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

including our outlook for the second half of the year.

Equity markets

1. Following the second-longest equity bull market, 
we are expecting volatility to move higher.

    So far, global stock markets have only been 
moving in one direction.

    The market remains expensively valued and is 
particularly vulnerable to negative surprises.

2. Overall, the global economy remains vulnerable 
to setbacks. There is hope that expansive �scal 
policy can provide further growth.

    Initial �scal policy measures are starting to take 
e�ect, but central banks are continuing to 
provide the system with vast amounts of             
liquidity.

    Risks remain, and we are therefore taking a more 
defensive stance.

Geographical regions

3. Following corrections, we favour Europe.
    Europe has performed well in the �rst half of   

the year.
    We also favour Europe in the second half due to its 

catch-up potential.

Sectors

4. In Europe, cyclical sectors are showing good 
earnings performance. In terms of defensive 
stocks, we favour health care.

    Cyclical sectors have been among the winners in 
the �rst half year.

    In the second half of the year, we will be more 
selective in the cyclical sector. In defensives, we are 
still favouring insurers and pharma.

    
5. In the U.S., we favour late-cyclical stocks, while 

in the defensive sector, our focus is on health 
care.

    Technology and health care stocks have both 
been strong.

    Our sector preference remains unchanged, as 
pharmaceutical stocks in particular are still 

    favourably valued. Late-cyclical technology 
    stocks and industrials show good pro�t 
    dynamics.

 

 6. We are only selectively including companies 
      from the real asset sector in the portfolio.
      Real assets have been among the losers.
      For the second half of the year, we look more 
      favourably on real asset names. We have recently 
      bought energy and gold stocks.

  7. We stay away from growth stocks in the �rst 
      half year.
      Growth stocks like Google and Amazon have 
      been among the best stocks in the �rst half year.
      Value stocks are likely to outperform in the 
      second half of the year.

 Bonds
18. We see the 10-year U.S. treasury yield settling 
      at around 3% at the end of 2017. We also 
      expect upward pressure in Europe.     
      Interest rates fell again.
      We see U.S. interest rates rise in the second half 
      due to the recovery of the economy and a change 
      in monetary policy.

19. Our favourites in the bonds space continue to 
      be hybrid securities with in�ation protection. 
      These o�er substantially higher returns 
      compared to government bonds, which we 
      generally steer clear of.
      Hybrid bonds have performed well so far.
      This thesis remains intact, but we are now 
      becoming more selective in our choice of hybrid 
      bonds.

Currencies

10. On the currency side, we expect a similar year 
      to 2016. CHF, EUR and USD should move within 
      a narrow band.
      The currencies moved within a band of around 5%.
      These currencies should continue to trade within 
      this band without any major move.

 


