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Foreword

This Month:

In our Macro Overview section, Analysts from both divisions will cover broad macro themes while reviewing major

economic news from the past month. In our Deeper Dive section, Paulina Michel, our head of communications,

elaborates on the reduced Reserve Requirement Ratio in China and its positive effects on Chinese and American stocks.

Moreover, in our Regional View, Valentina Heimann examines the historical development and impact of the Nord

Stream II pipeline on European foreign policy and energy prices..

Our Investment Banking Division will guide you through December’s M&A overall activity. Read about Tencent Group

acquisition of a USD 3.4 bn stake in universal music, Fiat Chrysler to merge with France’s PSA and Bristol-Myers

Squibb completing their acquisition of Celgene. Additionally, get a detailed overview on what happened to The Bayer

Group, as well as consider our opinion on the strong hype on cannabis market.

Our Financial Markets Division will present the monthly results of the NIC Fund, an active relative return fund investing

across four different asset classes: Equities, Fixed Income, Commodities and Currencies. The analysts will also provide

commentary on each of the four major asset classes through analysis of the past month’s major market moves. The active

positioning of the NIC Fund in November yielded a 2.33% cumulative return, majorly supported by Equities.

Lastly, our IBD Head, Tobias Berberich, provides a brief overview on 2019 Mergers & Acquisitions, Corina Popa

examines the impact of Trump’s impeachment on the stock market and Alexander Keil elaborates on Deutsche Bank to

raise revenue target for a reshaped investment bank. In light of the beginning of a new year, our Head of Corporate

Relations, Patricio Drexhagen , provides our 2020 outlook, consisting in a different approach to stimulating a slowing

economy.

The following content is original and created by the Nova Investment Club, which is run by students from Nova SBE’s 

Master’s in Finance. The reports may contain inaccurate or outdated information and should not be used as an exclusive 

mean for investment decisions. 
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Macro Overview

Market Moves

Monthly

China’s Central Bank 

Early New Year’s Gift

US Sanctions Stop Nord 

Stream II Construction 

01

UK finally found an exit to Brexit dead-

end. December 12th will be remembered as

the day where Boris Johnson and the

Conservatives won a vote that will put a

close to more than 3

years of drama around Brexit.

Cooling down in US-China trade tensions.

The White House and Beijing seem to have

finally found common ground as Trump

renounced to set new tariffs and China

agreed to strengthen IP rights protection and

purchase more US goods. A “Phase One”

agreement will be signed between both

parties in Washington D.C. on January 15th .

US stock markets reached all-time highs

in Equities’ strongest year since the crisis.

Wall Street reacted positively to the

announcement of a future trade agreement

between the US and China. All three majors

US indices (Dow Jones, Nasdaq and the

S&P500) recorded historical high levels

during the last week of December.

Revival of tensions in Bolivia after the

expulsion of Spanish and Mexican

Diplomats. In response to Mexico’s

decision to grant asylum to 9 allies of

former President Morales, including former

minister of presidency, Quintana, who faces

charges of terrorism and sedition.

Meanwhile, Bolivia accused Spain of having

sent armed forces to exfiltrate Quintana out

of the Mexican embassy, where he is

currently in hiding.

Paris region paralyzed due to strikes

around pension reforms. President Macron

is facing strong protests nationwide, mainly

from public sector workers regarding his

will to amend the pension system which

would result in postponing the year at which

people can retire.

Hong-Kong protests persisted during

Christmas. Protests on Christmas eve and

Christmas day weakened even more retailers

already fighting to survive since the start of

the protests in the city in April.

Saudi Aramco’s successful IPO pushed its

valuation near to USD 2 tn. The deal was

made mainly attractive for the domestic.

Nonetheless, foreign IBs that worked on the

deal can expect to make USD 3.5 m whereas

HSBC, NCB and Samba, which led the

Riyad listing, should earn up to USD 10 m.

Trump became the 3rd president to be

impeached after being charged with

abusive use of power by the House of

Representatives. Yet, the impeachment

inquiry is very unlikely to succeed as it will

be voted on in 2020 by the Senate, which is

predominantly Republican.

Fed likely to leave rates unchanged in

2020. On December 11th, the Fed decided

to leave benchmark rates unchanged at 1.5%

to 1.75%. The committee also maintained its

estimations for 2020 and 2021 GDP growth

at 2% and 1.9% respectively. This led us

believe that there will be no further rates

adjustment next year.

Weakening currencies in Latin America

are beneficial to commodity producers.

Chinese companies' credit defaults hit

high record in the last weeks of 2019.

Onshore corporate debt topped USD 18.6 bn

at the end of the year, nearly 7% higher than

last year. The exponential growth of

Chinese companies in the chemical and

textile sector over the last decade led to an

oversupply of debt. However, the slowing

growth results in corporate reneging on their

debt obligations.

