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MID-YEAR REVIEW
INVESTMENT-THESES 2016
A self-critical review of our theses from January, 

including our outlook for the second half of the year.

Equity markets 

1. We anticipate �uctuations of up to 20%.
    In the �rst few weeks of this year, the German 

stock market index lost almost 20% and the 
Italian stock market index dropped by more 
than 30%.

    We continue to expect volatile markets, partly 
as a result of Brexit. 

2. Overall, the global economy remains vulner-
able to setbacks.

    National banks are continuing their highly 
expansive policies. They are supplying the 
system with further new liquidity to keep the 
risks in check.

    Risks remain unchanged. We will therefore 
continue to take a countercyclical approach to 
investment.

Geographical regions

3. Following corrections, we favour Europe.
    Volatility is higher on the European markets 

than in the US.
    Due to the expansionary monetary policy in the 

EU, we continue to favour European companies 
after setbacks.

Sectors

4. In Europe, cyclical sectors are more favour- 
able than defensive sectors. 

    On the whole, cyclical sectors continue to be 
valued more favourably than defensive 
sectors.

    In addition to defensive companies, we are 
continuing to supplement the portfolio with 
cyclical stocks.

    
5. The economic cycle is more advanced in the 

US. We favour late-cyclical companies. Among 
defensive stocks, we prefer non-cyclical 
companies.

    Late-cyclical stocks only partially performed 
better. Non-cyclical consumer stocks have 
performed well, however.    

      We continue to favour technology stocks and 
      industrials. In terms of defensive stocks, we are 
      now signi�cantly overweight in the pharmaceuti-
      cal sector.
 

 6. Real assets have become attractive.
      Energy and gold securities have achieved the 
      best returns in the �rst half of the year.
      Following this performance, we would only make 
      selective new investments in real assets.

  7. Compared to last year, in general, we prefer 
      companies that represent good value.
      Value stocks have slightly outperformed 
      growth companies.
      We will continue to favour this segment in the 
      second half of the year, based on valuation.

 Bonds
18. We see the 10-year US treasury yield around 
      2.5% at the end of 2016. In Europe, interest 
      rates will increase slightly, despite the looser 
      ECB monetary policy.
      Contrary to our expectations, interest rates 
      have dropped further.
      Interest rates should rise slightly by the end of 
      the year from their current, extremely low level.

19. We are steering clear of government bonds and 
      are continuing to opt for hybrid bonds
      Hybrid and government bonds have performed 
      equally well.
      We continue to favour hybrid bonds due to the 
      low-interest-rate environment.

Currencies

10. We are assuming that the US dollar is at the 
      end of an upward revaluation cycle, and so will 
      see little gain against the euro. The Swiss franc 
      is likely to remain broadly stable against the 
      euro.
      The USD has in fact weakened against the euro.
      Following the repercussions of the referendum in 
      the UK, we no longer expect major currency 
      �uctuations.

 


