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Dear Investor,

The Turkish currency crisis evokes 
memories of the Asian crisis of 
1997. Turkey’s plight may not be 
quite the same as that of Sou-
theast Asia back in those days, 
but there are some parallels. Tur-
key has a current account deficit 

of USD 57 billion. Current account deficits are a 
feature of many emerging markets. These coun-
tries have higher-than-average economic growth 
rates. They have no shortage of labour, but they 
do not yet have sufficient capital to finance their 
high growth. In addition, many – including Tur-
key – need to import essential raw materials. 
However, to cover their current account deficits, 
they are dependent on annual capital inflows 
from abroad amounting to billions of dollars.

The second weak point Turkey shares with other 
emerging nations is its foreign currency-deno-
minated debt, the currency of choice being the 
US dollar. In contrast with the industrialized 
countries, the debt problem lies not at state le-
vel, but on the level of local banks and other 
businesses. As domestic capital is limited and lo-
cal currency interest rates are high, borrowers 
opt instead for loans or bond issues at lower in-
terest rates in hard foreign currency. As long as 
sentiment on the financial markets remains po-
sitive, foreign investors in search of higher re-
turns are quite willing to make such invest-
ments. The massive inflow of funds into emer-
ging market bonds in recent years has once 
again confirmed this.

However, dependence on foreign capital is a 
double-edged sword. During weaker economic 
periods the flow of funds quickly goes into re-
verse. Add to this political uncertainties of the 
type created in Turkey after President Erdogan 
decided to strip the country’s central bank of its 
powers, and confidence soon evaporates. The 
ensuing capital outflows put the local currency 
under pressure, compounding the sense of 

uncertainty among foreign investors. It is there-
fore no coincidence that many emerging na-
tions build up large foreign exchange reserves 
during the good times, which they can use to 
stabilize their domestic currency if and when 
the need arises.

So far the Turkish currency crisis has followed a 
classic pattern. The fall in the value of the lira 
has pushed up the price of imported products 
and raw materials. As a result, inflation soared 
to nearly 16% in July, which will be a major bur-
den for the Turkish public. The depreciation of 
the lira has turned the country's foreign curren-
cy debt into a sword of Damocles. Banks and 
companies are no longer able to pay the interest 
they owe in expensive dollars and face the th-
reat of collapse.

We know how the crisis can and must be resol-
ved from previous experiences of other emer-
ging countries. The Turkish central bank will 
need to raise interest rates even higher. Over 
time, this will enable it to stabilize the currency 
and bring inflation down to reasonable levels. 
The drastic remedy of very high interest rates 
will push the Turkish economy into a harsh re-
cession. If it is to rehabilitate its banking system 
and provide fresh growth stimulus, Turkey will 
need to have access to foreign loans. As private 
investors fearful of further losses will not be wil-
ling to provide such loans, the country will have 
no choice but to go to the IMF and request an 
emergency loan. Incidentally, the last time Tur-
key had to do this was in 2012.

 
Dr. Thomas Stucki

Chief Investment Officer

Editorial
Emerging markets live on trust 
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Economy
China's economy shows signs of weakness

In recent years, China's central government 
has increasingly restricted the shadow banking 
system. Now it is reaping the consequences 
in the form of significantly lower investment 
growth and comparatively sluggish growth. 
Against this background, a trade war with the 
United States could hardly come at a less op-
portune moment.

In mid-2016, the growth rate for investment in 
the infrastructure sector stood at more than 
20%. At the end of 2017, the rate was still 
10%, but has now fallen below zero, and is 
continuing to trend lower. As government 
spending accounts for approximately 30% of 
China's GDP, infrastructure investment is a key 
factor. While the decline has been somewhat 
offset by investments in the real estate and in-
dustrial sectors, there can be no disguising the 
fact that China's growth is increasingly level-
ling off. However, the reasons for the weak 
growth are of the country's own making. 

Government intervenes in shadow ban-
king system
The Chinese government has been increasin-
gly trying to get a grip on the country's burge-
oning «shadow banking» system. Off-balan-
ce-sheet infrastructure financing by local 
government accounts for a significant propor-
tion of this. Local governments have been ple-
ased to avail themselves of this type of finan-
cing option as they were legally barred from 
accessing the traditional capital market and 
were not supposed to take on any debt. How-
ever, to advance their political careers and ple-
ase the central government in Beijing, local 
governors looked for ways and means of gene-
rating growth. Investing in infrastructure 
through off-balance-sheet borrowing was a 
popular way of achieving this. Over time, 
though, this shadow banking system became 
so large that its collapse would pose a threat to 
the system. Realising this, the central govern-
ment has increasingly been trying to put a 
stop to this type of capital procurement in re-
cent quarters. However, this has not been wi-
thout consequences for growth in infrastruc-
ture spending and therefore for economic 
growth.

