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Florian Marini, CIO

EDITORIAL

SKYFALL?
Ten years ago, Lehman Brothers filed for bankruptcy, 

precipitating the world into one of its worst crises ever. 
The subprime mortgage blow-up had catastrophic  
economic consequences because the world had  
accumulated excessive debt. A decade later, global debt 
stands almost USD 50 trillion higher – deleveraging  
never happened. 

In this volatile 2018 environment, a growing number 
of investment professionals are turning negative on 
equities, arguing that the bull market will be defeated 
by the emerging market slowdown, the Turkish crisis,  
Italian budget issues, trade tensions or Fed tightening. 

Our take is quite different. 
Asia and emerging markets are admittedly slowing 

down, which has started to hurt European economies 
since a significant share of their exports go to AMEA 
(Africa Middle East Asia) countries. But unlike in 2015, 
when a similar slowdown was already experienced, a 
large majority of countries across the globe are currently 
in expansionary territory. According to manufacturing 
purchasing managers indices (PMI) this figure stands at 
88% today, versus 58% in 2015. Also, the economic world 
leader remains very strong: the US manufacturing PMI 
just posted its highest reading in almost 35 years. It had 
by contrast been deteriorating for some three years prior 
to the great financial crisis.

The current slowdown thus appears much “healthier” 
that the prior one. Global GDP growth should remain 
positive in 2018, with the US growing 2.9%, Europe 2.1%, 
Japan 1% and Asia ex-Japan 5.9%.

According to the International Monetary Fund,  
global debt increased from USD 116 trillion in 2007 
to an astronomical USD 164 trillion in 2016. While  
worrisome, such indebtedness is not “yet” an issue, 
as the cost of debt servicing remains very low (eg. the  
Eurozone can borrow at negative rates on terms 
of up to 6 years). Even in the US, that have been in 
tightening mode for the past 2 ½ years, the 10-year  
government bond yield is far from restrictive at around 
3% (0.66% in real terms). With central banks expected  
to remain accommodative through at least the end of  
2019 (probably until the next crisis), debt will be  
manageable for the coming months and years.

When focusing on company earnings, the picture 
is even more clearly constructive. The last reporting  
season was positive across all regions. Analysts tends 
to be overly optimistic at the onset of the year and then  
gradually revise down their earnings estimates to more 
realistic levels. This year however, despite the many  
global concerns, analysts have continued to up their 
2018 expectations for all regions except Asia ex-Japan.  

2018 earnings revisions by region

The combination of firm earnings growth and equity 
market nervousness has brought valuation down to more 
acceptable levels. The S&P 500 index is now trading at 
a forward price/earnings (P/E) ratio of 16.6x, the Stoxx 
Europe 600 at 13.4x, the Nikkei at 15x and the MSCI Asia 
ex-Japan at 11.4x. In each case, valuation has dropped by 
over 2 points during the last year. 

A final word on Turkey and Italy. Turkey’s contagion 
is limited as, according to J.P Morgan, emerging markets 
in aggregate have a current account deficit of only 0.1% 
of GDP, 8% only of their total government debt is foreign 
currency-denominated, and their inflation rates are at or 
near central bank targets.

Italy by contrast could have very damaging  
consequences but we expect Italian leaders to come up 
with an acceptable budget proposal (cf European part of 
this document). 

In conclusion, ten years after the subprime crisis, 
major issues remain unresolved and there are pockets 
of concerns liable to cause volatility. But the global  
economy is firm, central banks are accommodative, 
interest rates not restrictive and, most importantly,  
companies continue to post healthy results across all  
regions. Leaving “Let the Skyfall” to James Bond  
movies, we are confident that this cycle has further to 
run and keep a positive stance on equities.

Earnings are currently projected to grow 20.5% in US, 
8.5% in Europe, 5.8% in Japan, and 8% in Asia ex-Japan.
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EUR vs JPY

USD vs GBP

The recent dovish statement of the ECB should contribute to the EUR deprecation.

EURCHF should trade in the range 1.15-1.20.

Slow appreciation of the USD against the CHF is expected.

The EUR should beneficiate the lack of clarity of the BREXIT plan.

Once the Italian budget problem is solved, the EUR should appreciate against the JPY.

The GBP should continue to depreciate against USD.

○

Sovereign

Emerging

EUR vs USD

EUR vs CHF

USD vs CHF

EUR vs GBP

Global economic improvement leads to a rise in 
rates. Soaring costs of debt for highly indebted countries.

Global economic improvement continue to support 
the emerging markets in USD. Economy falling back into slowdown.

Low interest rates and tight labour market should 
drive up wages.

Inflation remains far below target, despite 
continued growth and extreme monetary stimulus. 

Credit spread tightening to historically low levels 
induces low expected return. Economy slowing down. 

○

Upcoming midterm elections could change the 
political balance and halt the decision-making 
process.

Companies continue to post solid earnings growth 
and valuation has improved.

