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Summary

The speedometer controls to what extent the portfolios should utilize their risk budgets. 
It is connected to the model portfolio (page 4) which at all times utilizes its risk budget 
in-line with the speedometer. In a very general sense it can be interpreted as equities 
on/off (with 50% being neutral).

- Risk utilization is maintained at 65%
- We maintain a positive view on risky assets as we are seeing a 

stable V-shaped recovery 
- The recovery is better than expected by analysts and 

investors judging by overall positioning
- Fiscal and monetary support are crucial for the rebound and going 

forward we expect demand to broaden and GDP to rise
- Monetary stimulus and liquidity will continue to lift markets 
- But headwinds for further fiscal stimulus may lay ahead in the 

case of unclear results after US elections
- Although both parties support more fiscal stimulus, political  

turmoil may be a risk and stall agreements on stimulus
- Earnings will continue to strengthen after the dip earlier this year

- However, concentration risks have risen as a few companies 
constitute a large part of the earnings growth 
- But we think that other sectors will also relish from a better 

climate as the recovery broadens
- And as we may get higher inflation expectations ǆto 

some extent as a result of FEDs new policy on inflation
- A surgency of COVID-19 cases over the last few weeks remains a 

risk in the background
- But as of today the virus wave seems limited and actions from 

governments are more refined than during the spring
- Handling of COVID-19 has improved as governments are 

better prepared and more knowledgeable 
- We continue to expect that a total lockdown is very 

unlikely as the costs are too high

65%
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Asset Allocation

Model Portfolio

Long only portfolio. Yearly VaR(95%) ex. mean between 7% and 21%.No 
restrictions on the individual asset classes. The weights are set manually by the House 
View committee; i.e. they are not based upon an optimization model.

- We remain overweight equities on the backdrop of a growth 
supporting regime
- Positive macro development and strong earnings are the main 

driving forces behind equities 
- Considering that a portfolio takes expected returns from different 

asset classes into the equation ǆĥŔƩŎ ĢÿŊĐ ķĽŔ ŔĽ ĢĽıĐ ÿ ĐĔċĔķŔ
overweight to equities
- TINA is another way to express it ǆĊřŔ ĥķ ĔŎŎĔķċĔ ĥŔƩŎ ŔĢĔ

policies of central banks that makes bond assets a weak 
value proposition

- We maintain an underweight to Government Bonds 
- As the possible returns are limited and the markets are largely 

controlled by central banks 
- If we did not have QE and continued bond purchases from 

central banks, bond yields would rise and the potential for 
lower rates is limited

- The main financing of our equity position is through bonds
- Credit spreads, in particular in High Yield, remain attractive and 

will probably be durable 
- Corporate bonds are somewhat supported by a stronger business 

cycle, even if there are issues in certain sectors
- Risks of rising bond yields have diminished as central banks 

are sustaining QE policies  
- We maintain an underweight to Emerging Market Debt 

- Based on the overall investment climate that is in growth mode  
- And as most EM assets are value type investments
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Regional equity allocation

Regional equity positioning

Benchmark is MSCI All Country

- We maintain a neutral position between the US and Europe
- Over the first few weeks in September we saw some vulnerability 

in the strong growth sector
- The spread between growth and value stocks remains wide, 

but we note that the spread bounces back when markets 
loose momentum 
- However, we expect that the growth-value spread may 

be challenged at a future point in time given that the 
recovery persists and as bond yields climb
- But we highlight that this is not the case just now 

- As such, we are neutral between positioning in the US and Europe 
- We like the US for its stability in the growth regime

- And we hold Europe as a hedge for the next phase in the 
cycle

- Emerging Markets Asia has had good performance largely due to 
the Chinese effect 
- China managed to navigate the virus crisis and flatten the curve 

without the same drop in growth as in other regions 
- Latest trade and PMI data are also encouraging 