Trade war badly timed
Against this background, a trade war with the 
United States could hardly come at a less op-
portune moment. In parallel with the restric-
tions on the shadow banking system, the Chi-
nese government has eased the reserve requi-
rements for banks, but an additional weake-
ning of the export sector through trade dispu-
tes would come at a difficult time. The equity 
and foreign exchange markets have already re-

Source: Bloomberg

China's infrastructure investments down
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sponded to the uncertainty, with the Chinese 
stock market correcting by more than 20% in 
the first half of the year, while the renminbi fell 
by nearly 10%. The weak currency does help 
exporters by making Chinese products chea-
per, but it is increasingly giving rise to uncer-
tainty over the stability of the Chinese financi-
al system. A full-blown trade war could cost 
China 0.3–0.5% growth points. This might not 
seem much at first sight, but against the back-

ground of a generally weak economy it is a  
very unwelcome side-effect that the central 
government could do without. 

China's central bank provides counterweight 
with bond-buying programme
The People's Bank of China has responded to 
the possibility of an economic slowdown with 
precautionary measures. In addition to the re-
laxations already introduced for the banks in 
relation to the reserve rate, the PBoC has now 
also significantly eased the conditions for de-
positing securities for loans. To receive liquidi-
ty from the central bank, Chinese banks need 
to lodge securities as collateral, in line with the 
requirements of any other central bank. Up un-
til now, these securities have had to meet the 
strictest requirements. At the beginning of Ju-
ne, the PBoC lowered these requirements sig-
nificantly in an effort to improve the liquidity 
situation for smaller borrowers and now ac-
cepts de facto junk bonds as collateral. The ef-
fect is clear: the banks will now be willing to 
extend loans to a significantly wider range of 
companies as they will now be able to securi-
tize those loans and lodge them as collateral 
with the central bank. The effect of this mea-
sure is comparable with the bond purchase 
programmes of other central banks and pro-
vides the Chinese economy with cheap mo-
ney.

Coming months are crucial
The next few months will be crucial for China's 
economy. Firstly, it will become clearer where 
the trade war with the US is heading. If it con-
tinues to escalate, it will increasingly have an 
impact on the real economy. Secondly, it will 
emerge whether the extra central bank liquidi-
ty has reached its intended target or whether it 
has simply been dissipated in the system. As far 
as the trade war is concerned, despite high 
costs China already appears to have braced its-
elf for a prolonged confrontation. The three-
year plan to rein in the shadow banking system 
has already been put on the back burner. At 
present, the focus has shifted back to stabili-
zing economic growth. Efforts to reduce the 
risks in the financial system will have to wait for 
now. n

China: correction in equity prices and currency 

Source: Bloomberg
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Interest rates and yields
Will the US continue to set the trend?

A popular saying states that «when the US 
sneezes, the rest of the world catches a cold». 
Even today, the United States usually sets the 
trend, particularly on the financial markets.

Over the last two years, interest rates in Europe 
and Switzerland have indeed moved pretty 
much in step with US rates. This was also the 
case at the beginning of this year, when higher-
than-expected wage growth in the US pushed 
up inflation expectations, causing yields to rise 
significantly not only in the US, but also in Euro-
pe and Switzerland. Since then, though, interest 
rate trends have diverged.

US monetary policy unchanged
Since last February, yields on 10-year US Treasu-
ries have been moving sideways within a range 
between 2.80% and 3.00%. There has been litt-
le change in the alignment of US monetary poli-
cy in recent months. The Fed remains committed 
to its rate-hike cycle and is increasing its key in-
terest rate by a quarter of a percentage point 
each quarter. The pleasing economic trend, with 
4.1% annualized GDP growth in Q2 and a core 
inflation rate back at 2% for the first time for 
more than five years, favours further rate hikes.

