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  ↓ 

As gov ernments consider COVID endemic and lift all restrictions, this should boost the trav el and
hospitality sectors. Rising wages are being offset by higher liv ing costs, but pent-up demand and

high savings should keep demand buoy ant. Supply chain constraints have somewhat eased insome
areas. We downgrade Europe given the present geopolitical uncertainties.

   

Inf lationary pressures are increasing rate-rise expectations helping to lift banking stocks. In Europe
and Asia, low valuations, robust capital markets activity, rising insurance premiums, thriving

mortgage market make the sector particularly attractive. In contrast US financials are trading at a
signif icant premium to their peers after many quarters of strong results.

   

Slowing growth and rising input costs (commodities, labour and energy ) weigh on margins, prof its
and sentiment, accelerating the trend for greater automation. Supply chain issues persist but are

easing. Rebuilding historically low Inventories should provide some stability to earnings. Valuations
hav e becomemore attractive but sentiment is likely to remain subdued.

   

The sector remains under pressure f rom the slowing economies in US and China, and lacks lustre
growth in Europe. Valuations remain elevated but are no longer rich. Digitalisation, electrification and

automation should drive long-term above av erage growth for the next decade. We focus on strong
cash-generative businesses with strong market positions.

   

The sector benef its f rom steady cash flows & growth from increased data usage as more activ ity

shifted on-line and business digitalised. Media companies are likely to see continued robust
demand. The 5G roll-out is positive f or telecom equipment provider but neutral/negative initially for

serv ice providers.

   

Although slowing growth in China remains a concern, growth in DM, especially related to the

extensive f iscal stimulus packages should be supportive of demand and prices. Valuations appear
attractiv e. Post-super cycle, lowered investment in new capacity may limit supply in some metals in

the medium-term, especially in commodities linkedto the electrificationof the economy.

   

Priv ate residential real estate is seeing strong demand supported by high savings rate and lower

interest rates. Commercial real estate is suffering f rom low demand as corporates look to reduce
of f ice space and retail moves online.

  ↑ 

The sector contains many quality stocks with good dividendyields. We upgrade Europeanconsumer

staples to Neutral giv en these attractiv e characteristics. However, v aluations are somewhat
elev ated. So a selective approach is required f ocusing on those with strong brands and/or pricing

power which can protect margins and earnings as inflationary pressures mount.

   

Low inventories and supply-demand imbalances continue to drive prices higher. We expect energy

prices to eitherstabilise at these elev ated levels or push higher. Chronic under-investment is likely to
support prices in the medium term despite the energy transition gaining momentum.

 ↑  

We are more positive on large pharmaceutical companies in the US with their strong cash f lows,

abov e-average dividend yields and attractive valuations. COVID related backlogs in elective surgical
procedures should drive strong growth for 2022 f or medical technology companies. Biotechnology

sector provides more speculative investment opportunities with their innovative medicines.

   

Renewable stocks are attracting attention after stock prices and valuation pulled back signif icantly

from overly optimistic levels. Caution is still required as companies may not be able to pass on rising
energy prices which may impact margins negatively.
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