December

Market Moves

% change

Last Close -1W -3M YTD

S&P 500 3 231 0,23% 8,53% 29,97%

DJIA 28 538 0,08% 6,02% 23,74%

Nasdaq 8 973 0,22% 12,17% 36,27%

MSCI World 3 108 0,18% 7,80% 22,05%

MSCI EM 4 000 1,71% 9,86% 13,11%

Russell 2000 1 668 -0,57% 9,52% 24,71%

Euro Stoxx 50 3 745 -0,77% 4,92% 25,40%

FTSE 100 7 542 -1,18% 1,81% 12,01%

Nikkei 225 23 657 -0,73% 8,74% 17,83%

Hang Seng 28 190 1,17% 8,04% 10,53%

Dollar Index 96,39 -1,30% -3,01% -0,01%

EUR/USD 1,121 1,12% 2,88% -2,02%

GBP/EUR 1,183% 1,29% 4,87% 6,56%

GBP/USD 1,326% 2,42% 7,88% 4,39%

USD/JPY 108,610 -0,71% 0,49% -1,51%

USD/CHF 0,97 -1,40% -3,12% -1,83%

Brent Crude 66,000 -1,79% 8,59% 26,44%

Gold 1 523,1 1,60% 3,92% 18,71%

Generic Bond Yields

change in bps

Last Close -1W -3M YTD

US 10Y Yield 1,918% 1,8 25,3 -80,1

GER 10Y Yield -0,185% 5,7 38,6 -42,7

JPY 10Y Yield -0,011% -2,3 20,2 -1,4

UK 10Y Yield 0,822% 5,3 33,4 -44,7

PT 10Y Yield 0,442% 2,6 28,1 -128,0

*Source: Bloomberg, as of 2019-12-31
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China’s Central Bank’s early New Year’s Gift 
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Paulina Michel
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US Sanctions Stop Nord Stream II Construction
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Valentina Heimann
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Economic Calendar
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Economic and Political Events

Central Bank Decisions

Inflation and Deflation

Labour Market

US Nonfarm Payrolls to Rise Unemployment Hikes in Germany  Australia Labour Force 

Euro Zone Inflation UK YoY CPI Might Fall Update on Japan CPI

Fed Shows Confidence in Current Policies

According to the minutes of the December

meeting, American policy makers were

confident towards the results of the

current monetary policies. Thus, interest

rates should within the 1.5 to 1.75 per cent

range for 2020 as unemployment falls and

salaries inflate.

Bank of Canada to Maintain Low Rates

rates will stay low.

ECB to Introduce Dual Interest Rates

UK: Johnson Ready to “Get Brexit Done” Trade War: Agreement to be Signed Soon

On December 31st Donald Trump said

that a “Phase One” deal will be signed on

January 15th at the White House with

Chinese representatives. Amid the

announcement the US halved tariffs on

USD 120 bn of imports, whilst China

pledged among others to enhance

intellectual property rights protection.

France: Unions Call General Strike
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Investment Banking
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Overall Activity

Deals of the Month

North America EMEA Asia

Announnced Date Target Buyer
Target 

region

Target 

business

Value 

(USD m)

Premium 

(%)

18 Dec 19 PSA Peugeot Citroen Fiat Chrysler Automobiles NV France Car manufacturer 16,000.00 -

18 Dec 19 Hengfeng Bank Co Ltd 
An investor group led by China SAFE 

Investments Limited 
China Financial Services 14,300.00 -

19 Dec 19 Hitachi Chemical Co., Ltd. Showa Denko K.K. Japan Industrials & Chemicals manufacturer 9,000.00 -

29 Dec 19 Anixter International Inc Wesco International Inc USA Electrical equipment manufacturer 3,287.00 -

30 Dec 19 Careem Networks FZ Uber Technologies Inc. Egypt Middle East ride-hailing service 3,100.00 -

12 Dec 19 Permata Bank Bangkok Bank Thailand Banking activities 37,000.00 -

28 Dec 19 Pivotal Software VMware Inc. USA Cloud software services 2,700.00 -

29 Dec 19 Cincinnati Bell Inc Brookfield Infrastructure USA Telecommunication services 2,600.00 -

29 Dec 19 DraftKings Inc Diamond Eagle Acquisition Corp USA Gambling services 2,055.00 -

29 Dec 19 Aquaventure Hldg Ltd Culligan International Co USA Machine shop operator services 1,100.00 -

*Source: Mergermarket, Dealogic
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Tencent Group Buys a USD 3.4 bn Stake in Universal Music 

Peers Currency
Market Cap

(CUR m)