The picture in Europe has changed
By contrast, the picture in Europe looks slightly 
different. At the beginning of the year, the posi-
tive economic data were still prompting specula-
tion that the European Central Bank might end 
its QE programme early and raise interest rates 
for the first time before the end of the year. 
However, the European economy has since slo-
wed down appreciably and the inflationary pres-
sure is fairly moderate with a core rate of 1.1%. 
As a result, the ECB will not be ending its bond-
buying programme until the end of the year. The 
ECB has also decided to leave its key interest ra-
tes unchanged at least until after summer 2019. 
A rate hike this side of September 2019 can 
therefore be practically ruled out. Market expec-
tations for the ECB's first interest rate move ha-
ve therefore receded significantly further into 
the future. As a result, unlike equivalent US 
yields, yields on 10-year German Bunds have fal-
len significantly since February, and are now 
0.45% off their annual peak.

Switzerland looks to Europe
Swiss interest rates have followed a similar pat-
tern. Although the Swiss economy is enjoying 
gratifyingly strong growth, the Swiss National 
Bank will not increase its key interest rate before 
the European Central Bank. The risk of an unwan-
ted appreciation of the franc would be too great. 
However, the US still has significant implications 
for Swiss interest rates: a thriving US economy is 
the basis for a strong economy in Europe and 
Switzerland, which will pave the way for an initi-
al rate hike next year. So over the medium term, 
the continuing positive US economic data and the 
further rise in inflation will also be conducive to 
higher interest rates in Switzerland.  n

Source: Bloomberg

Widening yield gap
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Equity markets
USA: strong mid-year earnings growth

higher oil and gas prices. The average oil price 
was 40% higher than in the prior-year period. In 
the case of materials, growth was mainly driven 
by commodity stocks, which benefited from ri-
sing prices and volumes. The IT sector was boos-
ted by long-term trends, such as cloud compu-
ting, software-as-a-service and Internet compa-
nies. 

Where will things go from here?
For the second half of 2018, analysts expect ear-
nings growth to remain high at 20%. US econo-
mic data continue to present a robust trend, 
which is providing support. On the other side of 
the equation there are concerns over rising infla-
tion, a tighter monetary policy and a widening 
trade war. The strong growth outlook is reflec-
ted in valuations, some of which are quite subs-
tantial. Thus, in terms of price/earnings ratios 
(P/E), eight sectors are trading above their 10-ye-
ar average. The most expensive are stocks from 
the consumer staples sector with a P/E of 21, fol-
lowed by technology stocks with a P/E of 19. The 
cheapest sectors are currently telecoms and fi-
nancials, with P/E ratios of 10 and 13 respec-
tively. 

Swiss reporting season
After a bumpy start, in which small and mid-
caps proved particularly disappointing, the Swiss 
reporting season is going well. Large caps such 
as the big banks, ABB, LafargeHolcim, Nestlé, 
Novartis, Roche and Sika were able to convince 
investors. According to the Bloomberg news ser-
vice, Swiss companies full-year earnings growth 
for 2018 is expected to average 10%. 

Good basis 
A robust economic situation provides a good ba-
sis for further increases in corporate earnings. 
There are currently no signs that the economy 
might be heading for a significant slowdown. A 
jump in inflation rates due to higher energy pri-
ces which might prompt the Fed to raise interest 
rates more quickly also appears unlikely. Howe-
ver, the capacity reserves in the US economy are 
gradually being exhausted. The turning point in 
the economic cycle will become an issue next ye-
ar. In this environment, share price volatility will 
increase.  n

In the US, most companies have now published 
their first-half results. How have the results be-
en and what are the expectations for the second 
half of the year?

The earnings figures of most companies in the 
US benchmark S&P500 index exceeded analysts' 
high expectations by a clear margin, with ear-
nings growth in Q2 2018 averaging around 
25%. This is the second highest quarterly growth 
since the end of 2010. Growth in sales over the 
same period was somewhat lower, at around 
10%. All eleven sectors contributed to the 
growth, and ten of them – led by the energy, ma-
terials and technology sectors – boasted double-
digit growth rates. Apart from the US tax reform, 
which contributed 8% to earnings growth, the 
reasons for the dynamic performance trend dif-
fered. For energy stocks, the impetus came from 

Source: Bloomberg

Higher US profit growth reflected in share price index
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Currencies
Political uncertainties leave their mark

August was dominated by one major issue: the 
Turkey crisis. Fears of contagion effects on other 
emerging markets or on the European financial 
sector also triggered movements on the foreign 
exchange markets. 

