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Dear investor,

The United States calls the shots on the finan-
cial markets. Critics may point to America’s 
staggering 17.5 trillion dollar debt – equiva-

lent to USD 55,000 per head of 
the population. Others may talk 
of China taking over from the US 
as the next dominant global eco-
nomic power. This, despite the 
country’s somewhat tarnished im-
age of late: a struggling econo-

my, pictures of a Beijing cloaked in smog and 
reports of dubious financial structures going 
bust, have taken some of the shine off China’s 
reputation as an economic powerhouse. It is 
still Wall Street and US news that set the tone 
and pace on the global financial markets.

This is not all that surprising considering that 
the US economy accounts for 23% of global 
output. China’s GDP is barely half that of the 
US, while Japan’s is one third. Direct or indirect 
exports to the US consumer market are of major 
importance to many economies. The observa-
tion that «when the US consumer sneezes, the 
global economy catches a cold» is more than 
just a trite platitude. China and other emerging 
nations may have significantly higher growth 
rates than the US, but it will be another 20 
years or so before China overtakes the US as 
the world’s number one economy.

The financial markets are heavily dependent on 
the US. Share prices in Europe replicate price 
movements on Wall Street virtually within min-
utes, while share prices in Japan and other 
Asian markets mirror the previous day’s trend 
on the US market. A similar pattern emerged 
last summer on the interest rate front. When 
the then Fed Chairman Ben Bernanke’s «taper-
ing» announcement triggered a jump in US in-
terest rates, rates in Europe, including Switzer-
land, promptly followed suit – despite the fact 

that neither the European Central Bank nor the 
Swiss National Bank gave so much as a hint 
of any change in their own monetary policies. 
Attempts to decouple are a recurrent phenom-
enon. The falls in European and Swiss interest 
rates in response to possible further ECB moves 
to ease monetary policy are an example of this. 
However, experience shows that such decou-
plings are invariably short-lived.

The US dollar is the world’s uncontested lead 
currency. To play this role, a currency needs to 
fulfil two conditions. The currency area needs 
to be big enough to ensure the availability of 
a sufficiently large volume of the currency in 
question. There also needs to be a large, li- 
quid capital market offering investment opportu- 
nities for major institutional investors. The euro-
zone would qualify on both counts. It is there-
fore not surprising that the euro was being tout-
ed as a viable alternative to the dollar before 
the euro crisis laid bare the weaknesses of the 
eurozone. The renminbi capital market is sim-
ply too small and too tightly regulated for the 
Chinese currency to qualify as a serious rival 
to the dollar.

The influence of China, India and other coun-
tries will increase over time. When taking in-
vestment decisions, however, we still need to 
look across the Atlantic if we wish to form a 
proper picture of the situation. There is no way 
around the US.

 
Dr. Thomas Stucki

Chief Investment Officer

Editorial
US dominance of the financial markets is, 
and will remain, a fact of life
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that even when GDP growth has already re-
turned to positive territory, unemployment still 
remains high. In this sense, the labour market 
does not have any direct predictive implica-
tions. However, because the work situation has 
a powerful impact on people’s general sense 
of well-being, attitudes toward the future and 
economic sentiment, conditions on the labour 
market do allow us to draw indirect inferenc-
es on the direction the economy is moving in. 
Take the example of the US: the post-crisis re-
cession left a big shortfall in employment. The 
positive signals are gradually increasing. Un-
employment has now eased from a record-high 
10% to 6.3%. US employment growth has also 
been boosted, with the past three months see-
ing new jobs created at a rate of more than 

The US labour market is setting the pace. This is 
partly because the Fed’s monetary policy is to a 
large extent geared to progress on the employ-
ment front, but also partly because a strong la-
bour market lays the groundwork for prosperi-
ty and growth.

Full employment is an important economic policy 
objective. The reason for this is simple: someone 
who is in work is earning money and can afford 
to buy things and enjoy a prosperous life. The 
more people are in work, the richer a country is 
likely to become. A consistently positive labour 
market trend is also a key stabilizing factor for a 
country. The labour market maintains social co-
hesion and is also crucial in shaping the prevail-
ing mood in a country. If you know you have a 
job or can find a job, you see the future in a pos-
itive light. The opposite is currently in evidence 
in the southern EU member states. In Spain, one 
in four people are out of work and there is so far 
little sign of any substantial improvement. 

