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Financial markets 2021 total return 

 

MONTHLY REVIEW 

August was a statistically slow month for the equity markets. 

While trade volumes tend to be lower due to holiday 

absences, market fluctuations can quickly become more 

pronounced than usual. But not this year. While 

communications and financial names largely pushed the US 

equity indices sharply upwards, tech stocks posted the 

strongest gains in Europe. 

Investors’ appetite for risk was fuelled by persistently low 

interest rates and bountiful corporate earnings. Nonetheless, 

there was still some volatility over the course of the month. 

The rise in Covid hospitalisations in Europe, the US and, most 

noticeably, Israel – which has been the lodestar in terms of 

its vaccination campaign – sent investors flocking to safe 

havens in the middle of the month. At the same time, the 

Chinese government embarked on a stringent regulatory 

crackdown as part of its current five-year plan, sending its 

equity markets deeper into the doldrums. As tensions rose, 

some investors on the European and US equity markets also 

felt compelled to minimise risk in their portfolios.  

In the second half of the month, the focus then shifted to the 

central bank symposium in Jackson Hole, Wyoming, which 

took place online this year. Although the prevailing opinion 

among market players was that the Fed would adhere to the 

monetary policy path it has already signalled, there was 

palpable relief amongst investors when the event ended 

without any surprises. The resultant fresh surge in risk 

appetite continued until the end of August and generally led 

to positive month-end returns on equity positions.  A look at 

prices on the bond market reveals that bonds with solid 

credit ratings were the target of moderate profit-taking due 

to the slight uptick in yield levels. 

MANDATE RETURNS GROSS 

  

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% 7.5% 8.7% 12.4%

2013 1.5% 6.5% 13.5% 1.9% 8.3% 16.7% 2.9% 9.4% 18.5%

2014 6.1% 8.0% 10.2% 4.9% 6.5% 9.2% 1.6% 2.2% 3.1% 0.0% 0.0% 0.0%

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

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%

2020 3.2% 5.3% 8.6% 2.6% 5.5% 9.0% 6.7% 9.7% 13.6% 4.6% 6.5% 10.3%

Jan 21 0.2% 0.3% 0.8% 0.2% 0.2% 0.8% 0.0% 0.1% 0.5% 0.0% 0.0% 0.3%

Feb 21 0.3% 1.3% 2.1% 0.7% 1.8% 2.6% 0.3% 1.3% 2.1% -0.1% 0.6% 1.4%

Mar 21 0.9% 2.1% 2.8% 1.1% 2.4% 3.1% 0.2% 1.1% 1.6% 0.4% 1.5% 2.2%

Apr 21 1.4% 2.2% 3.0% 1.2% 2.0% 2.7% 2.0% 3.1% 4.0% 1.9% 2.9% 3.9%

May 21 0.5% 0.6% 0.6% 0.5% 0.6% 0.6% 0.9% 1.2% 1.2% 0.3% 0.3% 0.2%

Jun 21 0.8% 1.4% 2.1% 0.7% 1.3% 2.0% 0.1% 0.4% 0.9% 0.7% 1.3% 2.0%

Jul  21 0.3% 0.0% 0.2% -0.2% -0.7% -0.6% 0.4% 0.0% 0.2% 0.2% -0.2% 0.0%

Aug 21 0.6% 1.4% 1.8% 0.8% 1.5% 2.0% 0.6% 1.2% 1.7% 0.8% 1.6% 2.0%

2021 5.1% 9.5% 14.1% 5.0% 9.3% 13.9% 4.6% 8.7% 12.9% 4.3% 8.1% 12.6%

Swiss Franc British PoundUS DollarEuro

Actual portfolio returns may differ from the values shown above owing to the level of implementation, costs and restrictions on implementation. 

Sources: swisspartners, Bloomberg 

Eq u it ies Au gu st 2 0 2 1

S&P 500 (US) 3 . 0 % 2 1 . 6 %

Dow Jones Industrial Average (US) 1 . 5 % 1 7 . 0 %

EURO STOXX 600 (EU) 2 . 2 % 2 0 . 1 %

DAX (DE) 1 . 9 % 1 5 . 4 %

SMI (CH) 2 . 4 % 1 9 . 1 %

MSCI Emerging Markets (EM) in USD 2 . 6 % 2 . 9 %

Fix ed  I n c o m e Au gu st 2 0 2 1

US Corporate Bonds Inv. Grade -0 . 3 % -0 . 2 %

US Corporate Bonds High Yield 0 . 5 % 4 . 5 %

Pan- European Corporate Bonds Inv. Grade -0 . 5 % 0 . 7 %

Pan- European Corporate Bonds High Yield 0 . 3 % 4 . 3 %

Alt ern at ive I n vest m en t s Au gu st 2 0 2 1

Gold 0 . 0 % -4 . 2 %

Oil (brent) -5 . 5 % 3 9 . 2 %
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TRANSACTIONS IN AUGUST 

For a detailed overview of the transactions for each strategy, please do not hesitate to contact us. 

POSITIONIERUNG 

Liquidity (neutral) 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. Conservative 3.5% 

Balanced 5.0% 

Dynamic 4.0% 

Bonds (underweight) In light of increasing debt levels in the public and private sectors, we favour bond issuers with solid balance sheets, a healthy business model 
and correspondingly good credit ratings. At the same time, however, the only way of achieving a positive yield to maturity is to take positions 
outside of the AAA/AA rating segment. Within the asset class, we utilise various bond types and market segments to maintain a cautious 
approach, including in the lower rating categories. As scope for further rate cuts is limited, we are keeping the duration (interest rate risk) low 
in the portfolio, which affords greater protection against sudden rises in interest rates. Given the recent rise in bond yields, opting for a low 
duration has worked out well. The current level now offers potential leeway to generate better returns on the fixed income front. We have 
used the current, higher level to slightly reduce the underweight in terms of duration. 

