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Disclaimer

"eToro is a multi-asset platform which offers both investing in stocks and digital assets, as well as trading CFDs.

Please note that CFDs are complex instruments and come with a high risk of losing money rapidly due to leverage. 68% of retail investor 
accounts lose money when trading CFDs with this provider. You should consider whether you understand how CFDs work, and whether you 

can afford to take the high risk of losing your money.

This is a marketing communication and should not be taken as investment advice, personal recommendation, or an offer of, or solicitation to buy or sell, 
any financial instruments. This material has been prepared without taking into account any particular recipient’s investment objectives or financial 
situation, and has not been prepared in accordance with the legal and regulatory requirements to promote independent research. Any references to past 
or future performance of a financial instrument, index or a packaged investment product are not, and should not be taken as, a reliable indicator of future 
results. eToro makes no representation and assumes no liability as to the accuracy or completeness of the content of this publication, which has been 
prepared utilising publicly available information."
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Summary: a more volatile year  

Outlook for a positive, but lower return and more volatile year

❏ Growth strong and earnings still robust. Omicron fear easing.
❏ But this is driving central banks to tighten policy. Fed expected to 

raise rates upto 4 times this year. But much already priced-in.
❏ Is driving volatility, weaker tech, and a sharp rotation to cheaper 

and faster growing segments like ‘Value (commodities, financials) 
and International (Europe). Markets will survive as Q1 last year.

Position for more volatile and reflationary environment 

❏ Outlook of strong growth (US Q4 GDP +6.7%), low but still high 
inflation (4%), and interest rate increases (x3 in 2022).

❏ Favors reflation assets: cyclical equities (financials, commodities, 
industrials), commodities, crypto, small caps, and value 

❏ Cautious on fixed income, USD, and defensive equities

We also look at….

❏ Commodities rebounding - Kazakhstan reminder of tight supply
❏ 16th crypto correction near median -43% levels
❏ Introducing 8 hobby and collectible stock baskets

Source: CD=Consumer Discretionary. CO=Communications. CS=Consumer Staples. EN=Energy. FN=Financials. 
HC=Healthcare. ID=Industrials. IT=Information Technology. MT=Materials. RE=Real Estate. UT=Utilities. 

Past performance is not an indication of future results.
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Performance: starting the year on a different foot

Fed hawkish pivot generating investor uncertainty

❏ Volatility rising. VIX volatility index over 20
❏ Risk assets under pressure, from crypto to equities

Seeing a Value rotation driven by higher bond yields and strong growth

❏ Value segments, like commodities and financials, leading, as 
growth outlook resilient to omicron and bond yields rising. 
Boosting assets from Dow Jones Industrials and International 
regions like Europe

❏ Growth segments, like tech, NASDAQ and ‘disruptive’ tech 
proxies (ARKK) with the highest valuations and least earnings 
suffering the most. ‘Big-tech’ defensives relatively resilient.

We are bullish a rare fourth year of strong equity returns. 

❏ The earnings outlook is under-appreciated and valuations 
well-supported. 

❏ Our focus is cheaper and faster growing cyclicals and a core of 
big tech ‘new defensives’. 

Past performance is not an indication of future results.
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Omicron: route to lower restrictions 

Seeing some omicron relief. But a ways to go for many

❏ Omicron is driving unprecedented virus cases in many countries, 
causing widespread disruption from quarantining. 

❏ But the UK’s early example (see chart) shows hospitalization rates 
only 10% of prior waves. This is an eventual route to lower 
restrictions and a strong ‘re-opening’ stock recovery. 

❏ South Africa and UK lead the way with peaking cases and 
disruption, but the US and especially Asia peaks are still way 
off. China continued ‘zero-tolerance’ policy is a big challenge.

‘Re-opening’ and Value to benefit. Such JETS and XLF, XLE ETFs, @TravelKit

Passing the macro check-up. Resilient growth supports earnings

❏ Purchasing manager index (PMI) data (see chart) shows growth 
easing from huge 2021 rebound. But no economy below 50 that 
indicates recession risk.

❏ Germany is suffering from surging covid and huge auto sector 
hobbled by semiconductor shortages. 

❏ Global growth forecast around 4.5% this year, and we see upside 
to consensus earnings growth rates only around 8%. Helps 
reflation assets: commodities (DJP), equities (ACWI), crypto. 

Past performance is not an indication of future results.



6

Fed: strong market repricing, and negative real yields 

Markets now pricing US interest rates to start rising in March

● Fed accelerated speed of bond-buy taper in order to get from 
$120 billion monthly to zero well before mid-year

● Raised the ‘dot plot’ to pencil in three interest rate hikes this year
● Market has moved to price this in already, and see’s over 70% 

chance the hiking cycle starts at March 16th meeting.

This hiking cycle to be around half size of history. Likely around 200 bps. 

