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March: a terrible month for commodities

Positions: still reflationary but more selective

> While fixed income markets mainly remained under pressure, they were not the 
worst performing asset class in March. That honor went to commodities. After 
leading the way over the past months, commodities came under pressure in 
March.  The decline was broad based. Crude oil lost more than 10% of its value 
in four days. The exact reason why this happens remains unknown. The slowly  
strengthening US dollar and the prospects of slower demand due to less 
expansive policies in China, along with an increase in coronavirus infections in 
Europe, probably played a part. 

> The top performer was real estate. This equity sector lagged the rebound seen 
in equities over the past months but started to make an impressive comeback. 
Equities in general also did quite well in March. Within equity markets, however, 
there were substantial performance differences. Small caps and value stocks did 
very well while growth stocks had a difficult month.  

> We continue to run a procyclical portfolio that benefits from economies that 
continue to reflate. We did however become more selective on how to play this. 
The slowly increasing US dollar triggered us to close our exposure to emerging 
markets in both equities and fixed income. We added to our regional equity 
trade in which we prefer exposure to Europe and Japan at the expense of US 
equities. The former markets are more skewed towards value stocks, which is an 
equity style we think will continue to do well. No changes were made to our 
exposure to commodities, Investment grade corporate bonds and US Treasuries. 

Source: Bloomberg, Robeco

Source: Robeco All market data to 31 March unless mentioned otherwise
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An historical perspective: gold  versus inflation 

Average annualized returns: exceptional returns for bitcoin   

> Bitcoin makes the headlines every day, due mainly to its meteoric rise and unrivaled 
volatility. In recent months, a clear narrative that bitcoin is becoming a store of value 
in the form of digital gold has developed. Recently, Fed Chairman Jay Powell referred 
ǘƻ ōƛǘŎƻƛƴ ŀǎ άŜǎǎŜƴǘƛŀƭƭȅ ŀ ǎǳōǎǘƛǘǳǘŜ ŦƻǊ ƎƻƭŘ ǊŀǘƘŜǊ ǘƘŀƴ ŦƻǊ ǘƘŜ ŘƻƭƭŀǊέΦ Wǳǎǘ ƭƛƪŜ 
gold, bitcoin is scarce and durable. In addition, bitcoin exhibits high portability, is 
easily transactable and programmable. What it lacks of course, is a long history of 
being perceived as a store of value.

> Lƴ ƻǳǊ ǾƛŜǿΣ ǘƘŜ ŘƛǎŎǳǎǎƛƻƴ ŀōƻǳǘ ōƛǘŎƻƛƴΩǎ ƭŀŎƪ ƻŦ ƛƴǘǊƛƴǎƛŎ ǾŀƭǳŜ ƛǎ Ƴƻǎǘƭȅ ƛǊǊŜƭŜǾŀƴǘΦ 
As with diamonds, art, stamps, gold and the US dollar, bitcoin does not provide cash 
flows. Yet, most of these assets are considered to bea store of value. Since the end 
of the gold standard in 1971, gold has significantly outpaced inflation, rising about 
7.7% in value per year. This has been accompanied by a realized volatility of 17. 
Hence, it is flawed to assume that something considered to be a store of value 
should have a realized return close to inflation with a relatively low amount of risk.

> Since July 2010, when bitcoin first started trading on exchanges, its average return 
has been an eye-popping 254% per year. That compares to 15% for the S&P 500 
Index, the next best-performing asset class. Volatility too is extreme, with an average 
realized annualized volatility of 114%, almost 10 times as much as equites and gold. 
¸ŜǘΣ ōƛǘŎƻƛƴΩǎ {ƘŀǊǇŜ Ǌŀǘƛƻ ƛǎ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƘƛƎƘŜǊ ǘƘŀƴ ǘƘŀǘ ƻŦ ƻǘƘŜǊ ŀǎǎŜǘ ŎƭŀǎǎŜǎΦ !ƴŘ 
ōƛǘŎƻƛƴΩǎ ŎƻǊǊŜƭŀǘƛƻƴ ǿƛǘƘ ƻǘƘŜǊ ŀǎǎŜǘ ŎƭŀǎǎŜǎ Ƙŀǎ ōŜŜƴ ŎƭƻǎŜ ǘƻ ȊŜǊƻΣ ǎǳƎƎŜǎǘƛƴƎ 
sizeable diversification benefits.

Source: ICE Benchmark Administration Limited, US Bureau of Labor Statistics

Source: Bloomberg, Fred St. Louise Fed, Investing.com & Robeco
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All market data to 31 Marchunless mentioned otherwise
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Global market portfolio: does bitcoin deserve a place?