Italian budget "crisis" deteriorate with rating 
agencies downgrading gov. bond debt.

Companies continue to post firm results with 
improved guidance, driving up analyst expectations

Operating margin at historical high level at risk if 
the CHF appreciate.

Private consumption and related businesses 
continue to grow rapidly.

Trade will do some minor damage. In China, credit 
creation is slowing down.

○

○

○

○

○

○

US

Europe

Japan

Switzerland

Asia Pacific ex-Japan

Corporate

Despite all the concern year-to-date, economies are 
holding up and companies continuing to report 
healthy results. 

Trade / Tariff  war.

Global economic growth remains strong without 
generating any inflationary pressure. Central bank 
should continue to remain accommodative.

Could act as a safe-haven asset in the event of 
market downturn.

Inflation acceleration.

An interest rate increase is a drag on this non-
yielding asset.

○

○

○

○

○

○

Currencies

Bonds

○

○

Risks

Stocks

Bonds

Gold

Cash

Global Asset Classes
Marketweight UnderweightOverweight Main Drivers

○

○ Robust economic fundamentals will continue to 
support earnings growth

Equities

ALLOCATION GRIDS
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SWITZERLAND

The Swiss economy appears very resilient to global turmoil, be it the trade war, Italian budget  
issues or the Turkish crisis. GDP growth remains very steady and companies are coping well with 
Swiss franc appreciation, posting very healthy results and even boosting their guidance. We expect 
investors to return to Swiss equities as positive developments unfold in our Italian neighbor.   

KOF leading indicator vs. quarterly GDP growth

According to the latest SECO (State Secretariat for 
Economic Affairs) study, the Swiss economy is booming: 
their 2018 GDP forecast has been upgraded from 2.4% 
in June to 2.9% in September. Industry is growing at a 
strong pace, with capacity utilization at levels not seen 
since 2011 and full order books. Exports too continue to 
thrive.

Although we share the SECO’s optimism and see  
positive developments at the company level, a 2018 GDP 
growth expectation of 2.9% does seem on the high side. 
On the export front in particular, a slowdown should be 
expected. Indeed, apart from the US, all of Switzerland’s 
major trade partners (EU, China, UK and Hong-Kong) 
have witnessed slower (but still positive) growth in 2018.

The KOF leading indicator for the Swiss economy 
points to the same direction as our major trade 
partners (down) and is more consistent with third  
quarter GDP growth of 0.4% and full-year GDP growth 
just above 2%. Which would already be a firm showing  
for Switzerland. 

Improving economic conditions are driving  
companies to continue to increase their investment 
spending and hiring. Unemployment is expected to fall 
to 2.6% in 2018 (from 3.2% last year), its lowest level since 
the subprime crisis a decade ago. For months, we have 
been hearing from the industry that there is a shortage 
of skilled workers in many different areas. In aggregate, 
however, wages are only rising modestly. 

Inflation has now been positive for a year and nine 
months. Consumer price inflation stands at 1.2%, with 
core inflation (excluding energy, food, alcohol and  
tobacco) at a lesser 0.5%. Both indices should continue to 
move up, but at a very slow pace.

With the economy expected to grow around 2% in 
2018 and then slow slightly in 2019, and limited price  
pressures, interest rates are still very low (government 
bond yields are negative on terms of up to 9 years)  and 
should remain so for the foreseeable future.
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SPI operating margin (blue line = median) 

SPI index and earnings revisions (annual) 

« Margins continue to improve despite recent 
Swiss franc appreciation. The operating margin 

for the SPI index stands at 17%, well above its 
12.3% median level and at a 20-year high. »

Companies are reporting healthy results and full year 
EPS growth expectations for the SPI index continue to 
be revised upward. In January, analysts forecast 2018 
EPS growth of 16%. Today, the figure has risen to 19.5%.  
Breaking down the analysis between large-caps (SMI  
index) and small- and mid-caps (SPISMC index), the  
major contributor to this improvement in earnings  
expectations remains the small- and mid-segment .

Such an improvement is not only healthy in a context 
of mounting global concerns, but also quite unusual. 
Typically, analysts start the year overly optimistic and 
then revise down their expectations as the months go by 
(2010 and 2013 were the only two exceptions over the past 
decade).

On the currency front, the Swiss franc depreciated  
early in the year but the Turkish and Italian budget 
crises then reversed this trend, leaving the franc up  
4% against the euro and 1.8% against the US dollar (as 
of September 21). We expect Italian budget issues to be 
resolved before the end of 2018, removing some of the 
upward pressure on the franc.

 The Swiss National Bank (SNB) has expressed its  
intent to pursue an expansionary monetary policy. With 
European Central Bank (ECB) communication not  
pointing to a rate hike before the summer of 2019, the 
SNB should not start its own tightening before the latter 
half of 2019. In fact, we think that both central banks will 
act later than currently expected by markets.

