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2021 Q1 saw a mix of news. Globally, the
fundamental economy is better,
unemployment falling, people are traveling.
While inflation remains a concern, the
western central banks consistently say they
will keep policies dovish. Biden pushed
through the $1.9T stimulus and announced
plans for new infrastructure and taxes.
Though it is a long way before the final
version will pass through Congress, the
amount of money which America is willing
pump into the market is unprecedented,
the most since end of WW2.

20215 —Fmp EHMBHERFE - KL
NEMEAMK - RWERFE - KRR
- REBOEEKIKRIBZE—TRE - AHEE
RITIDFRNFFLEORBER - FEBURFH#R1.9
EERAS RZAEMMNEMBIRANGE -
SREBBEIZSRANGINBE— KRS - B
ERSEATINEIE _MERMUREZH -

China, During its National People’ s
Congress (NPC) in March, Beijing set a
lower 2021 GDP target of 6%. The Chinese
economy already expanded 6.5% in 4Q20
alone. This rebound has been accompanied
by a boom in the property sector as new
home sales soared 130% in 1Q21 while
property investments rose 35%. China’ s
medium to longer term consumer loans,
comprised mainly of mortgages, rose 72%
in first two months of 2021. On top of which,
the RMB appreciated almost 10% over past
12 months. To slow things down, PBOC told
banks to not exceed 2020 loan levels in
2021. In addition, PBOC tightened fintech
and consumer lending platforms, as well as
cross border lending, which constrains
foreign banks’ ability to expand in China.

PEAKRE=FN2021MGDPR KB RR EE
BRIERI6% - PEZITRAEE202055UFTAA
K 16.5% X MRFEFE2021F5—FAsprr=
EHEHEEMK 7 130% M A= REFRT
35% - H2021FER A - FEPKAFEHEE
HREAM N ABEBKT2% - FRIEZ5
ARMEIERLZ2PMRA LR T10% - ATER -
PERTEMRIT202INERERASBI
20204 - FHIRGEZREHR - PABRFES
BIRER  MBRERERMRTEFEHRRE
AIBENIRARIRZIR -
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Europe fell behind in the vaccine rollout.
We actually do not find this a concern as
Asia saw similar delays in Jan & Feb; by
March parts of Asia are rolling out vaccines
very quickly. We would assume Europe
follows Asia in similar fashion and catches
up by summer.

The Suez Canal accident clogged and
backed up over 250 ships, causing further
delays in what is already uneven logistics.
Unstable delivery has caused inventory
havoc, ranging from semiconductor chips
to household products. Initially the
problem was a temporary delay in supplies
as factories shut down when the covid
pandemic first hit. However, consumers'’
changing habits of using more electronics
(fueled by the pandemic) only made the
problem worse. As many services were
unavailable, consumers used the extra cash
to purchase more goods. Even the mighty
Apple, the world" s biggest buyer of
semiconductors spending $58B annually,
was forced to delay the launch of the
much-hyped iPhone 12 by two months due
to the shortage. Luxury retailers like LVMH
and Chanel are seeing record sales in Asia,
in particular China.

B EREET ERLEMER - BRIFER
HRAANAZZ—DEEE - AAINE—_FRY
Mg ARLURER - =R E RS
ERMESTDRE - FA 0] BUERTRON S TN
ARLRERE - AEERNEBELHE -

NP LTINEESB250 M B EZEFBIE -
BIERRAT AR ENIES - AR2E
RILERGN EREARANEBRAMAR] BT
ERAEUEFSETREEXRARINEFRANRX
X o BRICZON - HBRBRANEBRAMESE
RBFIRENIFILENOBEEIER - BN

FZRIEL - HEREBERTIMITEERWE
BEZWTm - METIKEANESHERF

FIEBR580ILE R MWERE N AR MBIBILER
A tiphone 12 - EZRMELVMHA
Chanel Tl HESL OIS - FrlIE2FEH -
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India saw a “perfect storm” for covid to
re-spike in Mar; a confluence of careless
crowd behaviors, loosening of
governmental vigil, and mutations of the
virus. The decline of covid in between Oct
2020 and Jan 2021, plus 60M vaccines
given, gave rise to a popular belief in India
that the danger had fully passed, and false
assertions by some experts and politicians
that India had attained herd immunity. The
western state of Maharashtra contributed

