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Vaccines and variants:
Plotting the path to
stock market success
New variants are stoking COVID-19 angst, but we see
vaccination programs prompting a global growth surge

Many see the achievement of COVID-19 herd immunity as the lynchpin for economic
and market recoveries. Data scientists and healthcare analysts from BlackRock
Fundamental Equities are tirelessly tracking the trends in infections and vaccinations
around the world to form a view for the road ahead.

Will there be herd immunity from COVID-19…
and does it matter?
Vaccine development has been a resounding success. Efficacy levels above 90% surprised markets when data was
released in November. The key limitation is speed of rollout. Israel is leading the way, the UK and the U.S. have made
reasonable progress, and Europe has been hindered by production setbacks. So when will we see the end of COVID-19?
The immediate purpose of vaccination programs is to lessen the severity of the disease and relieve the stress on
public health systems. When this happens, governments may consider lifting lockdown measures. Absolute herd
immunity — the kind we see with diseases such as the measles — will be difficult to achieve this year. This is
because the disease is so infectious, the level of global immunity remains low and large chunks of the population
won’t be vaccinated — children, and those who decline to have the jab. For herd immunity to happen, around
90% of the population would have to be immune, and that’s unlikely in the near term.
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When to expect relief
The impact of vaccinations starts to filter through to the COVID-19 data within roughly a month — this is the time
it takes for the differences between those who have been vaccinated and those who haven’t start to show up.
Data from Israel confirm this. See the box below.
Ongoing vaccine rollouts — combined with localized lockdown measures — means the data could improve
enough for restrictions to be lifted in the UK around April (see the chart below), and slightly later in Europe given
the problems there with vaccine production. The U.S. is somewhere between the two and varies by state. At the
beginning of January, only around 35% of vaccines distributed in the U.S. had gone into arms. This is now 50%
and we see this improving further as rollout continues.

Easing the strain

Estimated reduction in global hospital admission rates given vaccine rollout

Reduction in hospital admission rates (%)

80%

60

40

Vaccination
milestones: 20-30-50
Based on our analysis,
we expect mortality
rates to come down
once 20% of
populations — the
most vulnerable —
have been vaccinated.

20%

The number of
intensive-care
patients in hospitals
should drop once
about 30% of people
have been vaccinated.

30%

It may require 50% of
the adult population
to be inoculated
before the pressure
on hospitals can fall
significantly.

50%

20

0
24/1/21

24/3/21

24/5/21

24/7/21

24/9/21

● EU ● UK ● Israel ● U.S.
Source: BlackRock Fundamental Equities, Feb. 2021. Notes: The chart shows the estimated drop-off in
hospitalization rates as countries roll out vaccination programs. Our analysis is based on official information
about vaccine programs, availability of vaccine supplies, efficacy of vaccines, an estimated vaccine take-up rate
of 80% and a five week lag between vaccination and reduction in hospitalization. This is for illustrative purposes
only. There is no guarantee that any forecasts made will come to pass.
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This is the current state of play, but with potential for more upside than downside. Approval of the
Johnson & Johnson and/or Novavax vaccines would provide enough total supply for coverage of the developed
markets by the end of 2021 and could be a game changer. In particular, the Johnson & Johnson vaccine is
administered in a single shot and would rapidly speed up immunization efforts — and trial data shows it has
85% effectiveness against severe disease. Distribution could potentially begin in the middle of this month.

All eyes on Israel
Data from Israel is encouraging. Three weeks after 10% of the population was
vaccinated, there were 60% fewer infections among the vaccinated cohort
versus the population as a whole, according to a study of 50,000 people in
Maccabi. And for the first time, there was a decrease in the number of
hospital admissions for those aged over 60, with numbers still rising for
younger people yet to be vaccinated.

60%

fewer
infections

Should we be worried about the virus variants?
Viruses mutate to survive, so there is nothing unusual about the emergence of new variants — and we should
expect more to pop up. Recent clinical data confirms our view that the vaccines will still be effective against the
new virus variants — yet to a slightly lesser extent. And they still look to be highly effective against severe disease
and hospitalisations, which remains the most important metric for reducing lockdowns, in our view. For example,
a trial shows that the Novavax vaccine is only 10% less effective versus the UK strain from a high starting point
of 95%, and 60% effective versus the South Africa strain — still effective enough to provide immunity. The J&J
single dose vaccine showed 85% effectiveness against severe disease. These numbers are highly encouraging.