Allocation trade-off: substituting equity for a bitcoin allocation  

> Based on the price of USD 55,000 on 29 March, the market cap of bitcoin is roughly 
USD 1,000 billion. This translates into a weight of just 0.6% in the Global Multi-Asset 
aŀǊƪŜǘ tƻǊǘŦƻƭƛƻΦ !ǎ ǿŜ ŀŎƪƴƻǿƭŜŘƎŜ ōƛǘŎƻƛƴΩǎ ǇƻǘŜƴǘƛŀƭ ŀǎ ŘƛƎƛǘŀƭ ƎƻƭŘΣ ǿŜ ŀǎǎǳƳŜ ƛǘ 
reaches the USD 3 trillion market cap of investable gold somewhere in the next 5 to 
10 years. This implies an expected return range of 12%-25% per year.

> ¢ƻ ƧǳŘƎŜ ǘƘŜ ŀǘǘǊŀŎǘƛǾŜƴŜǎǎ ƻŦ ōƛǘŎƻƛƴ ƛƴ ǘƘŜ ǎǘǊŀǘŜƎƛŎ ƳƛȄΣ ǿŜ ǳǎŜ ƻǳǊ ΨǎƳŀǊǘΩ ƳŜŀƴ 
variance optimization framework in combination with a well-diversified 60/40 
portfolio. This framework does not only look at historical data, but also takes into 
accountƻǳǊ Ψр-ȅŜŀǊ 9ȄǇŜŎǘŜŘ wŜǘǳǊƴǎΩΣ ǊŜŘǳŎƛƴƎ ǘƘŜ Ǌƛǎƪ ƻŦ ŜȄǘǊŀǇƻƭŀǘƛƴƎ ƘƛǎǘƻǊƛŎŀƭ 
ǊŜǘǳǊƴǎΦ ¢ƻ ŘŜŀƭ ǿƛǘƘ ǘƘŜ ǊŜƭŀǘƛǾŜƭȅ ƘƛƎƘ ƭŜǾŜƭ ƻŦ ǳƴŎŜǊǘŀƛƴǘȅ ǎǳǊǊƻǳƴŘƛƴƎ ōƛǘŎƻƛƴΩǎ 
characteristics, we look at 36 different combinations of risk, return and correlation.

> Our results are unambiguous. For all 36 combinations of risk-return-correlation, our 
smart optimization allocates the maximum 2.5% towards bitcoin. This is better than 
we anticipated, expecting some drop-off as the combination of characteristics 
ΨǿƻǊǎŜƴǎΩΦ Lƴ ŀƭƭ ос ŎƻƳōƛƴŀǘƛƻƴǎΣ ǘƘŜ ǿŜƛƎƘǘ ƻŦ ŜǉǳƛǘƛŜǎ ŘŜŎǊŜŀǎŜǎΤ  ƛƴ ǎƻƳŜ ŎŀǎŜǎΣ 
the required reduction tops 10%. Under the restriction that the volatility of the 
ǇƻǊǘŦƻƭƛƻ ŎŀƴΩǘ ǊƛǎŜΣ ōƛǘŎƻƛƴΩǎ ŀǾŜǊŀƎŜ ǎƘŀǊŜ ƻŦ ǘƻǘŀƭ Ǌƛǎƪ ƛǎ ƳƻǊŜ ǘƘŀƴ с҈Σ ǊƛǎƛƴƎ ǘƻ ŀǎ 
much as 15% in some scenarios. 

> .ŀǎŜŘ ƻƴ ƻǳǊ ƛƳǇŀŎǘ ŀƴŀƭȅǎƛǎΣ ǘƻƎŜǘƘŜǊ ǿƛǘƘ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ōƛǘŎƻƛƴΩǎ Ǿƻƭŀǘƛƭƛǘȅ ƛǎ 
currently still well above our highest estimate of 60%, we believe further capping 
the maximum weight of bitcoin to 1% is warranted. A 1% weight also better aligns 
with overall portfolio management, including rebalancing.

Source:  Robeco

Special Topic

All market data to 31 Marchunless mentioned otherwise

{ƻǳǊŎŜΥ ά¢ƘŜ Dƭƻōŀƭ aǳƭǘƛ-Asser Portfolio, 1959-нлмнέ ōȅ 5ƻŜǎǿƛƧƪΣ [ŀƳ ϧ {ǿƛƴƪŜƭǎ
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Prices paid index: rising inflationary pressures 

Unemployment rate: improving across all cohorts

> Going into the last Fed meeting there was some speculation that the central bank 
could signal a change in the hiking path through updated economic projections. This 
turned out to be unfounded as the path of rate hikes was kept unchanged. What did 
become clear is that the Fed is positive on the economic outlook. Both inflation and 
growth expectations were upgraded. The Fed also expects the median-term inflation 
rate to rise above 2%. Taking the unchanged path for rate hikes into consideration, 
this means that the Fed is willing to tolerate higher inflation. 