less Investment Gr

2021 June

EEE=RAEANEXRNER - BIFEHINRR

VUK msEFEMHEmtBELP - 2020F
TRE2021F— R NEBREI R T 7
EHERKEGN E-EETREBEERNSIER

FENEABLRESERREIULINEAREERS

BANETY - HNEMBNS GRS NFE R

IEBRERE TN RINRZHNREALY 25
SIS BB ARSEI2AA - 2T

ENES e ABRE N FAINFR2G5T

A - IRIBEHBUGRS - BIGAIMRHUFR R

FBANHAZENE62% -

the bulk of active cases in this current surge.
Currently, Maharashtra has 320K active
cases, far ahead of the second highest state
of Kerala, which has 25K active cases.
According to a recent government study,
Maharashtra accounts for 62% of all active
cases in the country.
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In South Korea, President Moon Jae-

in" s ruling party suffered a major defeat
in key mayoral elections -- Seoul lost
57% vs 39%, Busan lost 63% vs 34%. The
election was widely seen a key
barometer for potential political shifts
for Moon" s Progressive Party with less
than one year before the Mar 2022
presidential election. Moon (a liberal)
took office in 2017, promising to create
jobs and a level playing field for all
Koreans where hardworking people can
afford a home and raise a family. But the
median home prices have surged more
than 50% in Seoul since 2017, the fastest
pace in the world. Runaway home prices
and an ongoing investigation into
accusations of insider land trading,
involving employees at a state housing
developer, politicians and other officials
have been headline news. The
administration has also been hit with sex
abuse scandals and souring ties with
North Korea. All of which has wiped out
Moon’ s popularity gained from his
good handling of covid.
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MHRANEERASHHEREREEE
ShERExEDPRE - 82ERERXR3%
57 %A KE L134%%163% - XD ERTHAY
HEEREWINF AN B ERIBUNETR -
NEEE2022=RAAENR—F - XEEHN
THA%RT2017 - HEESNMBHEALIE
THENESMAFEN TSR - L= TIER
HEADLIABGEEEMERZE - B8
IRPENENB2017FLLKEL K 750%
REKZRESEHRZE - WELREBZRE
REMNMEN LMANLRZIRENEE - B
BESIEFARRENAL - HEMEMAE
RAAA - TATEHE TR HE & SIEEHR
UsmBESL - MXEERZEHZBSEM
FRIRIXCLERE L2t A EHT B R -
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2021 Q1 Financial Market Review
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It" s been an eventful start to 2021. A new
U.S. president with $1.9 trillion to spend,
amateur traders taking on seasoned hedge
funds, hot oil, digital art selling for tens of
millions of dollars and grizzly bears in the
bond markets.

2021FMNE—FRETREZS  ERHLTI
ETMNEELRSLE - REMFESARER
FERNPESE  ANTHEXR - BHFZAKE
mAEARS ELIBEHETSNAER « AERIL
S -

A year into the coronavirus pandemic, the
focus has been on the vaccines vs variants
battle crucial to restoring some normality to
the world economy. AstraZeneca vaccine is
widely available now in Taiwan, while more
and more countries including Germany and
France has suspended it due to the side
effect. On the other hand, J&J vaccine is
also been banned for blood clot, and
casualties caused by Sinovac vaccine has
gradually increased. Until today, vaccine
hasn’ tyet been 100% developed and
COVID is continuing to spread and variant,
resulting in world economy remains the
status as 2020 Mar. Bubble travel around
the world has been vetoed, including the
one between Singapore and Hong Kong
which should happened on Dec 2020.

NEEEESEBY—F  NSEETHER
ETERRBENEE  MEFHNERTGNHEHRE
FEEEBREERREE - AstraZeneca’E /|
EAEBIEE ZNST - BEAEEREL -
HXHZIEZEEXRVSEAF - MIUER
FAAMBRMEREREKZE  dERBERNGT T
FEEK - HAREESEARAER - MESH
SLTRYT BRATBIR - SHEKRE T INES
2020=AE/EIR - mACKHE REMAEER
HIFZERRIEED - BRI SEEE2020

FI2REREINA22S it 2B shREENF -

It has given oil its best start to a year since
2005, with a 25% gain. World stocks have
hit a few new highs, too, but it' s a very
different story from last year’ s. Whisper it,
but some of the fabled FAANGs and other
stratospherically valued stocks like Tesla will

-05-

end the first quarter lower.

