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First roller coaster ride completed 

The first quarter could not have turned out better. Global equity portfolios 
gained by about 14%. Bonds went up 2%. 

Thus, the collapse in 2018 has largely been made good. All investments are near their highs. And this 
although growth figures have been showing a slowdown in global growth for months. 

The American central bank made it possible. In February, it surprisingly announced that it would abort the 
normalisation process for monetary policy and waive both the planned interest rate hikes. Shortly 
afterwards, the ECB also reported a delay to the normalisation course. 

Investors took this on board with euphoria and massively increased their commitment to long-term bonds. 
As a result, the American long-term rate fell significantly, from over 3% to about 2.4%. As a result, the 
short-term rate exceeded the long-term rate, so that we have been confronted with an inverted interest 
rate curve once again.  

Many observers have interpreted this as a sign of an upcoming recession, which would even force the FED 
to lower interest rates. 

We are not assuming this. Along with the IMF, we are assuming instead that global growth will bottom out 
at the end of the year and will then rise again step by step. We presume that Trump will do everything to 
give further impetus to growth. This also includes turning down the heat in the trade dispute with China. 
He has every interest to do justice to his reputation as a deal maker. This includes an agreement with the 
Chinese. We also expect an agreement to be concluded for Brexit sooner or later. In addition, we have no 
doubt that Trump will not hesitate to set the entire machinery of government in motion to secure his re-
election. 
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We also expect the current administration to provide American companies with significant environmental 
dividends, in that American companies will profit from an easing of environmental legislation. The burdens 
will be transferred to the rest of the world and to the next generation. Overall, this speaks in favour of the 
American equities market. 

Because we do not anticipate a recession in the pre-election cycle, we are assuming a correction in 
interest-rate levels. 

However, this general situation is not without risks. The expansive fiscal policy, combined with a return to 
a looser monetary policy, could lead to inflationary expectations, which would make determined action 
from the central bank necessary. In view of the global public and private debts of over 300% of GDP, this 
would not be without dangers. But we have reached this point yet. However, the problem has to be kept 
in view because in this case the EURO would also come back into the spotlight. 

In summary, it seems to us that, despite the higher valuations, it makes sense to keep the equity quota 
neutral and to go overweighted in American investments at the expense of Europe. In contrast, we have 
set bonds globally from slightly to clearly underweighted. 

Hedging foreign investments continues to make sense for CHF investors. 

You can take the details of the asset allocation for the second quarter of the year from the following table. 

Strategic and tactical Asset Allocation for the 2nd Quarter 2019 

 Reference Currency CHF Reference Currency EUR 
 Investment strategy 

Balanced 
Investment strategy 

Balanced 

 SA IC C SA IC C 

Investment categories       

Money market 5 6 +4 5 9 +3 

Bonds 40 36 -4 40 32 -3 

Home Country 24 22 -1 30 24 -1 

Rest of Europe 8 7 -1 5 2 -1 

USA 4 3 -1 5 6 -1 

Rest of World 4 3 -1 0 0  

Stocks and shares 45 45  45 46  

Home Country 9 8 -1 15 14 -1 

Rest of Europe 11 10  10 5  

USA 12 14 +1 10 15 +1 

Rest of World 13 13  10 12  

Alternative investments 10 13  10 13  

Commodities 4 5  5 5  

Various 6 8  5 8  

Total 100 100  100 100  

SA = Strategic Asset Allocation IC= Investment Committee C = Change 
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