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Editorial
Repercussions of negative interest rates
becoming apparent
Dear Investor,
Negative interest rates have been
prevailing in Switzerland for four
years now. Although the franc
has lost some of its strength in
the meantime and the Swiss
economy has more than recovered from the consequences of the
discontinuation of the minimum EUR/CHF exchange rate, the Swiss National Bank (SNB) is
persisting with negative interest rates. The repercussions of this policy are becoming increasingly evident.

funds to finance the benefits promised to
insured members. As high-quality bonds are not
generating adequate returns, pension funds are
increasingly resorting to higher-risk asset
classes. As a result, the system is becoming
more susceptible to changes in sentiment in the
financial markets. If the prices of high-risk
investments decline – just as they did last year –
the resulting losses cannot be compensated for
elsewhere. Accordingly, an increasing number
of pension funds are seeking to pass on
investment risk to their insured members.

For one thing, negative interest rates directly
affect the banks, which have to pay some CHF
2 billion of interest annually on the deposits
they hold with the SNB. While the banks mainly
absorbed this cost themselves to start with, they
are now increasingly passing it on to clients. The
decision by Postfinance in the summer of 2018
to impose a fee of 1% on all client account
balances in excess of CHF 500,000 or more was
widely covered by the media.

Another negative effect of the low-interest
environment is looming in the background. The
overall indebtedness of Swiss households has
risen sharply in recent years, and is now more
than double Switzerland’s annual economic
output. Swiss households are significantly more
indebted than their US or Italian counterparts,
for example. While it is true that the debts of
the Swiss have been relatively high in the past
too, as it is standard practice for Swiss mortgages
not to be amortised, the rising trend is
nonetheless worrying – not least because it is
not mortgage lending but consumer credit that
is on the rise.

Concerns are also increasing over the health of
the Swiss real estate market, particularly
residential properties purchased for investment
purposes. Given low to negative capital market
interest rates, affluent private investors – as well
as insurers and pension funds – are increasingly
turning to real estate investments. As these
protagonists have significant sums of money to
invest, they are now buying properties at
virtually any price. A construction boom and the
corresponding rise in vacancy rates for rental
apartments is a familiar scenario from previous
real estate market crises.
Swiss pension funds, which have long been
under pressure due to the ageing of the
population, have been particularly hard-hit by
negative interest rates. Returns on investments
are a crucial element in the ability of pension

The introduction of negative interest rates at
the beginning of 2015 to cushion the shock to
the franc caused by the discontinuation of the
minimum EUR/CHF exchange rate was the
correct decision. But they should not become a
permanent fixture, as otherwise the current
economic distortions will become ever greater
and their rectification ever more costly.