Brain drain
The result is that those who can are leaving the 
country. This may put Spain at a competitive dis-
advantage in the medium term as many skilled 
workers will try their luck elsewhere. Economic 
growth is also still at a low ebb as households 
are holding back with consumer spending and 
investment activity among companies remains 
sluggish. Against this background, political sta-
bility is at tipping point and the problem of youth 
unemployment is demotivating an entire genera-
tion. Developments on the labour market are al-
so crucial to the inflation outlook and therefore to 
the shaping of monetary policy. Western central 
banks have equated an inflation rate of around 
2% to stable and therefore «good» inflation. This 
is because a moderate rate of inflation enables 
companies over time to raise their prices and pay 
higher salaries, resulting in increased prosperity. 
By contrast, when the labour market is completely 
in the doldrums, there can be no build-up in wage 
pressure and therefore no rise in price pressure 
or inflation. This makes for a sluggish economy. 

Predictive implications of the labour market
From an economic analysis point of view, the la-
bour market is a lagging indicator. This means 

Economy
US labour market: positive outlook  
amid lacklustre recovery
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200,000 per month. This growth is consistent 
with a further decline in unemployment, which 
is positive. After the crisis, there were ten job-
seekers for every vacancy. Now there are just 
three, in line with the historical average, which 
is very encouraging. And finally, broad-based 
representative surveys indicate that more and 
more companies are worried about not being 
able to find enough suitable staff. Thus, many 
signals on the US labour market have switched 
from deep red to amber or green. But just how 
rosy is the situation in reality?

Change for the better will take time
The financial crisis changed the US labour mar-
ket for the worse. Employment growth is posi-
tive again, but the pace is moderate and sub-

ject to sharp seasonal dips. The usual baseline 
or catch-up effect has so far been absent. Many 
Americans also remain pessimistic about their 
job prospects. This is reflected, for example, 
in the comparatively low participation rate, 
which shows what proportion of the potential 
working population is actually participating in 
the labour market. In the US, the participation 
rate increases when the economy is doing well 
because more people are in a positive mood 
and therefore move into the labour market. The 
principle is therefore «the higher the rate, the 
better». The fact that the participation rate in 
the US declined during the financial crisis and 
has not yet bounced back is not a good sign. 
The rate currently stands at 62%, as against 
just under 66% during the boom phase around 
2007 when unemployment was running at just 
over 4% and there was full employment. We 
also take a critical view of the situation among 
the long-term unemployed. At 37 weeks, the 
average duration of unemployment is still very 
long. Before the crisis, it took an unemployed 
person an average of 20 weeks to find a new 
job. A glance at the trend of wages also shows 
that workers are still not in a good negotiat-
ing position. Overall, therefore, companies are 
able to determine pay policy. This is keeping 
general wage pressure down and hence is also 
keeping the lid on inflation. The US labour mar-
ket is clearly trending in the right direction. But 
there is still a long way to go and the wounds 
have not fully healed. 

Central banks can leave the monetary  
sluice gates open
The revival of the labour market is a key factor in 
enabling the US or any other economy to stage 
a lasting recovery from the after-shocks of the fi-
nancial crisis and the recession. But patience is 
still called for. The US is already at a more ad-
vanced stage than the eurozone, where the re-
covery is still only just starting. Both the Fed and 
the ECB still have plenty of room for manoeu-
vre in shaping monetary policy. In a sluggish la-
bour market, there is no build-up in inflationary 
pressure even in the presence of expansionary 
monetary policies. Central bank policymakers 
can therefore continue to leave the monetary 
sluice gates wide open.  n

Jobseekers need to be prepared for a long haul
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Interest rates and yields
Fed: a peek behind the scenes

The decisions and actions of America’s central 
bank, the US Federal Reserve, have a major in-
fluence on the capital markets and stock mar-
kets alike. The press conferences of Fed Chair 
Janet Yellen are followed live by thousands of 
people around the world. But how does the US 
Federal Reserve System actually work?