At the corporate level, the good news is that margins 
continue to improve despite recent Swiss franc  
appreciation. The operating margin for the SPI index 
stands at 17%, well above its 12.3% median level and at a 
20-year high. The combination of improving earnings prospects 

and equity market jitters has improved valuation. The 
Swiss market is now trading at a forward P/E ratio of 16x, 
2 points below its 2017 peak and at the lower end of its 
range since 2015.

Valuation: SPI forward P/E ratio

In conclusion, the disappointing performance of 
Swiss equities is attributable to external concerns, both 
on a global scale (such as the trade war) and closer to 
home (such as the Italian budget crisis). We think the  
latter issue should be resolved before the end of the year 
(as discussed further in the European section of this  
publication), at which point investors should return 
to the fundamentally still very healthy Swiss market.  
Companies continue to post firm results with improved 
guidance, driving up analyst expectations. We remain 
constructive on Swiss equities.
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Another year and another crisis in Europe. The Italian budget has been in the spotlight this 
year,	 with	 bond	 spreads	 up	 significantly.	 Fortunately,	 the	 recent	 government	 announcement	  
calmed down markets. We expect a positive outcome to be reached before year-end, encouraging  
investors to return to European equities – on the back of still very supportive company earnings 
and guidance.    

EUROPE

Peripheral countries’ current account (as a % of GDP) has improved significantly since 2008

« The combination of improving earnings  
prospects and negative European market  

performance has improved valuation. The 
Stoxx Europe 600 is now trading at a forward 
P/E ratio of 13.6x, versus 16.1x back in 2015. »

European equities will not regain investor interest 
until the Italian budget “crisis” is resolved. The Populist 
Party initially had a very aggressive program (e.g. tax 
cuts, universal income introduction and reversion 
of 2011 pension reforms), which would inevitably  
massively inflate the deficit. After a month of  
“reflection” during which the 10-year government 
bond yield went from 1.7% to 3.4%, communication is  
smoother. The Prime Minister, Minister of Economy 
and Foreign Affairs Minister have all said that Italy will 
respect European Commission rules. The reality is that 
Italy is only two notches above non-investment grade. If 
rating agencies were to downgrade the country’s rating 
below this threshold, most institutional investors would 
not be able to buy Italian bonds, causing the cost of debt 
servicing to soar. And the Italian government knows 
that more than EUR 200 billion of debt will need to be  
refinanced in 2019. 

The positive lesson so far on this front lies in the  
strength of European bond market and of Europe in  

general. At the highest point of stress, the 10-year Italian 
bond spread against Germany had widened to 177 bp, 
with other peripheral countries behaving much better 
(Spain +69 bp, Portugal +83 bp, Greece +122 bp). This is 
partly due to significant financial health improvement 
over recent years.
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The slackening of Asian growth has impacted  
European economies. While similar on a number of 
counts to 2015, this year’s slowdown is less severe. At 
that time, countries such as France, Switzerland or 
Greece were in contractionary territory (according to 
manufacturing PMI). Today, in contrast, all countries  
clearly remain in expansionary territory. That being said,  
forecasted 2018 GDP growth for the Eurozone has been 
revised from 2.4% in the first quarter to 2.1% currently –  
slower but still firm growth for the region.

The positive news flow in Europe continues to come 
from the labor market, with 9.2 million jobs created since 
2013. The unemployment rate has fallen from 12.1% in 
2013 to 8.2% (below its 20-year median of 9.3%). Still, 
core inflation remains muted. It has held stable around 
1% (2% for the headline consumer price inflation index) 
for the past four years even though companies have been  
reporting rising pressures for the last six months. The 
ECB’s 2018-2019 CPI projection currently stands at 1.7%, 
close to its target, which explains why it intends to stop 
its net bond purchases by December 2018 “subject to  
incoming data confirming the medium-term inflation 
outlook”.

A “hypothetical” end of net bond purchases in  
December does not mean the end of the program, as 
the ECB will continue to reinvest the principal from 
maturing securities. By December 2018, the size of the 
ECB’s portfolio will have reached EUR 2.59 trillion, 
with a duration of 7.6 years. We can therefore assume 
bond buying potential of around 170 billion per  
annum. In turn, this means that the ECB will most  
probably remain supportive until the next recession, or 
at least for the foreseeable future. Rate “tightening” is  
currently foreseen for the latter half 2019, but it remains  
hypothetical, will be a slow process and will start 
from a deposit facility rate of -0.4% – not a material  
development.

Were we to focus only on corporate results, the  
picture would be much simpler: companies continue to 
deliver positive earnings. Last quarter, despite the many  
global concerns and effective Asian slowdown,  
European companies posted 12% quarterly EPS growth, 
better than the 9% of the first quarter. The latest  
reporting season saw quarterly earnings and sales grow 
for the 7th consecutive quarter since the “earnings  
recession” that ended in the 3rd quarter of 2016. As a  
result, 2018 earnings expectations continue to be revised 
upward, from 8% in January to 9% today. This is both 

Stoxx 600 index EPS revisions (annual)

atypical and very supportive. In each of the past 8 years, 
analysts began the year overly optimistic and then  
revised down their expectations as the months went by.

