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KEYSTONE
POSITIVE
CHANGE
INVESTMENT
TRUST

A change of name.*”
A change of strategy

It’s all positive.

Baillie Gifford has been appointed by the board of Keystone Investment
Trust as the company’s new investment manager. The newly named
Keystone Positive Change Investment Trust sees the team behind the
award-winning Positive Change Fund take the Trust in a new exciting
direction. The result is a Trust that can invest in both public and private
companies that it believes can deliver on the strategy’s dual objectives:
to make a positive impact on the planet; and on investors’ returns.

Please remember that changing stock market conditions and currency
exchange rates will affect the value of the investment in the fund and any
Income from it. Investors may not get back the amount invested.

Find out more at keystonepositivechange.com
A Key Information Document is available. Call 0800 917 2112.

‘ BAILLIFEF GIFFORD Actual Investors

Your call may be recorded for training or monitoring purposes. Issued and approved by Balillie Gifford & Co Limited, whose registered address is at Calton
Square, 1 Greenside Row, Edinburgh, EH1 3AN, United Kingdom. Balillie Gifford & Co Limited is the authorised Alternative Investment Fund Manager and
Company Secretary of the Trust. Baillie Gifford & Co Limited is authorised and regulated by the Financial Conduct Authority (FCA). The investment trusts
managed by Balillie Gifford & Co Limited are listed UK companies and are not authorised and regulated by the Financial Conduct Authority.
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From the editor-in-chief...

[f history bothers
to remember
big-name fund
managers, two will
stand out from the
latest generation.
The first i1s Neil Woodford, who
will mostly be remembered for
losing an awful lot of people an
awful lot of money. Anyone who
invested in his Woodford Equity
Income fund at launch will

have lost just over 20% of their
money. Anyone unlucky enough

lie Gifford

to invest at its peak in 2017, when = [ W e R A TR T T
& | e B

the fund was managing more

than £10bn, will be down over
40%. Miserable.

The second 1s Baillie Gifford’s

James Anderson, who will mostly be
remembered for making an awful lot of
people an awful lot of money. In 2000,

he took over management of the Scottish
Mortgage investment trust. Since then it has
returned 1,530%. The MSCI World has
barely managed 270%. How? Anderson
bet big on a better future — buying stakes
in hugely innovative growth businesses,
often long before they went public (the first
was Alibaba in 2012) and doing so with
conviction. The trust’s top ten holdings
tend to make up around 50% of its total
assets. This worked — partly because he

is an exceptional stock picker and partly
because the low interest rate environment
of recent decades has proved a tailwind for
ogrowth stocks (if you can’t get much income
elsewhere, the opportunity cost of holding
shares in companies that use their cash to
orow rather than pay dividends is low),

“James A;derson has made an awful lot of

people an awful lot of money”

as has the pandemic. The result? We love
Anderson — Scottish Mortgage has been
the main driver of the outperformance of
MoneyWeek’s investment trust portfolio.
So does everybody else —he is “a true
visionary” says the head of fund research at
Interactive Investor.

[f you were feeling uncommonly kind,
you could say the difference between
Woodford and Anderson has been as
much a matter of style as anything else —
the former made his reputation as a value
investor, and value has long been nastily out
of fashion. Anyone who had money with
Woodford or who has followed his story is
unlikely to feel that kind (the downfall of
Woodford Investment Management was as
much about terrible governance and style
confusion as anything else). That said, style
does matter. And now might be a good
time to ask if Scottish Mortgage’s high-

conviction growth style is still
one we want to own. Inflation is
probably on the way. Bond yields
have been rising. The prices of the
kind of stocks Scottish Mortgage
likes are very high —and tech has
been struggling (see page 20).
At one point this year, Scottish
Mortgage was 28 % off its peak.
- So, with the news that Anderson
is soon to retire, do we keep it?
We do. Tom Slater — currently
Anderson’s co-manager — is very
good. Baillie Gifford has a strong
team offering support, and odds
are that whatever the wobbles,
the portfolio has enough
brilliance in it to outperform
long term. Analysts may not be
lining up to call whoever is in charge in 13
years a “true visionary”, but ’'m pretty sure
they won’t be suing either (there are various
Woodford-related court cases on the go)!
All that the retirement might prompt you to
do is to rebalance a bit. If you haven’t sold
any for a while it may now make up a large
part of your portfolio. That’s fantastic in
some ways (you made money!). It’s terrible
in others (if it goes wrong you’ll lose a lot of
money!). So do diversify. Your investments
are there to help you to improve your long-
term quality of life. If any one of them keeps
you up at night more than very occasionally,
something has gone wrong.

ML—S\M NA)

Merryn Somerset Webb
editor@moneyweek.com

The high price of power

Good week for:

Retired billionaire investor Bill Gross made around $10m for his charity
earlier this year, betting that shares in games retailer and “meme” stock
GameStop would fall, reports Bloomberg. Gross, who co-founded giant
asset manager Pimco, initially lost heavily as GameStop surged by more
than 1,700% in January, fuelled partly by users on social media site
Reddit. But his bet paid off when the price slid in early February.

Vinyl sales proved more profitable for British record labels than
YouTube last year, despite the platform’s popularity, says Matthew
Moore in The Times. Vinyl sales jumped by 30% to £86.5m in 2020,
earning labels more money than at any point since 1989, “a remarkable
achievement for aformat once tipped for obsolesce”. The re-release of
classics such as Fleetwood Mac’s Rumours, Amy Winehouse's Back to
Black and (What's the Story) Morning Glory? by Oasis boosted interest.

When Donald Trump stepped down as president
he was about $700m worse off than when he took
office, according to Bloomberg’s Billionaire Index,
reports Charlie Mitchell in The Times. While in
office, Trump transferred his “real estate and
branding empire” to his sons, Donald Jr and Eric,
and continued to put business their way by
regularly visiting his properties with his security
team. Even so, Trump'’s net worth fell from $3bn to
$2.3bn over histerm. About 75% of his income

Bad week for:

Reports of scams where fraudsters hack into social media accounts and
blackmail individuals and firms by threatening to expose personal material
almost doubled in the last year, reports the City of London Police’s National
Fraud Intelligence Bureau. More than £4m was lost by social media users,
with some individuals paying more than £2,000 to regain access.

‘ ) ; . | Kylie Jenner (pictured) came under fire this week after asking fans to help
COITDS LU COMITIDE GiE | PIUPSITY, WD IO v allios her former makeup artist pay for surgery, says Natasha Jokic on Buzzfeed.

have dropped as home working has surged, . oamuel Rauda’s family set up a donation page to cover costs after Rauda

_?_?szc;:?arlsyn;nof:teg I:/i{;r:tgﬂs"s a?SF;?{;];(I:I’%? where %was in a serious car accident. Jenner—net worth around $700m —donated

=$5,000 and shared a link to the fundraising website. Fans were quick to point

" 1 0 1 @
portiolio is now worth 26% less than in 2016. o out she could have easily paid for it all herself.

@Getty Images

Cover illustration: Howard McWilliam. Photos: ©Christie’s Images Ltd. 2021; iStockphotos
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President Biden’s mammoth $1.9trn relief
bill has left Europe’s own stimulus efforts
looking scrawny, says Johanna Treeck in
Politico. Figures from the Organisation for
Economic Co-operation and Development
show that US pandemic stimulus measures
amount to 13% of GDP, much higher than
the 7% spent in the eurozone.

