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Dear investors,

There is always a boom in stock 
market forecasts at the begin-
ning of a new year. Most pundits 
are expecting 2018 to be a good 
year for investors and see the bull 
run on the stock markets contin-
uing. They have plenty of argu-

ments on their side which we also see as posi-
tive drivers for equities. However, our assess-
ment of the situation is more nuanced. While 
we also expect the stock markets to get off to a 
good start in the new year, we see the positive 
sentiment turning negative in the second half of 
the year, bringing an end to the equity rally.

The global economy has finally recovered from 
the financial crisis. The momentum of growth is 
no longer concentrated in specific regions  
such as North America or indeed confined to 
specific countries within the eurozone such as 
Germany. In Europe in particular it is becoming 
clear that the recovery is gaining strength and is 
increasingly even spreading to the weaker 
countries in the south of the continent. Moreo-
ver, Brazil, Russia and other emerging nations 
are benefiting from higher commodity prices, 
completing the rosy economic picture. The 
 positive economic situation is allowing compa-
nies to improve their earnings position. They 
will continue to report rising earnings at the 
 beginning of the new year. A further factor is 
that despite the Fed’s higher interest rates 
 central bank monetary policies are still stimulat-
ing economic activity. All of this will support the 
stock markets at the beginning of the year and 
keep investors’ hopes of higher share prices 
alive.

Despite the rosy picture we must not turn a 
blind eye to the patches of dark cloud. Many 
shares are trading at high valuations, discount-

ing expectations of handsome earnings. For a 
long time, investors were sceptical about 
whether the bull market was really sustainable. 
This scepticism was one of the reasons why the 
past few years never saw share prices over -  
shoot on a wave of euphoria and explains why 
the bull market is now already entering its 
 seventh year. In recent months, the aversion to 
excessive risk has abated. The low credit premi-
ums on bonds of low-rated borrowers are an 
unmistakable sign of this. Investors are buying 
anything that promises to deliver returns, re-
gardless at what price. Another obvious sign of 
the change of mood is the hype surrounding 
bitcoin, which has taken on surreal proportions.

The stock market rally was sparked off by the re-
covery of the US economy after the financial 
 crisis and a US economic slowdown will also 
bring it to an end. An unemployment rate of 
around 4% and saturation tendencies in car 
sales reflect the exhaustion of US capacity re-
serves and the approach of a high point in the 
economic cycle. Factors that are still lacking are 
higher wages and rising inflation rates. The 
stock markets will therefore respond very 
 sen sitively to any increase in price pressure. The 
second half of the year will see growing signs 
that the US economy has peaked, prompting a 
turnaround in investor sentiment.

 
Dr. Thomas Stucki

Chief Investment Officer

Editorial
Good start, uncertain end
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Economy
Rosy outlook, but things are starting to get tight 

The economic trend in 2017 was quite simply 
good. The prospects for 2018 look promising, 
but the outlook will start to cloud over, particu-
larly in the second half of the year, and the first 
dips in economic activity will loom.

Where will the economy go from here in 2018? 
Survey results provide a good basis for predicting 
economic developments in the US, Switzerland 
and the eurozone. Purchasing managers’ indices 
– surveys of purchasing managers covering or-
ders, employment and capacity utilization – are 
well-known and reliable indicators. The more 
positive answers to questions there are, the high-
er the index rises. A PMI above 50 is regarded as 
positive for the economic cycle. This level signals 
expansion in the relevant sector (there are PMIs 
for the manufacturing and service sectors). In the 
past, a value of 53 was viewed as very promising 
and 55 was almost the pinnacle of optimism. 

2017 was a record year
In 2017, the leading indicators soared to his toric 
highs, mostly exceeding 56 points and even 
reaching the 60 mark here and there. What was 
strikingly positive was that the indices were able 
to maintain and even exceed these levels. De-
cember’s figures are once again remarkably pos-
itive. This is reflected in our strong economic 
forecasts for both the first and second quarters, 
as these are roughly the period anticipated by 
the indicators. The encouraging starting posi-
tion is supported by increasingly positive condi-
tions on the labour market. In the US, unem-
ployment is running at just over 4%, which the 
Fed equates to «full employment». And in the 
eurozone, while unemployment remains high at 
8.8%, it has already eased significantly from its 
peaks of more than 12% and is steadily falling. 
This is helping the domestic economy and  
is strengthening confidence in the direction it   
is taking. The conclusion is that the situation is 
consistently positive at present. So is it now time 
for us to sit back and enjoy the benefits of the 
upturn? Alas no. In terms of the economic out-
look, the upside potential will become more lim-
ited in 2018. In the coming year, we also expect 
the leading indicators to confirm this with de-
clining trends. We particularly expect the US 
economy – which, let’s not forget, is the most 

important economic region – to follow a weak-
er trend. 

