
This time last year countries around the world 
were beginning to formulate strategies of how 
to tackle the Covid-19 pandemic. They realised 
that drastic action was required to contain the 
spread of the virus and mitigate economic 
damage. Many governments concluded that 
without fiscal and monetary intervention, 
a crisis unlike any seen since the great 
depression was a distinct possibility. A year 
on, while there is still a long way to go before 
we can say that the pandemic is over, there 
are some bright spots on the horizon. Arguably 
the most important is that both the US and the 
UK have implemented successful vaccination 
campaigns, with the US announcing 3 million 
vaccines given per day and the UK approaching 
the milestone of 50% of the population having 
been given at least one dose. This month we 
look at the likely routes out of the pandemic 
for economies and where the best tactical 
investment allocations lie. 

We can already see business cycle indicators 
showing that the global economic recovery is 
underway. This has been driven to a large extent 
by the strength of the US economy and the 
pent-up spending potential of US households 
as they receive their latest stimulus cheques. 
So far during the pandemic, stimulus 
payments to households now total around $3 
trillion, this is equal to 20% of US personal 
consumption and is three times as much as 
was paid out during the global financial crisis. 
If this stimulus money hits the economy  as 
fast as economists are predicting, this will be 
beneficial for many sectors from leisure and 
hospitality to retail and financials but may well 
highlight supply constraints.

We think that the best pockets of upside lie 
within those sectors that are at the value 
end of the market. Growth stocks have been 
the real drivers of stock market performance 
since the Financial Crisis but it seems that a 
value cycle may now finally be underway. The 
major caveat to a strong US market is that 
strong financial conditions will bring inflation 
back into the equation, especially if tight 
labour market conditions trigger sharp wage 
increases. In spite of the surge in new jobs 
in March, total payrolls are still 8.4 million 
short of where they were pre-pandemic, but 
given that payroll figures were a third higher 
than estimates, things are going in the right 
direction. 

What is difficult to ascertain is how much of 
the good news has been discounted by the 
market. We believe that a significant amount 
has and this will likely lead to increased 

volatility as multiples are hitting historic 
peaks, medium term interest rates are rising 
and tax hikes are being debated in congress. 
It is volatility stoked by the uncertainty around 
these factors in which we see the best 
opportunities for our clients.

The UK’s growth rate has suffered more 
than most developed economies partly due 
to the poor initial handling of the pandemic 
and potentially, the hidden impact of Brexit, 
which is ongoing. Moving forward, this has 
been offset to some extent by the speed of 
the vaccine roll-out, to the extent that the IMF 
has just revised upwards its 2021 growth rate 
for the UK economy from 4.5% to 5.3%. The 
UK market remains undervalued compared 
to its peers but caution is warranted given 
the headwinds.  These headwinds include the 
huge debt to GDP burden and the unresolved 
issues of the post Brexit economy. 

Our European neighbours have been 
publicly battling a shortage of vaccines as 
the virus spread continues.  A third wave 
has forced some countries into further 
lockdowns which pushes economic recovery  
further out. Despite the slow rollout and the 
new lockdowns, Eurozone markets have 
significantly outperformed other global 
markets. During March many EU indices, 
including the German Dax 30 and the French 
CAC 40 materially outperformed both the S&P 
500 and the FTSE All Share. Since late 2020, 
the region has benefited from the rally in value 
sectors, where weightings are higher due to a 
prevalence of more traditional industries, as 
growth and high-tech sectors have lagged.

Emerging markets have been mixed with 
countries like China able to handle the 
pandemic well (Non-manufacturing activity 
expanded for 11 months in a row, while export 
growth is 32% above trend), to countries 
like Brazil, which is currently riven with both 
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Summary

• One year on economies are 
emerging from pandemic 

• Vaccine rollout underway in 
UK and US, delays in Europe

• Shift in investor focus from 
growth to value 

• Momentum and weight of 
money pushing markets 
higher

• Markets already priced for 
strong and sustained recovery

• We remain cautious in light 
of inflationary and other 
investment risks

A monthly market comment from Rivers Capital Management. Views 
expressed here are subject to change and for professional advisors only

INTELLIGENT INTUITIVE INVESTING

AREA 2020 
GROWTH 2021 EST

World output -3.3% 6.0%
U.S. -3.5% 6.4%
Eurozone -6.6% 4.4%
Japan -4.8% 3.3%
U.K. -9.9% 5.3%
Canada -5.4% 5.0%
China 2.3% 8.4%
India -8.0% 12.5%
Brazil -4.1% 3.7%
Russia -3.1% 3.8%
Source?: www.imf.org



political uncertainty and a laissez faire 
attitude to Coronavirus control. On the other 
hand, India’s economic and market outlook 
remains positive as the government seems 
to want to avoid any major lockdowns. At the 
moment, It appears that the second wave 
will not meaningfully diminish the strong 
economic bounce back, which is bolstered 
by the government’s loose fiscal stance. India 
has one of the strongest real GDP growth 
outlooks globally with 12.5% upside between 
now and 2022.

When constructing multi-asset portfolios 
the spectre of  rising interest rates, when 
both equities and bonds are expensive, is 
daunting. The fear of inflation has been 

affecting bond markets since the beginning of 
this year yet it has seemingly been ignored by 
equity markets. As we begin to see economic 
recovery accelerating with companies and 
consumers holding record cash in reserve 
we expect there will be upward pressure on 
prices. Whether this translates to sustained 
inflation is, currently, the most debated point 
of all amongst investors. The risk that it does, is 
enough to justify our current cautious stance. 
Any further rebalance, lowering exposure, 
needs to be well timed and short lived. With 
current valuations already pricing in an almost 
perfect scenario we think the opportunity cost 
of lowering risk further is low. 

