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▪ THE BULL MARKET IS DEAD!  IS A RESURRECTION ON THE CARDS? 

▪ REBALANCING IN THE PORTFOLIOS 

▪ IS THE WORST BEHIND US? 

REVIEW 

The bear market is dead!

Having hit an all-time high on 19 February, the S&P 500 – the 

benchmark equity index in the US – plunged by more than 

33% at times over the course of the year, bringing one of the 

longest bull markets in financial market history to an 

unprecedentedly swift end. According to the usual definition, 

a new bull market would not begin until we saw values 

returning to 20% above their low point. Interestingly, at the 

end of the month we were just 4.5 percentage points away 

from this level. Indeed, risk assets were already making a 

substantial recovery from their lows, giving the impression in 

some areas that the worst was already behind us. 

Equity markets across the world were exhibiting a similar 

pattern, with corrections being posted to greater or lesser 

degrees. The Chinese stock market is currently the standout 

performer in a positive sense, driven up by the marked 

improvement in the number of new infections in the country. 

For its part, the Swiss equity market has also outperformed 

significantly thanks to its index heavyweights Nestlé and 

Roche, which are in demand at present. Companies from the 

healthcare and consumer staples sectors posted the smallest 

losses on the month. 

While bonds supported returns in February, fears over an 

across-the-board economic slowdown through to negative 

economic growth and a recession sparked a veritable sell-off 

in fixed income too. The general view is that the dearth of 

revenues will cause margins to contract, leading to financial 

bottlenecks, which in turn will have an adverse effect on debt 

servicing. As a result, we saw a sharp rise in spreads 

(reflecting the premium a company has to pay over 

government bond yields) and pronounced slumps in prices, 

above all in high-yield bonds. At the same time, there were 

even signs of profit-taking in government bonds. In this 

context, some investors are pointing to the huge rise in new 

government borrowing and a possible oversupply of newly 

issued sovereign bonds to fund this debt. There are 

increasing question marks over individual countries' debt 

servicing, especially as some nations were already struggling 

with ailing economic output even before the coronavirus 

pandemic. This was evident in the case of Italian sovereign 

bonds, for example, whose spread versus German Bunds 

widened to as much as 2.8 percentage points at times. Will 

this herald the launch of joint eurobonds? 

For their part, precious metals, commodities, crypto-

currencies and other assets were not immune either to the 

heightened risk aversion sparked by the global spread of 

coronavirus. The diversification that was urgently required 

was, if at all, only available in individual hedge fund strategies 

such as long/short equities and volatility arbitrage, as well as 

in catastrophe bonds.  

Financial markets 2020 total return 

 
Sources: Bloomberg, swisspartners  

A m e r ic a M a r c h 2 0 2 0

S&P 500  (US) -1 2 . 4 % -1 9 . 6 %

Dow Jones Industria l Ave rage  (US) -1 3 . 6 % -2 2 . 7 %

EURO STOXX 600  (EU) -1 4 . 5 % -2 2 . 6 %

DAX (DE) -1 6 . 4 % -2 5 . 0 %

SMI (CH) -3 . 9 % -1 1 . 0 %

MSCI Emerg ing  Marke ts (EM) in  USD -1 5 . 4 % -2 3 . 6 %

E u r o p e M a r c h 2 0 2 0

US Corpo ra te  Bonds Inv. G rade -7 . 1 % -3 . 6 %

US Corpo ra te  Bonds High  Y ie ld -1 1 . 5 % -1 2 . 7 %

Pan- Europe  Corpo ra te  Bonds Inv. G rade -7 . 4 % -6 . 6 %

Pan- Europe  Corpo ra te  Bonds High  Y ie ld -1 3 . 6 % -1 5 . 1 %

A lt e r n a t iv e  I n v e s t m e n t s M a r c h 2 0 2 0

Gold 0 . 7 % 4 . 9 %

Oil (b ren t) -5 7 . 1 % -6 7 . 7 %
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MANDATE RETURNS GROSS 

 

 

TRANSACTIONS IN MARCH FOR STRATEGY MANDATES  

Abbott Laboratories 

US0028241000 

Buy 

10 March 2020 

Conservative         0% 

Balanced           +1.5% 

Dynamic            +1.5% 

As one of the world's largest producers of diversified healthcare products, Abbott Laboratories primarily 
operates in the fields of medical equipment, nutrition, diagnostics and established pharmaceuticals. 
Abbott's management is known for generating transparent growth and for operating in product areas that 
are less exposed to regulatory influence. Operating margins are expected to increase amidst cost-cutting 

thanks to synergies from the acquisitions of St Jude Medical and Alere. 

