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 TRUMP BOOSTS YEAR-END PERFORMANCE 

 OUTPERFORMANCE IN BALANCED & DYNAMIC MANDATES INCREASED 

 ATTRACTIVE ENVIRONMENT FOR EQUITIES 

REVIEW 

Trump boosts year-end performance 

New developments in terms of the Sino-US trade dispute and 

Britain’s exit from the EU were favourable for investors in 

December. Both of these issues, which had a material 

influence on investment trends last year, witnessed a 

turnaround in the last few days of 2019, fuelling optimism for 

the year to come. The governments of both major powers in 

the trade conflict reached a verbal agreement to avoid the 

introduction of further protectionist tariffs. At the same time, 

the re-election of UK Prime Minister Boris Johnson secured a 

much-needed majority in parliament for forging ahead with his 

Brexit plans. While a final solution to both longstanding issues 

is unlikely to materialise any time soon, these developments 

marked significant steps forward.  

Looking back on the year as a whole, various uncertain factors, 

declining business sentiment and disappointing data at both 

the macro and microeconomic levels failed to dent investor 

sentiment. The key US index S&P 500 reached 35 new annual 

highs in 2019. Other leading equity indices posted impressive 

gains, making the disappointing investment year of 2018 more 

tolerable. A counter-reaction to the sell-offs in the previous 

year is probably also largely responsible for performance in 

2019, which surprised many investors due to the negative 

factors mentioned above.  

The supportive bias of the central banks is another 

contributing factor. While some economic regions have seen 

unemployment rates falling to pre-crisis levels, price stability 

remaining intact and satisfactory economic activity, the 

central banks are opposed to normalising monetary policy. 

Their current stance, which is barely sustainable for longer-

term economic growth, has the positive side-effect of boosting 

financial assets in the short to medium term. It remains 

unclear how long the monetary policymakers plan to adhere 

to their defined inflation targets of 2% to justify their current 

accommodative measures. 

Loose monetary policy and the favourable financing conditions 

it creates for companies have pushed the general yield level 

further downwards in many regions, leading to substantial 

gains for interest-bearing securities. As a result, both risk-

averse and risk-seeking investors benefited from what was a 

historically exceptional year for investment. 

Equity indices 2019 Total return 

 
Sources: Bloomberg, swisspartners  

  

Am er ic a D ec em b er 2 0 1 9

Dow Jones Industrial Average (US) 1 . 9 % 2 5 . 3 %

S&P 500 (US) 3 . 0 % 3 1 . 5 %

NASDAQ Composite (US) 3 . 6 % 3 6 . 7 %

Brazil Ibovespa (BR) 6 . 8 % 3 1 . 6 %

Eu ro p e D ec em b er 2 0 1 9

EURO STOXX 600 (EU) 2 . 1 % 2 6 . 8 %

FTSE 100 (GB) 2 . 8 % 1 7 . 2 %

CAC 40 (FR) 1 . 3 % 3 0 . 5 %

DAX (DE) 0 . 1 % 2 5 . 5 %

SMI (CH) 1 . 2 % 3 0 . 2 %

Asia/P ac ific  & Em ergin g Market s D ec em b er 2 0 1 9

Nikkei 225 (JP) 1 . 7 % 2 0 . 7 %

Hang Seng (HK) 7 . 0 % 1 3 . 0 %

MSCI Emerging Markets (EM) in USD 7 . 3 % 1 8 . 6 %
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MANDATE RETURNS gross & POSITIONING 

 

The equity markets and lower-rated bonds rose again in 

December as underlying sentiment remained generally 

positive. The performance of these asset classes was primarily 

reflected by balanced and dynamic strategies, as illustrated in 

the table above. Conservative profiles participated in the 

equity rally to a lower-than-average extent (smaller equity 

exposure), but clearly exceeded their expected performance 

levels with growth rates of some 9-10%.  

While all asset classes were vulnerable to a correction in 2018, 

the opposite applied to most categories in 2019. On an 

aggregate basis, equities, bonds and alternative investments 

delivered positive contributions to performance in the 

strategies we manage. In a direct peer group comparison, the 

excess return generated in the previous months of the year 

was further enhanced. As a result, the two riskier investment 

profiles produced an excess return – which was in some cases 

significant – versus the strategy funds of well-known asset 

managers. The underperformance of our conservative profiles 

was continuously reduced in the second half of the year, but 

returns slightly lagged behind the peer group due to a relative 

underweighting of equities. 