[FORMAZES —FAHk25% - 8 F2005F LAk
EEFAS - MSCIIBRE2IKMIAEHTES
—FEZRMEHE  RETASEFRIMLE -
MIE—REFAAMGIR B 5 Bl S E G B S
LR - E—FHRIEBRIFERE -

From their January and February peaks,
funds or stocks linked to innovation —the
ARK Innovation Fund, Tesla, solar energy
stocks, BioTech shares and special purpose
acquisition companies or SPACs —are down
20% to 30%. The dollar has made the
multitude of investment banks that
predicted its fall look foolish by having its
best first quarter since 2015 and any
quarter since 2018.

S5eBERNESE - RENTIM--ARKEIFHE
£~ KPHEER ~ EMRIR - LB MENER R
MAFHERNWW AT (SPAC) RIS R
MK 720-25% © ETTABRIF2015FKERM
BHFNE—F - ME2018FE—FERINEE
7 SRZBEBERETHRITENMET -
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Oil" s hot streak has seen the Canadian
dollar and Norwegian crown outperform.
Britain’ s pound has, as well, thanks to the
UK’ s rapid COVID vaccine rollout
programme, but emerging markets have
suffered. Brazil’ s real and Turkey’ slira
have followed last year' s 20% battering with
further 10% drops. Remarkably, the lira was
the world' s best performer for the first six
weeks of 2021. Then bond yields and energy
prices kicked higher and President Tayyip
Erdogan sacked another central banker.

AMAKEBN NI (CAD ) FibE5EEE ( NOK )
FIRY - EENYATNAE SRR B E P
X B AZRBAMKIRK - BFEET
/R (BRL) fI+-EHEH (TRY ) hEFHK
20%fG - BHEL0% - TEEBHNIESFERIN
NEEEZERENRERT - BEXEFKWE
EMERMBEFA ; ARBGIERZ L ( Tayyip
Erdogan ) X8 7 —U T HERITLEH -

“Itis all been about the decoupling between
the U.S. and the rest of the world,” said
Axa' s chief economist, Gilles Moec,
highlighting that at over 6%, the United
States is set to grow at its fastest since 1984
this year and faster than China for the first
time in at least 20 years.

FrX—tES5EESHREMMSRAER - |
ZEREFEAZF D IMGilles Moecii - Fi2IFS
FEFZLFIBEERGEBE6% - Mol NEE
1984 F R RiEE - MEAZREV20FEREEB
FohfE -

Oil and an industrial metals like copper have
soared on global re-opening hopes, but safe-
haven gold has lost 11%, marking its worst
start to a year since 1982, albeit after a near
25% leap in 2020.

EBARKBSEEHPLZUSH - SBERATK
—f& - BEFRKXELESHESELUXRDA
5-10%897%k1E - (B/NESEMEBRTYNEEX
X

Last week' s blockage of Egypt’ s Suez canal
saw some shipping rates double, and electric
car demand means palladium and platinum
and are still 5-10% higher this year, but wheat
and other key food prices have wilted badly.

less Investment Grc
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At the other end of the investment spectrum,
battles still rumble between online retail
investors and the hedge funds who bet big
money against so-called meme stocks like
GameStop.

The video-game retailer’ s shares soared as
much as 2,700% in January, when millions of
small investors, egged on by social media,
employed a classic Wall Street short squeeze
on Wall Street itself. It is still up 950%
whereas the main world stock index is up
only 3%.

H—HH  HFNESN PEEZENmemek
SERNBINERE - R EEBGameStopR 1N
FE1IR—EMIAKA2 - 700% - TEF R AR
BN - BUIB AU B8 Y — IR R IE
IREELZEAX - GameStopl T SELIFKINA
950%HRYV7KIE - MSCIRRRR 2 Ik e BN ik
3% -

“Compared to the unusualness of Q1" s
catalysts — a last-minute Democratic sweep, a
surprisingly large $1.9 trillion U.S. stimulus,
meme stock trading, bubblettes bursting —
Q2 will probably look less dramatic.” said
JPMorgan’ s cross-asset strategist John
Normand.

