
HOUSE VIEW MONTHLY 

Brian O’Reilly
Head of Investment 
Strategy

At the November meeting the MIFL Investment Committee discussed several topics 
in relation to the positive news on the vaccine front, the value rotation and the 
outlook for next year. A summary of the key discussion points is below. 

In what was already an extraordinary year 
November pushed the bar even higher. Like 
buses not one, but three vaccines came along at 
once as investors began to reposition for econ-
omies to re-open in 2021. Investors also had to 
contend with the contentious US election with 
Joe Biden eventually nominated President elect. 

An eventful year!
This year has had it all. The sharpest bear market 
ever recorded, followed by a similarly impressive 
recovery. Governments and Central banks ripped 
up the rule book handing cheques directly to 
households and buying risky assets to head of 
the possibility of a catastrophic default cycle. The 
price of a barrel of oil fell below zero and Gold 
rose above $2000/oz for the first time. 

The unusual nature of the ‘sudden stop’ shutdown 
triggered excess liquidity to flow into stay at home 
technology stocks so much so that there are some 
signs of a bubble in the more speculative part of 
the sector as robinhood investors drove stocks 
higher, while those companies particularly in the 
travel and tourism sector that effectively had to 
shut down were priced for failure. November saw 
the largest ever single move toward Value and 
away from Growth and Momentum as the news 
of a vaccine was announced.

Vaccines well ahead of expectations
The vaccine of course is the best news in what 
has been a traumatic year. Not only does this 
bode well for the reopening of economies in 2021 
and some return to normal life for us all, but also 
has significant implications for how investors 
think about their portfolio positioning in the year 
ahead. The Committee discussed that while we 
were hoping and optimistic for a vaccine, the 
positive trial results were above our and everyone 
else’s expectations. 

Prior to the announcement from Pfizer/BioNtech, 
an efficacy rate of 50-60% would have been a 
good result, but news that both Pfizer BioNtech 
and Moderna at 90-95% were well above expec-
tations. For comparison normal flu vaccinations 
are only about 50% effective on average, and in 
terms of speed the quickest previous vaccine de-
veloped was for Mumps and that took four years. 
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Further trials will be conducted, and this number 
could slip lower, but it is still a very positive out-
come. The collaboration between AstraZeneca 
and Oxford University was also good in that 
its drug has less logistical challenges and can 
be distributed in larger quantities with 3 billion 
doses expected to be rolled out next year. This is 
particularly beneficial for developing economies.

Value investors have their day in the sun
From an investment perspective the news trig-
gered a sizeable rotation in the market as ‘stay at 
home’ stocks lost ground to those companies that 
were essentially priced for failure at the depth of 
the pandemic. Value as an investment style had 
its best day ever and had a six standard deviation 
move against Momentum which was the biggest 
casualty of the rotation. 

In our conversations with sell side analysts and 
sales desks, it would appear that the rotation, or 
at least the scale of the move was not fully an-
ticipated by the majority of institutional investors 
as they scrambled to add some value and small 
cap positions to better balance their portfolios, 
and we have seen the momentum continue over 
the month. 

Will the value rotation continue?
Looking ahead to next year the big question 
is; Can the value rotation continue? For many 
portfolio managers in the industry that started 
their careers post the GFC it has essentially 
been a one way bet that central banks provide 
excess liquidity and that growth as an investment 
style would win out. We think next year may be 
more nuanced and provide active managers an 
opportunity to regain some of their lost credibility 
in stock selection skills to passive instruments 
which also drove the growth and momentum 
trade higher. 

For sure the jury is still out whether this is a lon-
ger-term regime shift with Value stocks likely to 
dominate this cycle just as Growth has since the 
global financial crisis, and we too have our doubts. 
Ultimately the conditions are not in place yet with 
interest rates so low but as is typical at the bottom 
of the cycle Value and Small cap stocks tend to 
outperform in the 12 months following a recession. 
This was the case in 2009-2010. Also, as we pre-
viously discussed Value as an investment style is 
at 45 year low versus Growth (Fig.1). 
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Disclaimer
For internal use only. The commentary contained herein reflects the opinion of the Investment Manager and may change over time. It does not constitute an offer for products or services and should 
not be construed as an offer to sell or a solicitation of an offer to buy and should not be used for making investment decisions. The content is not permitted to be copied, reproduced or distributed 
in any form outside of the Mediolanum Group.

This publication was issued by Mediolanum International Funds Ltd (“MIFL”) for informational and training purposes of relevant personnel in Banca Mediolanum, Banco Mediolanum and Bankhaus 
August Lenz, the Distributors of MIFL’s products in Italy, Spain and Germany. Where deemed to be appropriate by the Distributor, and insofar as the information contained herein does not contravene 
any local laws or regulations, this publication may be transmitted, or the content thereof communicated, in whole or in part, by the Distributor to the Family Bankers that form part of its sales network, 
for the sole purpose of providing further information on MIFL products to the Family Bankers, who in turn are prohibited from making a copy of the publication available to potential investors. This 
is without prejudice to the existing contractual, legislative and regulatory requirements of the Distributor and/or the Family Bankers, such as the provision of mandatory product documentation to 
potential investors and the provision of investment advice in respect of suitable products that are in line with the risk profile of the potential investor. Without prejudice to the permissions for the use 
of this publication described in the preceding paragraph, no part of this publication may be copied or duplicated in any form or by any means, or be otherwise disseminated, without the written 
consent of MIFL.

