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Politics and business

Credit crunch in consumer loans.
Basis effect of commodity prices pushing
inflation down for the first time.

Despite the record-high liquidity injections of
the US Federal Reserve, consumer credits
slumped significantly this year, more than ever
since World War II. The reasons: more inci-
sive solvency analyses of borrowers, massively
higher interest rates due to increased risk
premiums, and balance sheet problems in

the banking community. As already mentioned
on several occasions in this news service,
banks are using the liquidity placed at their
disposal (almost free of charge) mostly to
rehabilitate their balance sheets, and the real
economy is getting only crumbs from the table.
At least as regards consumer credits, things
are sluggish on the demand side as well, quite

0Oil price

understandably. Consumers are simply no
longer willing to incur debt to finance house-
hold spending.

No coal

Since the labor market situation is still very
tense, the workforce cannot generate any
cost pressure by pushing for higher wages.
Employers have the upper hand. So wage
demands are about as likely to be successful
as trying to sell coal to Newcastle. In October,
the US unemployment rate cleared the
distressing 10-percent barrier when it climbed
to 10.2 percent, the highest level since April
1983. Weekly work hours have also gradually
declined and recently descended to a record
low of 33.0 hours. The assessments of this data
by economists are very disparate. The opti-
mists are saying that the worst is behind us
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now, but for pessimists, these statistics
confirm that the sustainability of the economic
recovery is a myth. We will probably have to
wait until next year to find out which appraisal
is more realistic.

The positive news as regards inflation is offset
by the basis effect in commodity prices. If we
take oil as an example, it is clear that the rapid
price collapse last year is now — one year
later — having a negative impact on inflation. In
a 12-month comparison, a barrel of oil costs
exactly twice as much as it did 12 months ago
(see graph).

Home-turf advantage

The hopes nurtured by Switzerland that there
will be a consensus solution to the tax dispute
with Germany and the EU now rests on the
shoulders of Wolfgang Schauble, Germany’s
new minister of finance. Schauble does

have two major assets that his omnipresent
predecessor Peer Steinbriick lacked. First,
Schéauble’s party, the CDU, is business-friendlier
and thus more lenient in such issues than

the SPD, Steinbriick’s political moorage. And
second, Schauble grew up in Freiburg, not

far from the Swiss border, so he can relate to
the Swiss mentality a little better than terse,
Hamburg-born Steinbriick. In spite of this
“home-turf advantage”, it would be wrong to
underestimate the perseverance for which
Schauble is known. He’s not a perpetually
barking dog, but he can certainly sink his teeth
into an issue.




Currencies and interest rates

Australia increases the prime rate for the
second time. The European Central Bank
sees the end of easing. The Swiss National
Bank is in a dilemma.

Atfter the first hike in October this year,

the Australian central bank raised the rate yet
again. With a quarter of a percentage point
added, lending rates there are now at 3.5 per-
cent. Interest rates were adjusted in Europe,
too. The Norwegian central bank lifted

the prime rate to 1.5 from 1.25 percent.

The ECB gets vocal

Further interest-rate decisions were pending
in England, Europe, and the United States as
well. The Bank of England again broadened the
purchase of financial assets (quantitative
easing) and thus adopted an accommodative
stance. Interest rates remained unchanged

at a record low level of 0.5 percent. The US
Federal Reserve also left rates where they
were (range 0.00 to 0.25 percent) even though
the economic outlook turned out to look a bit
better. The decisive factors for the Fed were no
doubt the weak employment figures (see
“Politics and business”).

The European Central Bank (ECD) was more
outspoken. Even though it, too, left the lending
rate unchanged at 1 percent, the ECB did
clarify that “this excessive liquidity is not for-
ever”. The Swiss National Bank (SNB) is

also between a rock and hard place. If it were
to pursue an active monetary policy, it would
have to keep the lending rate low, because the
Swiss franc is too expensive, a painful situation
for Swiss exporters. The labor market numbers
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are also encouraging the SNB to keep rates
low (see graph). Its top priority, however,

is stable prices. If the risk of rising inflation
becomes acute, the SNB will also have to
increase rates.

2010 is not a bond year

The US bond market was an exemplary case
study. After worse-than-expected employment
statistics were published, the prices for

US government bonds rallied. As long as the
labor market (and thus the American consum-
er) does not see any tangible signs of a re-
covery, interest rates will remain low in the US.
Nonetheless, the bond market could be in
trouble next year. On the one hand, there was a
reduction, or normalization, of risk premiums
for corporate bonds — the extra bonus for risk
is gone — and on the other, bond yields are at
multi-year lows because of the excess liquidity.
This could backfire next year in bonds with
long durations.