The US central bank was established in 1913 
by the Federal Reserve Act. Its purpose was to 
provide the United States of America with a se-
cure, flexible, but nevertheless stable currency 
and financial system. The Federal Reserve Sys-
tem consists of a seven-person Board of Gov-
ernors, plus twelve regional Federal Reserve 
Banks. Commercial banks are also required to 
join the Fed once they reach a certain size.

The Fed’s monetary policy objectives
Among other things, the Federal Reserve Act al-
so lays down the three objectives of the US cen-
tral bank. Monetary policy should ensure max-
imum levels of employment, while at the same 
time maintaining stable price levels in the Unit-
ed States. The Fed is also responsible for keep-
ing long-term interest rates as moderate as pos-
sible. Striking a balance between these some-
times conflicting demands is the main task of 
the Federal Reserve System.

The Fed’s decision-makers
However, only part of the Fed is responsible 
for taking decisions on monetary policy. That 
part is the Federal Open Market Committee, 
or FOMC for short. This Open Market Com-
mittee comprises a total of twelve voting mem-
bers. The seven members of the Board of Gov-
ernors have permanent voting rights, as does 
the Chairman of the Federal Reserve Bank of 
New York. This is because the regional central 
bank of the New York district will ultimately be 
tasked with implementing the measures decid-
ed upon. The remaining four members of the 
Open Market Committee are selected on an an-
nually rotating basis from the Chairmen of the 
other eleven regional central banks.

First rate hike only a question of time
The Federal Open Market Committee meets 
eight times per calendar year and is due to 

meet next in mid-June. It is practically a fore-
gone conclusion that this meeting will once 
again see the Open Market Committee an-
nounce a further tapering of the Fed’s month-
ly bond purchases. Of much greater interest 
is what the FOMC members will have to say 
about the timing of an initial rise in key interest 
rates. We expect the program of bond purchas-
es to end by October and would expect the first 
rate hike to come in mid-2015. n

The market expects the first interest rate rise in mid-2015
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Equity markets
Has the market peaked or merely  
paused for breath?

SMI pulls ahead
Let us start by taking a look at how the mar-
ket has fared in Switzerland, where the SMI is 
edging ahead of the other blue chip markets. 
The dominant expectation is still that shares 
in Swiss companies will remain in demand 
thanks to their good positioning in the world 
market. This country’s relatively strong econom-
ic growth, low inflation and stable exchange 
rates support this view. Swiss industry is also 
benefiting from the strong performance of the 
German economy, which is gaining added im-
petus from the ECB’s expansionary monetary 
policy. It is too early to say whether investors 
will switch to the emerging markets after the 
positive performance of recent months. It looks 
more as though market players are seeking out 
SPI stocks that have lagged behind. While the 
big banks’ shares have been shunned for ob-
vious reasons, small caps are in demand. The 
small caps index has gained more than 12% 
since the beginning of the year. 

Emerging markets revival
Up until recently the emerging markets – like 
their blue chip counterparts – had been tending 
to languish on the sidelines, with only the odd 
smaller market, such as Malaysia or Argenti-
na, or the so-called frontier markets managing 
to chalk up positive performances. However, 
the larger emerging markets, led by Brazil, Rus-
sia and China, retreated significantly last year 
in a trend that persisted until mid-March 2014. 
Since then, though, the markets appear to have 
been consolidating and their performance has 
gradually started moving back into positive ter-
ritory. It looks very much as though investors 
have rediscovered the emerging markets. The 
Indian market took slightly less of a hammering 
as it is dominated by domestic investors. The 
election victory of the country’s new business-
friendly prime minister, Narendra Modi, gave 
the Indian stock market a powerful boost. The 
mood has also turned in Turkey. Although Prime 
Minister Erdogan is still conducting a highly au-
thoritarian election campaign, the stock market 
has calmed down again and the index has ris-
en sharply since early March. With the World 
Cup now looming, the Brazilian market is also 
presenting itself in a better light.  n

Since the beginning of October 2011, the blue 
chip markets have turned in an exceptionally 
strong performance. The FTSE100 is currently 
up 35%, the DAX has gained 75% and the 
Dow Jones and the SMI have both risen by 
around 55%. The Nikkei and the Nasdaq have 
advanced by around 65%. 