- EM ex. Asia markets are laggards in general and dependent on 
stable growth and a shift in the investment regime
- *Ŕ ŎĽĶĔ ŇĽĥķŔ ŔĢĔ ŊĔĞĥĽķ Ķÿũ ĊĔ ĶĽŊĔ ĝÿŢĽřŊÿĊıĔƘ ĊřŔ ĝĽŊ ķĽţ ĥŔƩŎ

to early in this phase of the cycle
- Nevertheless, we note that local currencies are rather cheap 

and may be a support over time
- In addition, the shifts in global supply chains are probably a 
ķĔĞÿŔĥŢĔ ĝĽŊ ŔĢĔ ŊĔĞĥĽķƘ ĊřŔ ĥŔƩŎ ŎŔĥıı ŔĽĽ ĔÿŊıũ ŔĽ Ŏÿũ
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Sector allocation

Sector positioning- We rotate our sector strategy gradually to a new and more stable 
phase in the business cycle where cyclical growth is distributed 
more evenly to other sectors
- As such we choose to lift Industrials to an overweight

- Industrials benefit from a broadening of activity 
- And as the focus moves from growth companies it will 

shift to other sectors in the economy
- Positions in the automobile industry have been 

tricky but we expect it will pick up
- Strengths in sectors like Housing lead to CAPEX growth 

which industrials benefit from
- And we decreases our position in Health Care to neutral 

- The fundamentals for the health care sector are appealing, 
but in a more cyclical environment the focus will shift to 
other sectors with larger exposure to the business cycle
- In addition, there is an element of political risk in the 

sector that limits its return potential this year
- We maintain a favourable view towards consumer discretionary

- The growth trend from consumers staying at home has been 
important
- Next steps is to factor in what will happen when consumers 

release their saving which are now at record levels
- The value-growth rotation goes back and forth

- But we will continue to have a growth undercurrent as long as we 
have QE and in practice a light form of yield curve control 
- Which supports IT and consumer durables
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Commodities ( 1.5%/13.4%)

EMD LC ( 5.7%/11.1%)

High Yield ( 4.0%/11.1%)

Investment Grade ( 2.0%/ 7.1%)

DM Equities ( 7.9%/18.6%)EM Equities ( 8.2%/18.8%)

Fixed Income (-0.8%/ 1.4%)Money Market (-0.6%/ 0.1%)

Swedish equities ( 8.4%/19.8%)
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Figure 1: 12 month forward looking return expectations Figure 2: 12 month forward looking return expectations for equities and bonds

Figure 3: 12M expected risk and returns

Source: SEB Source: SEB* High Yield and Investment Grade  is 50% US and 50% EU
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Figure 3: Emerging Market Debt Figure 4: Fixed Income*
Source: SEB
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Source: SEB

* The 2014-2015 combined overweight to equities and fixed income was 
financed by an underweight to Investment Grade, Commodities, and EMD.
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Expected returns

Figure 1: Absolute expected returns Figure 2: Risk utilization since inception

Source: SEBSource: SEB
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House View decision variables

Figure 1: We consider Macro, Central Banks and Fiscal Policy as the most important 
variables for taking risk going forward.

Source: SEB House View

Source: SEB House View

Figure 2: We have lifted the importance of Macro once again as we move closer to Q4. 
Earnings increased in importance as we move closer to Q3 earnings season.

- We introduce Fiscal Policy as a new explicit measure among our 
decision variables
- Previously this was part of the Politics factor but given the new 

environment where fiscal policy is of increased importance we 
need to distinguish between the two

- The positive view towards risk remains in the House View 
Committee
- The importance of Fiscal Policy has increased since the last 

meeting given the uncertainty related to a renewed fiscal support 
from the US Government
- If Congress fails to pass a new bill the Committee sees this as 

a risk to the economic recovery in the US
- Macro remains an important factor and in fact we have lifted the 

importance as of late
- It is of increased importance that macro stays solid as we 

move closer to Q4 to confirm our positive view of risky 
assets
- We are looking for further stabilization in hard macro