The combination of improving earnings prospects 
and negative European market performance has  
improved valuation. The Stoxx Europe 600 is now  
trading at a forward P/E ratio of 13.6x, versus 16.1x back 
in 2015.

In conclusion, investors will likely wait for the  
Italian budget crisis to be resolved but the  
macroeconomic setting remains firm across the  
Eurozone. The ECB is accommodative and, despite 
its intent to stop net new purchases, will remain a  
significant buyer in the bond market, providing  
continued liquidity support. Last but not least,  
earnings continue to post solid growth and valuation has  
improved. We thus remain constructive on European 
equities.
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The US economy is pursuing its strong trajectory without overheating: American households, the 
growth engine of the world economy, are spending more and saving more. The ongoing trade 
dispute	is	driving	inflation	up	slightly.	

UNITED STATES

Savings rate and consumption growth

For a long time now, the US economy has been very 
strong. Its growth rate has been healthy and steady, with 
few significant red flags. That remains largely the case 
– if anything recent revisions to GDP accounting data 
paint a better picture than previously thought. 

Significant changes were made to historical income 
and spending data, making for a substantial upward 
revision of the household savings rate. It turns out that 
this rate has been more or less stable at 6-7% for the past 
ten years, whereas previous data used to show it halving 
from 6% to 3% over the past couple of years.

The explanation given for such a decline in savings 
was that rising wealth underpinned greater household 
spending. It now seems that the wealth effect from  
bullish equity markets has not been very meaningful. 
This changes the high-level narrative about growth  
drivers: rather than having to save less in order to  
spend more, households can both spend and save 
more, sustained by healthy income growth. This is  
obviously a much more desirable source of growth.  

Importantly, the economy is much less sensitive to  
tightening financial conditions or equity market  
turbulences than it used to seem.

Also, the ratio of outstanding household debt to  
personal income has declined gradually since the last 
recession. While debt has continued to increase, it has 
done so at a slightly slower pace than personal income. 
It is quite remarkable that, in what has been the second 
longest post-war stretch of economic growth, household  
leverage has actually decreased. Healthier lending  
practices have probably kept this upcycle under better 
control and prolonged its lifespan.

The labor market remains very tight, with little  
change. The unemployment rate is below 4%,  
participation continues to improve, jobless claims are  
declining and job openings increasing. The average  
hourly wage growth is accelerating, now nearing 3%.
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Unemployment and hourly wage growth

S&P 500 12-month forward EPS and P/E ratio

Turning to 2019, the one-off effects of tax reform will 
fade and earnings growth will revert to more normal  
levels, around 7%. This “slowdown” will come as no 
surprise, and is thus quite well reflected in current  
valuation. To sum up, the US market appears  
reasonably valued and economic conditions are solid, 
leading us to retain a relatively positive overall view.

Unemployment is firmly below its natural rate, and 
never in history has it risen back towards that level  
without a recession occurring. Although inflation has 
been very subdued throughout the recovery, it is now 
finally picking up a little. Wage growth is definitely an 
important factor behind this development, with trade 
war is adding to price pressures. Imported goods are  
becoming more expensive, and domestic producers will 
likely find it easier to pass on rising costs to consumers 
as there is less competition from imports. The latest 
10% tariff on USD 200 bn of Chinese goods is not very  
meaningful at his point, since it largely excludes  
consumer products and it is mostly offset by recent yuan  
depreciation. However, it is set to rise to 25% at  
year-end if no progress is made in negotiations between  
China and the US. In that event, the additional impact 
on inflation should be a few tenths of a percentage point.

Another unwelcome government-induced effect 
is the widening budget deficit, the result of lower tax  
receipts and higher spending, not fully offset by  
faster growth. The Congressional Budget Office  
forecasts a 4.2% budget deficit this year, rising towards 
5% as GDP growth normalizes. The obvious eventual 
downsides of a higher deficit still remain largely out of 
scope for mainstream political discussions, which tend 
to focus on shorter-term issues. Higher public debt  
servicing costs will not be an acute problem anytime 
soon, but it is clear that fiscal policy should not be this  
expansive and the budget deficit should not be  
widening at this point of the economic cycle. Many  
investors are of course happy with the market  
performance that the fiscal boost has enabled, but we 
must admit that its timing could have been much more 
opportune.

« Importantly, the economy is much less  
sensitive to tightening financial conditions or 

equity market turbulences than it used  
to seem. »

The silver lining is that household balance sheets 
are in good shape, which should prevent the eventual  
recession from being as deep and disruptive as the  
last one. We will of course be keeping a very close eye 
on how the cycle develops, but for the time being  
there is nothing too concerning in economic data – 
the US economy continues to trend up  without much  
overheating.
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The trade dispute between the US and China has continued to escalate, with no end in sight.  
Chinese concessions would help maintain a positive trend in the rebalancing of their economy. 