Driving another bond market tantrum, like Q1 last year

❏ It’s déjà vu. US 10-yr bond yields surging, as Q1 last year. Then 
yields surged 0.8%, Value beat Growth by 10%, but equities still 
rose 6%. 

❏ We see modestly higher yields, with strong growth (Q4 GDP 
NOWCast 7%), and a more hawkish Fed. The most negative 
inflation-adjusted bond yields in fifty years (see chart) support 
risk-assets (TINA  -There Is No Alternative to equities)

❏ This helps favoured short-duration and cheaper commodities 
(XLE) and financials (XLF), and hurts ‘disruptive’ tech (proxied by 
ARKK). 

Past performance is not an indication of future results.

https://etoro.com/news-and-analysis/in-depth-analysis/macro-insights-3-keys-whilst-you-were-away/
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Valuations & Earnings: Q4 earnings the next catalyst

Q4 earnings season the next driver

❏ Earnings growth has peaked but remains strong. Consensus for 
+20% in US versus last year and +50% in Europe

❏ These expectations are too low. -5% versus last quarter
❏ Room for another - more modest - upside surprise vs consensus 

on 1) Strong Q4 GDP recovery, and 2) Profit margin resilience.
❏ Cyclicals - Energy, Materials, Industrials to lead. Underlying 

Financials earnings strong, on higher bond yields and loan growth.

Valuations high, but 3 reasons they are well-supported

1. Still low interest rates and bond yields
2. All-time-high US company profit margins
3. Structural change versus history, with rise of Tech

Defending against high valuations

❏ Own faster growing commodity and industrial cyclicals 
❏ Own cheaper segments like financials, and overseas markets
❏ Own the big-tech ‘new’ defensives, with decent growth, big 

‘moats’ and fortress balance sheets

Past performance is not an indication of future results.

https://etoro.com/news-and-analysis/in-depth-analysis/macro-insights-strong-earnings-season-needed/
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International: outlook for a better year 

Focus on rest-of-world, with cheaper valuations and more cyclicals

❏ International markets are both much cheaper and with a 
more cyclical index composition, making them beneficiaries of 
reopening economies and higher bond yields.

US (and China) remain very tech focused (see chart). Europe our focus. See 
@EuropeEconomy. UK set to see 200% earnings growth this quarter. 

A better year for Asia this year. More than China

❏ Asia markets disappointing last year. With a slowing and more 
interventionist China and Asia’s low-tolerance covid strategies. 

❏ This sets up for a better 2022. The valuation gap vs the US is a 
record 35% (see chart), and with much room to re-open 
economies, and China now loosening policy. 

❏ But region is a lot more than China, with 14 main markets and 4.5 
billion people. India world’s no2 performing market in 2021

Exposure via ETFs (AAXJ) or smart portfolio @AsiaDragons. Thematic 
exposure via @ChinaTech and @ChinaCar. China is now more focused on 
local or Hong Kong markets after crackdown on ADRs.

Past performance is not an indication of future results.

https://www.etoro.com/news-and-analysis/in-depth-analysis/daily-macro-insights-a-better-year-for-asia/
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Sectors: 1) our favoured defensives, 2) changes to tech

Healthcare our favoured ‘defensive’ sector

❏ Healthcare (XLV) exception to caution on ‘bond proxy’ defensives 
like utilities, staples, real estate. Has cheaper valuations, good 
growth, least bond yield sensitivity (chart), and upside catalysts.

❏ US dominates the sector, led by UnitedHealth (UNH), Johnson & 
Johnson (JNJ), and Pfizer (PFE). Some overseas markets are 
over-represented. Switzerland, with Roche (ROG.ZU) and Novartis 
(NVS). Denmark’s Novo Nordisk (NVO) and Coloplast (COLO-B.CO). 
Also see the smart portfolios @Vaccine-Med and @Diabetes-Med.

Potential changes to tech sector, would boost financials and industrials 

❏ Some of the largest tech stocks could be changing sectors
❏ in a proposed 2022 reorganisation of the GICS sector 

classification system. Moving PYPL, V, and MA among others.
❏ This could significantly boost the size of the financials and 

industrials sectors and make IT smaller and stock-concentration 
worse (see chart). 

❏ It also highlights the difficulty in classifying many industries, from 
payments to renewables and cannabis. This has continued to drive 
the big surge in thematic investing. 

Past performance is not an indication of future results.

https://etoro.com/news-and-analysis/in-depth-analysis/macro-insights-healthcare-defence-as-offence/
https://www.etoro.com/news-and-analysis/in-depth-analysis/macro-insights-changes-to-your-favourite-sector/
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Themes: 1) hobby investing, and 2) EV ‘picks and shovels’ 

Collectibles investing can pay

❏ Collectibles investing, from wine to cars, has long been both 
popular and profitable. It is also increasingly possible indirectly 
through stocks. 