“

 e’ve always
W
said vaccine
rollouts would
be difficult and
political — and
they have been.”

– Sarah Thomas, Head of Healthcare and
Co-Head of Research for European Equities

It is vital to keep an eye on variants and their potential ability to wriggle out of the clutches of vaccines. If new
vaccines are needed, then this can be done quickly. Moderna said it can create and ship a new vaccine in 42 days,
and Novavax will start a trial in the second quarter with a new variant. All of this gives us confidence that
vaccination programs will continue to do the hard work of combatting the virus and facilitating economic and
market recoveries this year — while pharmaceutical companies continue to improve vaccines behind the scenes.

What might this mean for equity markets? Party
like it’s 2005
We expect an economic boom after COVID-19 restrictions are lifted. There is a huge amount of money sitting in
people’s bank accounts ready to be spent, and fiscal stimulus efforts in Europe and the U.S. should also bolster
consumer spending. We could see the sort of global, synchronized growth rates last experienced in 2005. This
means that sectors and regions that have been underperforming since the global financial crisis could now take
off — and some sectors that have enjoyed a stellar run may begin to underperform. This is a fantastic
environment for stock pickers.
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Picking the winners

Areas of caution

A robust macro environment will benefit companies that can rapidly speed up production to meet surging
demand, and have the ability to raise prices as supply remains limited. Mining companies are a good example.
Demand won’t just be coming from China — it will be global. Other sectors well placed to increase both prices
and supply are industrials, materials, chemicals and semi-conductors — where supply is limited and demand
from many industries, including electric vehicles and electronics, very strong.

Not all growth companies — companies that grew
in an environment of low global growth over the
past decade — will keep delivering for investors.
There is not necessarily anything fundamentally
wrong with these companies, but earnings
expectations are very high — reflected in lofty
valuations in certain areas of the U.S. tech sector.
These companies may struggle as investors spy
returns in previously under-owned sectors and
parts of the world.

We believe consumer spending is set to soar this year and throughout 2022 as government restrictions are lifted
and unemployment rates fall. People are desperate to go on holiday and eat and drink out in the company of
friends. Restaurants should come out of the pandemic with improving margins and revenue. We also like the
luxury companies that will benefit from travel – building on a solid performance throughout the pandemic.
Cognac supplies are running low in some parts of the world, Ferraris are zooming off the assembly line and
demand for Cartier jewellery added some sparkle to Richemont’s results at the end of 2020.

Of course, this is all reliant on the global vaccine
program being a success — and our base case
remains that it will be.

Summing up the supply
Company

Vaccine type

Phase

Production capacity in 2021

BioNTech/Pfizer

mRNA

Approved

2bn

Moderna

mRNA

Approved

1bn

Oxford/AstraZeneca

Non-replicating viral vector

Approved (awaiting U.S.)

3bn

J&J

Non-replicating viral vector

Phase III

1bn

Novavax

Adjuvant protein sub-unit

Phase III

2bn

Source: BlackRock Fundamental Equities, respective companies, Feb. 2021.

People

Profound curiosity, deep conviction

Purpose

Active edge, sustainable outcomes

Perspective

Astute, diverse, panoramic

Performance

Long-term lens, risk-aware results
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Risks
Capital at risk. The value of investments and the income from them can fall as well as rise
and are not guaranteed. The investor may not get back the amount originally invested.
Past performance is not a reliable indicator of current or future results and should not
be the sole factor of consideration when selecting a product or strategy.
Changes in the rates of exchange between currencies may cause the value of
investments to diminish or increase. Fluctuation may be particularly marked in the
case of a higher volatility fund and the value of an investment may fall suddenly and
substantially. Levels and basis of taxation may change from time to time.