Why the loss of momentum?
Economic trends move in cycles. This is a graph-
ic representation of the course the economy fol-
lows. Four phases can be distinguished. The best 
known and the most unpopular of these is the 
recession, with negative growth rates and rising 
unemployment. The recessionary phase is fol-
lowed by the best phase of them all, which is the 
upturn. During this phase, the economy regains 
its former prosperity. Growth rates steadily in-
crease and unemployment falls. The US econo-
my has already been in this prosperous phase for 
nearly eight years. In the eurozone, the upturn is 
just gaining breadth and the same goes for Swit-
zerland. The fact that consumer confidence is 

Source: Bloomberg

Economic outlook bright, but with clouds on the horizon

50-points line: dividing line between contraction and expansion
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steadily improving in the eurozone, but that re-
tail trade figures are not yet completely stable is 
a clear sign that the recovery is at an early stage. 
In this economic phase in particular not all eco-
nomic data are persuasive, with some also show-
ing phases of weakness. The decisive require-
ment is that the leading indicators should signal 
a recovery on a sustained basis. And this picture 
is confirmed by the PMIs for the eurozone, as 
well as by other economic indicators, by indus-
trial output and by the trade balance.  

After the recovery things get «tricky»
The upturn is followed by the boom phase. 
 During this time, everything remains fine, but 
there is no longer any improvement and the first 
sectors or parameters start to deteriorate. For 
example, there is no further decline in unem-

ployment, but at the same time there is a rise in 
wages, inflation and interest rates. Another 
characteristic of this phase is accelerating credit 
growth – a development currently already 
emerging in the US consumer loans sector. It is 
extremely difficult to distinguish between the 
«upturn» and «boom» phases. This is partly be-
cause the figures differ only slightly in the transi-
tion phase and partly because the boom signals 
only come from certain areas, while other areas 
are still in upturn mode, with high growth fig-
ures. The mixed data situation makes it difficult 
to catch the transition phase as it happens. 
However, there are some clear indications that 
the boom phase has started. In the coming year, 
we shall therefore be focusing on four indicators 
so as not to miss the transition. We shall pay at-
tention to interest rates at both the short and 
long ends. Rising interest rates are a good indi-
cator, although during times of heightened cen-
tral bank activity long rates are distorted down-
wards slightly. We shall also be keeping an eye 
on inflation and wage trends. Once these two 
indicators rise, we have further evidence of the 
boom phase. Another key factor is how condi-
tions develop on the labour market, particularly 
in terms of jobs growth. Last, but not least, we 
also need to watch commodity prices, which rise 
whenever there is a boom phase.

2018 – a transitional year
Next year will see the US economy make the 
transition from the upturn to the boom. The eu-
rozone still has one or two years of upturn 
ahead, as does Switzerland. The monetary poli-
cies of these two currency areas are moving in 
the same direction and will remain ultra-expan-
sionary in 2018. Even if it scales back its 
bond-buying programme, the ECB will keep its 
foot on the accelerator and pursue a highly stim-
ulating monetary policy. The SNB will continue 
to watch developments in Frankfurt as it still fac-
es a highly volatile currency situation, despite 
the franc’s slightly weaker trend. The overvalua-
tion of the Swiss currency remains unchanged. 
The US Federal Reserve will raise its key interest 
rate, while slowly but surely reducing the size of 
its balance sheet. This shows that the Fed is 
aware of the next phase in the economic cycle 
and is tightening its monetary policy.  n

Eurozone: economic recovery consolidating, unemployment falling
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Interest rates and yields
Capital market yields set to remain low

The economy is firing on all cylinders – both in 
the US and in Europe, including Switzerland. 
Central banks are therefore slowly starting to 
retreat from their ultra-expansionary monetary 
policies of recent years. Capital market yields 
nevertheless look set to remain low for the fore-
seeable future.