- In particular employment data is of importance as 
consumers have to support the economic rebound 
as fiscal support decreases

- Central Banks remain an important variable in our risk taking 
- But the importance has decreased post Jackson Hole as FED 

confirmed their commitment of keeping rates low
- The valuation factor is still slightly negative

- Which is in line with most market participants and reflects that 
some uncertainty remains in the rebound 
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Developments in the Markets

- Over the month of August equities moved higher as the global 
economy indicated it was on track for recovery 
- The FED reinforced its commitment of keeping interest rates 

close to zero for a very long time in the Jackson Hole summit
- Affirming a positive view about future growth and inflation

- Corporate earnings report were not as bleak as some analysts 
had feared adding to market optimism

- Advancements in vaccine developments boosted confidence
- But at the beginning of September a frenzy in derivatives on US 

tech stocks rippled though financial markets 
- Bullish investors had been placing large buy volumes in option 

markets on US tech stocks driving up volumes in August 
- Markets worried that the large buy volumes of call options 

may have driven the rally in big tech over the summer 
causing the sell-off in early September
- The put-to-call ratio in Apple and Tesla were very low 

- Higher Nasdaq volatility index relative to the rest of the 
market implied a worry of the large tech rally

- Nevertheless, the drop in tech stock triggered a buy for investors 
that may have been standing on the sidelines

- Tensions between China and the US heightened
- The US put new restrictions on Chinese diplomats 
- Trump expressed the prospect of decoupling the US from China 

- In fixed income, the 10Y yield remains historically low, but edged 
slightly higher since the beginning of August
- And with higher inflation expectations, high-grade bonds look less 

appealing due to the prospects of very low returns

Figure 1: The US tech heavy NASDAQ index suffered a drop in early September. However, 
growth stocks are still up nearly 20% this year, while value stocks are lagging

Figure 2: The VIX Futures price curve is signaling increased volatility in October-November as 
we move closer to the US election. 
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Economy ǆDeveloped Markets

- Macro indicators continued a positive momentum over August
- Business activity surveys in manufacturing and services showed 

activity improving and signalling an optimistic outlook 
- New orders jumped and production broadened 
- Gradual reopening of businesses and steady improvements 

in consumer demand boosted manufacturing 
- However, firms maintained a tight grip on spending as supply 

chain frictions increased
- The ISM employment index signalled further headcount 

reductions, but the result was the strongest since February
- Uncertainty continues to exert downward pressure in CAPEX  

- US labour market improved in August, but at a weaker pace 
- US employers added 1.4M jobs in August, pushing the 

unemployment rate down to 8.4%
- But there were some concerns that the strong jobs report may 

fade hopes for the next US stimulus package
- However, the pace of weekly claims has slowed the last weeks

- Indicating that a failure over a new round of economic 
stimulus would pose significant downside risks to the 
economy which policy makers may prefer to avoid

- On monetary policy, the FED announced an average inflation target 
- At the ECB meeting, the ECB left its monetary policy unchanged

- The Eurozone faced challenges as the economy slid into deflation, 
jobs market looked gloomy and we saw a resurgence in virus cases
- Eurozone retail sales fell in July indicating that the rebound in 

consumer spending may have run out of steam
- However, the rise in German and French exports in July is positive

Figure 1: US and European manufacturing and service PMIs remained at expansionary levels 
over August. However, within DM the US is showing a stronger recovery than Europe

Figure 2: The August ISM indicator expanded at the fastest pace since late 2018. The sub-
component New Orders indicated strong recovery in factory activity
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Economy ǆEmerging Markets

- The EM space is seeing an uneven recovery from the pandemic
- On aggregate the broad manufacturing PMI rose further in August
- But we see a divergence between Asia, which is leading the 

recovery, and other parts in EM 
- High-frequency data shows that Taiwan, South Korea, China 

and Thailand are operating close to pre-pandemic levels
- While Latin America is still struggling to contain the pandemic