❏ Most of our 7 collectible and hobby stock baskets have performed 
well (see chart). Watch (CFR.ZU, UHR.ZU) and music (WMG, 
SPOT) stocks have beaten global equities near 3x the past five 
years. Golf (DS, DKS) and football (MU to NKE) stocks have also 
done well. Even big laggard, Art, may now benefit from NFT boom. 

❏ These are complements, not replacements, for broader portfolios 
as they have limited choice and liquidity. Also see @InTheGame 
and @FashionPortfolio 

Winning in the EV supply chain

❏ Lithium was the 2021 green commodities standout, up near 
200%, and driving producer stocks (see chart). Electric vehicle (EV) 
battery demand surged, with supply tight given prior low prices. 
Supply is set to rise 30% this year, but demand will grow more. 

❏ This will keep market in deficit and support prices. 70% lithium is 
for batteries, with c10kg for each EV. The sector profits outlook has 
tripled and P/E valuations - from ALB to SQM and LAC - a high 
40x, but still a fraction of pure EV’s like Tesla (TSLA).

Past performance is not an indication of future results.

https://www.etoro.com/news-and-analysis/in-depth-analysis/analyst-weekly/
https://etoro.com/news-and-analysis/in-depth-analysis/macro-insights-winning-in-the-ev-supply-chain/
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Commodities: high-for-longer oil, and supply disruption 

Commodities rebound as:

● Omicron -driven commodity demand fears ease
● USD - which makes commodities more expensive - stabilizes
● Kazakhstan political turmoil the latest reminder of tight 

supply-side, from politics to weather. See new URA Uranium ETF.

High-for-longer oil prices. These are great prices

● Brent prices back at $80/bbl, up $10 in a month as omicron growth 
fears eased, and OPEC+ adds supply back only modestly. 

● Energy (XLE) is cheapest sector, with highest dividend yields, 
near-best earnings growth, and we see high-for-longer oil prices. 

● These are very good prices. New investment ‘break-even’ price 
estimated at c$50/bbl and existing capacity break-even at c$35/bbl

● Inflation fears overdone. Expectations controlled and economies 
‘de-commoditised’. Inflation adjusted prices same as 50 yrs ago.

Commodities are in a rare ‘sweet spot’

❏ After 10-year underperformance, in sweet spot of rebounding 
demand, tight supply, and higher investment demand (inflation) 

Past performance is not an indication of future results.

https://www.etoro.com/news-and-analysis/in-depth-analysis/macro-insights-high-for-longer-oil-prices/
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Currencies: dollar stable despite soaring bond yields

More restrained USD in first week shows much priced-in

❏ DXY USD index fell 0.2% in first week of the year despite further 
signs of more hawkish Fed and first rate hike now being priced in 
for March.

❏ Expect firm USD near term with room for modest weakness later 
as rest of world follows the Fed and moves to tighten policy.

Stronger USD has hurt EM, commodities, and tech

❏ A stronger USD hurts emerging markets (EEM), by increasing USD 
financing and debt pressures.

❏ Also commodities (DJP), which are priced in USD and become 
more expensive for buyers (as well as related assets like Australia).

❏ US sectors, like IT (XLK), with 57% of sales from overseas. 

Equity market exposure to local currency moves vary dramatically

❏ Stronger local currencies would hurt global and lower margin 
European (EZU) companies. Over 50% UK and European corporate 
sales are from abroad. Switzerland, Sweden, Netherlands most.

❏ Largest economies: US, China, Japan among the least impacted.

Past performance is not an indication of future results.
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Crypto: 16th bitcoin correction of last decade 

Crypto pullback exacerbated by global ‘risk-off’ move

❏ Crypto assets hit by global risk-off move as Fed turns hawkish
❏ Bitcoin ‘dominance’ of crypto market cap back at 2018 40% level
❏ Sandbox (SAND), Celo (CELO) added to eToro. Total coins now 42

Correction in context. Nearing median correction levels

❏ BTC now -38% from November high in its 16th big correction of 
the last decade (equities have had one). 

❏ The average is -51% and median -43% so risk/reward has 
improved a lot

Institutional crypto adoption barely started. To be led by two drivers:

1. By far highest risk-adjusted returns of any asset. Adjusting for 
huge volatility crypto-assets still outpace equities significantly

2. Correlation with other assets very low. Can be added to a 
diversified portfolio and reduces risk, despite volatility

See related smart portfolios: @CryptoPortfolio, @DeFiPortfolio. Many 
considering ‘equity-proxies’ like RIOT, MARA, and MSTR

Past performance is not an indication of future results.

https://www.etoro.com/news-and-analysis/in-depth-analysis/macro-insights-the-crypto-equity-rally/