In mid-December, the US Federal Reserve raised 
its key interest rate in what was already its fifth 
such move since the financial crisis. Last Octo-
ber also saw the launch of its programme to re-
duce the size of its balance sheet. The US is fur-
thest ahead in the economic cycle, with Q3 
2017 once again seeing GDP growth strength-
en compared with the previous quarter (to an 
annualized rate of 3.3%). The US labour market 
is also continuing to make pleasing headway 
and has practically reached full employment.

Rate hikes ahead despite low inflation
The positive trend on the labour market is only 
gradually having an impact on wages, however. 
This is matched by low inflationary pressure in 
the US, which is posing something of a problem 
for the Fed. Fed officials have been considering 
whether the drivers behind the low inflationary 
pressure might be more intractable than has so 
far been assumed. The members of the Federal 
Open Market Committee (FOMC) are neverthe-
less sticking to their path of gradual rate rises 
and continue to predict three hikes in 2018.

ECB makes the first move
In Europe too, the economic recovery is contin-
uing to gain momentum. In Q3 2017, eurozone 
GDP grew by an impressive 2.5% compared to 
Q3 2016. The European Central Bank is never-
theless hesitant to proceed with its first rate 
hike as inflationary pressure remains persistent-
ly below its target.  However, from January 
2018 the ECB will sharply reduce its monthly 
bond purchases, taking its first step toward the 
end of its ultra-expansionary monetary policy.

Forward guidance ensures calm
The beginning of a rate tightening cycle is nor-
mally also accompanied by a rise in long-term 
capital market yields. So far, though, there has 
been little if any sign of such a rise, with yields 

on 10-year US Treasuries, German Bunds and 
Swiss Confederation bonds (CONFs) practically 
moving sideways in 2017. The reasons for this 
certainly lie as much in central banks’ forward 
guidance as in the low rates of inflation. Where-
as before the financial crisis the monetary au-
thorities were still reticent about making state-
ments regarding the future interest rate trajec-
tory, recent years have seen central bank gover-
nors change tack and provide the markets with 
very detailed information on the longer-term 
 direction of monetary policy. The aim is to pre-
vent any nasty surprises and resulting market 
 reactions. For example, ECB President Mario 
Draghi has assured markets that interest rates in 
Europe will stay low for quite some time even 
after the end of the ECB’s bond purchase pro-
gramme. As a result, bond investors have been 
unfazed by the risk of rising interest rates. And 
as long as the monetary authorities are not 
forced to make any abrupt changes to their 
choice of words, capital market yields will stay 
low. n

Source: Bloomberg

Capital market yields moving sideways 
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Equity markets
A successful year for Swiss equities

ment, has advanced by 28%. Because of their 
agility, plus the fact that many occupy leading 
market positions, SMEs have historically traded 
at a valuation premium of 19%. This premium 
has increased again during the current year and 
now stands at 40%, indicating that some of the 
price gains have been driven not by higher earn-
ings, but by a rise in valuations. On a sector lev-
el, all ten sectors can be shown to have made 
positive contributions. 

Cyclicals rule, defensives on the defensive
As can be seen in other markets, there has clear-
ly been stronger demand for cyclical stocks, 
which have benefited from positive leading in-
dicators. Gains of around 90% for technology 
stocks put the technology sector in pole posi-
tion on a sector comparison. However, on a 
consolidated basis stocks such as ams, Meyer 
Burger, Temenos and Ascom only account for 
around 2% of the total market weighting in the 
SPI. Commodity stocks, such as Clariant, Sika 
and EMS-Chemie, also enjoyed strong demand, 
as did industrial stocks such as VAT, Belimo and 
SFS. Defensive real estate, utility and healthcare 
stocks underperformed. This segment benefits 
less from an accelerating economic trend. 
Moreover, because they often have higher divi-
dend yields, these shares become less attractive 
when interest rates rise. In terms of individual 
stocks, Austrian sensor manufacturer ams was 
the top performer, soaring by 200%. The move 
that paid off most was the previous year’s acqui-
sition of optical specialist Heptagon. Bringing 
up the rear, the other end of the performance 
spectrum consists of a handful of biotech 
stocks, along with the Myriad Group, due to be 
delisted at the end of April. Relief Therapeutics, 
Santhera, Evolva and Newron all lost more than 
45%.