"E—FHATRSEATENAUEE : B
SEBE—ALETERSAFR - LIZET
ERIBL RIS - meme RIS KIRE, A
—Z4Ath - H_FEERRTEASBLBYE
¥ - ) EARABMEATHEEohn Normand
54 -
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Ever since the pandemic, Taiwan stock
market has been extremely active and top
most of the countries on growth. Many fini
starts to notice Taiwan markets while at the
same time Taiwan has been recognized as
the safest country under COVID-19.

aZBRER - ERMHHETDES - KEk
BAEIKALE - W2 HEFRETIEE -
mazZtRtFRSETAEE FRLENER
Z— o

2020 TAIEX up 22%, and 2021 has already
surged 16% ytd. However, the industry
performance is beyond expectation. In 2020,
TSMC (2330.TW) outperformed Taiwan
stock market with market cap rising over 5
trillion TWD, while in 2021, funds on the
market start to redirect their targets from
tech to material, construction......etc. the
market atmosphere has become very
positive, allowing traditional industry stock
to reach limit up first time in many years,
such as CSC (2002.TW) and USI (1304.TW).
on top of that, EMC (2603.TW) stock price
has risen over 80 dollars under pandemic,
market cap surpass Largan (3008.TW) and
UNI-president (1216.TW) reached 400
billion. TAIEX has performed really well with
1 g ' o multiple industry thrives, while this surprise
,yg.,;,,ﬁﬁ",”lm", L T i stumbles at the mid of May 2021.

2020F REBEIATKIE22% - ZI2021FBRIEE
16%ytd - BF=RIMABF IR - QEE
2020F R RZRNEZSIRE - HEMNKD
Jgam - 1B2021FH#E - MR ERRFE -
MR BRI - B .. EFHER - AEh
MEASAIFEIER - MIEZFRIKAEK
SAT - B0 il 5FLLEF - MKRRBEHE
BEZT - RN —EHM0R - H1EILk 4000
ICIERBBEZBRERILE - EFmkfi—
LZRAENRAT - LEERIER - B 1
REEDLRVBEELR -
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TAIEX reproduced the COVID-19 panic of
March 2020 in mid-May 2021. On 10t of
May, the index which seemed to have
stopped falling dropped from 17,235.61 to
lowest 15,165.27 because of local infected
cases with unknown source being reported
one after another leading to the outburst
of panic sentiment. It set a record of
largest two-day decline in Taiwan stock
market. Due to the sudden situation,
margin, which was already vulnerable from
beginning of May, sell-off flooded to the
market. At one point, hundreds of stocks
hit limit down during intraday trading time
which has not been seen for more than an
year. In fact, in addition to local cases,
there is a more important factor been
concealed by latest epidemic news.

TSMC' s (2330) revenue in April
unexpectedly met 9-month low (excluding
February due to CNY).

Since the beginning of this year, the
financing balance has risen all the way to
274.063 billion TWD on April 29th, an
increase of 46%, far exceeding the 20%
increase of TAIEX. It shows that the chips,
technical indicators, and turnover amount
have been overheated. The market should
be correspondently cooled off and
corrected. The outbreak of the pandemic
finally gave a break to this frenzy. However,
since the outbreak of the epidemic in
March 2020 in the U.S., the stock market
still managed to skyrocket even after the
lockdown and work shutdown. Nikkei and
Kospi gradually disconnected from the
local infected cases as they increased.
More importantly, this cast point is
different from March 2020. There are

less Investment Gr
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vaccines and effective treatments. Infected
cases in U.S. are declining day by day with
the introduction of vaccine. In other words,
the market might still be shocked by the
outbreak of local pandemic. However, with
the implementation of the precaution
measures and gradual control of epidemic,
the focus of market will eventually get
back to industry analysis itself.