Dr. Thomas Stucki
Chief Investment Officer
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Economy
China: Sentiment and trade conflict weigh on economy
The trade figures unveiled by China for December
speak volumes. Year-on-year exports, which
are normally so robust, have actually declined.
Imports too have recorded a sharp fall. For an
economy that is officially growing at a rate of
6.6 %, these figures are surprisingly weak.
On 1 September 2018, US tariffs on Chinese
goods with a total value of USD 200 billion
entered into force. As the trade conflict has
escalated, China has successively raised its own
tariffs on US goods, and these are now increasingly feeding through into Chinese trade
statistics. Although it is true that US companies
have been building up stocks in recent months –
in anticipation of further (and above all higher)
tariffs – the impact of this phenomenon is now
gradually subsiding. This in turn explains the
severity of the recent decline. In a year-on-year
comparison, both Chinese imports and exports
have shrunk. However, this decline is not solely
attributable to lower trade volumes with the US.
Overall, the slowdown in trade with the rest of
the world is the result of China’s own economic
weakness.
Consumer spending stagnates
These unimpressive trade figures make it all the
more important to China that an enduring
resolution is found to the trade conflict with the
US. Not only do export figures show that
«Workshop China» is struggling, Chinese
import data are also now revealing the Chinese
consumer’s key role in this equation. China’s
retail sector has recorded enormous growth over
the last few years. In terms of sales volumes, it
has now reached the same level as its US
counterpart. But the latest data from China’s
retailers also reveal that Chinese consumers are
no longer shopping with the same gusto.
Foreign companies selling their goods in the
People’s Republic have also begun to feel the
impact of this development. In particular, the
likes of US technology companies and Swiss
luxury goods manufacturers feel the consequences when sentiment takes a turn for the
worse in the Middle Kingdom. The latest
warning from Apple of sales difficulties should
therefore ring alarm bells. The Cupertino-based
global technology giant generates some 20 % of
2
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all its sales in the Chinese market. The company
has pointed to the slump in its business in China
as one of the causes of this weaker sales growth,
with trade disputes cited as a significant underlying factor. China’s weakness is evident in other
sectors too. The stagnation in car sales is now
impacting US automotive producers, for example. So while the need for China to reach
some sort of settlement with the US is becoming
increasingly acute, the ramifications of the
former's economic weakness are starting to
make themselves felt in America too.
Clampdown on shadow banks is costly
There are also reasons beyond trade disputes for
the current malaise of the Chinese consumer.
Consumer spending has been stagnating above
all as a consequence of deliberate policy changes
ushered in by the Chinese government, which
has taken a number of restrictive measures
during the boom phase of the last few years to
curb certain excesses in the economy. To put a
stop to burgeoning levels of debt in China, it has
targeted the shadow banking system in
particular. Among other things, this has entailed
greater regulation of previously unsupervised
peer-to-peer (P2P) lending platforms, which
were popular with many consumers and small

China's consumption market on a par with the US
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companies as an attractive alternative to bank
loans. The market of P2P platforms in China has
grown to a hefty USD 200 billion in outstanding
loans, but the combination of enforced pruning
and increased oversight is now becoming
evident. Many platforms have had to close in the
face of new regulations, with outstanding loans
repaid either partially or not at all. Many private
individuals have lost money as a result, and this
has dented the general willingness to purchase
and invest. The consequences of this slump can
also be seen in the ailing real estate market,
where price growth in the new apartment
segment has slumped to virtually zero. Negative
growth is now also apparent in automotive
sales, which have suffered a major hit. A
compounding factor here is the Chinese
government’s decision to discontinue subsidies
for new cars.
Growth weakness came as a surprise
The Chinese government has been surprised by
the country’s recent growth weakness. Although China’s economy officially grew by
6.6 % in 2018, there has to be some doubt over
whether this figure truly tallies with reality.
After all, the tendency for local officials to
massage their figures so as to meet the growth