The dollar gamble

The carry trade function of the US dollar
(speculators incur debt in dollars and invest
the borrowed money in currencies with
higher returns) could result in a fast and mas-
sive countermovement. It almost appears as
if the whole world were short in dollars which
at some point in time, of course, must be
covered (bought back). This could happen if
the USA were to increase lending rates faster
than expected. And as always in such forex
plays, everyone will want to do the same thing
at the same time: buy.




Financial markets

Almost no breathers on the financial
markets. Fantastic dividend yields in tele-
coms. Asia keeps buying gold.

After a short pause in late October and early
November, the market rally picked up steam
again. Since most late risers have meanwhile
increased their exposure in stocks, there
won’t be much support if the financial markets
show weaknesses. Opportunistic additions

for cosmetic reasons (buy the winners and get
rid of the losers) are expected as the year
comes to a close, however. The portfolio clean-
up phase begins in early December.

One person’s joy ...

... is another’s sorrow. The bottom line on the
telephone bills of many consumers is swelling
because of new smart phones and money-
draining applications. New gadgets, Internet and
e-mail services as well as built-in cameras

are encouraging consumers to engage in costly

Deutsche Telecom

2005 2006 2007 2008 2009

recreational activities. The winners are not
only the cell phone makers — headed up

by Apple — but also the telecom companies.
The boom spawned many new providers,

but most of them have already disappeared
again. Erstwhile monopolists such as
Swisscom or Deutsche Telecom are financially
sound corporations that are generating
enormous cash flows and paying dazzling
dividends.

Deutsche Telecom, for example, is paying its
shareholders more than 8 percent in dividends
per year, is fairly valued with a P/E of 11, and
generates free cash flow of about EUR 7 billion
per year. Things look promising for the future,
so this equity is worth buying (see graph).

Gold buyers

Gold is still a favorite among investors. After
the old record high of 1030 dollars per ounce
was broken in March 2008, the price surged
rapidly. The 1050 and 1100 levels were
defeated virtually overnight. To some extent,
Chinese and Indian buyers are now splurging
the dollars in the coffers of their central
banks on the precious metal. Russia could
also join the community of buyers, not because
of runaway government debt but because

of the natural dollar hedge. The three nations
own tremendous US dollar currency reserves.

Last but not least

“Grass doesn’t grow faster if you tug
the blades.”

African proverb

Marthe Ballet

Yves Baumann

Jorg 0. Blickensdorfer
Johan Buckert

Christ Johann Collenberg
Chantal Cvorovic-Lauper
Martin P. Egli

Peter L. Einstein

Boris Eschmann

Ben Euving

Chantal Gehri

Olaf Gierhake

Mauro Golinelli

Narciso Grilli

Rainer E. Hansen
Patrick Huurdemann
Urs Jédggi

Claude R. Jenni
Beatrice Kern

Daniel Kossler

Thomas Kostkiewicz
Markus Linke

René Meyer

Rainer H. Moser

Jos Raafs

Christian Rockstroh
Bernhard Schiirmann
Richard Smith
Dominique J. Spillmann
Barbara Stacey
Carsten Tillner

Kurt E. Vogelsang
Bettina Walti

Ralph Weidenmann
Markus Wintsch

Bruno Zemp

Louis D. Zuckerbraun
Christian zu Pappenheim

swisspartners Investment Network AG
Am Schanzengraben 23

P.0. Box

CH-8022 Ziirich

Phone +41 58 200 0 000

Fax  +41582000 100

swisspartners Investment Network AG
Steinengraben 18/22

P.0. Box

CH-4002 Basel

Phone +41 58 200 0 500

Fax  +4158 200 0 595

swisspartners Investment Network SA
rue Neuve-du-Molard 24

P.0. Box

CH-1211 Genéve 3

Phone +41 58 200 0 200

Fax  +41582000 210

swisspartners Wealth Management AG
Am Schanzengraben 23

P.0. Box

CH-8022 Ziirich

Phone +41 58 200 0 400

Fax  +4158 200 0 490

swisspartners (Liechtenstein) AG
Feldstrasse 16

FL-9490 Vaduz

Phone +423 2397970

Fax  +423 2397980

WWW.Swisspartners.com
info@swisspartners.com





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /DEU <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