The content of this publication was created with the assistance of Mediolanum Asset Management Ltd (“MAML”), the appointed investment manager of MIFL. The information contained herein, 
including any expressions of opinion or forecasts, has been obtained from or is based upon sources believed by MIFL to be reliable. Any reference to benchmarks in this publication is intended 
for performance assessment purposes only and should not be understood as a reference to security selection or portfolio composition. Whilst every effort has been made to ensure the accuracy 
of information contained within this document, neither MIFL nor MAML provide any representation or warranty, either express or implied, regarding the accuracy, completeness or correctness of 
information contained herein and accordingly no liability, direct or indirect, is accepted by either party resulting from reliance on this information by an investor. All Index are total return in local 
currencies

Source: MIFL Positive Allocation
Our outlook for this asset class in 
portfolios is positive. The depth of 
shading reflects the conviction of 
the call

Neutral Allocation
Our outlook for this asset class in 
portfolios is neither positive nor 
negative. We recommend investors 
hold their neutral weighting in this 
asset class.

Negative Allocation
Our outlook for this asset class in 
portfolios is negative. The depth of 
shading reflects the conviction of 
the call.

Positive Allocation
Our outlook for this asset class in 
portfolios is positive. The depth of 
shading reflects the conviction of 
the call

Neutral Allocation
Our outlook for this asset class in 
portfolios is neither positive nor 
negative. We recommend investors 
hold their neutral weighting in this 
asset class.

Negative Allocation
Our outlook for this asset class in 
portfolios is negative. The depth of 
shading reflects the conviction of 
the call.

Positive Allocation
Our outlook for this asset class in 
portfolios is positive. The depth of 
shading reflects the conviction of 
the call

Neutral Allocation
Our outlook for this asset class in 
portfolios is neither positive nor 
negative. We recommend investors 
hold their neutral weighting in this 
asset class.

Negative Allocation
Our outlook for this asset class in 
portfolios is negative. The depth of 
shading reflects the conviction of 
the call.

Figure 2: Tactical Asset Allocation

Price is what you pay, value is what you 
get
In terms of our thoughts on the Value Growth 
conundrum conversations we have had with 
the Bernstein Quant team show that yield curve 
steepening is only really statistically a significant 
factor for banks while other determinants like 
rising earnings bode well for value in other sec-
tors, as intuitively investors want to buy cheaper 
assets that can benefit from an uplift in activity 
and earnings.  Put simply investors are willing to 
pay up for earnings growth when growth is scare 
and focus more on the price they pay for those 
earnings when growth rebounds. On that basis 
the outlook for next year is lined up for cyclicality 
and Value to outperform with accelerating GDP 
and earnings growth. 

Investment Committee
At the November meeting the committee dis-
cussed several topics relating to the outlook for 
next year and the rotation underway in the market. 
Our expectation is for global GDP to accelerate 
strongly in the second half of 2021, and for 
earnings to also regain most of their lost ground. 
The sectors which will see the strongest rebound 
are in more value orientated sectors like Energy, 
Industrials and Materials. 

The Committee discussed that until we get to herd 
immunity it is critical for policy makers to continue 
to support their economies through fiscal and 
monetary measures and any sign that they may 
be withdrawing the support, such as the current 
debate over more fiscal stimulus in Washington 
pose a risk to investor sentiment. 

Having made several changes to our Central 
Policy Portfolio in October we remain fully invest-
ed in equities and had implemented a number of 
rotation trades such as our vaccine basket, Value 
and small cap in recent months which have done 
well. We took some profit in the more short-term 
positions such as the vaccine basket but overall 
have added more cyclicality and rotated our 
portfolios to benefit from a pick-up in economic 
activity next year. 

We remain underweight sovereign bonds due to 
the low and negative yields available and prefer 
higher risk areas in the fixed income space like 
Emerging markets and High Yield. Bonds played 
their part this year protecting portfolios through 
the worst of the bear market and are on track to 
deliver high single digit returns for the full year. 

Yet looking ahead with negative yields in Europe 
and the US ten year below 1% the ability of bonds 
to deliver returns in excess of inflation is unlikely 
and real yields are negative in most parts of the 
world with one notable exception China and we 
recently added Chinese renminbi bonds to a 
number of fixed income and multi asset portfolios.

Toward the end of the month we also added a 
small position in the FTSE 250 to our central pol-
icy portfolio as there remains only a few issues 
on fishing rights and state aid to be overcome in 
Brexit negotiations.

Figure 1: Value v Growth is at a 45 year low

Data Source: MSCI, Bloomberg, MIFL