Chinese housing market soft, amid weak auto sales
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targets set by central government is a familiar
phenomenon. While the Chinese government
did anticipate lower growth owing to the
restrictions on credit platforms, a trade dispute
with the US had not been factored into
calculations. It is now responding to the recent
weakness with tried-and-tested methods from
the past, namely large-scale infrastructure
projects and the expansion of liquidity by the
central bank. It also intends to cut taxes to boost
consumer spending. Smaller and medium-sized
companies are the particular focus of this
initiative, as these are precisely the ones that
have suffered the most from the restrictions on
the credit platforms. The government has
already accelerated a number of planned
infrastructure projects worth a total of some
USD 70 billion. These include new rail lines,
investments in water and energy supply, and
several new airports. China still has significant
gaps to plug in this area, and must invest
accordingly.
Confidence in China intact
Furthermore, raising capital remains cheap for
the Chinese government. Chinese interest rate
levels are virtually on a par with those of the US,
and the government has to pay a coupon of just
3 % a year on a 10-year bond issued in its own
currency. Accordingly, these investments can be
financed on reasonable terms. On the other
hand, it will be quite a while before this additional
investment feeds through into growth figures,
nor is the sum of USD 70 billion likely to be
enough to really get the economy going again.
However, we doubt that this figure will remain
the limit of stimulus going forward. As long as
the Chinese government has sufficient freedom
of financial manoeuvre, it will use this to stabilise
the economy. And that is precisely what it still
has for now, given official government
indebtedness of 47.6 % of gross domestic
product. That said, if it has to step in to support
the proliferating shadow banking system and
bail out state-owned banks, the picture could
change quickly. For the time being, however, the
situation is manageable and the status quo
should remain in place: confidence in China’s
ability to service its debts is intact, the state is
investing, and the economy is growing.
n
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Interest rates and yields
Risk aversion separates the wheat from the chaff
The political and economic uncertainties increased again significantly toward the end of
last year, and the sombre mood among investors
also affected the capital markets. The increased
demand for safety led to a fall in government
bond yields, but at the same time credit spreads
versus corporate bonds rose.
The turn of the year on the financial markets was
marked by various stress factors. The trade
dispute between the US and China remains
unresolved, there are no viable solutions to the
question of Britain's withdrawal from the
European Union (Brexit), and the US budget
dispute has led to the longest government
shutdown in US history. All of this has whipped
up investor fears of a significant slowdown in
the economy. Europe in particular saw some
weakening of economic data towards the end of
the year, as did Switzerland. However, this was
only to be expected after the sharp surge in
economic activity between summer 2017 and
summer 2018. In the US, the first negative
effects of the trade dispute are starting to
emerge, although so far the Chinese economy
appears to be suffering more.
Uncertainty pushes down interest rates
The various political and economic uncertainties
have led to an increase in risk aversion among
investors. This is reflected in higher demand for
safe government bonds in particular. The higher
demand meant that government bond yields
were dragged much lower again during the last
two months of 2018. The yield on 10-year Swiss
Confederation bonds, for example, is now even
below its year-ago level. But this is only one side
of the coin.

Interest rates to rise again
After the sharp decline in yields over recent
weeks, we see good chances of a countermovement once things have calmed down a
little. In our view, the much feared recession is
not yet around the corner and the capital market
will also come to realise this. Interest rates are
still benefiting from positive economic indicators,
which should also result in some easing of credit
spreads. The SNB's rate hike will also become a
talking point later in the year, leading to a rise in
capital market interest rates ahead of the actual
move itself.
n

