
 
 

 

Exposure rates of the Dorval Asset Management Range – 13th March 2020 
 

Dear Clients and Partners, 
 

The stock-market crash over the past few days has primarily been a result of panic 
surrounding management of the current extensive – but albeit temporary until we see proof 
to the contrary – health crisis. Despite some hesitations from the European Central Bank on 
Thursday, March 12 (which it very quickly corrected), the global monetary and particularly 
fiscal response has been massive and fast-changing. Based on the experience in China and 
South Korea, we can expect the epidemic of new coronavirus cases in Europe and then the 
US to peak by around mid-April. We think that the equity market should bottom out – if it has 
not already done so on Thursday March 12, 2020 – before this peak in the epidemic, so 
several weeks before the peak of the economic impact (cf. chart 1). 
 

 
 

• Peak of new cases 

• Peak of panic 
• Current situation  

• Peak of economic difficulty 

• Likely market low 
 
The very swift unwinding of positions over the past two weeks pushed Wall Street market 
momentum indicators (cf. chart 2) to levels only witnessed five times over the past 25 years 
i.e. in 1998, 2008, 2011, 2015, 2018. These previous market excesses invariably occurred 
before phases of major buy opportunities for risky assets. Investors are admittedly right to 
expect a drastic shock for the world economy in the short term, but this shock will be 
temporary and there is every reason to think that it will be followed by a gradual but strong 
and extended economic recovery, which will stretch far into 2021 (J-shaped curve). 
 



 
 

 

Fear & Greed index on Wall Street 
Composite indicator of several US market variables (volatility, momentum, etc.) 

 
 
Monetary and fiscal measures will obviously need to be sufficiently powerful to have the 
wherewithal to reverse the shock as far as possible, if we are to see this J-shaped curve 
emerge across the board: this is what we are witnessing, with central banks cutting interest 
rates, resuming their asset purchase programs and offering strong incentive conditions for 
banks to maintain and even increase their commitments to companies (including SMEs) and 
households. They will also take further action if necessary. Meanwhile governments are 
successively announcing very hefty measures to restrict bankruptcies and curb a surge in 
unemployment as much as possible, and also fight against economic stakeholders’ tendency 
to overreact. We think that these measures could equate to several points of GDP in Europe 
i.e. several hundred billion euros. Meanwhile the US is about to follow, after China, Korea, 
the UK, Australia, Japan, etc. 
The oil shock will also help stabilize demand, even if this also means a hit for oil-producing 
countries. The plunge in oil prices from $65/bbl to $33/bbl since the start of the year is the 
equivalent of a tax cut of close to a thousand billion euros worldwide. Lastly, if – as we 
expect – economic activity continues to resume in both China and then Korea, economic 
stakeholders will be able to envisage a world where the virus is under control and economic 
activity is gradually getting back to normal. Additionally, the reopening of large groups’ 



 
 

 

production facilities in China (Apple/Foxconn, Renault, Peugeot, etc.), which should be 
completed at the end of March, will help ease production chain difficulties.  
 
Until further notice, our scenario is for a peak in the epidemic of new cases over the 
weeks ahead, preceded by a peak in anxiety, and a J-shaped curve for the world 
economy, with a low point of unprecedented severity in the second quarter. Looking 
to the equity markets, we think that there will be more of a V-shaped recovery profile, 
at least initially, given the excesses of the past few days. The stock-market recovery 
could be particularly dramatic as this is an unprecedented situation. The equity risk premium 
is not only very high as compared to bonds (cf. chart 3), but also as compared to other less 
liquid assets, such as real estate and unlisted investments.  
In light of these various factors, we have started to ramp up the equity exposure in 
our portfolios.  
 