 

Equities 
(overweight) 

Thanks to stabilising soft indicators, improving economic fundamentals and the current ceasefire in the Sino-US trade dispute, our outlook for 

the equity markets is positive. Moreover, the central banks are ready to stimulate global economic growth using all of the instruments at their 

disposal. As we expect a continued pick-up in economic activity in this attractive environment for the stock markets, we have increased the 

equity allocation to the detriment of liquidity. 

Bonds 
(underweight) 

Focus on global flexible strategies in combination with high-yield bonds, senior loans and floating-rate investment products with low interest 

rate sensitivity, while underweighting direct investments in government and European corporate bonds that offer too little compensation for 

risk. 

Alternative Investments 
(overweight) 

Combination of insurance securitizations, market-neutral or option-based volatility strategies, which exhibit low correlations, unlike traditional 

asset classes. 

Liquidity 
(overweight)) 

Outside of the US dollar investment universe, there are few opportunities to avoid the negative interest rates applied by the central banks. If 

necessary, we are parking excess liquidity in cash and accepting a negative return, which is partially passed on to customers, especially as there 

are no other risk-free alternatives. Trustee investments offer opportunities in US dollars. 

Foreign currencies 
(underweight) 

The foreign currency allocation is reduced in the portfolio by deploying foreign exchange futures transactions. A higher share in the reference 

currency is favoured at present on the basis of risk considerations. 

 

CONS BAL DYN CONS BAL DYN CONS BAL DYN CONS BAL DYN

2012 6.6% 7.4% 10.5% 4.3% 6.5% 10.9% 5.9% 8.4% 11.8%

2013 1.5% 6.5% 13.5% 1.9% 8.3% 16.7% 2.8% 9.4% 18.5%

2014 6.1% 8.0% 10.2% 4.9% 6.5% 9.2% 1.6% 2.2% 3.1%

2015 2.7% 6.3% 9.9% -0.8% 0.0% 1.8% -0.3% 0.0% 1.0%

2016 2.3% 5.3% 7.1% 1.3% 3.9% 5.7% 2.8% 6.2% 7.2% 4.6% 9.5% 12.1%

2017 3.5% 7.3% 10.8% 4.3% 8.9% 15.0% 7.1% 12.7% 18.1% 4.7% 8.7% 14.2%

2018 -4.3% -9.0% -10.5% -5.6% -10.1% -12.1% -2.5% -7.9% -9.8% -3.3% -8.6% -10.4%

Jan 19 2.4% 4.4% 6.0% 2.6% 4.7% 6.3% 2.6% 4.8% 6.1% 2.1% 4.0% 5.4%

Feb 19 1.4% 2.5% 3.3% 1.4% 2.4% 3.1% 1.4% 2.6% 3.0% 1.2% 2.3% 2.8%

Mar 19 0.7% 1.3% 1.9% 0.6% 1.1% 1.5% 0.8% 1.1% 1.5% 0.9% 1.3% 1.9%

Apr 19 1.1% 2.2% 3.2% 1.5% 2.6% 3.8% 1.2% 2.5% 3.3% 1.2% 2.3% 3.2%

May 19 -1.3% -3.0% -4.7% -1.7% -3.3% -5.1% -1.1% -3.0% -4.6% -0.8% -2.4% -4.0%

Jun 19 1.4% 2.7% 4.0% 1.3% 2.5% 3.8% 1.9% 3.4% 4.7% 1.7% 3.3% 4.6%

Jul  19 0.8% 1.2% 1.3% 0.7% 0.8% 0.8% 0.7% 0.8% 0.7% 1.2% 1.6% 1.5%

Aug 19 0.0% -0.2% -0.9% -0.2% -0.4% -1.3% 0.1% -0.3% -1.1% 0.0% -0.3% -1.1%

Sep 19 0.4% 0.7% 1.2% 0.3% 0.6% 1.0% 0.4% 0.6% 1.0% 0.1% 0.2% 0.5%

Oct 19 0.2% 0.1% 0.4% 0.4% 0.6% 1.0% 0.7% 0.8% 1.3% -0.1% -0.3% -0.1%

Nov 19 1.2% 1.6% 2.5% 1.2% 1.5% 2.4% 1.1% 1.4% 2.2% 1.0% 1.3% 2.2%

Dec 19 0.6% 1.3% 1.8% 0.3% 1.1% 1.4% 1.0% 1.9% 2.4% 0.6% 1.3% 1.7%

2019 9.2% 15.7% 21.6% 8.4% 14.8% 19.6% 11.5% 17.5% 22.0% 9.4% 15.3% 19.8%

British PoundEuro Swiss Franc US Dollar
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OUTLOOK 