However, since the beginning of the year the 
prevailing trend has been a sideways move-
ment. Only the SMI has gained a further 5% 
since January. The other markets have stagnat-
ed or lost ground slightly. So are investors pull-
ing out of equities or are they switching to oth-
er markets?

Since 2011: strong rally driven by relaxed monetary policy

Performance in % (Index: October 1, 2011 = 100)
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Currencies
With the dollar you can only lose –  
true or false?
In the early 1970s, when the Bretton Woods 
system of fixed exchange rates was coming 
under increasing pressure, one US dollar cost 
4.30 Swiss francs. Since then, the greenback 
has lost 80% of its value against the «Swissie». 
This has earned the dollar something of a repu-
tation as a value killer. However, this is not the 
whole story.

It is perfectly true that the dollar has seen its val-
ue eroded over time. Twelve years ago it was 
trading at CHF 1.70 against the Swiss franc, 
but since then it has trended consistently down-
ward. In the past, though, there have also been 
extended periods during which the USD has 
made gains against the CHF. For example, dur-
ing the phase of Internet euphoria between 
1995 and 2000, it soared by nearly 50%. 

Purchasing power parity against  
the greenback
Purchasing power parity states that different 
rates of inflation in two countries will be bal-
anced out through changes to the exchange 
rates of their currencies. In other words, the cur-
rency of the country in which money is depre-
ciating at a faster rate must fall in order for the 
purchasing power of residents of both countries 
to remain the same. Over time, the US has had 
a significantly higher inflation rate than Swit-
zerland. Over the past 20 years, the difference 
has consistently come to around 2% a year and 
we expect this gap to continue to persist in the 
future. The dollar should therefore continue to 
lose ground against the franc.

US debt not an issue
US debt levels are often used as an argument 
for dollar weakness. The US Treasury current-
ly has debts of USD 17.5 trillion. Indeed, by the 
time you have finished reading this text, this fig-
ure will have increased by a further USD 15 mil-
lion. This does not have any direct impact on 
the value of the dollar, however. The US has 
no problems financing its debt via the capital 
market. Moreover, IMF figures show that Amer-
ica’s debt burden is smaller in proportion to the 
country’s economy (104%) than, for example, 
that of Japan (245%). The debt only has an in-
direct impact on the dollar by undermining in-

vestor confidence or if it results in the Fed be-
ing willing to accept a higher inflation rate than 
other countries.

Interest rate difference favours the dollar
The interest rates of US dollar swaps are higher 
than those of interest rate swaps denominated 
in Swiss francs. Depending on the term, the dif-
ference amounts to between 0.5% and 1.5%. 
If the assumption that the Fed is likely to raise 
interest rates more quickly than the Swiss Na-
tional Bank next year proves correct, this inter-
est rate spread will widen further. It will there-
fore become even more attractive to borrow in 
francs and invest the money in dollar-denomi-
nated instruments. Accordingly, demand for the 
dollar will rise, as will its exchange rate. n

End of Bretton Woods triggered devaluation pressure
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In 2013, most commodity prices lost ground. 
But since the beginning of the year, all com-
modity indices have seen renewed rises of be-
tween 4% and 10%. 

Do international commodity prices affect na-
tional price levels? If we think of the impor-
tance of, for example, oil prices in the industri-
alized world, our intuitive response might well 
be «yes, they do». A comparison of the CRB in-
dex with consumer prices in individual coun-
tries does indeed reveal some correlation, but 
one which is much weaker than one might ini-
tially expect. For example, whereas the CRB in-
dex shows a maximum price fluctuation range 
of plus/minus 40% for the period since 1998, 

over the same period consumer prices have 
fluctuated between 0% and 5.5% in the US, 
between –2.5% and +3% in Japan and be-
tween –1% and +3% in Switzerland. 

