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Figure 1: 12 month forward Price-to-Earnings (P/E) ratio over the past 10 years

Source: Bloomberg, 27 June 2021

Chief Investment Strategist

We are of the view that the equity 
markets continue to grind higher with 
low risk of a major correction despite 
valuations being at the higher end of the 
range. Monetary and fiscal policies are 
still supportive of risk assets and 
earnings momentum is strong. High 
valuations alone is unlikely to lead to a 
major correction. 
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Figure 2: Real GDP Growth Forecast (%)

Note: F – Forecast; Source: Bloomberg, 27 June 2021

China was the earliest to contain the 
pandemic and therefore the earliest to 
recover. Developed economies like the US, 
Europe and Japan were next to rebound  
after making significant progress with 
vaccinations. Many of the emerging markets 
are expected to pick up more gradually, as 
they are slower with their vaccination 
programs. Recovery has been therefore 
uneven globally with the developed markets 
leading the pack. 

Monetary and fiscal policies continue to 
be supportive in most economies, with 
most Central Banks likely to remain 
loose in their policies. For example, 
President Biden put forward a $1.87 
trillion American Families Plan and a 
$2.25 trillion infrastructure spending bill 
shortly after passing a $1.9 trillion 
stimulus package in the first quarter of 
2021.
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Some market participants were worried 
of an overheating in the US economy and 
that the Federal Reserve could start 
tightening or hiking short term interest 
rates sooner than expected. That said, we 
believe the Federal Reserve is unlikely to 
tighten early as the higher inflation is 
seen as transitory and the 
unemployment rate is still high. We 
expect the Federal Reserve to start 
tapering in the first half of 2022 and to 
hike short term interest rates from 2023 
onwards. 
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Note: F – Forecast, Source: Bloomberg, 27 June 2021
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Historically, strong economic growth with 
supportive policies boosts corporate 
earnings. Consensus earnings growth 
forecasts for this year are strong across 
most regions. We expect the high 
valuations in equities to be well 
supported by robust earnings. 
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Figure 3: US Consumer Price Index and Unemployment Rate Forecast

We see the Singapore equity market as a 
key outperformer globally over the next 
few years in a post-pandemic world. 
Cyclical industries such as the Industrials 
sector are now at decade-low valuations, 
and poised to benefit from a recovery of 
global demand backed by coordinate 
fiscal stimulus. We expect the Singapore 
market's growth to be underpinned by an 
improving commodity cycle, the 
deepening of technology into industrial 
applications, and relative performance as 
a safe haven within Asia. Singapore also 
offers an attractive dividend yield of 4% 
for 2021, which positions it well for a 
dividend growth thematic story. 
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Figure 4: Consensus earnings forecast strong for this year and next

Source: Thomson Reuters, 25 June 2021, Note: F – Consensus Forecast

Disruptive innovation is a long term 
secular trend that is likely to continue in a 
post-pandemic world. We are positive on 
equities benefitting from disruptive 
innovative trends like artificial 
intelligence, cloud, robotics and electric 
vehicles, to name a few.
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We are positive on Chinese equities, as 
the market has corrected quite 
significantly, and valuations have now 
come down to reasonable levels. We 
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The successes of some of these 
disruptive innovative companies have 
attracted more regulatory attention. For 
example, China has stepped up 
regulations of ecommerce platform 
providers and Fintech companies. We 
believe a healthy dose of regulations to 
protect consumer rights and prevent 
monopolistic behaviors will ultimately 
be positive for the development of 
these industries. It is also unlikely for 
regulators to “over-regulate” and 
suppress innovations that they so keenly 
promote. 

9.

have already seen policy starting to 
normalize in China ahead of the rest of 
the world, and this should stabilize in the 
near term. On the regulatory front, much 
of the risk seems to have been priced 
into the stock market, and any relaxation 
from the worst case scenario would be a 
reprieve for the market.
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Figure 6: US 10 year treasury yield (%)

Source: Bloomberg, 27 June 2021

Figure 5: Disruptive Themes identified by Lion Global Investors

Source: Lion Global Investors, May 2021, Image: Business Matters Magazine

The Federal Open Market Committee 
(FOMC) meeting in June 2021 sounded 
hawkish with expectations for two rate 
hikes in 2023. Some market participants 
think that the Fed had made the mistake 
of turning too hawkish too early. We are of 
the view that the Fed is unlikely to make 
such a mistake and such fiscal policy will 
also help to buttress the economy.

10.
We are neutral on corporate bonds while 
bearish on Treasuries for now. Within 
credit, we have a preference for high 
yield credit due to the carry. We are 
bearish on investment grade credit 
where spreads are so tight that further 
increase in treasury yields will eat into 
returns materially.
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Disclaimer
This advertisement or publication has not been reviewed by the Monetary Authority of 

Singapore.  It is for information only. It is not a recommendation, offer or solicitation for the 

purchase or sale of any capital markets products or investments and does not have regard to 

your specific investment objectives, financial situation, tax position or needs.  The information 

contained herein is confidential and must not be published, reproduced or distributed in 

whole or part to any other person without the written consent of Lion Global Investors 

Limited (“LGI”), and is not intended for use by any person other than the intended recipient. 

This publication may not be transmitted into any jurisdiction or to any person where any 

recommendation, offer or solicitation is prohibited (including Canada, Japan, the United 

States of America) or to US persons (as such term is defined in Regulation S under the US 

Securities Act of 1933).

Any information (which includes opinions, estimates, graphs, charts, formulae or devices) is 

subject to change or correction at any time without notice and is not to be relied on as 

advice. Investments in our funds are not obligations of, deposits in, guaranteed or insured by 

LGI or any of its affiliates and are subject to investment risks including the possible loss of the 

principal amount invested. You are advised to conduct your own independent assessment 

and investigation of the relevance, accuracy, adequacy and reliability of any information 

contained herein and no warranty is given and no liability is accepted for any loss arising 

directly or indirectly as a result of you acting on such information. LGI, its related companies, 

their directors and/or employees may have positions in the products mentioned in this 

publication and be engaged in purchasing or selling of such products for themselves or their 

clients. You may wish to seek advice from a financial adviser before making a commitment to 

undertake any investment. In the event that you choose not to seek advice from a financial 

adviser, you should consider carefully whether the investment is suitable for you. The 

references to any particular company is intended for illustration purposes only and is not 

indicative of our intention to invest in such company or a recommendation to invest in the 

securities of such company.
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