That partly reflects America’s lack of a
social safety-net, which forced Washington
to step in with extra spending last year,
Nicolas Goetzmann of asset manager
Financiere de la Cité told Aziliz Le Corre
in Le Figaro. Nevertheless, there 1s now a
“chasm” between US fiscal largesse and
Europe’s more cautious approach.

The recovery gap

The result? The European Central Bank
projects that the euro area won’t regain its
pre-crisis GDP until the second quarter

of 2022, a year behind the US. Europe’s
policymakers are reluctant to part with
their “old economic totems” of budgetary
discipline above everything else.

The stockmarket doesn’t seem to mind,
says Anna Hirtenstein in The Wall Street
Journal. The Euro Stoxx 50 index 1s up by
7.5% for the year-to-date, compared with
the S&P 500’s 6.5% gain. Italy’s FTSE MIB
has returned more than 8%. The continent’s
bourses are profiting from the ongoing
“rotation” from growth to value stocks.

European markets are heavily weighted
towards value sectors such as financials,
industrial and energy companies, which
jointly comprise 38% of the pan-European
Euro Stoxx 600 index. The recent uptick
in yields (see below) has also boosted the
region’s unloved banks.

Markets are heading for an
inflation scare, says James
Mackintosh in The Wall Street
Journal. Until recently the
“dominant” assumption was
thatthe US was on track for a
short-term jump in inflation,
but that the US Federal
Reserve would step in with
interest rate hikes if things got
too heated. Yet a majority of
central-bank policymakers say
that they intend to keep
Interest rates pinned close to
zero until 2024, even as the US
economy beginsto boom. The
Fed just doesn’t care as much
about fighting inflation as it
used to. When markets wake

Stocks and bonds are headmﬁ fo

Alex Rankine
Markets editor

since the pandemic began.

Markets

Overlooked Europe I a solid bargaln

EGetty Images

Super Mario

Despite a “sometimes sclerotic image”,
Europe remains “a world leader” in sectors
such as luxury goods (Louis Vuitton,
Gucci), cars (Daimler) and “high-end
engineering’ (Siemens), notes Martin
Sandbu in the Financial Times. An

early push into green policies has helped
renewable-energy businesses steal a march
on the global competition.

Europe’s growing technology scene is
often overlooked, adds Stefan Wagstyl in
the same paper. While lacking household
names to rival Facebook or Apple, the
continent specialises in the “nuts and bolts”
of industrial and business-to-business tech:
Dutch firm ASML plays a vital role in global
chip production. Europe isn’t perfect, but
“it’s a lot better than many investors think”.
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appealing investment. It's

The news is also brightening on

the political front, says The Economuist.
Recent Dutch election results could make
one of the EU’s most frugal members

“a tad less parsimonious”. New Italian
prime minister Mario Draghi is rallying
support for much-needed reforms to Italy’s
complicated tax code.

Mebane Faber of Cambria Investment
Management notes that Italian shares
started 2021 on a cyclically adjusted price/
earnings (Cape) ratio of 19.8, a discount to
Japan. On 18.7, German stocks are 50%
cheaper than their US peers. Spain, on 13.6,
1s even cheaper than the FTSE 100. The lack
of any US-style speculative exuberance in
Europe, says The Economist, is a plus for
investors seeking less GameStop-style drama
and more “deep value”.

markets”, they had investors
and governments quaking in
their boots. In October 1987 a
sudden spike in long-dated
Treasury yields “collided with
a richly valued market”,
sending the Dow Jones
plunging 22% in a single day.

Fed chair Jerome Powell
continues to insist that only a
“disorderly” rise in Treasury
vields would spur the Fed
into action, says Cormac
Mullen on Bloomberg.

Bond traders see that as a
“green light to test his resolve”
and now talk of the ten-year
yield hitting 2%, which would
probably be enough to

up, expectyields on long-
dated Treasury bonds to spike.
Ten-year Treasury yields
recently broke through the
1.7% mark, their highest level

MONEYWEEK 26 March 2021

Still, that should be kept in
perspective: the ten-year yield
was trading above 3% as
recently as 2018. Higher bond
vields make stocks a less

enough to make you nostalgic
for the “bond vigilantes” of the
1980s, says Randall Forsyth in
Barron’s. Back in the days
when “this band ruled the

threaten stock prices. This
back and forth between the
Fed and the bond market has
the “ominous” feeling of a “car
crash in slow motion”.

moneyweek.com

©Getty Images
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Short of time and not sure where to invest, but want to Important information - the value of investments can go
secure your ISA allowance before the deadline on 5 April? down as well as up, so you may get back less than you
We make it easy for you. invest. Tax treatment depends on individual circumstances

and all tax rules may change in the future. This information
is not a personal recommendation for any particular
investment. If you are unsure about the suitability of an
investment, you should speak to an authorised financial
adviser.

You have the option of putting as much of your £20,000 ISA
allowance as you want in cash within our award-winning
Stocks and Shares ISA right now. You can then choose
investments when you're ready, with our range of online
investment selection tools to help you find what you're

looking for. Don't lose your allowance. Open your ISA today.
Visit fidelity.co.uk or call 0800 368 1721.

As an extra bonus, if you invest online in our ISA by 31 March
2021, you'll be entered into our prize draw. You could win
the total amount you invest - up to £20,000 - and also have
the chance to win additional prizes that month. T&Cs apply.

People & &

love us

Fidelity
ISAs | Pensions | Funds | Shares | Advice e INTERNATIONAL

Issued by Financial Administration Services Limited, authorised and regulated by the Financial Conduct Authority. Fidelity, Fidelity International, the Fidelity International logo and F symbol are trademarks of FIL Limited.
Trustpilot rating based on 1,594 reviews as at 10.02.21. UKM012021/33013/CS0O10284/0321 A



Oil off the boil as
virus lingers

Brent crude oil prices rocketed
by 85% between the end of
October and mid-March but
have since retreated. Trading
above $62 a barrel as of the
middle of this week, crude is
10% off its recent highs.

Brent crude had its worst
week since October last week,
tumbling by 7%, say Emily
Gosden and Tom Howard in
The Times. Renewed virus
restrictions in Europe are
weighing on the short-term
demand outlook. The fall
shows “how premature” bullish
talk of a return to $100 a barrel
has been, says Bjornar
Tonhaugen of Rystad Energy.
Oil prices are still being
“artificially” propped up by
“Opec’s reduced supply” deal.

The International Energy
Agency recently cut its global
crude-oil demand forecast for
this year by 2.5 million barrels
per day, reports Reuters. There
are growing signs of excess
supply in physical crude
markets, with Nigeria and
Angola cutting prices and
reporting unsold cargoes.

That's partly because they
have a new competitor: traders
say that Iranian oil exports to
China are on therise, in
defiance of US sanctions,
report Myles McCormick and
David Sheppard in the Financial
Times. The price pullback
shows that the recent rally had
become “overextended”. Still,
many analysts think that global
oil demand will still rebound
sharply overthe coming
months. Goldman Sachs
forecasts Brent crude prices of
$80 a barrel come the summer.

Markets

Turkey heads for next crisis

Which building boasts the

world’s “fastest revolving,
doors”? asks The Economist.
Turkey’s central bank is surely

a contender. Three governors
have been fired in less than two
years by capricious president
Recep Tayyip Erdogan.

