INVESTMENT-THESES
2018

Diem Client Par tner AG
Limmatquai 50 I 8001 Zürich I Schweiz
Tel +41 43 888 55 88 I Fa x +41 43 888 55 89
w w w.clientpar tner.ch I diem@clientpar tner.ch

INVESTMENT-THESES FOR 2018
Our theses serve the purpose of investment
discipline and increased transparency regarding
the statements of the portfolio managers.

Equity Markets

corporate investments. These include technolo-

1. After nine years into a bull market, equity

gy stocks such as Microsoft and Hewlett Packard

market valuations are high and vulnerable to
corrections of up to 20% at any time.
2. The global economy has picked up speed again.
Inflation remains low, however, hence the
continued expansionary policies of the central
banks. The problem of over-indebtedness in the
global economy remains unsolved. This has led
to the late economic cycle becoming a tightrope
walk. Inflationary risks on the one hand, as well
as deflationary tendencies on the other, will
become increasingly important in view of the
high valuations. We consider that excessive
rises in inflation rates and the resulting rapid
changeover to more restrictive monetary policy
to be the greater of the two risks. We will
therefore be even more prudent and await
setbacks in order to buy equities at a lower
price.
Geographic regions
3. Due to the expansionary monetary policy of the
ECB and relatively low valuations, following
corrections we continue to favour Europe.
Compared to the U.S., there are increased
political risks in Europe in the first half of the
year, which is why U.S. stocks will also be
strongly represented in the portfolio.
Sectors
4. In Europe, cyclical sectors are showing good
earnings performance. We will therefore
continue to invest in stocks such as HeidelbergCement, SAP and Capgemini. Insurance companies and stock exchange operators should
benefit from rising interest rates. In terms of
non-cyclicals, we like the pharmaceutical
sector.
5. In the U.S., we continue to favour late-cyclical
companies that benefit from government or

Enterprise, as well as industrials and infrastructure companies such as General Electric. We also
like multinational companies such as Mondelez or
Starbucks. In the defensive sector, we favour
pharmaceutical companies such as Allergan.
6. The energy and raw materials sector has traditionally performed well in a late-cycle environment
with rising inflation. For this rea son we will round

out the portfolio with equities such as Royal
Dutch Shell.
7. We continue to prefer companies that represent
value. Balance sheet quality plays an increasingly important role in the selection process.
Bonds
18. Interest rates will rise in 2018. More restrictive
U.S. monetary policy and fiscal policy projects
should support this. We would not be surprised
to see yields of 3% in the 10-year U.S. treasury
at the end of the year. Upward pressure is also
likely in Europe. Interest rate risks pose a
significant threat to the bond market. Rising
inflation rates over the course of the year are
likely to cause interest rates to rise faster than
expected, which will result in price losses for
investors in long-dated bonds.
19. Our favourites therefore continue to be hybrid
securities with inflation protection. These have
been performing very well in recent years but
they are still continuing to yield substantially
higher returns than government securities.
Currencies
10. On the currency side, we expect the USD to
continue to decline relative to the EUR. The
CHF is likely to weaken against the EUR and USD
in the first half of the year.