Companies today paying more for their debt
Yield in %
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Credit spreads widen significantly
At the same time, fears of a significant economic
slowdown have led to higher credit spreads on
corporate bonds. For example, the compensation
for assuming credit risks associated with BBBrated borrowers in Switzerland more than
doubled last year. So despite generally lower
interest rates, Swiss industrial companies –
unlike the Swiss Confederation – now have to
pay more to finance their borrowing than they
did this time last year.
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Equity markets
US banks have dealt with their legacy problems
US banks have long since moved on from the
financial crisis. That much is clear from the record
results posted for 2018. Over in Europe, the
situation looks very different.
J.P. Morgan, Bank of America, and Morgan
Stanley all have one thing in common – they have
all reported record earnings for 2018. Indeed,
these figures are significantly higher than the
equivalent numbers posted prior to the financial
crisis. America’s largest bank, J.P. Morgan,
recorded 2018 earnings of USD 32.5 billion on its
own. The situation looks very different for their
European counterparts. For UBS and Credit Suisse,
analysts are expecting earnings of CHF 4.8 billion
and CHF 2 billion respectively. For Deutsche Bank,
they are expecting a paltry EUR 480 million.
Europe loses ground
Prior to the financial crisis, Europe was home to 13
of the world’s 30 largest banks. The equivalent
figure today is just six. What are the reasons for
these diverging regional developments in the
banking sector? One factor is the US tax reform.
The US banking sector has been one of the clear
beneficiaries of the tax reform implemented last
year. A second factor is the speed with which the
US banks dealt with their legacy problems and
strengthened their capital bases. However, this in
turn was hugely facilitated by the state bailout
programs in the aftermath of the financial crisis.
European banks lagging behind
Trend in US dollar (indexed)
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These enabled US financial institutions to dispose
of their toxic legacy assets swiftly and forced them
to boost their equity capital without delay. On top
of all this, a number of mergers helped the
recovery process. The US banks have therefore
been able to benefit from the economic upturn of
recent years without worrying about legacy
problems. In Europe, by contrast, the clean-up
process has lagged well behind. In Greece, Cyprus,
Portugal and Italy, non-performing loans still
account for between 10% and 45% of the credit
portfolio. Mergers are a more complicated undertaking in Europe due to differing national
interests and legal parameters. Unlike in the US,
where the focus of improved capital adequacy fell
on the leverage ratio, Europe chose to focus on
the strengthening of equity capital as a proportion
of risk-weighted positions in the balance sheet.
This has made European banks more susceptible
to regulatory changes, with the result that investors
have less confidence in their balance sheets.
Glimmer of light on the horizon?
In response to positive economic developments,
the US central bank (Fed) has raised key interest
rates nine times since the financial crisis. The
situation could hardly be more different in the
Eurozone and Switzerland, where central banks
continue to deploy negative interest rates. For the
banking sector, rising interest rates translate into
higher margins. In the mortgage business in
particular, where in the Eurozone (unlike in
Switzerland) loans are concluded for short terms
or on a variable basis, any rises in interest rates
could rapidly be passed on to clients, thereby
giving the banks an earnings boost. Many
European banks are still suffering from the
interconnectedness of government debt and the
low-interest environment. They continue to
struggle in the face of declining margins and a
lack of efficiency, which is leading to further losses
of market share – particularly in investment
banking – to their US competitors. Viewed from a
medium-term perspective, exposure to European
banking stocks simply does not appeal to buyand-hold investors, despite the low valuations