Important information
This material is for distribution to Professional Clients (as defined by the Financial
Conduct Authority or MiFID Rules) and Qualified Investors only and should not be
relied upon by any other persons.
Until 31 December 2020, issued by BlackRock Investment Management (UK) Limited,
authorised and regulated by the Financial Conduct Authority. Registered office: 12
Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 3000. Registered in
England and Wales No. 02020394. For your protection telephone calls are usually
recorded. Please refer to the Financial Conduct Authority website for a list of authorised
activities conducted by BlackRock.
From 1 January 2021, in the event the United Kingdom and the European Union do not
enter into an arrangement which permits United Kingdom firms to offer and provide
financial services into the European Economic Area, the issuer of this material is:
(i) BlackRock Investment Management (UK) Limited for all outside of the European
Economic Area; and
(ii) BlackRock (Netherlands) B.V. for in the European Economic Area, BlackRock
(Netherlands) B.V. is authorised and regulated by the Netherlands Authority for the
Financial Markets. Registered office Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 –
549 5200, Tel: 31-20-549-5200. Trade Register No. 17068311. For your protection
telephone calls are usually recorded.
For qualified investors in Switzerland: This document shall be exclusively made
available to, and directed at, qualified investors as defined in the Swiss Collective
Investment Schemes Act of 23 June 2006, as amended.
The information contained in this document is intended strictly for sophisticated
institutions who meet the description of a Professional Client under the Conduct of
Business (COB) Module of the Dubai Financial Services Authority (DFSA) Rulebook,
and who are: in the Kingdom of Saudi Arabia — Exempt Persons, Authorised Persons
or Investment Institutions, as defined in the relevant implementing regulations issued
by the Capital Markets Authority (CMA) of the Kingdom of Saudi Arabia; in the United
Arab Emirates (other than the Dubai International Financial Centre (DIFC) and the Abu
Dhabi Global Market (ADGM) financial free zones) — non-natural Qualified Investors
as defined by the Securities and Commodities Authority (SCA) Chairman Decision No.
3/R.M. of 2017 concerning Promoting and

Introducing Regulations; The information contained in this document, does not
constitute and should not be construed as an offer of, invitation, inducement or proposal
to make an offer for, recommendation to apply for or an opinion or guidance on a financial
product, service and/or strategy. Whilst great care has been taken to ensure that the
information contained in this document is accurate, 58 no responsibility can be accepted
for any errors, mistakes or omissions or for any action taken in reliance thereon. You may
only reproduce, circulate and use this document (or any part of it) with the consent of
BlackRock. The information contained in this document is for information purposes only.
It is not intended for and should not be distributed to, or relied upon by, members of the
public. The information contained in this document, may contain statements that are not
purely historical in nature but are “forward looking statements”. These include, amongst
other things, projections, forecasts or estimates of income. These forward looking
statements are based upon certain assumptions, some of which are described in other
relevant documents or materials. If you do not understand the contents of this document,
you should consult an authorised financial adviser. None of the various financial
regulatory authorities in the jurisdictions above (the “Authorities”) are responsible for
reviewing or verifying any information contained within this document or any other
materials in connection with this document. Accordingly, the none of the Authorities have
approved this document or any other associated documents, nor have taken any steps to
verify the information set out in this document and have no responsibility for it. Blackrock
Advisors (UK) Limited - Dubai Branch is a DIFC Foreign Recognised Company registered
with the DIFC Registrar of Companies (DIFC Registered Number 546), with its office at
Unit 06/07, Level 1, Al Fattan Currency House, DIFC, PO Box 506661, Dubai, UAE, and
is regulated by the DFSA to engage in the regulated activities of ‘Advising on Financial
Products’ and ‘Arranging Deals in Investments’ in or from the DIFC, both of which are
limited to units in a collective investment fund (DFSA Reference Number F000738).
For investors in Israel: BlackRock Investment Management (UK) Limited is not licenced
under Israel’s Regulation of Investment Advice, Investment Marketing and Portfolio
Management Law, 5755-1995 (the “Advice Law”), nor does it carry insurance thereunder.
South Africa: Please be advised that BlackRock Investment Management (UK) Limited
is an authorised Financial Services provider with the South African Financial Services
Board, FSP No. 43288.
Any research in this document has been procured and may have been acted on by
BlackRock for its own purpose. The results of such research are being made available
only incidentally. The views expressed do not constitute investment or any other advice
and are subject to change. They do not necessarily reflect the views of any company in the
BlackRock Group or any part thereof and no assurances are made as to their accuracy.
This document is for information purposes only and does not constitute an offer or
invitation to anyone to invest in any BlackRock funds and has not been prepared in
connection with any such offer.
© 2021 BlackRock, Inc. All Rights Reserved. BLACKROCK, BLACKROCK SOLUTIONS,
iSHARES, BUILD ON BLACKROCK and SO WHAT DO I DO WITH MY MONEY are
trademarks of BlackRock, Inc. or its subsidiaries in the United States and elsewhere. All
other trademarks are those of their respective owners.
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