In August, the already beleaguered Turkish lira 
came under even greater downward pressure, 
slumping to a new all-time low against the US 
dollar and briefly dipping 45% below its level at 
the beginning of the year. The Turkey crisis fo-
cused attention on concerns over contagion ef-
fects on other emerging markets. Countries 
with high current account deficits and low for-
eign exchange reserves are particularly vulnera-
ble. Among other developments, Argentina 
had to apply for an assistance loan from the In-
ternational Monetary Fund (IMF). Russia has 
large foreign exchange reserves, but is increas-
ingly feeling the pinch of economic sanctions. In 
Brazil the economic recovery phase is proving 
difficult, and with elections looming the uncer-
tainty has even increased recently. 

Euro hit by lack of confidence 
The euro also suffered from a reversal in senti-
ment. This was mirrored by the movements of 
the EUR/CHF exchange rate, which slipped in 
stages to CHF 1.13 per euro, its lowest level 
since mid-2017. Back in May, the currency pair 
had traded at CHF 1.20. The decline was initial-
ly fuelled by the elections in Italy and, more re-
cently, by the gyrations of the Turkish lira. On 
the one hand, the Swiss franc is a good indica-
tor of confidence in the eurozone. The euro's 
slide also shows that the shared currency re-
mains vulnerable to the financial markets' neg-
ative reactions to political uncertainty. This in-
cludes the tense situation in Turkey, which 
could cause problems for the European banking 
system. In September, Rome's budget planning 
for 2019 will provide a further test of sentiment. 
The spread between German and Italian gov-
ernment bonds – a kind of risk premium – wid-
ened again in August. 

SNB keeps watchful eye on rising franc
Italy and Turkey have shown that the Swiss franc 
experiences safe-haven demand when uncer-
tainty arises in the eurozone. The Swiss Nation-

al Bank will closely monitor developments on 
the foreign exchange market and try to prevent 
the emergence of any euphoria which could 
cause the franc to appreciate. In our view, this 
also implies that the SNB will not be able to raise 
interest rates before the ECB as this would risk 
triggering a rise in the value of the franc. As well 
as monitoring the euro, the SNB will also keep a 
close watch on the USD/CHF exchange rate. For 
months, the franc has remained close to parity 
against the dollar. The American currency can 
be expected to continue to move sideways, driv-
en by a combination of interest rate hopes and 
US politics. n

Source: Bloomberg

Emerging market currencies under pressure 
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The second half of 2018 got off to a slack start 
on the metal markets. Industrial metals were un-
der pressure, as a glance at the Bloomberg In-
dustrial index shows. Precious metals, too, have 
turned in a mixed performance so far this year. 

The commodity markets are torn between poli-
tical uncertainties and strong economic condi-
tions, particularly in the industrialized countries. 
In mid-August, the unfolding Turkey crisis focus-
ed attention on concerns over contagion effects 
on the emerging markets. While yields on 
government bonds perceived as safe made gains 
– as did classic crisis currencies such as the Swiss 
franc and the yen – the gold price dipped below 
USD 1,200 per ounce for the first time since the 
beginning of 2017. Despite higher market vola-
tility, gold slumped by 11% between April and 
August. Sentiment on the gold market was de-

pressed by the stronger US dollar. We expect this 
dependency on the US dollar to persist for the 
time being. 

Gold sentiment at a low ebb 
The fact that gold has not been high on investors 
list of preferences recently is confirmed by the 
performance of exchange-traded gold funds 
and the behaviour of speculative investors in the 
futures market. The latter are particularly wary 
of the yellow metal. What is most striking here is 
the record number of short positions in August. 
In the past, such a one-sided market positioning 
among this group of investors has invariably led 
to counter-movements. One potential trigger 
for this would be an unexpected monetary poli-
cy u-turn. However, in the US, the Fed is perse-
vering with its policy of gradual interest rate hi-
kes, which rather limits the potential for a signi-
ficantly higher gold price. Thus, in the minutes 
of its last monetary policy decision on 1 August, 
the Fed confirmed the prospect of further rate ri-
ses. 

Damper for industrial metals 
After initially maintaining the impetus of the 
previous year, industrial metals lost ground as 
the year wore on. The optimism of many inves-
tors has recently given way to a more cautious 
stance, partly in response to weaker economic 
data from China. This, coupled with uncertainty 
over developments in the emerging markets in 
light of the Turkish crisis, caused many industrial 
metals to lose ground. In April, aluminium tem-
porarily jumped by just under 30%, but has 
since embarked on a correction. Copper has al-
so been faltering since June and has lost more 
than 10% over the past two months. In particu-
lar, we are continuing to focus on developments 
in China, which is the biggest producer and the 
main consumer of many industrial metals. 
China's government has long been working to-
ward modernizing the country's economic struc-
ture and is increasingly trying to get a grip on its 
credit risks. At the same time, China is keen to 
reduce its overcapacity in the commodities sec-
tor. The speed and thrust of Beijing's efforts on 
the economic policy front will have correspon-
dingly large knock-on effects on industrial me-
tals prices.  n

Commodities
Metal markets in the doldrums 

Source: Bloomberg

Metal markets off to a weak start in second half
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The economic outlook is positive, but slightly 
weaker. However, risks are starting to multiply 
and pose more of a threat. The basis for equi-
ty markets are good, but the shift in the balance 
between risk and opportunity will increase share 
price volatility. 