Which are the stocks of the future?
In recent weeks, signs of a change of favourite 
sectors have been emerging, with cyclicals – 
and technology stocks in particular – lagging 
behind the market as a whole. By contrast, de-
fensive stocks and interest rate-sensitive finan-
cial stocks have gained momentum. This once 
again shows that sector rotations can take place 
rapidly.  n

2017 was an extremely successful year for in-
vestors in Swiss equities, with the market as a 
whole gaining around 20% on the beginning of 
the year to reach a new all-time high.

Swiss equity investors can look back on a suc-
cessful investment year, albeit one marked by 
considerable differences between individual 
stocks and indices. 

Big performance differences
In terms of market capitalization, small and es-
pecially medium-sized Swiss companies easily 
outperformed the large caps. To date, the Swiss 
Market Index (SMI), comprising the 20 largest 
stocks, has gained around 15%, whereas the 
SPI Extra, covering the small and midcap seg-

Source: Bloomberg

Small and mid caps outperform the large caps 
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Currencies
Euro: economics trumps politics 

In 2017, the euro was strengthened by a com-
bination of factors, including positive election 
outcomes in a number of EU countries, the im-
provement in the economic outlook and expec-
tations of less expansionary policies from the 
European Central Bank (ECB). In terms of the 
economy, the data of recent weeks confirm the 
positive picture. The picture is less encouraging 
on the political front.  
 
Eurozone growth rates of 0.6% quarter- on-
quarter and 2.5% year-on-year made a persua-
sive impression in the third quarter, as did 
household consumer spending and business in-
vestment. Even in countries such as Italy, Portu-
gal and Greece, economic confidence is increas-
ing. The brighter economic outlook has boost-
ed the euro. The picture is less encouraging on 
the political front. At the end of the year, the 
sense of euphoria that held sway after the 
French elections has all but evaporated. In Ger-
many, Chancellor Angela Merkel has still not 
been able to form a new government three 
months after the general election. In France, 
Emmanuel Macron is struggling to push through 
his domestic policy reforms amid the realities of 
everyday politics. There is less talk now of 
 Macron’s proposals for action to strengthen the 
eurozone. 

Higher EUR/CHF exchange rate not driven 
by SNB
Since April, the euro has gained 9% against the 
Swiss franc – a development noted with satis-
faction by the Swiss National Bank (SNB). In re-
cent years, the SNB has accumulated foreign 
 exchange reserves totalling more than CHF 700 
billion through its interventions on the currency 
markets. Since abandoning the euro exchange 
rate floor in January 2015, Switzerland’s central 
bank has had one overriding objective: to pre-
vent any excessive appreciation of the country’s 
currency. Indications of the cost of the interven-
tion can be gleaned both from the size of the 
SNB’s currency reserves and from the weekly da-
ta on banks’ sight deposits with the SNB. The 
principle behind this is that when the SNB inter-
venes in the currency market to buy euros it 
credits the equivalent amount in Swiss francs to 
the banks in their SNB accounts, increasing the 

banks’ sight deposits accordingly. Based on 
these sight deposits, the SNB was intervening to 
the tune of several billion francs per week last 
February when the Swiss franc was in demand 
and the EUR/CHF exchange rate fell to CHF 
1.06. By contrast, in recent months the sight de-
posits have been relatively steady, indicating 
that the SNB’s interventions have been on a 
small scale. The SNB is therefore not the main 
driver behind the recent shift in the EUR/CHF 
 exchange rate. 

Euro buoyed by calm market phase
The euro will hold its own well in the current 
 environment of sanguine market sentiment and 
investor optimism. The economic revival under-
way in the eurozone will continue, but if we see 
an upsurge in investor jitters, more critical 
 commentaries on the shared currency are sure 
to reemerge. We shall be keeping an eye on 
 Italy, where parliamentary elections are slated 
for next year. The increase in debt, structural 
weaknesses within the eurozone and the back-
log of reforms in the euro countries may then be 
back in the spotlight.  n

Source: Bloomberg

Sight deposits reflect the SNB's cautious stance
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2017 was an eventful year on the metals mar-
kets. After a temporary phase of weakness, in-
dustrial metals staged a clear comeback in the 
second half of the year. By contrast, after start-
ing the year on a positive note the precious 
metals markets – with the exception of palladi-
um – trended weaker.   