Attractive environment for equities 

While Brexit has yet to take place and a trade deal remains to 

be signed, the outlook for equities as we move into the new 

year seems less worrying given that these problems are 

already familiar. It is highly possible that the signing of a phase 

1 deal will only be a formality and could be completed within 

a few weeks. By that time, the focus is likely to shift to the US 

presidential elections as the Sino-US trade tensions fade into 

the background. In this scenario, we expect a further pick-up 

in the relevant leading indicators due to a marked 

improvement in business sentiment. While consumer 

sentiment has been largely stable over the last two years, 

trade tariffs have led to planning uncertainty and spending 

restraint on the part of companies.  

In an environment of subsiding geopolitical risks (relating to 

the trade war), we expect global economic activity to rise, 

which will initially curb the downswing in economic growth. 

This will inevitably filter through to hard economic data after 

a time lag and further curtail the risk of recession. Meanwhile, 

the central banks’ unfaltering willingness to inject the markets 

with unlimited amounts of liquidity should provide added 

support. While the People’s Bank of China has only recently 

implemented further easing measures, a reversal of monetary 

policy is not likely in Europe, the US, Japan or Switzerland 

either in the foreseeable future. The central banks are not only 

bolstering their balance sheets substantially, but have also 

reiterated that they will avoid hiking interest rates unless 

inflation rises sharply above the target levels. This is an ideal 

scenario for risky asset classes and supports our strategy of 

overweighting equities to the detriment of bonds.  

In our baseline scenario, we also expect to see an 

improvement in profitability when companies publish their 

quarterly results in 2020. Our forecast partly stems from the 

fact that the comparative figures are easier to beat. This has 

not been the case in 2019 as earnings in 2018 were extremely 

strong and therefore difficult to surpass due to various factors, 

particularly the reduction in US corporate tax, whereas the 

basis for comparison in 2020 is lower (see illustration). 

Moreover, individual factors such as stronger fundamentals, 

more favourable financing conditions and receding 

geopolitical trade risks trade bode well for a rise in corporate 

earnings. 

 

 

 

Company earnings in the S&P 500 (quarters, year-on-year 

comparison) 

 

Sources: Bloomberg 

 

In our view, the main risk to our baseline scenario is any fresh 

escalation in the Sino-US tariff war. Possible trade frictions 

with the European Union would also harbour the risk of a 

significant economic slowdown, triggering corrections on the 

equity markets. Moreover, an economic downswing sparked 

by escalation of the US-Iran conflict cannot be ruled out. The 

threat of a blockade in the Strait of Hormuz is a source of 

unease. A fifth of global crude oil supply continues to pass 

through the Gulf region and along the coast of Iran. At present, 

we consider these risks tolerable. A broadly diversified 

portfolio is the most appropriate option for countering such 

market risks.  

The best-case scenario would be the opposite outcome to the 

trade dispute involving the removal of trade barriers, which 

would trigger substantial rises in share prices.  
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(Editorial deadline: 3pm CET, 6 January 2020) 

 

 

This portfolio update was written 
by: 
  
Nick M. Jenni, Partner 
Head Investment Management &  
Solutions (CH) 

This document is purely for information purposes and does not constitute an offer, request or recommendation on the part of swisspartners AG (referred to below as swisspartners) 

or its group companies (also referred to below as swisspartners). It is based on data provided by third parties, the company’s own f indings and publicly available sources that 

swisspartners considers reliable. swisspartners does not assume any responsibility for the information provided being accurate, complete or up-to-date. The information provided in 

this document is not intended as a substitute for individual advice. No liability can be assumed for any loss or damage arising from the use of this document. 

 