- MĽţĔŢĔŊƘ 5ŊÿŮĥıƩŎ p_O ŎĢĽţĔĐ ÿ ŎŔŊĽķĞ ŊĔÿĐĥķĞ Ľĝ ǫǩƕǬ
- Downside risks to the region include high unemployment, capital 

flights, declines in commodity prices and political upheavals
- In China, leading indicators continued to pick-up in August making 

headway both in production and demand 
- New export orders rose strongly, indicating that gradual 

reopening of overseas economies supports the economy
- A rise in business expectations was also a positive
- Employment showed only a small rise indicating that the labour 

market remains stagnant despite the ongoing recovery measures
- Service sectors registered also a strong rise 

- The construction PMI was well above expansionary levels 
and will probably remain at elevated levels given continued 
government infrastructure spending 

- As the economic recovery is progressing, the PBOC may shift its 
stance from crisis-fighting to policy normalization
- The PBOC has already announced around 30 policies
- Nonetheless, the PBOC may still cut the RRR rate and extend 

credit to small firms 

Figure 1: The aggregate EM manufacturing PMI climbed further in August. However, within EM 
there is a divergence between countries in the EM space

Figure 2: Chinese exports gained steam August as it surprised on the upside. This raises hopes 
of a wider resurgence in global trade
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SEB House View ǆMacro Status

Figure 2: The level of US macro turned positive ǆfirst time since March.

Figure 1: Our EU macro indicator dropped in early September but improved as of late.

Figure 3: EM continues with positive surprisesǆwith trade leading the improvement..

Source: SEB House View Source: SEB House View

Source: SEB House View

- The House View macro models continue to point towards increased 
activity in the economy compared to early June
- The level of US macro has now turned positive after surprisingly 

strong ISM New Orders
- The US consumer remains a bit hesitant according to 

confidence and sentiment data
- Lagging trade data from Emerging Markets continues to surprise 

on the upside
- China remains the leader and the previously disappointing retail 

sales data was reversed and surprised on the upside in mid 
September
- Which is anecdotal evidence that consumers are starting to 

increase their spending
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In Focus #1: US elections

- With just over a month left for the US election consensus polls and 
betting odds are predicting a Democratic sweep with Biden as 
president and a Democratic Congress 
- Prediction markets continue to show a high probability that 

Democrats will remain in control of the House after the election  
- On the other hand, the Senate race is highly competitive 

- But markets are as of writing predicting a Democratic Senate 
win with 3-4 seats

- On the presidential race, a candidate needs to capture 270 of the 
538 electoral votes
- The states that will probably constitute the make-it or break 

it states are Arizona, Florida, North Carolina, and 
Pennsylvania

- The states that voted for Trump in the 2016 election are now 
leaning towards Biden according to the consensus view

- As such, the math in terms of electoral votes is favoring 
Biden and the path for a Trump victory is narrowing 

- We may not obtain a result directly after Election Day as it may 
take longer to process absentee ballots 
- Due to the pandemic states are doing different things to increase 

absentee voting and mailing voting
- A delay in the final count may drive fluctuations in markets as 

investors adjust their positions based on the probable outcome
- Fluctuations in equities may result as markets struggle to price in 

key policy outcomes such as tax, energy, tech and financial 
regulation for US sectors 

- We expect to see spikes in policy uncertainty 

Figure 1: Electoral vote count for the presidential election based on polling 
shows that Biden holds an electoral vote lead

Figure 2: While most betting markets are predicting a Democratic House after 
the election, the odds for the Senate show a tight race

Source: 270towin (Accessed on 9 September)
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In Focus #1: US elections