Purchasing managers' surveys always provide a 
reliable barometer of sentiment. The more opti-
mistic they are, the higher the survey results and 
the better the economic outlook. The survey re-
sults had reached record levels over the past 18 
months, but are now slightly lower. In the euro-
zone in particular they have fallen, but still signal 
solid economic activity. The same applies to the 
survey results for China and Switzerland. Only in 
the US does the outlook remain as upbeat as 
ever. A glance at the earnings forecasts reveals a 
similar picture. Effectively a survey of sentiment 
among financial analysts, these also show a pre-
dominantly positive earnings outlook for US 
equities but conspicuously more subdued fore-
casts for the European markets. Overall, the big 
picture in terms of the outlook on the stock mar-
kets remains positive. While still at a high level, 
though, the outlook is now less rosy. This has 
shifted the big picture more towards risks. The 
uncertainty and the share price volatility will in-
crease.

Risks have intensified
Not only is the economic outlook slightly wea-
ker, but the risks have also become more acu-
te. The dispute between China and the United 
States poses a risk for China’s economic model, 
particularly over the medium-term. While the 
trade war is certainly regrettable, for the mo-
ment China can counter its effects by adopting 
a more expansionary monetary policy and ta-
king other economic policy measures. If the 
trade dispute won't be resolved,  this will take 
its toll and will be reflected in China’s econo-
mic figures in the medium-term. We also see 
the situation in Turkey as important. To be su-
re, fears that potential credit defaults could de-
stabilize the European banking sector are ex-
aggerated. The European banks are active in 
the Turkish market, but mainly through invest-
ments. Even if they have to write off these in-
vestments, their capital cover will not be ero-

Investment Strategy
Basically solid, but risks emerging

Investment Strategy

ded to the point of threatening their survival. 
However, the knock-on effects of the Turkey 
crisis show that when market sentiment takes 
a hit this triggers a flight out of cyclical invest-
ments. The decline of the euro is an example of 
this, but so too is the widening of credit risk 
premiums on the capital markets and the out-
flow of capital from emerging markets.

Reduce risks and take profits 
Given the somewhat clouded outlook, we are 
reducing the overweighting of equities to a ba-
lanced weighting. We are now keeping Euro-
pean equities underweight as we basically want 
to reduce the risk. We are taking some profits 
on the US equity allocation, but are retaining a 
slight overweighting due to the positive out-
look. n
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Market overview
Economic data and cycles  
Data as of 20 August 2018; Source: Bloomberg, Graphics: own illustration

Economic trend in industrialized countries

 Switzerland  USA
 Eurozone  Germany

Switzerland 2.0 % 2.4 % 0.8 % 1.2 % 2.7 % 2.6 % 63.6 61.9

USA 2.6 % 2.8 % 2.5 % 2.9 % 3.9 % 3.9 % 57.3 58.1

Eurozone 2.5 % 2.2 % 1.3 % 2.1 % 8.5 % 8.3 % 56.2 55.1

Germany 2.1 % 2.0 % 1.6  % 2.0  % 5.3 % 5.2 % 58.1 56.9
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n Switzerland: The outlook for the Swiss economy remains good. However, the 
stronger Swiss franc will make itself felt.

n USA: While the US economy is in good shape, the leading indicators show mo-
mentum flattening off at a high level.

n Eurozone: The economy is performing strongly, but the phase of rapid expansion 
is faltering: growth is looking weaker.

n Germany: The outlook remains positive. Companies are optimistic about the fu-
ture. However, the momentum is waning.