S1tRmE2021F AR P BREMN r2020F
3 ARV BRIE - RA 5/10 EHUER L
ERROINANFEEL - &= IR B RCGRKIR AR
NARLRAE - BbREERERA - BE 21
RHHM 17,235.61 R M REIFKE15,165.27
= BRE 207034 = - B FEKR 2 HE
AREKIBLER - BT RRKRNKIRAR - 515K
S 5 BYMEAR ARIRAESZEMEML -
BER-—ELE—FZAUNERKERR - 5
SLE R FRR YRR - BE—1TEE
ENRRBEFENHERES - BRSNS
(2330)4 BfpEW - == E0H 9 MNHFE
(1B 2 B ) - SELIRMEART—BEF
£ 4 H29 B8 2740.63 127t - 18IS 3L 46
% - miBIEK 20% 8UkiE - BRED 1%
ANiEt - ERSFHEERN - BRNEER R
5L - BERBRAKLTIERKIERTIER
2 AP EEMNE(2020)F 3 BEIBRALE -
BIEEn i - F1 - RHEZKEREL -
FENEARWKRT - BEROIBEVEN - hE
M52 BEENE - WEXTNERS
2020 £ 3 HAR - BBEEE KA TAR -
ZERRAIMEZREEAENRTT - ZH TR
b M ER  AETHYUELESREAR LT
EBERAKNERDD - BBEERHZEIEMSCHE -
B EEAES - HIARENERFE R AR
5.
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Keynote Sharing: Economic Bubble

FHEDE: 25K

Taiwan index breaks through 12,249 points
on Jul 7, 2020 after 30 years and
continuously setting new ceiling to 15K
and 16K milestone. After 2021 February,
Taiwan index still remain above 16,000
points. Chairman of FSC Tian-Mu Huang
stated that the rise of Taiwan stock market
has built on solid fundamentals and should
waiver the concern of bubble.

SRE2020F7A7HUBI0FELHE - F8HE
12,249 - Z IR EFRFESRMARIEN - B
"hAs ~ TN, BRER - 5E22021F2H
FREAIE - aR11EL6000R LB - £
BERTFZERNTRR R EREEREX
Z . NBEBREREREE -

The majority of stock markets has been
bullish since 2020 summer. Hence, warning
for bubble collapsing appears on the

market. Forbes top 100 billionaires, Carl
Icahn, suggested at the start of 2021 that

“people always tlak about how this time
might be different, but the facts is never
like this. No one can predict when will it
happen and eventually results in painful
correction.”

ZHEIKRHE2020FE REFBE T R4 -
R R AR RN ESE AL -
(EtEL) BAEEFEEEFR/RFIR ( Carl
lcahn ) 2021FEYRE - " ARSI RIEY
ER—1  BLNKEALZXHE - SRBABEM
MEaN=E%E - B& %%BAﬁF EELE

( painful correction ) -

Asian Markets 1Q 2021 FY 2020 | Other Markets 1Q 2021 FY 2020
(local currency) % Chg % Chg % Chg % Chg
Taiwan 11.5% 22.8% | EuroStoxx 50 10.3% -51%
Singapore 11.3% -11.8% | DAX 9.4% 3.5%
Thailand 9.5% -8.3% | MSCI Europe 7.8% -5.4%
Japan (Topix) 8.3% 4.8% | Dow Jones 7.8% 7.2%
Vietnam 7.9% 14.9% | S&P 500 5.8% 16.3%
Korea 6.5% 30.8% | MSCI World Index 4.5% 14.1%
India (Nifty) 5.1% 14.9% | FTSE 3.9% -14.3%
Hong Kong 4.2% -3.4% | Nasdaq 2.8% 43.6%
Australia 3.1% -1.5% | Brazil -2.0% 2.9%
MSCI Asia ex Jap 2.3% 19.8%
Indonesia 0.1% -5.1%
MSCI China -0.2% 26.7%
CSI 300 (A-shrs) -3.1% 27.2%
Malaysia -3.3% 2.4%
Philippines -9.8% -8.6%
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“As a market historian, it will be a pleasure
to experience a major bubble collapse
again." Jeremy Grantham who aged 80
and successfully anticipated the 2000

“.com” bubble and 2008 subprime
mortgage crisis has published a public letter

“waiting for the last dance” on the
beginning of January. In the letter, he
pointed out that there are various crucial
phenomenon for bubble examination, such
as extreme passion to long position, a
broad report to stock market and, last but
not least, the rise of hostile to short position.
He also mentioned the following crazy sign,
financial news become headline, evening
news talking about stock market, Gamestop
and Tesla...etc.