Naci Agbal, the latest boss, was
removed at the weekend after
just four months in the job. That

sent the Turkish lira plunging by
15% against the dollar. Turkish
stocks tumbled by 9%.

Agbal’s sin was to have raised
interest rates, a big no-no with
Erdogan, who subscribes to
the eccentric view that higher
interest rates bring higher
inflation (all economists and
analysts believe the opposite).
Turkish inflation hit 15.6%
last month, prompting Agbal
to raise interest rates two
percentage points to 19%.

Turkey 1s not the only
emerging market under
pressure. Higher US Treasury
bond yields (see page 4) have
strengthened the dollar. That
has prompted central banks
from Brazil to Russia to hike
interest rates in order to defend
the value of their currencies.
New Turkish central bank
governor Sahap Kavcioglu, an
Erdogan ally, looks poised to
reverse Agbal’s interest-rate
hikes next month. That reduces
the lira’s appeal to investors,
prompting them to sell it.

This affair is a reminder
of the importance of
independent central banks,

@Getty Images

S—
Former central bank governor NacngbLﬂ

fired for being ec DHOHHC{IU"V literate ™%

says John Authers on
Bloomberg. There are many
leaders with odd economic
views, but most leave
monetary policy to the experts.
Autocractic Erdogan cannot
resist the urge to meddle.

A familiar script
The next steps are predictable,
says Phoenix Kalen of Societe
Generale. Kavcioglu will first
try to use the central bank’s
dwindling currency reserves
to defend the lira, “lose the
currency battle with markets,
and ultimately have to engage in
emergency” interest-rate hikes,
precisely what he wanted to
avoid in the first place. Capital
controls could also be in the
pipeline. Expect “a vintage
emerging markets crisis”.
Trouble in one emerging,
market can quickly spread to

others, notes Russ Mould of A]
Bell. When Malaysia imposed

"H-
|

capital controls in 1998, global
investors fled from other
emerging markets for fear of
similar measures. The turmoil
rippled worldwide, sending the
FTSE into a bear market.

Other big emerging markets
look better insulated this time,
says William Jackson of Capital
Economics. All appear to have
the currency reserves they need
to ward off a crisis, leaving
Turkey as a struggling outlier.
Foreign investors have also
learnt their lesson from the 2018
lira crisis: non-resident holdings
of Turkish assets have fallen by
half in dollar terms since then.
That reduces the odds that
trouble in Turkey will spread
beyond its borders. The latest
bout of erratic policymaking is
bad news for Turkey. A weaker
ira will bring higher inflation;
the banking sector looks to be
in trouble. But it should have a
“limited” impact further afield.

Viewpoint

“Insider trading is going on in plain sight
but... the company insiders involved are
commended... That’s because [it]
involves gifts of company shares to
charity. These are the findings of a new
study... analysing all [US] charitable gifts
of stock from companies’ largest
shareholders from 1986 to 2020,

they found that the average gift was
almost perfectly timed... [a] donated
stock’s price reaches its highest point,
compared with a broad market index...
on the date of the gift... The odds that
this result could be due to the insiders
simply being lucky are vanishingly
small... You might think that manipulative
giving by insiders is not that big a deal.
|But] some of these insiders appear to be
using privileged information to time
when their gifts occur, thereby
maximising their tax deductions... it
erodes trust in [the notion of markets
being] a level playing field.”

Mark Hulbert, MarketWatch

MONEYWEEK 26 March 2021
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B US stocks-to-gold ratio is due a fall

Gold prices are up by 12% since
the end of 2019, but that gain
has been eclipsed by the
“staggering rally” in US
equities, says goldmoney.com.
The S&P 500 has soared by 75%
over the past year. That has
brought a spike in the “equities-
to-gold price ratio” (higher
means equities are more
expensive relative to gold). The
US stockmarket is “clearly in a
bubble”. Ifthe economy really
does boom as markets are
currently predicting then
inflation is likely to follow,
which would help gold.
Alternatively, if stocks crash
then the equity/gold ratio will
come back down. In that
scenario the Fed may well be
inclined to intervene with more
monetary support, which would
also boost the yellow metal.

moneyweek.com



- ' oo -
r

.'ﬂ " _'.l - ". I--
‘ -. - pbd e :—_:.. e Lo
; , ¢ anEie
f I L ’ 3 el ?ﬂ:i h ..._.“‘-;:-I |1:* [ _-; J -I - .
’ [ f E . .':“*-"7:'3.- &:JJ'.'J. _rLl-l. e | 3
F A ] =t - _:‘_‘]I;_-r,_. pitl
3 f .ﬂ" - [ i : L 1.'1..' t -"‘1-'-1-:'- _,‘_I' . -._.r ,
# E P F 'l"‘].‘_‘.;__lr-‘-f -

o .I-
&

- i Wy
vt AN 1 Ve o Ny Tl
i . & ey i f
S "“,..1_"-1'- W T
w '_t.- r f.- L "-_' by W

¥ d “K
Far=m 4 .
s ™ i E
! il"l‘. J- £ "

¥
L

o . B 4
AT g e et F %
b i ot - '
[ ! .l. w i Iﬁ;{lﬁ - i ‘:‘..Ii L_' -. T .,l‘
4 W -:11‘4‘1?'] ."‘ | i

4 - ¥ = k1
1. .'L:‘ I'.I‘:'.I';J‘;-‘l"
.. ..'_ k 1‘1.‘_'!_ Ya 3

F THE
ENVIRONMENT
CHANGES,

SO CAN WE

THE VALUE OF ACTIVE MINDS

Seismic changes in global markets may begin slowly but they often gather pace rapidly. It’s
why we believe in diversity of thought and give our people the freedom and flexibility they
need to make informed judgments, navigate threats and seize opportunities as they arise.

We call this human advantage ‘the value of active minds’.
As with all investing, your capital is at risk.

jupiteram.com

This advert is for informational purposes only and is not investment advice. We recommend you discuss any investment decisions with a financial adviser, particularly if you
are unsure whether an investment is suitable. Jupiter Asset Management Limited, registered address: The Zig Zag Building, 70 Victoria Street, London, SWIE 65Q is authorised and

regulated by the Financial Conduct Authority. JAMO001831-001-0321
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MoneyWeek's comprehensive guide to this week's share tips

Three to buy
Team17 olobal infrastructure businesses  Burberry
Investors’ Chronicle e Thé .~ S such as BBGI. It specialises in Shares

Video-game developer Team17
benefited from the “twin
effects” of lockdown and
major console launches in
2020. Profits surged by over a
third to £30m. The company’s
own game launches generated
around a fifth of its sales, while
it also bodes well that the
group has now completed the
£12m acquisition of one of its
partners. With at least 11 new
titles in the pipeline for this year,
Team17 should be able to build

on last year’s growth. 755p

Three to sell

'i-]ur'u N Iahc*": , ﬂ"‘x_'.'

BBGI

The Mail on Sunday

The prime minister’s pledge to
spend £100bn on infrastructure
in the next five years, along,
with similar initiatives
worldwide, bodes well for

“essential assets” such as roads,
hospitals and fire stations.