Interactive Brokers 

US45841N1072 

Buy 

10 March 2020 

Conservative          0% 

Balanced           +1.5% 

Dynamic            +1.5% 

Interactive Brokers is an automated global electronic market maker and broker. The company specialises in 
order routing, execution and handling securities transactions, derivatives and foreign currencies. The low-
cost service and intelligent technology behind order routing and trading execution should continue to 
attract new customers. At the same time, it should be possible to keep operating costs low thanks to the 
scalability of the platform and the forward-looking technology. 

Government bonds 

Rubrics Global Fixed Income fund 
in CHF/USD/EUR/GBP 

Government bond ETFs 
in CHF/USD/EUR/GBP 

Sell/redeem 

23 March 2020 

Conservative       -4% 

Balanced             -3% 

Dynamic               0% 

The sharp fall in prices on the equity markets initially prompted many investors to seek out safe havens 
such as sovereign bonds. In this environment, our government bond funds also produced a relatively 
strong performance (government ETFs & Rubrics Global Fixed Income UCITS fund). But with debt on the 
rise and monetary and fiscal support packages being launched on a huge scale, demand for government 
bonds seems to be tailing off. The fact is that the fiscal packages that have been announced will have to be 
funded. As a result, there is likely to be a huge increase in the supply of sovereign bonds. We believe we 

have made enough profit from this investment and are shifting the money into a gold ETF position. 

Gold ETF 

CHF     CH0106027128 (hedged) 

USD     CH0106027193 

EUR     CH0106027144 (hedged) 

GBP     CH0104493306 (hedged) 

Buy 

23 March 2020 

Conservative        3% 

Balanced              2% 

Dynamic               0% 

Gold only lived up to its reputation as a crisis-proof investment to a limited extent in February/March. On 
the whole, this was probably because holdings of gold are highly liquid and can be sold at short notice. 
Above all, investors who were facing liquidity difficulties and therefore had to generate liquid funds 
without delay are likely to have opted to dispose of gold. In light of various countries' rapidly growing debt 
burdens as they try to combat the economic downswing sparked by COVID-19 and the recent setback for 

the price of the precious metal, we took this favourable opportunity to buy into the gold market. 

Rebalancing 

Bonds & alternative investments 

Various orders 

27 March 2020 

The losses incurred on equities led directly to a higher portfolio allocation to bonds and alternative 
investments. While stocks suffered losses of 20% or more in some cases, bonds and alternative assets 
fared comparatively well and therefore made up an increased share of the portfolio. In order to have 
sufficient liquid funds available to add to equity holdings in a potential future move, we felt compelled to 
sell individual bond and alternative fund holdings as a means of adjusting the weighting of the tactical 
allocation. 

  

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%

2019 9.2% 15.7% 21.6% 8.3% 14.8% 19.6% 11.5% 17.5% 22.0% 9.4% 15.3% 19.8%

Jan 20 0.4% -0.3% -0.1% 0.0% -0.7% -0.7% 0.3% -0.5% -0.48% 0.3% -0.4% -0.3%

Feb 20 -2.0% -3.3% -5.3% -2.1% -3.5% -5.5% -1.9% -3.3% -5.4% -1.6% -2.8% -4.7%

Mar 20 -7.1% -8.7% -10.5% -6.8% -8.3% -9.6% -6.7% -8.6% -10.0% -7.0% -8.6% -10.6%

2020 -8.7% -11.9% -15.3% -8.7% -12.0% -15.1% -8.2% -12.0% -15.2% -8.2% -11.5% -15.1%

Euro Swiss Franc British PoundUS Dollar

Actual portfolio returns may differ from the values shown above owing to management costs & restrictions on implementation. 
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POSITIONING 

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. Short-dated bond and trustee investments offer opportunities in US dollars. 

Bonds 
(underweight) 

The focus is on global active 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. 

Equities 
(overweight) 

Due to the COVID-19 pandemic, the improvement we are expecting to see in economic fundamentals will be delayed by several months. 

We are currently adhering to our generally positive outlook and consider the interim ceasefire in the Sino-US trade dispute to be favourable 

for the equity markets. Moreover, the central banks are ready to deploy all of the instruments at their disposal to stimulate global 

economic growth and support companies in overcoming financial shortfalls. 