Agricultural sector as a price driver
What have been the causes of the recent ris-
es in commodity prices? Oil has not contrib-
uted to the increase. Despite some substantial 
price swings since the beginning of the year, 
oil prices are still at the same level as at the be-
ginning of the year. And even the price of nat-
ural gas – a controversial commodity since the 
turmoil in Ukraine – is still the same as in Jan-
uary. By contrast, clear increases are in evi-
dence in the agricultural sector, which has seen 
price hikes of around 10% since the beginning 
of the year. The rise has been most extreme in 
the case of coffee, some varieties of which have 
almost doubled over the past two months, main-
ly due to crop damage in Brazil. The price of 
sugar has also surged in recent months (+22%) 
– again because of freak weather conditions 
in Brazil.

Palladium stands out
In the precious metals sector, palladium stands 
out, having seen its price steadily climb from 
just over USD 700 per ounce to USD 820 since 
early February. This leaves palladium prices at 
their highest level since August 2011. The rea-
sons for this significant rise lie partly in the po-
litical tensions in Ukraine and Russia’s involve-
ment in the conflict – given that the Russians 
have a 42% share of the fairly small palladium 
market. A further factor is the ongoing labour 
conflict at one of South Africa’s largest palla-
dium mines, which has led to noticeable sup-
ply shortages. Thanks to the recovering global 
economy, car sales have also started to boom 
in many countries, resulting in a sharp increase 
in demand for palladium for use in catalytic 
converters. Last year, this type of use account-
ed for some 72% of total demand. Other pre-
cious metal prices are continuing to move with-
in calm, sideways trajectories. The same also 
applies to base metal prices as cyclical factors 
mean that demand from the major emerging 
markets in particular remains subdued owing 
to cyclical factors. n

Commodities
Do commodity prices push up inflation?

Energy prices: volatile, but with no clear trend
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paving the way for imported deflation. Now, 
the very concept of deflation is anathema to 
central bankers and Mario Draghi will pull out 
all the stops to push inflation back up to higher 
levels. He is once again trying verbal sleights 
of hand and is preparing the market for extraor-
dinary measures. The stakes are high and it is 
gradually coming to the point where he will be 
forced to act. This is critical because so far the 
ECB has shown no sign of taking any concrete 
measures. The capital markets have responded 
strongly and interest rates have fallen sharply. 

Stock market gives Mario the cold shoulder
Overall, it is not moving in any clear direction, 
but we get the impression that bad news is be-
ing weighted comparatively strongly. We have 
therefore decided to proceed fairly cautious-
ly on the risk front. We detect an imbalance 
in favour of risks and therefore rate the likeli-
hood of positive surprises as low. Yet again, we 
find ourselves putting more faith in the trend of 
the rational capital market than in the rampant 
ebullience of the stock market. Equities there-
fore remain underweighted. n

ECB President Mario Draghi is a master of his 
trade. With a knack for communication, a thor-
ough knowledge of the herd instinct of the mar-
kets and sufficient nonchalance, he appears to 
be able to influence the interest markets in the 
direction he wishes. He stands out as a magi-
cian among an otherwise somewhat demure 
central banking fraternity.

In September 2012 the euro crisis had reached 
its dismal crescendo. Risk premiums on Ital-
ian and Spanish government bonds had gone 
through the roof and were threatening the eu-
ro’s very survival. This was not something ECB 
President Mario Draghi could live with. He 
therefore made his big pledge to the markets 
and took the euro under his wing. The pledge 
was that if required, he would buy up all the 
bonds of the critical euro countries. This had 
the effect of reducing the risk premiums of the 
critical countries. And at the time of writing 
even Greece – problem child par excellence – 
is once again able to raise funds on the capital 
market. And what price did Draghi pay for this 
outcome? The fact is that he achieved his objec-
tive at virtually no cost. His word carries weight 
and was therefore sufficient in itself. 