Very high “cyclically-adjusted” risk premium for equities 

 

• “Cyclically adjusted” world P/E (profits are smoothed out over ten years - LHS) 

• US real rates (RHS) 

• Risk premium (inverted adjusted P/E less real rates) 

 

Our exposure rates are as follows: 

• Dorval Convictions: Our exposure rate is 56%.  
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Legal notices  

This promotional document is intended for business clients within the meaning of the MiFID. It 
cannot be used for a purpose other than that for which it has been designed and cannot be 
reproduced, circulated or communicated to third parties in whole or in part without the prior and 
written authorization of Dorval Asset Management. No information contained in this document can 
be interpreted as having any contractual value whatsoever. This document is produced purely for 
information purposes. It constitutes a presentation designed and produced by Dorval Asset 
Management from sources that it deems reliable. Dorval Asset Management reserves the right to 
amend the information presented in this document at any time and without notice and particularly 
regarding the description of the management processes that in any case do not form a commitment 
on the part of Dorval Asset Management. Dorval Asset Management cannot be held responsible for 
any decision made or not made on the basis of information contained in this document or use that 
could be made of it by a third party. The mutual fund is authorized to be marketed in France and 
possibly in other countries where the law authorizes it. Prior to any investment, it should be verified 
whether the investor is legally authorized to subscribe to units in a mutual fund. The characteristics, 
fees, risk and yield profile relating to investment in a mutual fund are set out in the Key Investor 
Information Document (KIID) of the latter. The KIID and the periodic documents are available free of 
charge on request, from Dorval Asset Management. You must read the KIID, which must be sent to 
you prior to subscription. The definition of the risk indicators stated in this document feature on the 
website: www.dorval-am.com 
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C2 - Inter nal Natixis 

This material has been provided for information purposes only to investment service 
providers or other Professional Clients or Qualified Investors and, when required by 
local regulation, only at their written request.  This material must not be used with 
Retail Investors.  
In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers 
S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a 
Luxembourg management company that is authorized by the Commission de 
Surveillance du Secteur Financier and is incorporated under Luxembourg laws and 
registered under n. B 115843. Registered office of Natixis Investment Managers S.A.: 2, 
rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis 
Investment Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset 
Management Companies no 23458.3). Registered office: Via San Clemente 1, 20122 
Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung 
Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 
55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis 
Investment Managers, Nederlands (Registration number 50774670). Registered office: 
Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment 
Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies 
Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. 
Spain: Natixis Investment Managers, Sucursal en España. Serrano n°90, 6th Floor, 
28006, Madrid, Spain. 
In France: Provided by Natixis Investment Managers International – a portfolio 
management company authorized by the Autorité des Marchés Financiers (French 
Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company 
(société anonyme) registered in the Paris Trade and Companies Register under no. 329 
450 738. Registered office: 43 avenue Pierre Mendès France, 75013 Paris. 
In Switzerland: Provided for information purposes only by Natixis Investment 
Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its 
representative office in Zurich, Schweizergasse 6, 8001 Zürich.  
In the British Isles: Provided by Natixis Investment Managers UK Limited which is 
authorised and regulated by the UK Financial Conduct Authority (register no. 190258) 
- registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, 
EC4V 5ER. When permitted, the distribution of this material is intended to be made to 
persons as described as follows: in the United Kingdom: this material is intended to be 
communicated to and/or directed at investment professionals and professional 
investors only; in Ireland: this material is intended to be communicated to and/or 
directed at professional investors only; in Guernsey: this material is intended to be 
communicated to and/or directed at only financial services providers which hold a 
license from the Guernsey Financial Services Commission; in Jersey: this material is 
intended to be communicated to and/or directed at professional investors only; in the 
Isle of Man: this material is intended to be communicated to and/or directed at only 
financial services providers which hold a license from the Isle of Man Financial Services 
Authority or insurers authorised under section 8 of the Insurance Act 2008.  
In the DIFC: Provided in and from the DIFC financial district by Natixis Investment 
Managers Middle East (DIFC Branch) which is regulated by the DFSA. Related financial 
products or services are only available to persons who have sufficient financial 
experience and understanding to participate in financial markets within the DIFC, and 
qualify as Professional Clients or Market Counterparties as defined by the DFSA. No 
other Person should act upon this material.  Registered office: Office 23, Level 15, The 
Gate Building, East Wing, DIFC, PO Box 506752, Dubai, United Arab Emirates.   
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting  
(Taipei) Co., Ltd., a Securities Investment Consulting Enterprise regulated by the 
Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 
5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 
2018 FSC SICE No. 024, Tel. +886 2 8789 2788.  
In Singapore: Provided by Natixis Investment Managers Singapore (name registration 
no. 53102724D) to distributors and institutional investors only.  Natixis Investment 
Managers Singapore is a division of Ostrum Asset Management Asia Limited (company 
registration no. 199801044D).  
In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to 
institutional/ corporate professional investors only.   
In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 
088 786 289) (AFSL No. 246830) and is intended for the general information of financial 
advisers and wholesale clients only.  
In New Zealand: This document is intended for the general information of New Zealand 
wholesale investors only. This is not a regulated offer for the purposes of the Financial 

Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors who 
have certified that they meet the requirements in the FMCA for wholesale investors. 
Natixis Investment Managers Australia Pty Limited is not a registered financial service 
provider in New Zealand.  
In Latin America: Provided by Natixis Investment Managers S.A.  
In Chile: Esta oferta privada se inicia el día de la fecha de la presente comunicación. La 
presente oferta se acoge a la Norma de Carácter General N° 336 de la Superintendencia 
de Valores y Seguros de Chile. La presente oferta versa sobre valores no inscritos en el 
Registro de Valores o en el Registro de Valores Extranjeros que lleva la 
Superintendencia de Valores y Seguros, por lo que los valores sobre los cuales ésta 
versa, no están sujetos a su fiscalización. Que por tratarse de valores no inscritos, no 
existe la obligación por parte del emisor de entregar en Chile información pública 
respecto de estos valores. Estos valores no podrán ser objeto de oferta pública 
mientras no sean inscritos en el Registro de Valores correspondiente.  
In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representación 
(Colombia) to professional clients for informational purposes only as permitted under 
Decree 2555 of 2010. Any products, services or investments referred to herein are 
rendered exclusively outside of Colombia. This material does not constitute a public 
offering in Colombia and  is addressed to less than 100 specifically identified investors. 
In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated 
financial entity, securities intermediary, or an investment manager in terms of the 
Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with 
the Comisión Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. 
Any products, services or investments referred to herein that require authorization or 
license are rendered exclusively outside of Mexico. While shares of certain ETFs may 
be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not 
represent a public offering of securities in Mexico, and therefore the accuracy of this 
information has not been confirmed by the CNBV. Natixis Investment Managers is an 
entity organized under the laws of France and is not authorized by or registered with 
the CNBV or any other Mexican authority. Any reference contained herein to 
“Investment Managers” is made to Natixis Investment Managers and/or any of its 
investment management subsidiaries, which are also not authorized by or registered 
with the CNBV or any other Mexican authority.   
In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered 
investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: 
San Lucar 1491, oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer of any 
units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 
18,627.  
The above referenced entities are business development units of Natixis Investment 
Managers, the holding company of a diverse line-up of specialised investment 
management and distribution entities worldwide. The investment management 
subsidiaries of Natixis Investment Managers conduct any regulated activities only in 
and from the jurisdictions in which they are licensed or authorised. Their services and 
the products they manage are not available to all investors in all jurisdictions. It is the 
responsibility of each investment service provider to ensure that the offering or sale of 
fund shares or third party investment services to its clients complies with the relevant 
national law. 
The provision of this material and/or reference to specific securities, sectors, or 
markets within this material does not constitute investment advice, or a 
recommendation or an offer to buy or to sell any security, or an offer of any regulated 
financial activity. Investors should consider the investment objectives, risks and 
expenses of any investment carefully before investing. The analyses, opinions, and 
certain of the investment themes and processes referenced herein represent the views 
of the portfolio manager(s) as of the date indicated. These, as well as the portfolio 
holdings and characteristics shown, are subject to change. There can be no assurance 
that developments will transpire as may be forecasted in this material. Although Natixis 
Investment Managers believes the information provided in this material to be reliable, 
including that from third party sources, it does not guarantee the accuracy, adequacy, 
or completeness of such information. May not be redistributed, published, or 
reproduced, in whole or in part. Amounts shown are expressed in USD unless otherwise 
indicated.  