currently on offer. In contrast to their US
competitors, the majority of European financial
institutions will once again fail to cover their
capital costs in 2019.
n
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Currencies
Brexit: setting the direction for sterling
Two months prior to the scheduled exit of the
United Kingdom from the EU, any amount of
uncertainty remains. In relation to Brexit, we
expect the pound to remain the most sensitive
indicator of market sentiment over the next few
weeks.
In the run-up to the 2016 Brexit vote and in the
immediate aftermath, the pound suffered a
significant decline in value. Against the Swiss
franc, the British currency slumped by more than
20%, from CHF 1.55 to CHF 1.20. Since then it
has been comparatively stable. The GBP/CHF
exchange rate has been exhibiting volatile
sideways movement around the 1.30 level. The
most recent data for the UK’s economic growth
– 1.5% in a year-on-year comparison – are solid,
and the unemployment rate currently stands at
4.1%, its lowest level since the 1970s. However,
the uncertain outcome of the Brexit saga
continues to hover over the British economy like
a Sword of Damocles, making companies
reluctant to invest in the UK.
«Brexit clock» ticking
The Bank of England (BoE) is also adopting a
wait-and-see stance. The most recent data show
that the rate of inflation is falling. In other words,
there is no pressure on the BoE to increase rates
for now. UK monetary policy will also continue
to be shaped by developments at a political
level. In mid-January, the House of Commons
(lower chamber of parliament) rejected the
Brexit withdrawal agreement. The foreign
exchange market did not take fright at this turn
of events, as is clear from the development of
sterling since. On the one hand, the rejection of
the Brexit agreement – which runs to a hefty 585
pages – was not surprising. On the other, the
market clearly appears to be expecting a solution
to be found before the UK’s scheduled departure
from the EU on 29 March.
What's next?
There are a number of ways this saga could play
out, but the following four options appear to
represent the most likely outcomes as we see it:
an extension of negotiations, a withdrawal with
new elections, a new referendum, and a «nodeal» Brexit. The «Plan B» presented by Theresa
6
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May on 21 January failed to provide a great deal
of clarity in this respect. May called for further
discussions with the EU, while at the same time
rejecting both a second referendum and a
deadline extension.
Pound to dance to Brexit tune
When measured in terms of purchasing power
parity, sterling is undervalued. However, there is
considerable uncertainty hanging over this
currency as things stand. In particular, it is
currently very unclear what form Brexit will
ultimately take, and what consequences this will
have for the British economy. And although the
involved parties have expressed their preference
for an orderly exit, we are continuing to treat the
pound with caution until greater political clarity
emerges.
n
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Commodities
Precious metals – one glitters more
Diverging tendencies were evident in the
commodity markets at the close of 2018. The
weakness evident in the energy sector was a
major factor here. But there was also both light
and shade in the world of precious metals.
Over the course of 2018, gold appeared to lose
its lustre as a secure investment. However, after
a six-month phase of weakness for both gold
and silver, the final quarter of the year proved
strong. This had the effect of improving the
performance of gold over the year as a whole
(-1.6% in USD), although silver ended 2018
much deeper in negative territory (-9.2%).
Interest in gold picks up
On 4 January, the price of gold hit a sevenmonth high of USD 1,298 per ounce. The
volume of listed gold funds testifies to a rise in
investor interest. Whereas fund holdings
recorded an annual low as recently as the start
of October, they then booked the most
significant quarterly inflow in the fourth quarter
since Q1 2017. Despite the fact that equity
markets have got off to a positive start to 2019,
inflows into listed gold funds continued in
January. On the other hand, speculative investors