Since the beginning of the year, the Bloomberg 
Industrial Metals Index has gained 17%, conti-
nuing the previous year’s volatile upward trend. 
The data on industrial activity were a key price 
driver. These have improved again in recent 
months, with purchasing managers indices in 
many parts of the world now well above the 
threshold that signals further growth over the 
coming months. This development has also 

 made industrial metals more attractive to other 
market participants. 

Buying interest boosts industrial metals
Strong speculative buying interest on the futures 
markets gave an additional boost to copper, 
 aluminium and nickel prices. The improvement 
in global economic conditions suggests that 
 demand for metals should increase. In particular, 
we are continuing to focus on developments in 
China, which is the biggest producer and the 
main consumer of many commodities. The 
 Chinese government’s five-year plan includes 
structural adjustments that will nibble away at 
GDP growth rates. The speed and thrust of 
China’s efforts will have correspondingly large 
knock-on effects on industrial metals prices. 
 
Weak phase for gold 
For the year now coming to an end, it looks as 
though gold investors too will be able to look 
back on a net gain for the second year in succes-
sion. On an annual basis, the yellow metal is up 
9%. Since September’s high of USD 1,350, it has 
shed half its year-to-date gains, however. What 
is the reason for December’s weakness? The 
gold price is suffering from a combination of a 
stronger US dollar and weaker demand from in-
vestors. In the first half of the year, various poli-
tical events were still supporting the precious 
metal, but since September gold ETFs (ex-
change-traded gold funds) have received few if 
any net inflows. There is also a good chance that 
the US tax package will be finalized before the 
end of the year. This, coupled with the positive 
economic data, is fuelling more upbeat senti-
ment, pushing gold’s role as a safe haven in time 
of crisis into the background.

Gold investors as the driving force  
Recurring bouts of market volatility are likely to 
ensure that gold remains at least at the back of 
investors’ minds. By contrast, any rapid increase 
in the value of the US dollar would prove a ne-
gative for the gold price. However, such a deve-
lopment would require a sharp rise in US interest 
rates as seen last year – and this is not something 
we anticipate. Monetary policy surprises are not 
to be expected at the end of the year. The Fed 
has confirmed its moderate rate hike cycle.   n

Commodities
Opposing trends in the metals markets 

Source: Bloomberg

 Sharp price movements in industrial metals



Investment Strategy  January 20188

At the end of the year, investors who decided 
to accept risks in 2017 will be glad they did so. 
It was a good year for equities, but accepting 
higher risks paid off on the bond side too. 

By mid-December, the US S&P500 benchmark 
index was up 21%. Its European counterpart, 
the EuroStoxx 50, was up 13% and the SMI – 
not to be outdone – had gained 17%. Accept-
ing risks on equities more than paid off in 2017. 
Even with bonds, accepting additional risks 
proved worthwhile. Credit risk premiums were 
at historic low levels throughout the year and 
the price of lower-rated bonds rose accordingly. 
On the Swiss capital market, demand for bonds 
with lower ratings or subordinate bonds also 
 remained very high. 

Foundations left no scope for game spoilers
2017 was not an easy year in terms of having to 
make decisions. The economic data and the 
 cyclical outlook were promising across the 
board. Companies also published positive fig-
ures, with margins mostly at very high levels, 
fuelling hopes of substantial earnings. These 
 solid foundations greatly benefited equities and 
repeatedly deflated potential game spoilers. 

What events were potential game spoilers? 
These were mostly to be found on the political 
front, with the main focus, naturally, on the US 
under President Donald Trump. It had long been 
unclear whether he would be able to keep his 
campaign promise on tax reform, for example, 
but the stock market had already discounted 
these positive effects in share prices. So at the 
end of the year it was important for the markets 
to know that the tax package was on track. The 
conflict between North Korea and the US also 
harbours a great deal of risk potential, since any 
escalation would immediately make it a conflict 
between China and the US. The economic im-
pact of this would soon make itself felt and 
would be tricky for the equity markets to handle.

In 2018, risks will still be worth taking, but 
less so than in 2017
Next year too we expect the stock markets to 
continue to perform well to begin with. How-
ever, we expect the basis for rising equity prices, 

Investment Strategy
Risks paid off in 2017, but what about 2018?