ASIA

CSI 300 index – SHSZ300 Index

Trade war concerns have continued to cast a  
shadow on the Asia-Pacific region. Still, Southeast Asian  
countries’ GDP growth rates remain among the fastest 
in the world, supported by private consumption. China 
has slowed down somewhat in 2018 but a hard landing 
scenario is not to be expected any time soon. Chinese 
authorities have continued to steadily curb lending by 
focusing on restricting shadow banking activity. This 
is quite necessary in order to rebalance the economy 
towards consumption rather than investment. Market  
sentiment has nonetheless been very negative due to 
trade concerns, and the main blue chip index CSI 300  
is now officially in bear market territory.

China and the US have had several rounds of  
bilateral talks with no meaningful concessions on either 
side as regards alleged unfair Chinese trade policies. 
The Trump administration has continued to fiercely 
address how China is dumping its overcapacity, forcing  
technology transfers and committing other intellectual 
property infringements, providing unfair subsidies 
to many industries while imposing severe regulatory  
restrictions on foreign businesses trying to enter their 

domestic market. These are very serious claims and it 
is no surprise that Chinese leaders have not been keen 
to bend their knees. Putting aside the harshness of US  
rhetoric, there is clearly merit to their claims – at least  
on some level.

China has been a member of the World Trade  
Organization (WTO) for nearly two decades but its  
economy still remains heavily regulated. It is clear  
by now that the early 2000s assumption that China 
would naturally evolve towards Western standards,  
after inclusion in the WTO set of rules, has not  
materialized. Making things worse is the “Made in  
China 2025” plan, which aims to lift China to leading 
global position in many high-tech sectors, including  
aerospace, maritime, agriculture, information  
technology and machine tools & robotics. There is  
nothing wrong in having ambitions but the problem  
arises from continued leveraging of said unfair trade 
practices in achieving these goals. From the US point  
of view this is simply unacceptable, hence  the Trump  
administration’s very aggressive attitude.
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« It is clear by now that the early 2000s  
assumption that China would naturally evolve 
towards Western standards, after inclusion in 
the WTO set of rules, has not materialized. »

The Chinese economy is large by any standard 
but continues to be focused on low margin and low  
value-added products and services. This is  
admittedly changing, but at much slower pace than 
the government would like. Perhaps the best example 
of this issue is the semiconductor industry, where  
China is today the world’s largest consumer of chips 
while accounting for a mere 20% of production.  
During the past decade, China has invested over USD 
100 billion in the semiconductor industry through  
state-owned technology investment funds, with little 
success. The fact is that one cannot simply pour  
endless amounts of cash into one of the most  
technologically demanding sectors and expect to  
emerge as a global leader. Available capital is very  
important, but even more important is advanced  
intellectual property and a steady supply of very  
capable human capital. 

It is very difficult to estimate how long the trade  
dispute will last. The latest US move, import tariffs on 
USD 200 billion worth of Chinese products, was almost  
instantly countered by Chinese tariffs on USD 60  
billion worth of US products. Both economies will get 
hurt until concessions are made, but China remains 
in the more difficult situation. In the short-term it can  
divert some supply chains but longer term it will find  
it increasingly difficult to emerge as the market leader  
in high-tech industries through domestic means only.  
In other words, the longer the dispute continues, the 
more difficult the rebalancing of the Chinese economy  
becomes. It might be that we soon see a compromise, 
even though that does not appear a likely scenario  
right now. Until then, the Chinese market and economy 
can be expected to remain under pressure.

China is currently learning this lesson the hard 
way. Beyond the semiconductor sector, China  
continues to lag Western, Taiwanese, South Korean and  
Japanese industrial companies by decades. It will find 
itself in an increasingly difficult position if it continues 
to push the “Made in China 2025” plan while restraining  
competition – it will effectively isolate itself. Put  
differently, China will not be able to force itself into  
a leadership position where they are the only  
beneficiary. In this sense, the US negotiators’ arguments 
are correct. The optimal solution would be for  
China to start opening up its domestic market to  
competitors and encourage them to build  
manufacturing and research & development facilities 
voluntarily, so that all participants benefit. To a certain 
degree this process is underway, but not in the most  
advanced technologies.
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FIXED INCOME

Overall volatility has increased, without affecting 
global growth. We continue to favor US government 
bonds.  

Despite negative newsflow, be it related to persistent 
trade tensions, the Italian political crisis or financial 
pressures in some emerging economies, global growth 
remained on track during the third quarter. The  
labor market as a whole continued to strengthen, and  
business surveys support global GDP growth. We note 
some tensions in US short-term rates, due to banks’ need 
to comply with minimum reserve requirements. We thus 
continue to expect the Fed to stop reducing its balance 
sheet and raising the key rate in January 2019. 