Conservative 48.0% 

Balanced 25.0% 

Dynamic 6.0% 

Equities (overweight) The Covid-19 pandemic maintains a firm grip on the global economy and the stock markets. While vaccines are being administered 
throughout the world and the level of vaccination coverage is constantly rising, new variants of the virus pose a risk to the economic 
recovery. Investors are currently focusing mainly on Asian countries, where the easing of tensions and thus the return to normality has 
stalled, and on rising hospitalization rates in the West. Nonetheless, the prevailing mood remains upbeat as the latest scientific guidance 
shows that mRNA vaccines provide adequate protection against the virus. Other reasons for maintaining an overweight position in equities 
include ultra-loose monetary policy, the vast fiscal policy support programmes implemented by governments, the dearth of alternative 
investment options on the financial markets and better-than-forecast company results so far. If these supports are removed, the situation will 
have to be reassessed. In particular, it is worth keeping a close eye on the upcoming reporting season. 

Conservative 27.5% 

Balanced 51.5% 

Dynamic 76.0% 

Alt. investments (overweight) A broadly diversified portfolio of gold, cat bond funds, market-neutral equity and credit strategies, global macro, commodities and option-
based arbitrage/volatility hedging 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. 

Conservative 21.0% 

Balanced 18.5% 

Dynamic 14.0% 

OUTLOOK 

Tapering is not the same as a rate hike

Tapering: become reduced, weaken. In monetary policy, a 

term for winding down expansionary policy measures. 
Source: Gabler Banklexikon 

Once again, everyone in the world of finance was eagerly 

watching developments at the US central bank symposium in 

Jackson Hole. As pivotal monetary policy changes have been 

announced at the highly-regarded press conference in 

Wyoming in the past, investors were also hoping for an 

indication of the Fed's future strategy at this year's event. 

Jerome Powell, who is due to step down as Fed chair next 

year, delivered an exemplary performance as expected, 

weighing up economic progress since the outbreak of Covid-

19 against the challenges on the labour market, while 

ultimately keeping his strategically well-considered remarks 

rather vague. This means he has enough leeway to act if 

necessary, as the question of a reduction in bond purchases 

will depend on the economic trend in the days and weeks to 

come. The renewed rise in Covid-induced hospitalisations is 

likely to have played a significant role in this regard. 

This year’s non-event at Jackson Hole was also well received 

on the equity markets, especially as the supply of liquidity by 

the Fed is going to be maintained for the time being. The 

markets were especially pleased Jerome Powell used his 

speech to reiterate that tapering the central bank’s asset 

purchases would not directly lead to key rate hikes. This all 

suggests that interest rates will remain at their current low 

level for some time yet. As a result, we do not anticipate a 

near-term end to the equity market rally.  

Nevertheless, life in the real world can prove to be 

considerably more complex, as the then Fed chair Ben 

Bernanke discovered in 2013 when his tapering 

announcement promptly sent shivers through the world of 

finance. That said, it seems likely that the US monetary 

guardians will have learned from past mistakes. Firstly, the 

Fed is doing its utmost to prepare market participants for a 

reduction in its bond-buying. That this has been successful is 

thanks in no small part to the efforts of numerous high-

ranking officials at the US central bank. They have repeatedly 
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seized any available opportunity to stress that the FOMC 

could start tapering asset purchases before the year is out. 

Secondly, thanks to a mechanism introduced in June (the 

standing repo facility), the provision of liquidity by the Fed 

looks set to be safeguarded, in turn ensuring the smooth 

functioning of the markets. Specifically, this means that the 

US central bank will retain the upper hand over short-term 

interest rates and do everything in its power to remove any 

risk to market stability in stress situations, having learnt 

lessons in 2019. This facility would be deployed if major Wall 

Street or foreign banks were to demand higher rates on loans 

they advance due, among other reasons, merely to 

expectations of a near-term key rate hike. This response, 

while not unusual at times of market stress, would constitute 

a highly unwelcome scenario for the financial markets.  

In a case such as this, the Fed would intervene independently 

as a creditor (at the key rate), thus preventing the interest 

rate level overshooting the key rate set by the central bank. 

The chart below illustrates this scenario. Events such as those 

of September 2019, when the interest rate at which banks 

lent to each other rapidly soared to in excess of 9% – even 

though the fed funds rate stood at 2.25% at the time – 

should now be consigned to history. 

US key rate versus overnight repo rate (interbank interest rate) 

As things stand it therefore looks likely that the transition 

from ultra-loose monetary policy to a more hawkish policy 

stance can be achieved without sparking major market 

turmoil. It is precisely this confidence that is sending stock 

markets to fresh all-time highs. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Editorial deadline: 3pm CET, 3 September 2021 

 

 

Source: Bloomberg 

The information published by swisspartners companies (referred to hereafter as “swisspartners”) is provided exclusively for information purposes and is neither a recommendation 

nor an offer or solicitation to purchase or sell investment instruments, to carry out transactions or to conclude any legal transaction whatsoever. The future performance of 

investments cannot be extrapolated from the mandate returns shown; accordingly, the value of the investment may increase or decrease. swisspartners cannot guarantee to 

preserve or to increase the value of the capital invested as a consequence of fluctuations in prices. swisspartners does not offer any guarantee or assume any liability for the 

information provided being accurate, complete or up-to-date. The information provided 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 information. 

This publication was produced by: 
  
Investment Management & Solutions (CH) 