TA—EBHIAEER - BEBREA—17
BEARPKRTER - o B880% - Z AL IH I
2000%F ".com; MEEEFR 52008 FEERE
ERNZNREEZREKR - BHDY (Jeremy
Grantham ) 1 AUt B AEERMU ASE R
E—%%) (WAITING FOR THE LAST
DANCE ) At AL AFE - f5sHHAEI T
MY ERNEZENR—— " WZLARFINE -
WRESEMANZRSG  UAREZNEX
ZEAHHE LA - L SHADNTRE - BRI
TEYK - TMEFE AL - BB ERE
st GameStop ~ FHHEIRISRIEIT RN, -
AN RABASEROER IR - IRHLEB O ETER
BE - WIEARTHWENHIERBES - m
EERBEFAEFRMEN - AN BERMS
RI mipLERRBRE—RER -

AN BT e :
BRW? )54 [P b
\F'ﬂ“ AR R SN

[ T sy e
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B Followings are five stage model of
Minsky-Kindelberger market bubble.

Stage 1. External impact due to
revolutionary new technology, encouraging
investors to expect great change on market.

Stage 2. As the fundamental improved,
price went up with lots of media reports and
speculator frenzy.

Stage 3. Trading volume and price surged

with leverage. Markets went into extremely

exciting phase.

Stage 4. Several capitals noticed the bubble

sign and insider started to clear position

and book profit.

Stage 5. Panic and bubble collapse.

Grantham implies that we have already

stepping from stage 3 to stage 4.

B DTRBER-SEEE0
iR A ERIEE

F—hE - AAMBAZEESIMEPE - £
BATEHIAF LI E AN -

FE_ME - BEEREUETEOME LK - K

ERIMRS - REARNIE -
F=ME - BERHE - MEK - AT

R IR AFENENMNE -

EkER - BRI EEARRNINS -
NEBA LT IaSE BT ~ 3RF) 745 -

BAMER - 3R DFRBBENE -
MBHINET - R ICEEE=NERANE
HAZE IS -


https://www.gmo.com/asia/research-library/waiting-for-the-last-dance/
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Four indicators to see if the bubble is collapsing.
MXERMEESEA/RACHGE !

Indicator 1. Buffett Indicator
5n— - E3ERER

In December 2001, Warren Buffett stated in
a Forbes report that the ratio of equity
market cap to GDP can be used to
determine if the overall stock market is too
high or too low. Hence, this method is
named Buffett indicator to trace if GDP is
able to keep up to stock price.

2001 F 12 A - REEERE (BEL) KRS
iR : RTh S H1EHM GDP ( ERNEFEH )
WLEE - JRARAMBARTEEISNET
B - HUIEXF RS R RIRESEF 1R - B
REBIRETGDPEEAER LR TKS -

Market analyst Holger Zschaepitz of

German media Die Welt also emphasized
this milestone on Twitter for the first time.
He stated "Buffett Indicator has reached

240

0 I £& 8K
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Percent
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40

new high. Currently, the equity market cap
globally are equivalent to 123% of Global
GDP, bubble is getting closer to

collapse.” Buffett theory believes that the
reasonable range will be 75% to 90%, while
exceeding 120% will be overestimate on
stock market. Based on this sense, US stock
is certainly pricy (206%) and the indicator
goes higher than year 2000 and 2008.

EE A Die Weltmiian#r)fHolger
Zschaepitzth B RS LRIBILERRE - #th
Fon - TEERRERCINOENS - WE - 2
KKREMMNEAEST2IKGDPI123.4% - i
KHFEAEAR(E, - BIERAIBICIEEIAA
75% ~90% NEHEHXIE - #83d 120% N2
mERHEE - NS AERERERHESSE
& - BIEwmEEST2000F520084F -
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Indicator 2. M2
Bt - M215tR

M2 Indicator is mostly for identifying
overall financial market situation,
including demand deposit, checking
deposit, time deposit, postal saving and
foreign currency deposit. In other word,
equity market cap divide M2 can
determine the level of capitals investing in
stock market, when the ratio goes too
high meaning the share price is too high.

M2iatrZ Rk RREAERMHIpREE R -

BREHEN  XREFR - EHEH - Bl
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mits ) ERTHEE - SttEIEARK
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This indicator is more reflective than the
buffet indicator of the QE policy of major
central banks around the world since
2008. Last year, under the strong easing
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of the Federal Reserve, the balance sheet
increased by more than 3 trillion US
dollars, and the annual growth rate of M2
money supply reached more than 20%. In
the case of sufficient funds, dividing the
total market value of stocks by M2 shows
that the current stock price has not yet
reached the historical high in 2000,
indicating that the current amount of
funds has not been over concentrated in
the stock market as it did during the dot-
com bubble.
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Indicator 3, Schiller PE ratio
f6¥n= - BENARZELE

The Nobel Economic Price winner Shiller
proposed a formula with market
environment taking into consideration
in the 1990s. The stock price index is
divided by the 10-year average profit
adjusted for inflation and seasonal
factors to calculate the “Cyclically
Adjusted PE Ratio, CAPE" . The higher
the CAPE, the greater the overvaluation
of the stock price.