Economic trend in emerging markets

 China  India
 Brazil  Russia
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China 6.8 % 6.7 % 1.8 % 2.1 % 3.9 % 3.8 % 51.0 50.8

India 6.6 % 7.6 % 4.6 % 4.2 % – – 53.1 52.3

Brazil 2.1 % 1.2 % 2.8 % 4.5 % 7.5 % 8.2 % 49.8 50.5

Russia 1.3 % 1.8 % 2.4 % 2.5 % 4.9 % 4.7% 52.0 51.7

n China: China has significantly eased its monetary policy to counter the current 
slowdown in economic growth. The trade war with the United States could 
hardly come at a less opportune moment.

n India: India’s economic development is continuing to pick up. The outlook re-
mains bright.

n Brazil: The outlook has deteriorated again. The recovery phase is continuing to 
prove difficult. Moreover, the prospect of elections is giving rise to greater uncer-
tainty.

n Russia: Russia is benefiting from the rise in oil prices. The outlook is slightly pos-
itive, but not euphoric.

  positive assessment    neutral assessment    negative assessment

  positive assessment    neutral assessment    negative assessment

Recovery

Recession

Boom

Downturn

Recovery

Recession

Boom

Downturn
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Interest rates and currencies
Data as of 20 August 2018; 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 is waiting for the ECB to make its first interest 
rate move and will raise its key interest rate in September 2019.

Eurozone: The ECB will end its bond-buying program in De-
cember. Between now and then it will taper in small increments.
Outlook: Key interest rates will remain low even after the end 
of the bond purchase program. First rate hike in September 
2019.

USA: Positive economic data will favour further rate hikes.
Outlook: The Fed will continue to gradually raise its key rate. 
We expect two more 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 outlook is positive. 
Outlook: The debate over the ECB’s first rate hike will push up 
interest rates mid-year of 2019.

USA: Positive economic prospects. Other interest rate hikes 
will follow. 
Outlook: We expect rising yields in the medium term owing to 
the cycle of interest rate rises and higher inflation.

EUR/USD: The interest rate advantage is supporting the USD. 
However, the US twin deficits and the latent trade conflict re-
main potential stress factors for the greenback.

USD/CHF: Further US interest rate hikes favour the USD. On 
the other hand, the political toings-and-froings are stoking
uncertainty and doubts over the direction of the US economy.

EUR/CHF: The franc is a good indicator of confidence in the 
eurozone. As the euro's slide in May showed, the shared cur-
rency remains vulnerable to the financial markets' negative re-
actions to political uncertainty.

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 20 August 2018; Source: Bloomberg, Graphics: own illustration

The trade conflict is still hanging over the markets like a sword 
of Damocles. The markets are benefiting from the positive 
trend of the economy and earnings. The outlook for earn
ings remains positive. European markets are currently bur
dened by the problems in Turkey and by Italy's budget debate.

Valuations are still high, but have decreased thanks to in
creases in earnings. All markets show positive earnings 
growth. Forecast earnings growth has continued to improve 
in the US, but has flattened off in the eurozone and Switzer
land.

Oil price: The new US sanctions against Iran caused a price 
surge. While global demand and falling inventories are impro-
ving the outlook on the oil market, record high US oil produc-
tion is preventing a substantial price increase.

Gold price: Gold has had a hard time recently. Even the uncer-
tainty surrounding the US/China trade dispute failed to boost 
the precious metal. Instead, for months now the gold price has 
been dependent on the US dollar.

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 20 August 2018; 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 –0.40 % –0.40 % –0.40 % –0.40 % –0.40 %

FED 1.00 % – 1.25 % 1.50 % – 1.75 % 1.75 % – 2.00 % 2.00 % – 2.25 % 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. -0.14% 0.10 % –0.13 % 0.05 % – 0.25 % 0.40 % – 0.60 %

10-year German Bund 0.40% 0.52 % 0.30 % 0.50 % – 0.70 % 0.90 % – 1.10 %

10-year Treasury 2.18% 3.06 % 2.82 % 3.00 % – 3.30 % 3.20 % – 3.50 %

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

Forecast band
12 Months

EUR/CHF 1.1363 1.1761 1.1383 1.13 – 1.18 1.12 – 1.17

USD/CHF 0.9619 0.9973 0.9916 0.98 – 1.03 0.95 – 1.00

EUR/USD 1.1815 1.1791 1.1482 1.13 – 1.18 1.15 – 1.20

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

Forecast band
12 Months

Oil (WTI, USD per barrel) 47 72 66 65 – 75 70 – 80

Gold (USD per oz) 1292 1293 1190 1200 – 1300 1250 – 1350

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

last 3 Months
Forecast 

3 Months

S&P500 (local currency) 8.2 % 17.7 2857

EuroStoxx50 (local currency) 0.4 % 13.8 3394

SMI (local currency) 0.2 % 16.0 9060
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