The global economy has maintained its course despite the Italian political crisis and increased  
pressure on emerging countries. Monetary conditions continue to tighten gradually. We are  
starting to see some tensions in US short-term rates, which suggest that the Federal Reserve  
(Fed) will halt its process of balance sheet reduction and key rate hikes in early 2019.

Spread between German and Italian 10-year bonds 

USD emerging bond spreads vs. government bonds 

SOVEREIGN

EMERGING
Pressures on emerging countries continue, those  

dependent on external financing being most affected. 
We continue to recommend opportunistic purchases. 

Credit spreads on dollar-denominated emerged 
bonds widened again, reaching ca. 4% on average. The 
Fed’s monetary tightening is beginning, in our opinion, 
to weigh on emerging countries. Those that require  
external funding have been particularly affected. We  
expect some countries to enter recession, which should 
have a negative impact on global growth in the medium 
term. Current levels nonetheless offer some buying  
opportunities, leading us to maintain an overweight 
stance.

US 10-year Treasury yield vs.  Fed Funds rate (and projected)     Bank excess reserves deposited at the Fed 
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Quarterly corporate earnings reports further 
strengthened fundamentals. Technical factors can  
nonetheless be expected to pressure credit spreads on 
a medium-term horizon.  

The Italian political crisis was the main concern  
during the past quarter but did not spread, nor  
cause widespread investor risk aversion. Credit spreads  
remained stable thanks to strong earnings reports,  
reflecting a general reduction in debt and providing  
an encouraging outlook for the next quarter. That said, 
we believe that the new issuances expected before  
year-end should pressure credit spreads. We thus  
maintain our underweight stance. 

High quality credit spreads vs. government bonds

CORPORATE

At this stage of the economic cycle, we continue to  
favor credit selection. Our 12-month positioning remains 
neutral. 

The European high-yield bond market was  
impacted by political developments in Italy, given 
that issuers from that country account for a significant  
portion of the investment universe. These political  
uncertainties led to a moderate widening of credit 
spreads. That said, credit fundamentals remain sound, 
with a default rate that is still well below its historical 
average. Meanwhile, the US market has been supported 
by lower bond issuance and rising oil prices. Our 
12-month outlook on high yield is unchanged, still  
favoring short maturities and the US market.

High yield spreads vs. government bonds

HIGH YIELD

BRUELLAN FIXED INCOME PROJECTION
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TECHNICAL CORNER

EQUITIES 

BONDS - 10-YEAR YIELDS
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CURRENCIES

COMMODITIES
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ABOUT OUR FUNDS

Min. Investment 1000 EUR
Management fees 0.6%-1%

PROTEA BAM EUROPEAN EQUITIES PROTEA BAM US EQUITIES PROTEA BAM ASIA PACIFIC EQUITIES

Domicile Luxembourg/UCITS IV Domicile Luxembourg/UCITS IV Domicile Luxembourg/UCITS IV
Inception date 21 January 2015 Inception date 20 January 2015 Inception date 20 January 2015
Currency EUR Currency USD Currency USD
Fund Managers Florian Marini, CFA, CMT Fund Managers Petteri Pihlaja Fund Managers Petteri Pihlaja

BAM Team Antti Tilkanen Antti Tilkanen
Fund size 29.7 Million Fund size 27 Million Fund size 22.5 Million
Liquidity Daily Liquidity Daily Liquidity Daily

Min. Investment 1000 EUR Min. Investment 1000 USD Min. Investment 1000 USD
Management fees 0.8%-1.2% Management fees 0.8%-1.2% Management fees 0.8%-1.2%
Performance fees on 
overperformance over 
benchmark

20%
Performance fees on 
overperformance over 
benchmark

20%
Performance fees on 
overperformance over 
benchmark

20%

High Water Mark Yes High Water Mark Yes High Water Mark Yes
Benchmark Stoxx 600 Total Return Benchmark S&P 500 Total Return Benchmark MSCI Asia Pac ex Japan
ISIN Retail : LU1118008553 ISIN Retail : LU1118007233 ISIN Retail : LU1118007829

Instit.: LU1118008397 Instit.: LU1118007159 Instit.: LU1118007589
Bloomberg Retail : PROBEER LX Bloomberg Retail : PRBAMRU LX Bloomberg Retail : PRAPEXR LX

Instit.: PROBEEI LX Instit.: PRBAMIU LX Instit.: PRAPEXI LX
Custodian Pictet & Cie (Europe) S.A. Custodian Pictet & Cie (Europe) S.A. Custodian Pictet & Cie (Europe) S.A.
Investment Manager Bruellan S.A. Investment Manager Bruellan S.A. Investment Manager Bruellan S.A.
Administrator Fund Partner Solutions Administrator Fund Partner Solutions Administrator Fund Partner Solutions 
Auditor Deloitte Audit Auditor Deloitte Audit Auditor Deloitte Audit 