Draghi goes for broke
Thanks to Draghi’s pledge to the financial mar-
kets the euro debt crisis is now a thing of the 
past. However, the state of the real economy 
in the eurozone remains difficult. The econom-
ic recovery is increasingly taking shape, but is 
still in its infancy and therefore fragile. Draghi 
is not comfortable with this situation. Two main 
factors will undoubtedly bother him: firstly, the 
euro has already become comparatively strong 
against the US dollar again for this early stage 
of the economic recovery. This is not necessari-
ly desirable, particularly for an export-oriented 
region like the eurozone. As the euro strength-
ens, the export sector becomes less competi-
tive. Secondly, the early stages of an econom-
ic recovery are often accompanied by very 
low inflationary pressure. Inflation in the euro-
zone has been trending downwards in recent 
months. This partly has to do with the current 
phase in the economic cycle, but the strong eu-
ro is also reducing the cost of imported goods, 

Investment Strategy
Mario Draghi pulls out all the stops
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At a glance
Economic data and cycles 
Data as of 23 May 2014

Economic trend in industrialized countries

 Switzerland  USA
 Eurozone  Germany

Switzerland 2.1 % 1.9 % 0.1 % 0.0 % 3.2 % 3.2 % 56.1 55.8

USA 2.6 % 2.3 % 1.6 % 2.0 % 6.6 % 6.3 % 51.3 54.9

Eurozone 0.5 % 0.9 % 0.8 % 0.7 % 11.8 % 11.8 % 53.2 52.5

Germany 1.3 % 2.5 % 1.3 % 1.3 % 6.8 % 6.7 % 54.8 52.9

Macro scenario
–  Switzerland: The outlook is still good.
–  USA: The leading indicator has gained momentum, the prospects are rosy. 
–  Eurozone: Growth prospects are positive, but momentum is sluggish. 
–  Germany: The business climate is still looking solid. 
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Economic trend in emerging markets
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 China  South Korea
 Brazil  Russia

China 7.7 % 7.4 % 2.5 % 1.8 % 4.1% 4.1% 48.1 49.7

South Korea 3.7 % 3.9 % 1.1 % 1.5 % 3.2 % 3.7 % 50.4 50.2

Brazil 0.7 % –0.1% 5.6 % 6.3   % 4.8 % 4.9 % 50.6 49.3

Russia 2.0 % 0.9 % 6.1% 7.3 % 5.6 % 5.3 % 48.3 48.5

Macro scenario
–  China: Structural adjustments are continuing. First signs of an improvement 

are in sight. 
–  South Korea: Unemployment has risen unexpectedly. But the economy  

continues to prosper. 
–  Brazil: The economy is still not up to speed. 
–  Russia: Economy has been in the doldrums for some time, and now the  

situation has become gloomier still. 

Recovery

Recession

Boom

Downturn

 positive assessment
 neutral assessment
 negative assessment 
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Outlook key interest rates 12 Months ago 3 Months ago Current Forecast 
3 Months

Forecast 
12 Months

SNB 0.00 % 0.00 % 0.00 % 0.00 % 0.00 %

EZB 0.50 % 0.25 % 0.25 % 0.25 % 0.25 %

FED 0.25 % 0.25 % 0.25 % 0.25 % 0.25 %

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

Forecast band
12 Months

10-year Conf. 0.65 % 0.99 % 0.79 % 0.80 – 1.00 % 1.00 – 1.20 %

10-year German Bund 1.43 % 1.62 % 1.41 % 1.40 –1.60 % 1.70 –1.90 %

10-year Treasury 2.01 % 2.67 % 2.53 % 2.60 – 2.90 % 2.90 – 3.20 %

Equity markets (Performance) YTD 3 Years Valuation (est. P/E) Trend last 3 Months Trend last 12 Months

S & P 500 (local currency) 3.7 % 53.0 % 16.12 

Eurostoxx 50 (local currency) 6.3 % 31.2 % 14.53 

SMI (local currency) 8.3 % 44.4 % 16.78

MSCI Emerging Markets in USD 4.8 % 0.1 % 11.29

Outlook currencies 12 Months ago 3 Months ago Current Forecast band   
3 Months

Forecast band   
12 Months

EUR/CHF 1.2455 1.2191 1.2209 1.20–1.25 1.20–1.25

USD/CHF 0.9631 0.8907 0.8958 0.88–0.93 0.91–0.96

EUR/USD 1.2931 1.3687 1.3629 1.33–1.38 1.28–1.33

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

Forecast band   
12 Months

Oil 94 103 104 95–100 90–100

Gold 1’395 1’331 1’293 1’200–1’300 1’000–1’200

Financial markets and SGKB forecasts
Closing prices as of 23 May 2014
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Recommended Stocks