We are seeing strength in many markets, 

both developed and emerging and indices 
are hitting new all-time highs, driven to a 
large extent by momentum and money flows 
but we think that some caution is warranted. 
We have positioned our portfolios to take 
advantage of the upside in the markets 
while still protecting our clients’ capital on 
the downside. We believe that given the 
underlying structural shift in the market driven 
by inflation fears and exuberant valuations we 
will see more volatility which will provide good 
opportunities for us to deploy into those asset 
classes like value and subsectors like energy, 
semiconductors and consumer discretionary, 
where we believe there are still potential 
returns to be found.

Market Returns (£) - 31st Mar 2021 1 Month 3 Month YTD 1 Year 3 Year S/I*
Anchors 30/06/2016*
Cash + 1% 0.1% 0.3% 0.3% 1.1% 4.8% 7.4%
Inflation Linked UK Bonds 1.8% -6.3% -6.3% 2.2% 10.3% 21.5%
Gilts 0.1% -7.4% -7.4% -5.6% 8.6% 9.4%
Global Government Bonds (hedged) -0.2% -2.7% -2.7% -1.3% 8.5% 6.5%
Enhancers
Global Corporate Bonds (hedged) -1.1% -3.3% -3.3% 8.5% 13.6% 16.0%
Global High Yield (hedged) -0.4% -0.3% -0.3% 22.4% 11.3% 25.3%
Emerging Market Bonds (hedged) -1.1% -6.0% -6.0% 2.4% -0.4% 11.7%
FTSE 350 TR Index 4.0% 5.0% 5.0% 25.6% 9.2% 28.3%
FTSE UK All-Small Cap 4.8% 9.6% 9.6% 64.0% 32.0% 74.1%
Global Equity (FSTI) 4.7% 4.0% 4.0% 39.0% 46.5% 79.5%
European Equity (FSTI) 4.4% 3.0% 3.0% 30.9% 20.0% 47.2%
US Equity (S&P) 5.7% 5.1% 5.1% 39.8% 59.2% 95.7%
Japan Equity (Topix) 3.1% 1.0% 1.0% 24.4% 18.2% 55.0%
Pacific Ex Japan Equity (FSTI) -1.8% 1.5% 1.5% 41.5% 32.8% 87.1%
Emerging Market Equity (FSTI) -0.2% 1.3% 1.3% 43.6% 23.8% 70.2%
Chinese Equity (Hang Sang) -0.7% 3.3% 3.3% 11.0% 7.2% 54.0%
Indian Equity (Nifty) 3.6% 4.1% 4.1% 59.9% 33.5% 58.7%
Diversifiers
Commodity Index -0.8% 5.9% 5.9% 21.1% 0.9% -3.7%
Gold 0.4% -10.6% -10.6% -6.2% 26.0% 18.5%
Silver -6.0% -8.1% -8.1% 50.6% 45.0% 17.7%
Brent Oil -0.8% 5.9% 5.9% 21.1% 0.9% -3.7%
UK Property 0.5% 1.6% 1.6% 0.7% 2.8% 13.1%
Global Property Shares 3.5% 4.1% 4.1% 20.7% 3.4% 18.3%
Rivers Model Portfolios
Rivers Preservation Portfolio 0.8% -0.8% -0.8% 8.8% 7.5% 16.7%
Rivers Cautious Portfolio 0.8% -0.6% -0.6% 14.8% 16.1% 31.5%
Rivers Balanced Portfolio 1.1% -0.2% -0.2% 21.4% 22.6% 42.3%
Rivers Adventurous Portfolio 1.5% 0.3% 0.3% 26.1% 27.7% 50.2%
Rivers Aggressive Portfolio 2.0% 1.1% 1.1% 31.5% 30.2% 58.6%
Rivers Cautious Income Portfolio 0.9% -0.4% -0.4% 15.0% 9.9% 16.2%
Rivers Balanced Income Portfolio 1.0% 0.1% 0.1% 19.3% 13.2% 25.5%

Source: Financial Express in GBP (unhedged unless stated) as at 31st March 2021. *Rivers Portfolios since launch June 30th 2016
Model Performance is indicative only and is net of Rivers Capital Management Charge and Underlying Fund charge but not advisor or platform costs.

Disclaimer: Rivers Capital Management is 
authorised & regulated by the Financial Conduct 
Authority (FCA) Reference No. 801238.  Its 
registered offices are at 27 Gloucester Place, W1U 
8HU London, United Kingdom.  This newsletter 
is intended only for use by Financial Advisors and 
not for distribution to retail investors. The Model 

Portfolio is not suitable for all types of investor 
and investor accounts may only be attached to it by 
the instruction of a professional Financial Adviser. 
Past performance is not necessarily a guide to 
the future performance. Market movements may 
cause the value of investments and the income 
from them to fall as well as rise. Unless otherwise 

stated, the source of all figures contained herein is 
Rivers Capital Management. Whilst all reasonable 
care has been taken in preparing this update, the 
information contained herein has been obtained 
from sources that we consider reliable but we do 
not represent that it is complete or accurate and it 
should not be relied upon as such. 