BRUELLAN DYNAMIC SWISS EQUITIES BRUELLAN DYNAMIC TACTICAL EQUITIES PROTEA BAM GLOBAL BONDS

Domicile Switzerland Domicile Switzerland Domicile Luxembourg/UCITS IV
Inception date 19 January 2015 Inception date 28 July 2005 Inception date 1 September 2015
Currency CHF Currency EUR Currency EUR
Fund Managers Florian Marini, CFA, CMT Fund Managers Petteri Pihlaja Fund Managers Yvan Mencattini

Liquidity Weekly
BAM Team Antti Tilkanen Fund size 99.9 Million

Liquidity Daily Liquidity Daily
Fund size 43.1 Million Fund size 27.8 Million

Management fees 0.8%-1.2% Management fees 0.8%-1.2%
Min. Investment 1000 CHF Min. Investment 1000 EUR

Performance fees on 
overperformance over 
benchmark

20%
Performance fees on 
overperformance over 
benchmark

20%
ISIN - Class EUR Retail : LU1280945632

Instit.: LU1280945475
High Water Mark Yes High Water Mark Yes ISIN - Class CHF Retail : LU1280945475
Benchmark Swiss Performance Index Benchmark MSCI World AC Net Return Instit.: LU1280945558
ISIN Retail : CH0253810144 ISIN Retail : CH0019243093 ISIN - Class USD Retail : LU1280945806

Instit.: CH0253810169 Instit.: CH0281535168 Instit.: LU1280945988
Bloomberg Retail : BDFSECA SW Bloomberg Retail : BDATACE SW Bloomberg Retail : PBGBREU LX

Instit.: BDFSECB SW Instit.: BDATBEU SW Instit.: PBGBIEU LX
Custodian CACEIS Custodian CACEIS Custodian Pictet & Cie (Europe) S.A.

CACEIS Administrator Fund Partner Solutions 
Investment Manager Bruellan S.A. Investment Manager Bruellan S.A. Investment Manager Bruellan S.A.

Auditor KPMG Auditor KPMG Auditor Deloitte Audit 
Administrator CACEIS Administrator
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Long-term investments in the highest quality businesses in the US

FOCUS ON THE PROTEA FUND - BAM US Equities

The Luxemburg-registered Protea BAM US Equities fund is a long-only equity fund that invests in listed US  
companies. 

The fund makes long-term investments based on intrinsic value of individual companies, avoiding speculation and 
market timing. A consistent focus on high-quality businesses is a direct implication of this long horizon: over time 
only high-quality companies can easily adapt, improve their market position and generate sustainable free cash flow. 

In times of rising interest rates, companies with weak balance sheets and low free cash flow risk facing  
difficulties. Hence, we focus on businesses whose operational success does not depend on easy money. This is also 
a good long-term strategy, since these companies avoid financial problems and are able to reward shareholders 
consistently.

Once identified, the next important step is not to overpay for such companies. They are seldom dirt-cheap, but 
fortunately they are not usually the most popular stocks either, and thus can be bought at perfectly reasonable  
valuations.

High-quality companies are not distributed evenly across all sectors, meaning that the fund’s allocation may differ 
markedly from the index. Our goal is to achieve good risk-adjusted returns, not track the index. The fund has been 
quite successful in that regard, as reflected by its five-star Morningstar rating.
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BRUELLAN IN THE NEWS

 
 
 
 
 
 

Press release 
EMBARGO UNTIL : JUNE 12TH 2018 - 11AM 
 
Semper and Bruellan to merge 
 
 
Geneva, June 12, 2018 – Independent asset manager Semper and wealth management company 
Bruellan are to merge into a single entity providing wealth and asset management services. 
Operating under the Bruellan brand, the new group will manage over CHF 3.5 billion in assets, of 
which CHF 1.7 billion in discretionary mandates. Grégoire Vaucher, Semper’s current CEO and main 
shareholder, will become Bruellan CEO and a managing partner, alongside Antoine Spillmann and 
Jean-Paul Tissières. 
 
 
The two companies are extremely complementary, putting the combined entity in a strong position to 
thrive in the new Swiss private banking world. Over the last several years, Semper has developed 
valuable know-how in global wealth management, supplementing its core asset management activity 
with a broad range of additional services such as multi-family offices, relocation, business 
consulting/financing and real estate management. Bruellan will provide opportune diversification, 
thanks to its recognised expertise in asset management – demonstrated by the five stars awarded by 
independent consultant Morningstar to its US and world equity funds. The discipline, skill and technical 
capabilities developed in the institutional market will naturally also benefit private client activities, 
strengthening them and enhancing their credibility. 
 
