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Financial markets were characterised by uncertainty about 
further developments in interest rates and protectionist 
tendencies in the first quarter 

The dynamic upwards trend in equities over many years was abruptly 
interrupted in February. The primary reason was the figures for wage rises in 
the USA. They were much higher than expected. This aroused fears of 
inflation so interest rates rose significantly. As a result, the market assumed 
the American Central Bank would move quicker towards normalising policy. 
The extremely low volatilities are also a thing of the past. This resulted in 
considerable corrections in equities. 

But also the technology sector – the poster child of the past few years - had 
to accept serious setbacks.  Above all Facebook, which has been accused of 
not protecting its data sufficiently or – even worse – providing it in a targeted manner for commercial 
and political purposes.  Regulatory measures to protect privacy can barely be avoided any more. The 
production problems at Tesla have shown that visions are somewhat different from their 
implementation. But the bursting of the bubble for cryptocurrencies has also shown how erratic the 
pricing process for innovations can be. Overall, the major reverses in the technology sector have 
contributed to making the music that conjured up the good mood for equity markets much quieter. 
Now too many are only all too ready to leave the equities party quickly in good time. Also an illusion 
that cannot be stamped out. 

Despite these setbacks, positive developments in the real economy have not been damaged. Almost 
all growth figures in the first quarter have been corrected further upwards. If this trend continues, we 
can assume that at least the USA and Northern Europe will have reduced their excess capacities in the 
coming year. This is also good news for commodity-producing developing countries, which profit from 
the higher commodity prices and lower dollar. 

However, the conditions for further globalisation deteriorated sharply in the first quarter of 2018. The 
Western world has unnecessarily let itself be drawn by Putin’s autocratic antics into an East-West 
confrontation, which evokes strong memories of the Cold War. Thus Russia is attributed an importance 
that economically it simply does not earn. 

The trade war instigated by Trump with the permanent surplus countries, China in particular, is not 
exactly stimulating growth. The fact that he has levied tariffs on steel and aluminium without any 
consideration for international agreements within the scope of multilateral organisations – and this 
with the far-fetched justification of national security – does not allow anything good to be expected 
for the future of international trade. He has already significantly extended the palette of further tariffs. 
China has already been burdened with additional tariffs with an extent of $60 billion and threats of a 
further $100 billion have been announced. If he implemented this, about one third of Chinese exports 
to the USA would be hit by punitive tariffs. We do not assess this approach to be a more long-term 
measure but classify the approach to be part of Trump’s negotiating tactics in order to be able to do a 
better deal. This judgement would have to be different if he thus wants to indirectly slow China’s rise 
to world power. It also cannot be ruled out that he could also impose tariffs on other surplus countries, 
such as Germany and Switzerland. 

Despite the deterioration in the atmosphere of the global environment we have left growth scenarios 
unchanged. The upturn in growth is broadly supported and we believe the risks upwards and 
downwards are balanced. 
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In terms of investment policy, the good growth figures continue to support corporate profit 
developments. In contrast, in monetary policy we are pivoting to a long-term process of normalisation 
- in the sense of a step-by-step increase in interest rates. This circumstance alone will lead to a 
correction in the high valuations. This can happen suddenly or successively. This and other 
circumstances have induced us to set the equity quota - as the primary bearer of risk - to 
underweighted in February. We have set bonds at underweighted for a long time. Little has changed 
in this assessment in the meantime. Which is why we have left the asset allocation unchanged with 
the exception of “Alternative Investments”. We have moved a further part of the cash into this 
position, because a range of structured products can be chosen in this sector that have a lower 
systemic risk, thus resulting in a better risk-yield profile. 

 

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 2018 

 Reference Currency CHF Reference Currency EUR 
 Investment strategy 

Balanced 
Investment strategy 

Balanced 

 SA IC C SA IC C 

Investment categories       

Money market 5 15 -3 5 10 -3 

Bonds 40 28  40 33  

Switzerland 28 21  8 6  

Europe 11 7  28 24  

Rest of World ROW 1 0  4 3  

Stocks and shares 45 42  45 42  

Switzerland 12 11  4 3  

Europe Eurozone 9 9  11 11  

Europe remainder 4 3  5 4  

U.S.A. 10 9  13 13  

Japan 4 3  4 3  

Rest of World ROW (EMMAS) 6 7  8 8  

Alternative investments 10 15 +3 10 15 +3 

Total 100 100  100 100  

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