaining a small exposure as part of a
diversified portfolio makes sense. As an alternative to buying the coin itself, there are some
tracker options, including Grayscale Bitcoin Trust (GBTC) or BIT-XBT.

National and regional highlights
Large variations continue to exist between nations and regions, amplified by their ability (or
inability) to get on top of the COVID-19 virus.
1. USA
The S&P 500 has been largely propped up by the success of Tech stocks during 2020.
These now occupy around 25% of total S&P 500 value and are likely to rise to 50% by
the end of the decade. Trump chose to downplay COVID-19 and suffered the
consequences, losing the election to Biden in November. It is unlikely that Biden will
be more successful in controlling the virus now that it has run out of control. If Biden
gains a majority in the Senate in January, expect an uptick in ESG stocks as trillions of
dollars will be allocated to climate change. Otherwise, little will happen.
2. China
The instigator and primary beneficiary of COVID-19, this country is set for a further
economic uplift in 2021 given its massive population of 1.4 Billion people and
strengths in Tech. Trade Wars will become less relevant as Chinese producers focus
on satisfying their local consumers many of whom are reaching middle class status.
Efforts by the West to starve China of vital supplies of semiconductors will be
mitigated by local breakthroughs in design and manufacture. IP theft will continue,
especially in this vital area along with increasing cyber-attacks on critical Western
infrastructures
3. Eurozone
The Euro 750 billion recovery fund will not be ample to address the growing disparity
between North and South. Italy, Spain and other southern economies are facing
massive debts that the North may be unwilling to underwrite in 2021 and beyond.
Sixty per cent of the EU is ‘old economy’ compared to just forty percent in the USA.
EU share of global trade continues to decline. We can expect further friction over
supply of vaccines, with the deadweight of Brussels exacerbating the current chaos.
Equities should recover slowly.
4. UK
The BREXIT deal is a relief for some UK sectors such as automotive, although major
areas such as finance and professional services have been largely ignored. Given that
80% of economic activity is in the service sector, BREXIT will have little to offer in
2021. The most painful aspect of this transition is the inability of government (left or

right) to provide any sort of strategy for a post-BREXIT Britain. The potential is
enormous given British strengths in Tech, Finance. Media, Education and Healthcare.
But judging by the government’s inability to deal with the pandemic and its constant
U-turns, the prospects for BREXIT remain uncertain.

In conclusion
Any prospect of a return to normality by Easter or even mid-year appears unlikely as the
pandemic continues to accelerate across Western economies. Already there are signs that
governments are unable to fulfil their promises over vaccinations – due perhaps to a
shortage of vaccines or more likely an inability to mobilise distribution. The current focus on
vaccinating the elderly will not help to mitigate the continuing economic crisis. Perhaps it is
time to reverse this strategy and concentrate on the working population? Meanwhile, we
can expect further economic fall-out in the UK and elsewhere as lockdowns become all
pervasive. This could dampen equity markets for six months or more with the likely
exception of Tech and Asia.