 
Following the integration, the new entity will have some 50 employees, based in Geneva, Lausanne, 
Crans-Montana and Verbier. The Geneva Bruellan teams will move to Semper’s offices in Florissant. 
The merger will involve no layoffs. Rather, both companies have been job creators since their inception 
and intend to pursue their expansion thanks to the merger synergies. In order to ensure a smooth and 
efficient integration, Paul Lombard, former Bruellan director, has been appointed to supervise the 
operational aspects of the merger. 
 
 
Five members will serve on the Board of Directors: Jean-Baptiste Zufferey (Chairman), Christian Zanella 
(Vice-Chairman), Gina Empson, Anne Hornung-Soukup and Marc-André Ballestraz. All are independent 
directors, underscoring the shareholders’ commitment to sound governance. 
 
 
“We believe that good governance is essential nowadays. The combination of an independent Board of 
Directors, the greater FINMA supervision entailed by the CISA licence, and our experience of handovers 
between partners, makes us stronger and ensures the sustainability of our entrepreneurial project. It 
serves as an additional guarantee for our clients” stated Grégoire Vaucher, Semper CEO.  
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“Our business has undergone substantial change over the past 15 years. Clients today want not only a 
360-degree view of their global wealth, but also successful and truly competitive management. We 
have found in Semper the ideal partner to take our company to the next level, as we share the same 
view of our business” added Antoine Spillmann, Bruellan CEO. 
 
The deal is still subject to FINMA approval. 
 
 
For further information, please contact: 
 
Semper contact:   Bruellan contact: 
 
Grégoire Vaucher   Antoine Spillmann 
T: 022 839 80 40   T: 022 817 18 55 
gv@semper.ch    aspillmann@bruellan.com 
 
 
 
About Semper 
Founded in Geneva in 2001, the Semper financial group boasts recognised expertise in global wealth 
management, providing portfolio management, multi-family office, relocation, business 
consulting/financing and real estate management services. Semper is ISO 27001 certified by SGS and 
member of the SAAM. 
 
About Bruellan 
Bruellan is an independent wealth management company founded in Geneva in 1991. From its 
Geneva, Lausanne, Crans-Montana and Verbier offices, Bruellan provides wealth management, multi-
family office and asset management services, with an offering of eight Swiss- and Luxemburg-based 
funds. Bruellan holds a CISA licence and is FINMA-supervised. 
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AGENDA

Date Country / Region Political Economical

15.10.19 Italy Presentation Draft 2019 budget to EC
25.10.18 European Union ECB Rate Decision
28.10.18 Brazil Brazilian general elections
31.10.18 Japan BOJ Rate Decision
01.11.18 UK BOE Rate Decision
06.11.18 US US Mid-term elections
08.11.18 US FOMC Rate Decision
13.12.18 European Union ECB Rate Decision
13.12.18 Switzerland SNB Rate Decision
19.12.18 US FOMC Rate Decision
20.12.18 Japan BOJ Rate Decision
20.12.18 UK BOE Rate Decision
20.12.18 Japan BOJ Rate Decision
23.01.19 Japan BOJ Rate Decision
24.01.19 European Union ECB Rate Decision
30.01.19 US FOMC Rate Decision

Calendar Q4 2018
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Contributors – Bruellan Asset Management Team: Florian Marini, Antti Tilkanen, Petteri Pihlaja, Yvan Mencattini 

Edition & Formatting – Mélody Duarte | Proof reading – Karen Guinand

Disclaimer – This publication is for private circulation and information purposes only and does not constitute a 
personal recommendation or investment advice or an offer to buy/sell or an invitation to buy/sell securities  
mentioned. This information and any opinions have been obtained from or are based on sources believed to be  
reliable but accuracy cannot be guaranteed. No responsibility can be accepted for any consequential loss arising 
from the use of this information. The information is expressed at its date and is issued only to and directed only 
at those individuals who are permitted to receive such information in accordance with local regulations. In some 
countries the distribution of this publication may be restricted: it is the reader’s responsibility to find out what those 
restrictions are and observe them. Bruellan SA cannot be liable for a breach of such restrictions.

Source of graphics: Bloomberg & Bruellan SA. Bruellan SA is FINMA regulated.
© 2018 Bruellan SA – Copyright
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Bruellan S.A.
5, rue Pedro-Meylan
CH-1208 Genève
Tel +41 22 817 18 55
Fax +41 22 817 18 44

Bruellan S.A.
Rue Centrale 50
CH-3963 Crans-Montana
Tel +41 27 486 24 24
Fax +41 27 486 24 44

Bruellan S.A.
Rue de Médran 16
CH-1936 Verbier
Tel +41 27 775 56 56
Fax +41 27 775 56 54

Bruellan S.A.
Rue du Petit-Chêne 18
CH-1003 Lausanne
Tel +41 21 345 80 20
Fax +41 21 345 80 21

WHERE TO FIND US 

GENEVE LAUSANNE

VERBIER CRANS-MONTANA



PANORAMA is also available online. 
Register for our mobile application 

to receive the latest market news,
our views and fund information.

 www.bruellan.com