ISIN Curr. Company Sector Close
23.5.14

Price
Target

Upside
Potential

P/E
2014

P/B
Current

Yield in 
%

Switzerland

CH0001503199 CHF Belimo Holding AG Industrials 2415.00 2700.00 12% 20.8 5.1 2.9

CH0012142631 CHF Clariant AG Materials 18.25 21.00 15% 15.5 2.4 2.1

CH0012138530 CHF Credit Suisse Group AG Financials 26.61 33.00 24% 12.1 1.0 2.9

CH0011795959 CHF Kaba Holding AG Industrials 414.00 465.00 12% 18.1 2.8 2.8

CH0003504856 CHF Kuoni Reisen Holding AG Consumer Discretionary 372.00 460.00 24% 12.7 1.9 2.5

CH0013841017 CHF Lonza Group AG Health Care 95.75 110.00 15% 17.0 2.3 2.3

CH0024638196 CHF Schindler Holding AG Industrials 135.80 155.00 14% 22.1 6.1 1.9

CH0012255151 CHF Swatch Group AG/The Consumer Discretionary 536.50 640.00 19% 16.1 3.0 1.5

CH0011037469 CHF Syngenta AG Materials 346.80 375.00 8% 18.0 3.8 3.0

CH0024899483 CHF UBS AG Financials 17.94 22.00 23% 15.7 1.4 3.1

CH0011075394 CHF Zurich Insurance Group AG Financials 265.80 295.00 11% 10.6 1.3 6.4

Europe

DE0008404005 EUR Allianz SE Financials 121.80 140.00 15% 9.0 1.0 4.6

FR0000120628 EUR AXA SA Financials 17.61 22.00 25% 8.4 0.9 4.8

GB0008762899 GBp BG Group PLC Energy 1213.50 1440.00 19% 18.6 2.1 1.5

GB0000566504 GBp BHP Billiton PLC Materials 1947.50 2150.00 10% 12.2 2.3 3.7

DE0005190003 EUR Bayerische Motoren Werke AG Consumer Discretionary 89.70 98.00 9% 10.3 1.6 3.2

GB0030913577 GBp BT Group PLC Telecommunication Services 387.50 450.00 16% 14.2 neg. 3.2

FR0000120644 EUR Danone SA Consumer Staples 53.93 60.00 11% 19.4 3.2 2.8

DE0005140008 EUR Deutsche Bank AG Financials 29.95 37.00 24% 10.2 0.5 2.6

DE0005810055 EUR Deutsche Boerse AG Financials 54.10 65.00 20% 14.2 3.1 4.0

SE0000108656 SEK Telefonaktiebolaget LM Ericsson Information Technology 81.70 95.00 16% 17.6 1.9 3.9

DE0005785604 EUR Fresenius SE & Co KGaA Health Care 108.20 120.00 11% 17.3 2.3 1.2

FR0000121014 EUR LVMH Moet Hennessy Louis Vuitton SA Consumer Discretionary 143.15 160.00 12% 18.8 2.7 2.4

DE0007257503 EUR Metro AG Consumer Staples 29.81 37.00 24% 16.7 1.9 3.1

NL0000009355 EUR Unilever NV Consumer Staples 31.76 34.00 7% 19.7 6.3 3.4

DE0007664039 EUR Volkswagen AG Consumer Discretionary 192.85 230.00 19% 8.8 1.1 2.6

North America

US0605051046 USD Bank of America Corp Financials 14.72 18.00 22% 14.6 0.7 0.9

US17275R1023 USD Cisco Systems Inc Information Technology 24.52 26.00 6% 12.0 2.2 2.9

US1729674242 USD Citigroup Inc Financials 47.29 60.00 27% 9.9 0.7 0.1

US2686481027 USD EMC Corp/MA Information Technology 26.60 30.00 13% 14.0 2.4 1.6

US4781601046 USD Johnson & Johnson Health Care 100.98 108.00 7% 17.2 3.7 2.8

US9311421039 USD Wal-Mart Stores Inc Consumer Staples 75.61 85.00 12% 14.8 3.3 2.6