The average contract is over

20 years long, guaranteeing
long-term earnings. But the
oroup is highly selective, only
pursuing projects that conform
to strict financial, operational
and environmental criteria.
The company has delivered
consistent dividend and share-
price growth since it floated

in 2011. The stock is ideal for
investors after “low-risk shares
in an uncertain world”. 166p

Luxury-goods group Burberry
has announced that trading in
the fourth quarter of the year
to 27 March has exceeded
expectations. The gradual
reopening of the economy will
boost fourth-quarter retail
sales by around 30% year-on-
year — impressive considering,
“free-spending Asian customers
visiting other countries”, one
of its key demographics, have
yet to come back due to travel
restrictions. The recovery has

further to go. 2,129p

Rolls-Royce

Investors’ Chronicle

Last year was “dire” for Rolls-
Royce. The aircraft-engine
maker plunged to a £4bn pre-
tax loss from a £583m profit the
year before. Engine deliveries
halved in 2020 as Boeing and
Airbus cut production and are
expected to remain low for the
next few years. The group’s
£1.4bn of net cash disappeared
in 2020 and net debt will hit
£4bn this year. Restructuring
the aerospace business will be
too little too late to compensate
for a long downturn. 114p

...and the rest

BH Global

The Daily Telegraph

Brevan Howard, which
manages BH Global, gave the
latter’s board an “extraordinary
ultimatum” in February,
threatening to quit unless fees
were doubled. With no sign of
Brevan backing down,

BH Global has offered investors

an exit at 98% of net asset
value (NAV) should the firm

agree to the manager’s demands.

Investors should take the board
up on that offer and sell the
shares. “Investors are already
paying enough for Brevan

Howard’s management.”

1,900p

IBM

Forbes

IBM’s stock has dropped by

a fifth in ten years compared
with a 450% rise in the Nasdaq
index. Sales have declined by
3% a year. IBM is “on the
wrong side of the future of
business strategy”, attempting
to sell each customer “a
combination of hardware,
software, consulting and the
ability to finance it all”. But
clients’ needs have moved past

that as technologies such as
cloud storage are introduced.
Until IBM comes up with
products customers value more
highly than those of faster-
moving start-ups, it will not be a
good investment. $129

The Times

GlaxoSmithKline is splitting
its consumer brands from its
pharmaceuticals. That should
allow the drugs division to
concentrate on research and
development. But the company
will have to “prove its pipeline
can sustain a chunky dividend
once it can no longer rely on

toothpaste sales”. Hold (1, 298).

Investors’ Chronicle

[T services provider
Computacenter’s results were
“surprisingly robust” given
falling demand from industrial
customers: public-sector clients
picked up the slack. The need
to solve issues remotely meant it
saved on billable hours for travel
and employed fewer people.
Overall, management reckons
the pandemic had a net positive
impact on profits of £30m.

Buy (2,348p). Engineering and
services company Wood Group
has recorded its biggest pre-tax
loss in a decade. Most of the

A German view

Germany'’s Jenoptik is one of the companies that facilitated
Nasa’s mission to Mars, notes WirtschaftsWoche. It is a specialist
in photonics, the science of generating light, and it helped
assemble the lenses in the cameras used by the rover. Clients
using Jenoptik’s optical technologies include semiconductor
makers (ultraviolet light is required to make some components)
and car makers, who need its laser systems. The public sector,
meanwhile, has benefited from products that help monitor traffic.
All this explains the company’s resilience last year and bodes well
for the future. A recent acquisition, meanwhile, has bolstered the

company'’s presence in Asia.

MONEYWEEK
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eroup’s business relies on the
“struggling” energy sector. It 1s
also grappling with corruption
investigations linked to a 2017
acquisition. Sell (301p).

The Mail on Sunday
Mobile payments platform

Boku allows users to buy music,

games and films. Customers
include Spotify, Netflix, and
Apple. Since the pandemic

began it has won new contracts.

Last year saw $6.9bn of
payments go through its system
and growth is forecast for this
year and beyond. Buy (174p).

Shares

IP Group, an intellectual-
property specialist that invests
in high-growth businesses,

has just produced an annual
profit and unveiled a “maiden
dividend”. Net assets grew by
16% to £1.3bn in 2020. Buy
(123p). Shares in Secure Income
Reit are on a “sizeable discount”
to net asset value (NAV) of 11%
owing to its large holdings in
the hotel and leisure sectors. But
these are primed to benefit from
the economy’s reopening, and
the group should deliver then.

Buy (35p).

The boom in retail investing has prompted Interactive Investor
(I1), the UK’s second-largest fund supermarket, to consider an
initial public offering (IPO) in London later this year, say

Daniel Thomas and Madison Darbyshire in the Financial Times.
The surge in trading activity among younger retail investors
following the GameStop frenzy has fuelled growth, with over
£200bn now under management by retail brokerages. ||
accounts for around a fifth of the UK market, but it is the only big
competitor not listed. Hargreaves Lansdown, its larger rival, is
worth £7.4bn. The company has grown from £3.5bn in assets
under managementin 2016 to £50bn this month.

moneyweek.com
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f Invest/today,to make the most of special
times to come. Start with an ISA because
you won't pay tax on any money it makes.

Remember, the value of investments can fall.
You may get back less than you invest. Tax
rules can change, and individual effects vary.
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Shares

SoftBank’s latest stumble

The Greensill imbroglio has derailed a rebound at the Japanese
conglomerate and technology investor. Matthew Partridge reports

City talk

@® Elon Musk (pictured) has
crowned himself “technoking
of Tesla”, says Lex in the
Financial Times. He seems to
be amusing himself, but the
joke might ultimately be on
Investors. A boss emboldened
to embrace a “daft job
description” may make
“Increasingly risky bets” such
as Tesla’s decision to invest
$1.5bn in the “notoriously
volatile cryptocurrency
bitcoin”. Musk may feel that
the stock’s 660% surge last
year has earned him the right
to a “jokey name”, but he
should remember that AOL's
shares fell 30% shortly after it
appointed David Shing as a
“digital prophet™ in 2011.

® Saudi Aramco, valued at
$1.9trn, may sell “another
chunk of shares” to “bolster”
the country’s sovereign
wealth fund, says George Hay
on Breakingviews. The state-
owned Saudi Arabian oil giant
boasts the sector’s “lowest
production costs... and more
room to grab market share if
Western majors retreat”. But
Itis an “environmental, social
and governance minefield”
and its main shareholder has
a “poor human rights record”.
Consider Total, which hasn’t
cut its dividend and yields
6%, instead.

@® Selling “unloved
nationalised businesses”
back to the private sector is
“anything but easy”, says
Patrick Hosking in the Times.
The sale of Royal Bank of
Scotland, now NatWest,

Is going more slowly than
expected. Thirteen years
after nationalising it the state
still owns a 60% stake.
What's more, each of the
three share sales has been
“at a lower price thanthe
previous one” and the current
price is below the price

“at which the Treasury
bought into RBS in 2008".
Both NatWest and UK
Government Investments will
have to “step on the throttle”
If the state is to keep to its
schedule and get rid of all its
shares by March 2026.