BIUREFFRSERES (Shiller) £
1990F R EER "MmimifiRE, HAT -
RRMEERUZBEEEK - TTTERS
AR 10 FFE5%RF) - HEY TRRIEE
fEA&zEE ) ( Cyclically Adjusted PE ratio,
CAPE) - X1 CAPE RIS - RERMNEMLHN
TREAK -

Looking at the S&P500 index, although

Shiller’ s current PE is higher than in
2008, the second peak in 20 years, there
is still some distance from the dot-com
bubble in 2000. The PE ratio adjusted by
the business cycle can avoid the sharp
drop in single quarter profit during the
economic turning period, causing sharp
rise in the PE ratio, and it is more able to
determine the evaluation status of the
stock price at the level of cycle.
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Indicator 4, Excess CAPE Yield (ECY)
fE¥nY - BBENAZEELIREN

Shiller found that CAPE can not 100%
reflect government’ s monetary policy
on the stock market. Hence, he
proposed “Excess CAPE Yield” (ECY) to
include yield rate into factor. ECY stands
for the actual excess return of stock
interest rate (1/CAPE) relative to public
debt (10-year US treasury bond yield).
The higher the ECY, the better the
expected return of stock relative to
public debt.

BN &I - CAPEFRIRICA R SE 2 N AT B2
MEERX KRHEm - FAIGRE "EEEE
EARTECIREM . (ECY) - WA THEFIE,
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R ) WSEEUEBEREN - ECY Al - URR
SEN T ARAEBERTRARE -

There are two ways to interpret ECY
index, absolute and relative value. The
absolute can
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refer to substantial excess return
(annualized return) of the stock market
in the next 10 years; the relative
represent “when the stock price rises
to a high point, investing in stock
market might result in lower return in
the next 10 years, and the ECY index will
be lower simultaneously.” Today, the
ECY index is still high compare to the
dot-com bubble or financial crisis,
indicating that the stock market is still
more attractive than bond market.
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Nasdaq continued to hit a new high in 2021,
but such rise was not due to FAAMG stock
(Facebook, Apple, Amazon, Microsoft,
Google). After the COVID-19 outbreak,
various countries implemented a large scale
of QE to prevent economy from collapsing.
With US government unprecedent bailout
amount, financial market has entered bull
market. Bitcoin has up 600% last year, while
it is not the only investment instrument that
reached history high. Now the bubble has
formed with all kind of things have soared to
an unimaginable level, including Ferrari toys
replica, bull gallstone, online monkey
icon...etc.

A AR E2021F WL CIFS - ML ARIEAD
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According to Bank of America’ s data, since
last March, 50 trillion US dollars flowed into
global stock market or 6.2 billion per hour.
Almost ten times faster than post 2008
financial crisis. Other than stock market,
items on auctions have risen to an incredible
level. The Nikkei News reported that the
price of ox gallstone for Chinese medicine
has doubled, a Ferrari toy car replica has
been sold for 120 thousand Euro, a bottle of
wine from Romanee-Conti can cost more
than a hundred thousand dollars and a
baseball card can sell for millions US dollars.
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These can also be the phase three of the 5
stage market bubble model — Market
become extremely exciting. However, it
might simply because of the pandemic
which limit consumer normal expense.
Statistically, the bubble is currently being
strongly backed by government, therefore,
there is no danger of bubble collapse so far.
Back in 2013, after the FED implied to reduce
asset purchasing and QE, market
plummeted. Hence, government will react to
market sentiment more conservatively. Also,
Biden government strives to shift the
funding policy from giving directly to people
to expanding infrastructure, making sure QE
side effect do not pose too much harm.
However, the party will end, and when that
day comes, fixed income will be the battle
field for everyone to march into. Therefore,
nowadays bond yield remains high up, and
bond price fell drastically. Maybe it is a good
time to get into the market?
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