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Investment strategy 2020 — investment focus

We are expecting a positive base scenario for 2020: a
mutually acceptable solution is starting to take shape
within the trade dispute between the USA and China.
There will soon be more clarity on Brexit. As a result
of the reduced uncertainty, businesses will start to
make investments that had previously been kept on
ice. Thanks to the cyclical recovery, the manufactur-
ing industry is experiencing an upturn.

Global monetary policies still expansive -
increasing influence of politics

We are monitoring with some degree of concern the
attempts from the political sphere to exert influence
over central bank decisions. Sooner or later this will
undermine trust in the respective currencies.

Expectations concerning economic growth in 2020
are cautious, and lower overall than in the previous
year. Global growth of +2.6% is forecasted. Expecta-
tions are as follows for the various regions:
USA +1.5%, Eurozone +1.1%, China +5.7%.

Inflationary pressure has eased. Technological pro-
gress has continued to have deflationary effects over
the last few years. However, above-forecast eco-
nomic growth, salary inflation and increasing climate
change regulation may operate as drivers of higher
inflation rates.

In the long run, the CHF will remain a hard currency
for investors domiciled outside Switzerland. We are
expecting the USD to follow a slight downward trend
against the EUR and CHF due to the reduced interest
rate differential.

Assuming that low interest rates continue, bonds de-
nominated in EUR and CHF are expected to yield a
negative return in 2020. Whilst it is possible that the
SNB may rein in its negative interest rate policy in the
event of stronger growth, this is however quite un-
likely. Bonds with positive anticipated returns will
continue to be sought after.

High yield bonds, emerging market bonds with invest-
ment grade quality and selected corporate bonds are
sound investments. “CoCos” (hybrid capital securities
of banks) have become less attractive. Private debt is
an alternative in the fixed-income sector.

Equities remain the most attractive investment class.
In regional terms, the European equity market contin-
ues to be undervalued. All of the most important in-
dices reached al time highs in 2019, with some trad-
ing on a technical level above their long-term trading
ranges. This fact must not be underestimated and in
our view points towards a continuation of the bull
market.

Equities — neutral valuation
positive trend

We focus on quality equities with a selective pick of
cyclical stocks. We invest in companies with a leading
market position in the relevant sector, where the re-
turn on the capital invested is consistently higher
than the cost of capital. We recommend opportunis-
tic partial hedges against equity exposure by purchas-
ing put options.

In 2019 the investment crisis has resulted once again
in more robust demand and strongly rising prices for
real estate. Healthy construction activity is disregard-
ing rising vacancy rates. Caution is required in relation
to investment funds and equities with high premiums
above the intrinsic value.

On the commodities front we invest in attractively
valued equities as well as in gold and remain optimis-
tic regarding its future price trend.

We make alternative investments in the area of pri-
vate equity in the form of first-class investment funds,
which invest flexibly in various assets (private equity,
debt, real estate and infrastructure).
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Equities

Profit evolution of key equity indices
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