Palladium: the odd one out
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in the futures market have scaled down their
striking one-sided market positioning of previous
months, with the record-high level of short
positions having halved. However, due to the
partial shutdown of the US government in
connection with the budget dispute, the weekly
data published by the Commodity Futures
Trading Commission have been absent ever
since 22 December. Economic concerns and the
Sino-American trade dispute remain positives
for the price of gold, and have also brought
about a major shift in interest rate expectations
recently. Whereas the synchronized global
growth pattern evident a year ago was giving
momentum to the dollar and interest rates while
weighing on gold, the market's growth
expectations have become a good deal more
sceptical since then.
Diverging price tendencies
A curious market constellation can be observed
in the platinum metal group at the moment.
Whereas platinum itself is performing in line
with gold and silver, its sister metal palladium is
currently at record highs. Indeed, the latter
appreciated by 18% in 2018, displacing gold as
the most expensive precious metal. Platinum,
which is used not just by the jewellery industry
but also in the catalytic converters of diesel
engines, is likely to have had its prospects
dampened by the loss of confidence that
followed the recent diesel scandal. But in
January, an ounce of platinum was selling for
around USD 600 less than an ounce of palladium,
which is the greatest price difference ever
recorded. If this disparity persists, the automotive
sector will be incentivized to switch from
palladium to platinum in the longer term. In
other words, this historic price differential can be
expected to support the price of platinum. That
said, in the absence of positive data surprises
from China and the automotive industry, we see
only limited upside potential for the time being.
Going forward, we will be keeping a close eye
on developments in South Africa and Russia,
which together account for some 85% of all
global platinum production. The strikes
announced in the platinum mines of a major
South African producer could well provide shortterm price stimulus.
n
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Investment Strategy
Slowdown yes, recession no
The last few weeks of 2018 proved brutal for
equity markets. A toxic mix of heightened
economic concerns and political risks sent
investors scurrying for cover. Uncertainty has
persisted into the new year, even though
equity markets have hardly started 2019 badly.
The rise of risk aversion in the global financial
markets over the last few weeks is reflected in
the development of equity market price
fluctuations. This in turn is reflected in the VIX
volatility index, which has surged well past the
critical level of 20% in recent weeks. A glance
at capital market interest rates likewise reveals
a tense situation: Credit spreads have widened,
indicating that investors are now asking for
greater rewards for their credit risk. Investor
sentiment is under siege, and an increasing
number of commentators and analysts are
already warning of a recession, thereby stoking
uncertainty further. A recession is a conceivable
scenario for the equity markets, and a strong
correction of around 30% would be likely if
events were to take such a negative turn.
Fears of recession overblown
A look at the leading indicators in the US,
Europe and China makes it clear that the era
of accelerating growth momentum is at an
end for the next few months. The main
purchasing managers indices in the US have
retreated from their peaks. China aside,
however, the key leading indicators remain
above the 50-point level, which suggests an
expansion of economic output. In our view,
the latest economic data do not point to a
recession, but they do suggest a slowdown in
economic activity. That said, it is only logical
for many investors to get jittery in the face of
a weakening of Chinese economic growth.
Quite clearly, China’s economy is suffering
from the ongoing trade dispute with the US,
and the latter’s economy could also start to
suffer negative stimuli in this respect over the
next few months. The likelihood of this
scenario should not be dismissed, as it would
be a mistake to think that a trade dispute can
be negative for just one party. On the other
hand, the current trade dispute has not
ushered in any recession.
8
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Political events create uncertainty
The trade dispute between China and the US is a
political issue with a significant economic impact.
It has fuelled considerable uncertainty among
investors. The ongoing budget dispute in the US,
which has led to a partial shutdown of the
administration, is also unsettling the investment
community. And this side of the Atlantic, Brexit
is causing similar uncertainty. A factor common
to all these three political problems is that it is
difficult to predict either the outcome or the time
that will elapse before a solution is found. On the
one hand, this makes them potent imponderables
– but on the other hand, their resolution could
present a major opportunity.
Conclusion: The current uncertainty in global
equity markets has not sprung from nowhere.
But we believe fears of a possible recession are
overblown. For that reason, the weighting of our
equity allocation remains unchanged. We are
expecting a slightly positive development rather
than any major trend reversal. And we are
likewise sticking with our gold allocation as an
insurance hedge.
n
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China: China has taken steps to counter the current growth weakness. Any escalation of the trade dispute would prove an additional drag.
India: India’s economic development remains promising. As a major oil importer, it is being additionally helped by the weak oil price.
Brazil: The recovery phase is still struggling to establish itself. But confidence is
back thanks to new «law and order» President Bolsonaro.
Russia: Outlook moderately positive, but no cause for euphoria. In particular, the
continuing low level of oil prices could hamper the economic upturn.
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Interest rates and currencies
Data as of 17 January 2019; Source: Bloomberg, Graphics: own illustration