> The current rise in interest rates is not seen as a threat to the recovery but as a sign 
of improving conditions. The rise therefore is not viewed as having an adverse 
impact on financial conditions. While current financial conditions are generally seen 
as being supportive, the Fed will continue to be reactive to market conditions. 

> The Fed will only tighten policy when there is substantial progress in actual 
employment and inflation data. With inflation already moving above 2%, and the 
expectation that this will remain so in the near to mid term, the focus will be on 
employment. 

> The non-farm payrolls new jobs figure for March almost hit a million. The rapid roll-
out of the vaccination program is paying off. The positive news was not only the 
quantity of the job gains, but also the quality of them. Jobs increased across 
different cohorts of the population and a broad array of sectors. The positive impact 
of the reopening is also seen in business confidence ςboth the ISM manufacturing 
and  non-manufacturing ISM readings increased substantially.  

Source: Bloomberg, Robeco

Source: US Bureau of Labor Statistics, Robeco

Economy

All market data to 31 March unless mentioned otherwise
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Eurozone recovery: economic sentiment is at a 13-month high    

Unemployment: little progress has been made 

The Eurozone is still in the midst of the third wave of the Covid-19 pandemic. 
Restrictions remain in place in most European countries and the risk is that these could 
get stricter. France has already introduced new lockdown measures. The pace of the 
vaccination roll-out remains disappointing. On top of the already known supply issues, 
hesitation to use the AstraZeneca vaccine is growing, due to possible side effects. 

While this will undoubtfully push forward the full reopening of the economy, this has so 
far not caused the recovery to stall. The economic sentiment indicator of the European 
Commission came in at 100.9, a 13-month high. Both purchasing manger indices 
continue to improve. The manufacturing PMI came in at a staggering 62.5 and non-
manufacturing was only slightly below 50. Economic surprise indices are also firmly 
positive, indicating that the numbers continue to come in above expectations. 

We think that current developments around the pandemic will only cause short-term 
headwinds that will only impact the pace of the recovery. The reason for this optimistic 
view is that there is still sufficient fiscal support and abundant monetary support in 
place. The ECB has been very clear that it will do everything it can to ensure that 
financial conditions remain accommodative. A positive side effect of this policy has been 
that it helped to weaken the euro over the past period. 

While we are positive on the outlook, the slack in the economy remains substantial. This 
is evident by the slow pace of decline in the unemployment rate.  

Economy

Source: Blomberg, Robeco

Source: Refinitiv, Robeco

All market data to 31 March unless mentioned otherwise
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Japanese Tankan: steadily improving conditions for firms

Inflation continues to improve  

> The Bank of Japan left its policy unchanged at its last meeting. The main focus of the 
market was on the findings of the policy review the BOJ conducted and less so on 
the policy decision itself. The outcome of the review was mainly in line with 
expectations. In short, the BOJ will continue with current policies with the intention 
of achieving a high-pressure economy that will ultimately lift inflation to 2%. 

> The following changes were announced: formalizing the range around the target 10-
year yield at 25 basis points; introducing a fixed rate purchase operation to prevent 
long-term yields rising to destabilizing levels; annual targets for purchasing ETFs and 
JREITS were scrapped, but the limits for both were maintained, indicating that 
purchases will be more flexible; and the introduction of a new lending scheme to 
basically protect the profitability of financial institutions if rates were to be cut. All in 
all, no major changes, but more of an attempt by the central bank to convince the 
market that it still has policy room to act forcefully if necessary. While they were 
tweaked slightly, on the whole the pillars of monetary policy remain quantitative 
easing, yield curve control and providing finance to the private sector. 

> The current condition Tankan survey for both large manufacturers and non-
manufacturers improved. The former turned positive for the first time in six 
quarters. There remains a big disparity between large and small enterprises. Smaller 
firms continue to struggle in the current environment, probably due to fact that they 
are more linked to the domestic economy.

> The inflation index excluding both energy and fresh food ςthe gauge preferred by 
the BOJ ςcame in at +0.3% year-on-year. This is still firmly below the target of 2.0%, 
but it is the second positive reading in a row. 

Economy

Source: Bloomberg, Robeco

>Source: Bloomberg, Robeco

All market data to 31 March unless mentioned otherwise






