- In the case of a Democratic sweep, Democrats will be able to pass 
fiscal legislation on healthcare, taxes, infrastructure, regulations, 
raise minimum wages and employ fiscal expansion
- A unified Democratic Congress will likely increase fiscal spending 

and deficit expansion, while redistributing wealth
- Taxes will likely increase in a Democratic sweep, but short of the 

stated ambitions given the uncertainty from the pandemic
- 5ĥĐĔķƩŎ ŔÿŨ ŇŊĽŇĽŎÿı ĥķċıřĐĔŎ ĥķċŊĔÿŎĔŎ ĥķ ĶÿŊĞĥķÿı ŔÿŨ ŊÿŔĔŎƘ ŔÿŨ

on capital gains, corporate tax rate increase to 28%, financial 
transaction tax, value added tax, among other tax policies 
- However, tax increases may be faced in over a few years

- Tax increases may raise 2 trillion dollars to finance new spending, 
in particular a proposed infrastructure plan
- However, from a corporate earnings perspective there are 

risks due to higher taxes
- In the case of a mixed government, tax policies will probably 

remain status quo 
- A Democratic sweep will likely lead to a healthcare reform short of 

Medicare for All and a push for drug pricing regulation
- Medicare would thus be allowed to negotiate drug prices 
- However, legislative action on drug prices is less likely in the near 

term as the US may primarily be focused on supporting COVID-19 
vaccines and therapeutics

- A divided government would be status quo for health care
- With a Democratic sweep regulatory changes will have negative 

impacts on Financials, Tech and Energy companies
- As a result of aggressive regulatory agenda

Biden win  
Democratic 
Congress

Biden win 
D House & R 

Senate

Trump win
D House & R 

Senate

Trump win  
Democratic 
Congress

Equities 
impact

ÁMarkets expect a negative impact on 
equities from a Democratic sweep 
due to proposed higher taxes

Á But in the case of a Biden win and a 
Republican Senate, we do not expect 
tax hikes to pass through Congress

ÁWe note that there may be some 
upside in equities from a Biden 
presidency due to higher 
infrastructure spending, easing in US-
China conflict and higher wages

Á Probably favorable for EM Asia 
equities due to reduced geopolitics

ÁMost investors expect further upside 
in equities as the risk of higher 
corporate taxes is subdued in the 
case of a Trump win 

Á However, a Trump win could ratchet 
up US-China tensions

Á Increased geopolitical risks for EM 
Asia equities in the case of a Trump 
win

Sector 
impact

+

ÅMaterials: Due to higher 
infrastructure spending

Å Consumer discretionary: Due to 
higher minimum wages

Å ESG/Sustainability:May benefit from 
green policies 

Å Energy: Due to de-regulatory 
backdrop, 

Å Financials: Due to  de-regulatory 
backdrop

Å Tech: Due to de-regulatory backdrop

-

Å Health Care: Due to drug  pricing 
regulation 

Å IT: Big tech regulation and tighter 
import regulation 

Å Financials: Due to higher taxes and 
financial regulation 

Å Energy: Due to increased regulation

Å ESG/Sustainability:Due to lack of 
meaningful energy policy and 
regulation
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In Focus #2: Earnings Estimates

Figure 2: EPS estimates for SPX Index, absolute levels.

Figure 1: Bottom-řŇ ?pw ĞŊĽţŔĢ ĝĽŊ wp±ƕ ǧǦƩ ĔŎŔĥĶÿŔĔŎ ċřŊŊĔķŔıũ řķĐĔŊ ķĔĞÿŔĥŢĔ ŊĔŢĥŎĥĽķƕ

Figure 3: P/E based on 2020 EPS is elevated but more reasonable based on 2021.