MONEYWEEK
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¢ certainly embarrassing,
- SoftBank’s pain may be
3 cushioned by a “big payday™

SoftBank Group is likely to sustain a “damaging
loss” from the collapse of Greensill Capital, which
provided supply-chain financing and related
services, say Nabila Ahmed and Harry Brumpton
on Bloomberg. The technology conglomerate and
investor not only put $1.5bn into the doomed
company, but also invested “hundreds of millions
of dollars” into funds Greensill ran with Credit
Suisse. However, while founder Lex Greensill
claimed that his company was valued at “roughly
$7bn” as late as October, Greensill declared
bankruptcy earlier this month, which means that
SoftBank’s stake is now “worthless”.

The Greensill stumble is not only a “setback”
for SoftBank and its founder and CEO
Masayoshi Son, says The Wall Street Journal,
but it also spoils what, until now, has been
a “dramatic comeback” over the past year, .
SoftBank’s shares “plunged” during the first
part of the pandemic and its “big bets”
on ride hailing and hotels
“floundered as the economy
froze”. However, it managed to
raise cash through a “massive
series of asset sales”, while some
of its other tech bets “flourished”
as economies started to reopen.
SoftBank’s Vision Fund recorded a
$13bn gain on its investments in
the last three months of 2020,
its best quarterly
showing
since 1ts
Inception
in 2017.
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A big payday
While the
collapse of
Greensill is

Takeaway-delivery platform
Deliveroo is setto be “the
biggest London stockmarket
debut since Glencore almosta
decade ago”, say Mark Sweney
and Sarah Butler in The
Guardian. It has priced its initial
public offering (IPO) “at
between £3.90 and £4.60 a
share”. This would value the

'\._""'"l-.-..-u.t

Founder W/:H Shu pl.fms to :ell
£28m of shares after the listing

company at up to £8.8bn, about
f1bn more than initially
expected. Atthe top end of the
proposed price range,
Deliveroo would be worth more
than Premier Inn and Beefeater
owner Whitbread (£6.6bn)

and luxury goods group
Burberry (£8.2bn).

Deliveroo’s “lofty target”
iIsn‘t bad for a company valued
at only £5bn as recently as
January, says Ben Marlow in
The Daily Telegraph. Butis a
firm that has “wolfed down
£1.3bn of private capital since
2013” without any sign of
turning a profit—not even
during the lockdown takeaway
boom —worth investing in? In a
few weeks’ time when pubs
and restaurants are full and

from one of its other investments, says

Eric Savitz in Barron's. With China’s economy
bouncing back, ride-sharing company

Didi Chuxing is reportedly accelerating its
plans for an initial public offering (IPO) as
soon as the second quarter of 2021, targeting a
valuation “of more than $62bn. If it manages
to achieve this amount, SoftBank’s 20% stake
in Didi Chuxing would then be “worth about
$12bn”. Meanwhile, real-estate firm Compass,
another SoftBank investment, has already filed
for a flotation.

And it looks as though SoftBank may even
be able to salvage something from its notorious
investment in WeWork, says Callum Jones
in The Times. The property-rental company
specialising in shared workplaces was valued
at $47bn at one stage. However, a planned
[PO had to be scrapped in November 2019
after investors got cold feet, with the result that
instead of collecting a payoff, SoftBank was
forced to step in and bail out WeWork with
additional funds. The latest plans would see

WeWork finally list through a merger with a

“special purpose acquisition company [SPAC]”,

“ valuing it at $9bn.

Both WeWork and SoftBank may hope the deal

will allow them to draw a line under the “lavish
spending, record of losses and the erratic
behaviour” of co-founder Adam

A Neumann, who was ousted when the
original IPO fell through, says the

"\ Financial Times. But there is “no

. guarantee” that this new deal will
& g0 ahead. And if WeWork, which
\ lost $3.2bn last year, is to turn

a profit, it will need to boost
occupancy from 47% to 90% by

the end of 2022, “well above” its
pre-pandemic level.

Softbank’s CEO Masayoshi

Son faces another setback

Deliveroo IPO could cause indigestion

takeaway orders are falling,
the shares “might not seem
SO appetising”.

Still, while prospective
Investors may get indigestion,
those who previously invested
inthe company will do well,
says Alistair Osbornein The
Times. Ofthe £1.6bn the
company will raise from the
flotation, only £1bn will go to
the firm itself.

Founder Will Shu will keep
most of his shares, butis
planning to “wolf down £28m
straight away” with a sale,
while hanging on to his class-B
shares will give him 58%
of the voting rights, thus
“bullet-proofing Deliveroo
from takeover and [himself]
from the sack”.

moneyweek.com
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Britons had “high hopes of unfurling their
beach towels” in Europe this summer, says
the Lex column in the Financial Times.
But Europe, which accounted for 78 % of
trips in 2019, 1s “not playing ball amid a
fresh surge of Covid-19 cases” and low
vaccination rates. While the UK has now

vaccinated over half of the adult population,

the EU rate is just 12%. There are supply
issues, too, with the “UK and EU at odds
over vaccine exports” (see page 18) —a spat
not helped by Boris Johnson’s “jocular”
but ill-advised remark that “greed” and
“capitalism” had enabled Britain to secure
vaccine supplies ahead of other countries,
adds Henry Zeffman in The Times.
Speaking at a Downing Street conference
to mark the anniversary of lockdown,
Johnson said that we were on the path to
“freedom”, “cautiously but irreversibly...
jab by jab” and that there was “no reason
to deviate” from his roadmap. At the
same time, both he and Chris Whitty have
said that the easing of restrictions will be
accompanied by another surge of cases and
Whitty added that there would inevitably
be other problems, not least with variants
and “stockouts of vaccines”. Whitty and
his deputy, Jonathan Van-Tam, have also
been pushing for tougher border controls to
stop variants coming into the UK, says The
Daily Telegraph’s Lizzie Frainier, expressing
particular concern about France, which,
along with Germany, is suffering a surge in
cases. At present, 68 % of people travelling

from France aren’t required to quarantine.

Vaccines have not ended the fear

The “red-letter” dates are 12 April, when
we may be allowed to take a UK break,
and 17 May, when foreign holidays

may be allowed. Several countries,
including Turkey, Greece and Spain, have
already “declared that they want British

Politics & economics

Flames lick at the roadmap

The vulnerable are vaccinated, the NHS 1s underwhelmed. Freedom s still out of reach. Emily Hohler reports

©Getty Images

holidaymakers”, says Jim Pickard in the
FT; Turkey is even talking of not requiring
evidence of vaccination or a PCR test, notes
Simon Calder in The Independent. The
bigger issue 1s whether our government
will release us, says Kate Andrews in The
Spectator. Despite the vaccine rollout and
positive data (infection and intensive-care
admissions are down 95% from their
peak; excess deaths are below zero), the
government “has decided to crack down
harder on travel than ever before”. The
“latest iteration” of the Coronavirus Act,
which MPs vote on this Thursday, could
make international travel “under most
circumstances” illegal until 30 June. “From
Monday, just showing up at an airport can
land you with a £5,000 fine.” This isn’t just
about holidays; one in four children have a
foreign-born mother and can’t see relatives.
The whole point of the vaccine programme
was to avoid “living in fear”; instead we are
in danger of “laying the foundations of a
modern security state”.