Alternative Investments 
(overweight) 

A combination of insurance securitisations, market-neutral, arbitrage and option-based volatility strategies. In contrast to traditional asset 

classes, these instruments exhibit low levels of correlation and offer a degree of protection from geopolitical risks. In normal market 

conditions, the aim is to achieve a positive market yield while minimising volatility. A high level of liquidity is a fundamental requirement. 

Foreign currencies 
(strategy-related) 

Foreign currency allocations differ depending on the risk strategy. Hedging foreign currency positions for US dollar strategies is advisable in 

the current interest rate environment. These strategies benefit from a positive roll yield due to the interest rate differential versus the 

EU/Switzerland. Conversely, euro and Swiss franc strategies pay high premiums for hedging US dollar positions. At the same time, we 

expect demand for the Swiss franc to decline in the medium to longer term. 

OUTLOOK 

Is the worst behind us? 

While the financial markets appear to be recovering from 

their lows, there is one key question that remains to be 

answered: is the worst behind us? 

The initial jobless claims that were released in the US a few 

days ago may give us a taster of what is to come. The impact 

of the «hire and fire» recruitment policy in the US only really 

hits home when the increase in weekly jobless numbers of 

6.65 million is compared with the situation during the 

2007/08 financial crisis. 

US initial jobless claims in thousands 

 

Sources: Bloomberg, swisspartners 

At the same time, it is worth noting that leading indicators in 

other places have held their ground or are already beginning 

to improve. This is most clearly illustrated by the purchasing 

managers’ index for the service sector in China. Index 

readings are largely moving between 40 and 60, with a level 

of more than 50 indicating a positive economic trend going 

forward. The index plunged to a historic low of 29.6 in 

February as a result of the pandemic, before rapidly climbing 

back up to 52.3 according to the March data, which implies 

that the situation is stabilising. Signals in the opposite 

direction elsewhere are largely attributable to the delayed 

spread of the infection to other continents. However, they 

are also symbolic of the uncertainty that remains in assessing 

the current and future economic situation, as reflected by 

other fundamental data.  

So why are the equity markets heading upwards despite the 

prevailing uncertainty and escalating pandemic? The 

economic stimulus packages that have been announced and 

are already being implemented in various countries in 

tandem with massive support measures from the respective 

central banks are probably largely responsible for this trend. 

In this case too, it is important to put the corresponding 

figures into perspective: Reuters calculates that the monetary 

policy measures of the five main central banks are worth a 

total of some USD 5.7 trillion. This equates to around 10% of 

the respective countries’ annual economic output. By way of 



 

  PORTFOLIO UPDATE  
  AP RI L  2020 

swisspartners   
ims@swisspartners.com  I  swisspartners.com  Page 4/4 

comparison, the stimulus provided during the financial crisis 

amounted to just 6% of GDP. At the same time, the central 

banks have promised that they have some way to go before 

they reach the limits of their policy tools and have indicated 

that existing barriers to purchasing more government and 

corporate debt can easily be circumvented. Heads of 

government have mentioned similar breathtaking amounts 

when talking about their efforts to combat the economic 

slump. Reuters estimates that the measures announced to 

date by the G10 nations will amount to some USD 3 trillion. 

The clear and consistent message from world leaders that 

they will do whatever it takes is providing investors with a 

much-needed sense of security in this uncertain 

environment.  

Another reason behind this sentiment is the declining rate of 

infection for COVID-19 in large parts of Europe. While this 

may not be very noticeable based on the infection data in 

absolute terms, the time it takes for the number of infected 

people to double shows that there are actually signs of a 

palpable slowdown in Italy, Spain, France and Germany. 

Assuming the situation returns to normal before long, there 

is still hope that the economic fallout will be temporary at 

most and that any subsequent damage can be avoided. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

However, the question we posed above ultimately remains 

unanswered. While we broadly take the view that the 

financial markets have already largely priced in the 

consequences of the crisis, at this point in time we do not 

have complete faith in the current recovery rally, especially 

as too many uncertainties and risks are still at play. The 

significantly higher financing costs for companies, especially 

those with limited financial reserves and near-term funding 

requirements, could rapidly mutate into a new crisis. While 

the aforementioned measures should provide relief here too, 

now is not the time for a substantial overweighting of our 

risky assets. Thanks to the portfolio shifts that we have made, 

we feel well positioned to tolerate risk while allowing scope 

to participate in further price rallies at the same time. We will 

continue to monitor the latest developments. 
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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 findings 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. 

 