- Earnings estimates are usually revised down as we move closer to 
next calendar year ǆwhich we now can see in 2021 estimates
- 2021 estimates are still relatively bullish and they might be 

revised downward further
- 5řŔ ŔĢĔ ĥķċŊĔÿŎĔ ĥķ ?pw ĔŎŔĥĶÿŔĔŎ ĊĔŔţĔĔķ ǧǤƩ ÿķĐ ǧǦƩ ĥŎ

clear and the direction follows our view of the recovery
- Oĝ ĽķĔ ıĽĽįŎ ĝřŊŔĢĔŊ ĽřŔ ĥķŔĽ ǧǧƩ ĔŎŔĥĶÿŔĔŎ ŔĢĔŎĔ ĶĥĞĢŔ ĊĔ

revised down, on an absolute basis that is, but even so 
there is an upside in equities, magnitude remains unclear

- Given the new rate and inflation policy adopted by the FED equities 
will be able to carry a higher earnings multiple than historically
- The TINA argument will be prolonged given the stance Central 

Banks have taken over 2020 ǆwhich can propel equities higher 
ĽŢĔŊ ŔĢĔ ċĽĶĥķĞ ũĔÿŊŎƘ ÿıĊĔĥŔ ƮĢĥĞĢƪ ŢÿıřÿŔĥĽķ ŔĽĐÿũ
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September October November December - 2021

15th: Second 

presidential debate Å Due to increased vote by

mail we may not get a result

on election night

Å Delay of results into a week

or month may increase

uncertainty and volatility in

markets

3rd: Election Day

Å Winner of the presidential

election is sworn in

January 21st

29th: First presidential 

debate

In Focus #3: Key Events

22nd: Third 

presidential debate

30th: End of US fiscal 

year

Å We expect another US fiscal

stimulus to pass before the

end of the fiscal year
4-5th: FOMC Meeting

Late October to November 

Phase 3 data and tentative vaccine approval

Å October 22nd: US FDA advisory meeting on vaccines

Å October: Pfizer, BioNTech and Fosun Pharma Phase 3 data

Å Late November: Moderna: Phase 3 data

Å 4Q20: AstraZeneca phase 2/3 data on vaccines

First 100 days

In the case of a Biden win we may

expect a coronavirus strategy announced

and an array of executive orders on

reversing Trumpôspolicies such as

reversing the withdrawal of the Paris

Deal, recommitting to the Iran nuclear

deal, suspending the border wall, etc.

Dec. 15-16th: FOMC Meeting
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Developed Market Equities ǆ12M Outlook

- On a 12 month forward looking horizon the risk-reward of global 
equities remains skewed to the upside
- We expect developed market equities to deliver risk-adjusted 

returns in excess of government bonds
- Massive monetary stimulus, additional fiscal support and 

normalization of economic activity will continue to support 
the asset class

- As the economy is in a growth recovery regime we prefer to 
maintain an overweight in equities
- But we refrain from increasing risk for now as we see 

volatility increasing leading up to the election
- We expect multiples to contract slightly on a 12 month horizon

- P/E multiples will remain at high levels from a historical view
- But as we expect increases in future earnings, multiples can 

contract slightly without worrying markets
- We find that ultra low rates will continue to be the reason 

behind lofty valuations going forward
- Future earnings remain uncertain, but positive surprises from Q2 

earnings season is encouraging in our view 
- 2022 earnings growth estimates are sending an optimistic view

- But depending on the outcome of the US election, we may 
see earnings estimates revised for various sectors

- Equities will continue to be supported by the hunt for yield 
- However, we think that the results from the upcoming US election 

may skew the risks to the downside 
- Nonetheless, the TINA argument will put a floor on 

developed market equities

Figure 1: The spread between US forward earnings yield and the 10Y remains positive. As 
ŊÿŔĔŎ ÿŊĔ ķĽţ ıĽţĔŊƘ ŔĢĔ ŎŇŊĔÿĐ ŊĔĶÿĥķŎ ţĔıı ÿĊĽŢĔ ŔĢĔ ıĔŢĔı ĥķ ŔĢĔ ǮǤƩŎ ÿķĐ ǤǤƩŎ

Figure 2: Q2 earnings season surprised positively and we do not expect further downgrades 
for 2020. Earnings growth for 2022 are currently pricing in a two-digit earnings growth