7/

- 1 8 Jobnson’s jocular comments were ill-advised
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A damaging culture of caution
Worryingly, in Europe, “curfews are being
reimposed, stay-at-home orders reissued
and economies shutting down once more”,
says Philip Johnston in The Daily Telegraph.
Have prosperous Westerners become “so
cushioned from adversity that we have
forgotten how to deal with it”, or are
lockdowns continuing unopposed because,
although they carry “colossal costs” to

the country’s finances and our health,

they haven’t led to “dreadful privation™ as
they would in the past? During the year to
March, 20% of the 640,000 deaths were
attributed to Covid-19. “Had there not been
a pandemic many would still be alive today
though it is impossible to say who because,
oiven the average of 82, they might

have died of something else.” Doubtless
Johnson, like the rest of us, wants this to
be over soon, “but caution in the face of
increased risk is now so embedded in the
political and popular culture that it will be
hard to abandon”.
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Sturgeon: ber cause is damaged
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The political survival of
Scotland’s pro-independence
first minister, Nicola Sturgeon,
“could yet have long-term
implications for the future of the
UK", says the Financial Times.
This week, after an independent
investigation cleared her of any
breach of the Scottish
ministerial code in her handling
of sexual assault charges
against her predecessor,
Alex Salmond, “her job is safe”
and the Scottish National Party
(SNP) is “no longer in danger of
a spectacular implosion”
before the Holyrood election in
six weeks’ time. Nevertheless,
the “party and its central
cause” have been “dented”.
Sturgeon and her
government have been

“severely criticised” for their
handling of the complaints
against Salmond - which have
cost taxpayers a lot of money -
and for a flawed harassment
policy. “The case for Scottish
independence has long rested
on the claim that Scotland
could run its affairs better.”
Sturgeon’s victory has “come
at a price”, says Kenny
Farquharson in The Times. The
SNP is “divided and mutinous”
—an angry Salmond is unlikely
to letup —and opinion polls
show that public support for
the SNP, independence and
Sturgeon is slipping.

Even if the SNP falls short of
a majority, with the Greens the
pro-independence lobby is
likely to have the numbers to

No. 10 prepares for battle over Scotland

demand a second referendum,
says Katy Balls in The Guardian.
Work is already under way in
Westminster on “how to
counter the threat”. This time,
Vote Leave’s “scorched-earth
approach” to the Scottish
governmentis setto be
replaced with “love-bombing”.
The governmentis likely to
point to the bad timing, amid a
pandemic, rather than ruling a
referendum out. Thereis also a
“new appetite to engage with
the questions that
independence raises” (eg, the
currency) and work is being
done on finding ways to
“strengthen emotional
attachments” to the UK.
Whatever the election brings,

“No. 10is getting battle ready”.

moneyweek.com



- Positively

Investment and impact go hand
in hand for the Keystone Positive
Change Trust. New to Baillie
Gifford, the trust broadens its
investment mandate under the
watchful eyes of investment
managers, Kate Fox and Lee Qian.

The value of your investment and any income
from it is not guaranteed and may go down as
well as up and as a result your capital may be
at risk.

n February 2021, Baillie Gifford
officially took over as the investment
manager for what was the Keystone
Investment Trust plc. In doing so, the
trust expanded its UK equity mandate
to a global remit and applied a dual
investment objective. Renamed the Keystone
Positive Change Investment Trust, the trust
has two equally important objectives: to
generate attractive investment returns over
the long run and to contribute towards a
more sustainable and inclusive world.

[ts managers, Kate Fox and Lee Qian, have
been running the Baillie Gitford Positive Change
Fund for the past four years. However, the
investment trust has the added advantages of
being able to borrow money to invest (gearing)
and invest in smaller cap and private companies.
These capabilities fit well with the trust’s
investment philosophy that capital thoughttully
and responsibly deployed can be a powertul
mechanism for change, and the managers
anticipate many exciting opportunities to do so.
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Making a difference

Both Fox and Qian strongly believe that
inclusive capitalism is part of the solution to
addressing the numerous environmental and
social challenges that our world is facing. Rather
than simply excluding companies that cause
harm from the portfolio, they are proactively
seeking exceptional companies whose core
business activities address global challenges and
have the potential to significantly improve lives.
These companies should enjoy rising demand
for their products and services. However, only a
select few — between 30 and 60 companies -
that can demonstrate the potential to double
over the next five years, with significant growth
opportunities thereafter, will be considered

for the trust.

With so many ways in which businesses can
support the transition to a more sustainable
world, four impact themes will measure the
trust’s impact. Latin America’s largest
ecommerce platform, Mercadolibre, is also a
leader in the region’s financial technology
industry and sits in our ‘social inclusion and
education’ theme. By making it easier and
cheaper for businesses to trade, its services
help to reduce some of the barriers to socio-
economic development in Latin America.
Coming under the ‘environment and resource
needs’ theme, Deere uses innovative precision
agriculture technology to help farmers lessen
their environmental impact, while still
increasing the amount of food they produce for
the world’s population. Within the ‘healthcare
and quality of life’ theme, Dexcom’s innovative
continuous glucose monitoring systems enable
over 650,000 diabetics to manage their
condition more effectively. The ‘base of the

ADVERTISEMENT FEATURE

pyramid theme’ refers to people on the bottom
orowth rung of the global wealth ladder.
Within this category, Safaricom’s M-Pesa
mobile money system has over 22 million
monthly users and is driving financial
inclusion in Kenya.

The search for growth

The Positive Change Team has an integrated
approach to considering the investment and
impact potential of every company, with both
investment managers and impact analysts
carrying out the proprietary research. They are
supported in this endeavour by over 100
investors and a well-resourced Governance and
Sustainability Team from across the wider firm.

As an independent investment partnership,
Baillie Gifford can afford to be resolutely long
term in its investment horizon: five to 10 years.
This is particularly relevant for Positive Change,
where the scale and complexity of the societal
and environmental challenges being addressed
demands patient and engaged investors.

Positive Change is unlike its benchmark
and, as a result, those who invest in it can
expect this to drive significantly different
performance. The portfolio is truly active: the
aim is to hold a small number of exceptional
businesses in meaningtul sizes that reflect the
team’s convictions.

The trust is focused on growth and on
finding exceptional, high-quality businesses.
These will be run by committed management
teams whose visions extend to years, not
quarters, and where there appears to be a
strong competitive advantage over the long
term. Where purpose complements profit.

Companies can play a significant role in
providing innovative solutions to support our
evolving world. Baillie Gitford’s depth of
research, it’s long-term horizon and focus on
identifying companies with substantial growth
potential means that investors can have a
positive impact with their capital as well as
generating attractive returns.

Keystone Positive Change Investment Trust
has embraced a radical change of direction.
Perhaps, the world also requires a radical
change of direction to secure a safe and healthy
future for all?

Brought to you by BAILLIE GIFFORD

Important information - The trust invests in overseas securities. Changes in the rates of exchange may also cause the value of your investment (and any
income it may pay) to go down or up. The trust can borrow money to make further investments (sometimes known as ‘gearing’ or ‘leverage’). The risk is
that when this money is repaid by the trust, the value of the investments may not be enough to cover the borrowing and interest costs, and the trust will
make a loss. If the trust’s investments fall in value, any invested borrowings will increase the amount of this loss. Investment in smaller companies is
generally considered higher risk as changes in their share prices may be greater and the shares may be harder to sell. Smaller companies may do less well in
periods of unfavourable economic conditions. The trust’s risk could be increased by its investment in private companies. These assets may be more difficult
to sell, so changes in their prices may be greater. The trust’s risk is increased as it holds fewer investments than a typical investment trust and the effect of
this, together with its long-term approach to investment, could result in large movements in the share price.