Key interest rates for selected central banks
Switzerland: The SNB will continue to align its monetary policy
with that of the ECB. It is therefore waiting for the ECB to make
its first interest rate move and will raise its key interest rate in
September 2019.
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of the bond purchase programme. We expect the ECB's first rate
hike to come in September 2019.
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USA: For now, positive economic data point to further rate hikes
ahead. Growth momentum will nevertheless weaken during the
course of the year. We expect two rate hikes in 2019.
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Capital markets: yields on individual 10-year government bonds
Switzerland: Negative interest rates, low inflation and
demand for bonds continue to keep interest rates low. During
the course of the year, attention will increasingly focus on the
SNB's first rate hike. Capital market interest rates will climb
further in the run-up to this first move.
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Eurozone: The economic outlook is positive, though slightly
weaker. An initial ECB interest rate hike is on the cards for the
end of summer 2019. The debate over the ECB's first rate
increase should bring higher interest rates by mid-2019.
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USA: The economic outlook is positive. Further interest rate
rises will follow. Once the markets have calmed down again a
little, we still expect to see an uptrend in yields due to the ratehiking cycle and rising inflation.

Currencies: rates for selected currency pairs
EUR/USD: The interest rate advantage is supporting the dollar.
However, America's twin deficits and the latent trade conflict
remain potential negative factors for the greenback.
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USD/CHF: Further US interest rate hikes favour USD. By
contrast, political wrangling is resulting in uncertainty and
giving rise to doubts over the development of the US economy.
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EUR/CHF: The franc is a good indicator of confidence in the
eurozone. The euro remains susceptible to negative reactions
from the financial markets in the event of political uncertainty.
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Equity and commodity markets
Data as of 17 January 2019; Source: Bloomberg, Graphics: own illustration

Equity markets for selected regions (indexed)
The current market situation is volatile. The trade conflict between the United States and China and Fed's tightening of
monetary policy are fuelling growth fears. Other persistent
trouble-spots are the problems in the Eurozone and the Brexit
debate. The outlook for the current earnings season remains positive for now and is supporting equity prices.
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Valuations: estimated P/E ratio for selected regions and markets
Valuations have declined as a result of recent stock market
falls. All markets continue to exhibit positive estimated
earnings growth. In the US, the momentum of earnings
growth has decreased slightly, but remains high. In the
eurozone it is slowing; in Switzerland it has levelled off.
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Commodity markets: Price trend for oil and gold
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Oil price: Following tough negotiations, OPEC and other
producer countries were able to agree on a production cut. For
the price to recover significantly, fears of a slowdown in the
global economy will need to be dispelled.
Gold price: After a six-month period during which gold
languished in the doldrums, more volatile markets have
recently rekindled interest in the metal.
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Financial markets and forecasts
Closing prices as of 17 January 2019; Source: Bloomberg; Forecast: SGKB

12 Months ago

3 Months ago

Current

Forecast
3 Months

Forecast
12 Months

SNB

-0.75 %

-0.75 %

-0.75 %

-0.75 %

-0.25 %

ECB

-0.40 %

-0.40 %

-0.40 %

-0.40 %

0.00 %

FED

1.25 % – 1.50 %

2.00 % – 2.25 %

2.25 % – 2.50 %

2.25 % – 2.50 %

2.75 % – 3.00 %

Capital market yields

12 Months ago

3 Months ago

Current

Forecast band
3 Months

Forecast band
12 Months

10-year Conf.

0.01%

0.01 %

-0.14 %

-0.10 % – 0.10 %

0.30 % – 0.50 %

10-year German Bund

0.57%

0.42 %

0.24 %

0.35 % – 0.55 %

0.60 % – 0.80 %

10-year Treasury

2.63%

3.18 %

2.75 %

2.80 % – 3.10 %

3.30 % – 3.60 %
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Current

Forecast band
3 Months

Forecast band
12 Months

EUR/CHF

1.1735

1.1403

1.1323

1.10 – 1.15

1.08 – 1.13

USD/CHF

0.9589

0.9957

0.9942

0.97 – 1.02

0.97 – 1.02

EUR/USD

1.2238

1.1453

1.1389

1.11 – 1.16

1.09 – 1.14

12 Months ago

3 Months ago

Current
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Equity markets

YTD

Valuation
(est. P/E)

Current Index

Trend
last 3 Months

Forecast
3 Months

S&P500 (local currency)

5.2 %

15.6

2636

EuroStoxx50 (local currency)

2.3 %

12.0

3069

SMI (local currency)

5.8 %

14.4

8914
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Oil (WTI, USD per barrel)

12

Investment Strategy February 2019

Disclaimer: The information contained on this Recommendation List and specifically the descriptions of individual securities constitute neither an offer to purchase the securities
nor an invitation to engage in any other transactions. All of the information contained in this document has been carefully selected and obtained from sources that the Investment Center of the St.Galler Cantonal Bank AG fundamentally believes to be reliable. Opinions or other representations conveyed in this document are subject to change without
notice. No guarantee is assumed as to the accuracy or completeness of the information. St.Galler Cantonal Bank AG is regulated and supervised by Swiss Financial Market Supervision
Authority FINMA, Einsteinstrasse 2, 3003 Berne, Switzerland, www.finma.ch.