Curr.= Currency; P/E = Price Earnings Ratio; P/B = Price Book Ratio; Yield = Dividend Yield
*domicile inconsitent with listing
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St.Galler Kantonalbank

Financials/Technology
Alfred Steininger Tel: +41 44 214 32 71 
E-Mail: alfred.steininger@sgkb.ch 

Consumer Staples & Discretionary/Materials/Telecom Services/Utilities 
Jan Widmer Tel: +41 44 214 34 28
E-Mail: jan.widmer@sgkb.ch

Health Care/Industrials/Energy
Thomas Jäger Tel: +41 44 214 34 31  
E-Mail: thomas.jaeger@sgkb.ch 

Disclaimer: The information contained on this recommendation and specifically the description of this security constitutes neither an offer to purchase this security nor an invitation to en-
gage in any other transaction. All of this information contained on this recommendation has been carefully selected and obtained from sources that the Investment Center of the St.Gal-
ler Cantonal Bank AG fundamentally believes to be reliable. Opinions or other representations conveyed on this recommendation are subject to change without notice. No liability is as-
sumed as to the accuracy or completeness of the information. St.Galler Cantonal Bank AG is supervised by Swiss Financial Market Supervision Authority FINMA, Einsteinstrasse 2, 
3003 Berne, Switzerland, www.finma.ch.

Recommendation-Matrix

Source: Investment Center

Sector / Weight Buy Hold Sell

cy
cli

ca
l

Techno-
logy

Over-
weight

Ericsson EMC Logitech Infineon SAP Hewlett 
Packard Intel Oracle Apple

Cisco Temenos Nokia Google IBM Microsoft Qualcomm

Materials Under-
weight

Clariant BHP 
Billiton Givaudan Holcim Arcelor 

Mittal
Glencore 
Xstrata Linde AG Thyssen 

Krupp K + S

Syngenta EMS-Chemie Sika BASF Heidelberg 
Cement Rio Tinto

Industrials Neutral
Belimo Schindler ABB Bucher Georg 

Fischer OC Oerlikon Deutsche 
Post Siemens General 

Electric Meyer Burger Caterpillar

Kaba Adecco Geberit Kuehne + 
Nagel Sulzer SGS 3M Co Panalpina

Energy Neutral
BG Group Transocean ENI Total Exxon

BP Royal Dutch 
Shell Chevron Schlum-

berger

Financials Neutral

Credit 
Suisse Allianz Deutsche 

Börse Baloise Julius Baer Swiss Life Banco 
Santander HSBC JP Morgan 

Chase

UBS AG Axa Bank of 
America

Banque 
Cantonal 
Vaudoise

Mobimo Swiss Prime 
Site BNP Paribas ING Wells Fargo

Zurich 
Insurance

Deutsche 
Bank Citigroup Helvetia PSP Swiss Swiss Re Commerz-

bank Munich Re Partners 
Group

Consumer 
Discretio-

nary

Under-
weight

Kuoni BMW Volks- 
wagen Dufry adidas Amazon.com Nike

Swatch LVMH Richemont Daimler McDonald’s

de
fe

ns
iv

e

Telecom 
Services Neutral

BT Group Swisscom Orange SA Vodafone

Deutsche 
Telekom Telefonica

Utilities Neutral
BKW FMB Fortum Verbund

E.ON RWE GDF Suez

Health 
Care Neutral

Lonza Fresenius 
SE Actelion Nobel 

Biocare Sonova Merck & Co Roche Straumann

Johnson & 
Johnson Galenica Novartis Bayer AG Pfizer Merck KGaA

Consumer 
Staples

Over-
weight

Danone Unilever Aryzta Barry  
Callebaut Henkel & Co Coca Cola Procter & 

Gamble

Metro AG Wal-Mart Nestlé Beiersdorf L’Oreal Mondelez



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 Group 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 
Super vision Authority FINMA, Einsteinstrasse 2, 3003 Berne, Switzerland, www.finma.ch.