This article does not constitute, and is not subject to the protections afforded to, independent research. Baillie Gifford and its statff may have dealt in the
investments concerned. The views expressed are not statements of fact and should not be considered as advice or a recommendation to buy, sell or hold a

particular investment.

Baillie Gifford & Co and Baillie Gifford & Co Limited is authorised and regulated by the Financial Conduct Authority (FCA). The investments trusts
managed by Baillie Gifford & Co Limited are listed UK companies and are not authorised and regulated by the Financial Conduct Authority.

A Key Information Document is available at bailliegifford.com
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US-China relations remain chilly

Talks between the two powers have been tense. Matthew Partridge reports

Tensions between
Washington and Beijing
“remain high” as the
Biden administration’s
first face-to-face
encounter with Chinese
officials last week turned
into a “very undiplomatic
war of words”, say

Nick Allen and Sophia
Yan in The Daily
Telegraph. During nearly
an hour of “heated
exchanges” in front of
TV cameras, Antony
Blinken, the US secretary
of state, said that
America would “push
back” against China’s

“Increasing authoritarianism and assertiveness

S
e
| Blink

en: US will “push back” against China

abroad”. China’s top diplomat Yang Jiechi

responded by accusing the US of “condescension”,
of “inciting some countries to attack China” and

“hypocrisy” over human rights.

More than just rhetoric

Much of the “blustery rhetoric” would have been
familiar to anyone who reads the press in either
country, says The Economist. And it’s possible

the “blow-up” was more “a display for domestic
audiences”, with “more constructive diplomacy”
taking place in private. However, the “highly
unusual” direct public confrontation suggests

that an “antagonistic relationship” between the
two power 1s likely to continue, with “no thaw”

in US-China relations following the “deep freeze”
they were in under Donald Trump. With both sides
placing the blame solely on the other’s actions, the
world’s “most important bilateral relationship” will
continue to be one of the “most contentious”.

Standing tough
There’s no risk of Biden backing down, says The

Biden administration
deserves credit for its
strong rhetoric, but it
will need to maintain
this stance, as China
will be alert to any sign
of weakness. Indeed,
Beljing 1s counting

on Biden returning

to Obama’s policy of
“accommodation”

in relation to China’s
“global advances”

and of turning a blind
eye to its “cyber and
intellectual property
theft”, its aggression
towards Taiwan, and its
repression in Hong Kong

and against the Uighurs in Xinjiang.

Washington Post. His “tough opening moves”
contrast with Trump’s “confused and often
contradictory treatment of China”. Indeed, the

US government has already sanctioned two-dozen
officials involved in the Hong Kong repression.
It’s also working with Britain, Canada, Australia
and New Zealand on adopting new sanctions, in
parallel with the EU, against those involved in the
“genocidal campaign” against Xinjiang’s Uighurs.
Still, convincing Europe to stick with the US
may be difficult, say Demetri Sevastopulo and
Michael Peel in the Financial Times, as Brussels
Is trying to “avoid being perceived as part of a
global anti-China alliance”. Many in Brussels are
“worried” about being seen to be too close to the
US, especially after China retaliated against the
Xinjiang measures by “imposing its own sanctions

The tensions between the two sides are real, says
The Wall Street Journal: sources have indicated
that the “private exchanges from the Chinese
side were as tough as the public remarks”. The

on EU institutions, lawmakers [and]| think-tanks”.
In the Trump era, the EU pushed for a joint effort to
take on China. Will it now be ready to “take yes for
an answer’ ?

A “profound failure” for Israel’s PM

Netanyahu: back where be started

With most votes now counted in
the latest Israeli election, the
fourth in two years, it looks (at
the time of writing) as though
Israel is heading for another
“protracted period of deal-
making” before a new
government is formed, say
Felicia Schwartz and Dov Lieber
in The Wall Street Journal.

The bloc led by the current prime

MONEYWEEK 26 March 2021

minister, Benjamin Netanyahu,
has a “slight edge” and
projections as MoneyWeek went
to press indicated there would
be no clear winner. Netanyahu
seemed likely to get around 53
seats in the 120-seat Parliament,
leaving him “scrambling for
support” from smaller parties.
The situation is complicated
by the fact that the two parties
expected to hold the balance of
power represent opposite
political and demographic
constituencies, say
Oliver Holmes and Quique
Kierszenbaum in The Guardian.
Netanyahu will have to “perform
political acrobatics” to bring
together hardliners on the right,
some of whom have called for
Arabs to be expelled from Israel,

with Ra'am, a small Islamist
party that supports atwo-state
solution. Opposition leader Yair
Lapid will probably have to forge
even more “tricky alliances” if
he wants to challenge Likud,
Netanyahu's party.

The numbers are
“astonishingly close” and the
result remains in the balance,
says Haviv Rettig Gurin The
Times of Israel. But given that
Israel’s economy has just
reopened thanks to a “world-
leading vaccination drive” and
Netanyahu has negotiated four
“dramatic normalisation”
agreements with“previously
hostile” Arab states, the fact that
he has effectively “ended up
right where he started”
represents a “profound failure”.

Betting on

politics

One of Europe’s biggest
political survivorsis
Angela Merkel (pictured),
who has been Germany's
chancellor since 2005.
Until the start of this
year, her initially strong
handling of the Covid-19
epidemic won her
plaudits and seemed to
have secured her legacy.
Now, with Germany's
vaccination strategy in
tatters, she has gone
from hero to pariah. This
has had a knock-on effect
on the polling figures of
her Christian Democratic
(CDU) party, as shown by
its poor performance in
recentregional elections.
Still, punters remain
confident thatthe CDU
will remain in a strong
position after the
September elections,
although not quite as
confident as they once
were. Indeed, with £5,139
matched on Betfair, the
CDU and the CSU, its
Bavarian sister party, are
favourites to win the
greatest number of seats

at 1.08 (92.5%), with the
Greens in second place
at six. Those on Betfair
also think the next
chancellor will come
from the ranks of the
CDU/CSU at odds of 1.21
(83%), with the FDP in
second place at six.

The odds on the
CDU/CSU getting most
seats are too short for us
to recommend, at least
for now. However, |
would definitely
recommend that you bet
on the next chancellor
coming from the CDU/
CSU. While Germany,
like most of Europe, has
messed up the vaccine
rollout, most Germans
should still have
received the jab before
the end of the summer,
which should lead to a
recovery in the CDU'’s
numbers. Even if the
figures stay the same
they should be able to
scrape enough seats to
head any coalition.

moneyweek.com
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Washington DC

More spending in the pipeline: President Biden’s administration

is “crafting a plan” for another economic stimulus package
“that could cost as much as $3trn”, say Ken Thomas and

Andrew Duehren in The Wall Street Journal. The extra spending

would focus on infrastructure projects and environmental

initiatives as well as education. The package would also extend
the newly expanded child tax-credit scheme set to expire at the

end of the year. However, the package could “face a difficult

through the narrowly divided Congress, and Democrats aren’t all
in agreement on how [to proceed] with their spending... proposals”.
Federal Reserve chairman Jerome Powell insisted on Tuesday that
“the effect on inflation” from the current $1.9trn stimulus package
“will be neither particularly large nor persistent”. Meanwhile, sales
of new homes fell by 18.2% in February to an annualised rate of

775,000 from 948,000 in January. That is a nine-month low and

the sharpest decline since July 2013, notes Olivia Rockeman
Bloomberg. High prices and severe winter weather were the
chief culprits.

