
 

   

 

  

HIGHLIGHTS 

Equities and Rates were the 

main drivers of June’s 

returns. 

The FED under the market’s 

scrutiny. 

Latin America countries in 

diverging trends. 

Emerging economies 

recover from the trade 

war hit. 

  

 

Results of the month. After a very promising start of the month for global risk assets, with the 2020 positive 
trend reinforced as Democrats won US Senate control, the second half of January saw a big price swing 
that reversed Blue Alpha Feeder fund’s result to - 81bps at month-end closing. The YTD return was 6.34%. 
After presenting highly positive results for most of the period, the equities book closed January almost at 
zero (-1bp), while FX (-37bps) and rates (-47bps) positions accumulated substantial losses. The interruption 
of the global depreciation of the U.S. dollar has affected our short positions in this currency against a 
diversified portfolio that includes currencies from countries with high expectation of commodity-related 
growth and attractive carry. In rates, the biggest loss came from the Brazilian market with Copom’s sudden 
guidance change, while our position in Mexico remained in an upward trend. 

International. The year 2021 began quite volatile for international markets. Although the global community 
is firmly convinced that it will be a record year of growth in the world, we also have to consider that the 
various classes of investors have started the year already fairly at risk. In terms of events, the Democratic win 
in the Georgia Senate created greater conviction about the expansion of the U.S. tax policy. This is one of 
the aspects underpinning the positive expectations for 2021. Other aspects include increased supply and 
improved vaccine distribution, especially in the developed world, and the earnings of companies in Europe 
and the U.S., which have greatly surpassed expectations. Another noteworthy event concerns U.S. retail 
investors. This class of investors has always been very important in the American market, and their role has 
gain even more relevance since the beginning of 2020 with the creation of “Robinhood,” a free trading 
platform for individuals. That combined with cheaper margins and access to the options market has made 
this class of investors even more prominent both on the American and the global scene. The key point in 
this aspect has been the use of social media to allow these investors to operate in groups, especially seeking 
opportunities of short squeeze in low liquidity stocks. This unexpected factor eventually led to profit taking 
on the global equities. We remain convinced that the pillars that will sustain a positive year are solid, despite 
the short-term technical challenges. Thus, we are maintaining our global strategies both for equities and 
currency, which is to maintain a diversified global portfolio for these two markets as we tap into 
opportunities mainly in North America and Asia. 
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Brazil.  Contrary to global trends, Brazil seems to be entering a slightly more constructive moment, both in 
the political and economic arena. After a turbulent end of the year, with higher-than-expected inflation figures 
and a major reversal in congressional election expectations, we have the impression that things are calming 
down. The appointment of Arthur Lira in the House and Rodrigo Pacheco in the Senate – clear allies of 
Bolsonaro – combined with better visibility of the monetary policy by Brazil’s Central Bank, which is already 
pointing to a rise in interest rates in the first half of the year, caused the risk premium placed since the 
beginning of the year to curb a little in the last few days. In view of this scenario, we increased our exposure in 
Brazilian equities and in the rates curve. We still have no exposure to the Brazilian real. 

Mexico.  Biden’s election in the U.S. is good news for the world, and especially positive for Mexico given the 
trade and labor market links between the two countries. A year of robust growth in the U.S. is clearly good 
news for Mexico. Despite the potential inflation resumption in 2Q21 derived from a very low comparison basis 
from 2020 due to the effects of the coronavirus pandemic, we still believe that Mexico should lower interest 
rates to something around 3.5%. We also see the Mexican currency in a good position at this time of negative 
effective interest rates in the American economy. Therefore, we are maintaining more optimistic positions in 
FX and interest rates in Mexico, and for now, we will not be adding the equities risk in this country.   

Positioning.  Due to the significant rise in asset price volatility throughout January, we have gradually reduced 
our risk positions in global equities and FX markets, but keeping in mind that the medium-term scenario 
remains positive, based on the expectation of robust global growth, increased company profit, and widely 
expansionary economic policies. Thus, although smaller, we kept the portfolio bought in equities and sold in 
dollars with great geographical diversification, with emphasis on Asian countries. Tactically, we increased the 
risk in Brazil through equities and rates curve to take advantage of a more favorable political scenario and 
relationship between the Executive and Legislative branches. Interest rates in Mexico remain as a structural 
position of the fund and we have resumed adding positions taken in US Treasuries. 
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