Investment strategy

particularly the positive economic outlook, to 
weaken. In the second half of the year this weak-
ness will become increasingly apparent on the 
stock markets. On the bond side, it makes sense 
to revert to paying more attention to quality and 
liquidity. n
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Market overview
Economic data and cycles 
Data as of 10 December 2017; Source: Bloomberg, Graphics: own illustration

Economic trend in industrialized countries

 Switzerland  USA
 Eurozone  Germany

Switzerland 0.7 % 1.1 % 0.5  % 0.8 % 3.2 % 3.0% 61.2 65.1

USA 2.2 % 2.3 % 1.7  % 2.0% 4.4 % 4.1 % 58.8 58.2

Eurozone 2.4 % 2.6 % 1.5 % 1.5% 9.0 % 8.8 % 57.4 60.1

Germany 2.3% 2.8% 1.8 % 1.8 % 5.7 % 5.6 % 59.3 62.5
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Macro scenario
n  Switzerland: The economic outlook for Switzerland is very good, as the leading 

indicators show. The actual economic data are also impressive; even inflation is 
up slightly.

n  USA: The outlook for the US economy is promising. The same applies to the 
 actual economic data, which have also shown a positive trend.

n  Eurozone: The performance of the economy is convincing, with the leading 
 indicators pointing to a further broad-based improvement.

n  Germany: The outlook remains very good, with all leading indicators having 
 improved yet again at a very high level.

Economic trend in emerging markets

 China  India
 Brazil  Russia
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China 6.9 % 6.8 % 1.8 % 1.7 % 4.0 % 4.0% 51.0 50.8

India 5.6% 6.1% 2.4% 3.6 % – – 50.3 52.6

Brazil 0.4 % 1.4% 2.5% 2.8% 7.5 % 8.2 % 51.2 53.5

Russia 2.5% 1.8 % 3.3% 2.5 % 5.1 % 5.1% 53.2 56.3

Macro scenario
n China: Although the Chinese economy is in robust shape, the outlook is hardly 

 stellar. The Chinese government’s five-year plan includes structural adjustments 
that will nibble away at GDP growth rates. 

n India: India’s economic development continues to look promising. The govern-
ment led by President Modi is unifying the country and providing it with fresh 
 perspectives.

n Brazil: Brazil has finally emerged from its prolonged crisis. But despite this coun-
try’s catch-up potential, euphoria would be misplaced. The political situation is 
unstable.

n Russia: Russia has bottomed out. The economic situation is showing signs of im-
provement.

  positive assessment    neutral assessment    negative assessment

  positive assessment    neutral assessment    negative assessment
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Interest rates and currencies
Data as of 10 December 2017; Source: Bloomberg, Graphics: own illustration

Switzerland: The SNB will still align its monetary policy on 
that of the ECB. Inflation remains low.
Outlook: The SNB will wait for the ECB to make its first inter-
est rate move and so will not raise its key rate before summer 
2019.

Eurozone: Despite positive economic data, the ECB will con-
tinue to buy bonds (EUR 30 billion per month) at least until 
September 2018.
Outlook: The debate over the ECB’s first rate hike will already 
push up interest rates toward the end of 2018.

USA: Positive economic data, particularly on the domestic 
economy, will favour further rate hikes.
Outlook: The Fed will continue to gradually raise its key rate. 
We expect three rate moves in 2018.

Switzerland: Negative interest rates, low inflation and de-
mand for bonds are keeping interest rates low.
Outlook: We expect interest rates to rise slightly in the medi-
um term in step with the eurozone.

Eurozone: The economic recovery is becoming noticeable. 
The tapering of the bond purchase programme will neverthe-
less take place only slowly. The prospect of an ECB rate hike 
is therefore off the agenda until 2019. 
Outlook: Discussion over initial ECB rate hike will see capital 
market rates rise towards the end of 2018.

USA: Positive economic prospects. Wage pressure firming 
slowly. Other interest rate hikes will follow.
Outlook: Rising medium-term yields due to rate-hiking cycle 
and reduction in the size of the Fed’s balance sheet.