Frankfurt

BaFin’s new boss: Mark Branson
(pictured), head of Swiss finance
watchdog Finma, has been e
appointed president of BaFin as the

German financial regulator “looks to rebuild

its reputation” after the “worst accounting

fraud” since 1945, say Olaf Storbeck and

Guy Chazan in The Financial Times. It failed
to spot wrongdoing at digital-payments group
Wirecard, which collapsed last year after revealing
that €1.9bn was “missing” from its accounts. BaFin

targeted journalists and short-sellers rather than the “perpetrators”

News

London

Businesses gain confidence: Tuesday marked a year since the start

of the first lockdown. “The cumulative number of deaths from
coronavirus was 938 [then],” says Patrick Kidd in The Times.

“It is now more than 126,000.” Over 28 million people, half

the adult population, have since received at least a first dose of a

path
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on
be brewing.” (See also

page 4.)

of the fraud. Branson has a “solid history” of crisis management, says

Liam Proud on Breakingviews. Nevertheless, fixing BaFin will be an

“uphill struggle”. Finance minister Olaf Scholz’s proposed reforms don’t

deal with BaFin’s structure and remit. In other countries, responsibility is

split between a markets regulator and a central bank that supervises lenders, but

in Germany BaFin oversees the lot. And British-born Branson is an “outsider”. Still,
appointing an “international heavy hitter” shows that Scholz sees “the need for change”.

Brasilia

Brazil forced to raise interest rates: Brazil’s central bank raised its key interest rate to
2.75% from a record low of 2%, becoming the first big economy to hike rates in 2021, say
Jetfrey Lewis and Ryan Dube in The Wall Street Journal. Latin America’s biggest economy

shrank by 4.1% in 2020, “a far smaller downturn” than the

after President Jair Bolsonaro (pictured) deployed “one of the developing
world’s biggest stimulus packages”. But Brazil’s currency has slumped.
The US’s strong recovery is sending long-term bond yields up, which is
luring investors away from traditionally risky assets such as emerging
markets and towards the dollar. As capital flows out of Brazil, the
economic recovery will slow. The falling currency, moreover, is stoking
inflation. Rising oil prices have already increased Brazil’s fuel costs:
annual inflation reached 5.2% in February. Other developing countries,
notably Turkey, are also likely to have to raise the cost of borrowing to

temper inflation and capital outflows (see page 6).

rest of the region,

vaccine, while 2.3 million have had a second dose. The successful
vaccination programme has lifted business confidence to its highest
level since 2018, according to the Santander Trade Barometer.

Six of the 14 sectors monitored by the Lloyds Bank UK Recovery
Tracker reported increased output last month, up from three in
January. In the 12 weeks to that month, the unemployment rate
fell to 5% from December’s 5.1% high. Meanwhile, the headline
annual rate of consumer price inflation (CPI) slipped to 0.4% in
February from 0.7% in January, thanks to lower prices for
clothes, second-hand cars and toys. Still, says A] Bell’s Danni
Hewson, “February’s figures ... suggest inflationary pressures may

The way we live now: the horse-milk health craze
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A litre a day keeps the doctor away, apparently
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Leo Tolstoy and Anton Chekhov
swore by the curative powers of
horse milk. Now Frank Shellard
(pictured) hopes to bring itinto the
21st century, says Will Humphries in
The Times. Shellard, who runs the
stables at the private members’ club
Soho Farmhouse in the Cotswolds,
“admits he has a job to do changing
people’s minds”. But his 150
customers are already buying into
it, paying £6.50 for a £250ml bottle.
Interest has soared over the past
year as people become more
conscious of their health. Shellard,
who drinks a litre of the milk every

day, is “evangelical” about the
benefits: it's high in vitamin C and
iron, but low in fat, with levels of
lactose and casein closerto human
breast milk than to that from a cow.
Studies suggest that mare’s milk
could combat eczema and improve
“Immune responsiveness”. Butthe
small number of horse-milk
producers don’t have the means to
fund scientific studies to prove their
points: these would cost over
£300,000. The trend is taking off in
Europe too, with 30 farms in
Germany and some in Belgium,
France, and ltaly producing it.

moneyweek.com
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Prime Minister Igor Matovic bas bought
two million doses of the Russian vaccine

Berlin

An embarrassing U-turn: Germany is extending its lockdown to

18 April. However, the government was forced to reverse its plans
to tighten restrictions even further over Easter. Angela Merkel
apologised for “the mistake... her first such apology in her 16 years
as chancellor”, say Erika Solomon and Guy Chazan in the Financial
Times. “The U-turn... reflects deepening public frustration at the
government’s handling of the pandemic.” Confirmed cases rose by
7,709 on Monday to 2.7 million, while the seven-day “incidence
rate” (new infections per 100,000 people) stood at 107, “above

the 100 threshold at which hospitals often become overwhelmed”,
says Deutsche Welle. Still, the IHS Markit composite purchasing
managers’ index, which includes manufacturing and services
activity, rose to 56.8 in March from 51.1 the previous month (above
50 indicates growth). For the wider eurozone, the index rose to 52.5
from 48.8, the first return to growth in six months. The bounce
won’t last, says Jessica Hinds of Capital Economics. The second
quarter will be “very poor... as restrictions are extended [and] the
vaccine rollout remains sluggish”.

moneyweek.com

News

Bratislava

Coalition heads for collapse: Slovakia’s ruling four-party coalition
Is threatening to fall apart after economy minister Richard Sulik’s
resignation, says James Shotter in the Financial Times. The
coalition has been “racked by infighting” since Prime Minister Igor
Matovic announced a deal earlier this month to buy two million
doses of Russia’s Sputnik vaccine, which has yet to be approved by
Europe’s medicines watchdog, without coalition members’
consent. It was the last straw after months of “simmering
tensions” between members of the government, who have
“clashed over everything from his leadership style to his
management of the pandemic”. Although Slovakia managed to
escape the first wave of Covid-19 “unscathed”, case numbers have
been on therise since last autumn. With 349,270 cases, and 9,104
deaths among a population of 5.5 million, the country has one of
the worst death rates per capita. Slovakia is set to receive around
€6bn from the European Recovery Fund to help fuel its economy
after the pandemic, says Michal Hudec on Euractiv.
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Hong Kong
China’s
YouTube floats:
Chinese video-streaming
platform Bilibili, considered

to be the Middle Kingdon’s YouTube
equivalent, became the third US-listed
Chinese company to float in Hong Kong
this year, raising HK$20.2bn (£1.9bn),
says Julia Fioretti on Bloomberg. The firm
sold 25 million shares in the Hong Kong
offering at HK$808 per share and joined a
group of “overseas-traded Chinese firms”
selling stock in Hong Kong, enticed by

the increasing demand for new listings.
The trend began last year, with around
$17bn raised from second listings by
companies such as e-commerce giant
JD.com. Investors are supposed to be
moving away from “so-called pandemic
winners”, but the year is set to be a busy
one for offerings by internet companies. In
the first quarter of 2021 Asian technology,
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