Momo Inc USD 7 522,63 

Alibaba Group Holding Ltd USD 589 582,04 

NetEase Inc USD 42 060,69 

Zynga Inc USD 5 817,42 

Roku Inc USD 16 189,72 
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Fiat Chrysler to Merge with France’s PSA

Peers Currency
Market Cap

(CUR m)

Aston Martin Lagonda Global Ho GBp 1 215,71 

Fiat Chrysler Automobiles NV USD 23 638,19 

Volkswagen AG EUR 87 603,05 

Renault SA EUR 12 081,73 

Bayerische Motoren Werke AG EUR 46 759,74 
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Bristol-Myers Squibb Completes Acquisition of Celgene

Peers Currency
Market Cap

(CUR m)

Karuna Therapeutics Inc USD 1 889,57 

Biogen Inc USD 53 093,22 

Gilead Sciences Inc USD 82 525,45 

Aravive Inc USD 200,18 

Solid Biosciences Inc USD 203,72 
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Peers Currency
Market Cap                        

(Cur m)

Novartis AG CHF 231,810.82 

Roche Holding AG CHF 269,495.15 

GlaxoSmithKline PLC GBp 88,076.35 

Sanofi EUR 114,053.51 

AstraZeneca PLC GBp 99,446.94 

Price (31 Dec 19, EUR) 71.21

Target Price (EUR) 84.00

3M Performance 9.84%

Market Cap (EUR m) 69,958.42

Enterprise Value (EUR m) 108,371.42

*Target Price is for 12 months

09

The Bayer Group
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Strong hype on Cannabis Market, 

Long Term Growth or Short Term Excitement?

Private Equity Venture Capital DCM ECM Spinoff

Date Recent News

4 Dec 19

Harsh comedown for cannabis stocks as US 

legalisation slows

Source: ft.com

4 Dec 19

Cannabis has the VC market buzzing as firms 

seek to capitalize on hype

Source: pitchbook.com

30 Oct 19

Cannabis remains an investment market worth 

watching

Source: ft.com

12 Jun 19

Venture capital pot investments jump to $1.3bn 

in 2019

Source: ft.com

Michele Marcaccio

Restructuring

In the US, VC dollars are beginning 

to pour into the space on the 

assumption that recreational use 

will eventually be legalized under 

federal law. The "when, not if" 

assumption is fueling a sense of 

promise for investors, but in the 

meantime, the state-by-state 

expansion of the cannabis market 

means that any attempt for 

companies to scale across state lines 

comes with regulatory headaches. 

On top of the difficulty in scaling, 

the prize of doing business in a new 

state is limited to the size of that 

state's population, which isn't 

always significant.

- David Stevenson, Active Private 

Investor
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Portfolio Overview

Benchmark

iShares 3-7 Year Treasury Bonds 55%

MSCI World ETF 30%

Invesco DB Commodity Index 10%

MSCI Emerging Markets ETF 5%

Portfolio Statistics

Cumulative Return 2.33%

Annualized Return 27.99%

Daily St. Dev 0.21%

Period St. Dev 0.97%

Annualized St. Dev 3.37%

Info Sharpe 8.31 

Skew (Daily) -0.55

Kurtosis (Daily) -0.46
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Assets in Brief

Asset Class Symbol Comments
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Equities

World Equities

In Depth: Intel strikes back

Our Performance
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Fixed Income

World Yields

In Depth: Global Investment Grade Outlook

Our Performance
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Commodities

December Round-Up

Outlook for January

The US-Iran conflict is on the brink of escalating after the US

military assassinated General Ghassem Soleimani, the head of the

Iranian Revolutionary Guards, in a targeted air strike. Hence, oil

prices could further increase in January as Iran is a major oil

producer. Also, currently 7% of the world's daily production is

transported through the Strait of Hormuz. Already in the past, Iran

was accused of being responsible for attacks on oil tankers near the

Strait. Iranian officials announced that they will take revenge for

the killing which is why experts expect the oil price to carry a

‘geopolitical risk premium’ in 2020. Gold might continue gaining

in value as geopolitical conflicts show no sign of calming down,

making it attractive for investors which value it as a safe haven.

Copper could be interesting for investors which want to bet on a

recovery in global economic growth. Corn prices could increase

with the signing of the ‘phase one’ trade deal which could

incentivize farmers to switch back to soybeans as a crop.

Our Performance
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Currencies

World Currencies

In Depth

Our Performance
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2019 Mergers & Acquisitions – A Tale of Mixed Fortunes 

Tobias Berberich
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Trump’s Impeachment and its Impact on the Stock Market

Corina Popa
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Deutsche Bank raises revenue target for reshaped investment 

bank

Alexander Keil
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A different approach to stimulating a slowing economy

Patricio Drexhagen
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Visit www.novainvestmentclub.com for more updates.
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