EUR/USD: The dollar is benefiting from the discussion over tax 
reform, whereas a circumspect ECB is acting as a drag on the 
euro. Rosier economic prospects and recurring market expecta-
tions of an adjustment to ECB monetary policy will continue to 
support the euro.

USD/CHF: The currency market has grown accustomed to the 
Fed’s tighter monetary policy. The US administration’s unclear 
policies are clipping the dollar’s wings.

EUR/CHF: The recent weakening of the franc will have been 
music to the Swiss National Bank’s ears – but no adjustment to
monetary policy for the time being.

Key interest rates for selected central banks

Capital markets: yields on individual 10-year government bonds 

Currencies: rates for selected currency pairs
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Equity and commodity markets
Data as of 10 December 2017; Source: Bloomberg, Graphics: own illustration

In general: 
n   The stock markets remain robust.
n   The outlook for earnings is positive.
n   Uncertainties arising from political events will remain in  

the background as they have so far not had any economic 
impact.

n   There will only be a lasting impact on the stock market once 
the political difficulties translate into weaker economic ac-
tivity.

n   For the time being, the economic outlook will dominate in 
a positive way.

In general: 
n Valuation ratios have increased during the course of the year.
n Valuations are above the average for the last 10 years.

Outlook: 
n All markets show positive earnings growth.
n Europe and the Emerging Markets currently have the strong-

est forecast earnings growth.

Oil price: Since September, the trend has been on an upward 
trajectory – a new development in 2017.
Outlook: Opec is holding down its production quota until 
the end of 2018. This, coupled with the prospect of further 
falls in inventories, will support the oil price. Booming US oil 
production will act as an obstacle to any significant price rises 
for now.

Gold price: Gold reached an annual high in September, then 
came the correction. Higher interest rate expectations and a
stronger US dollar brought it back down to earth.
Outlook: The prospect of higher US interest rates together 
with low inflation are limiting gold’s upside potential. By con-
trast, continued demand for safe investments remains a price 
prop.

Equity markets for selected regions (indexed)

Valuations: estimated P/E ratio for selected regions and markets 

Commodity markets: Price trend for oil and gold
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Financial markets and forecasts
Closing prices as of 10 December 2017; Source: Bloomberg; Forecast: SGKB

Key interest rates 12 Months ago 3 Months ago Current Forecast 
3 Months

Forecast 
12 Months

SNB –0.75 % –0.75 % –0.75 % –0.75 % –0.75 %

ECB 0.00 % 0.00 % 0.00 % 0.00 % 0.00 %

FED 0.25 % – 0.50 % 1.00 % – 1.25 % 1.25 % – 1.50 % 1.50% – 1.75% 2.00 % – 2.25 %

Capital market yields 12 Months ago 3 Months ago Current Forecast band  
3 Months

Forecast band
12 Months

10-year Conf. –0.07% –0.16 % –0.16% –0.10 % – 0.10 % 0.20 % – 0.40 %

10-year German Bund 0.37% 0.34% 0.31% 0.45 % – 0.65 % 0.90 % – 1.10 %

10-year Treasury 2.47% 2.13 % 2.38% 2.40 % – 2.70 % 2.70 % – 3.00 %

Currencies 12 Months ago 3 Months ago Current Forecast band  
3 Months

Forecast band
12 Months

EUR/CHF 1.0780 1.1430 1.1691 1.12 – 1.17 1.08 – 1.13

USD/CHF 1.0134 0.9563 0.9927 0.94 – 0.99 0.94 – 0.99

EUR/USD 1.0635 1.1953 1.1773 1.16 – 1.21 1.12 – 1.17

Commodities 12 Months ago 3 Months ago Current Forecast band  
3 Months

Forecast band
12 Months

Oil (WTI, USD per barrel) 52 48 57 55 – 60 55 – 65

Gold (USD per oz) 1162 1328 1248 1200 – 1300 1200 – 1300

Equity markets YTD Valuation
(est. P/E) Current Index Trend

last 3 Months
Trend 

last 12 Months

S&P500 (local currency) 20.7% 19.8 2652

EuroStoxx50 (local currency) 12.6% 15.6 3591

SMI (local currency) 17.1% 19.1 9319

MSCI Emerging Markets in USD 31.7% 13.8 1111



Disclaimer: The information contained on this Recommendation List and specifically the descriptions of individual securities constitute neither an offer to purchase the securities  
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