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Freitag, 13.03.2020 

Der grösste Tagesverlust seit 33 Jahren 

It’s (only) half time! 

After having reviewed our investor’s results, we managed this 

first half of the year relatively well. Why? We focused already 

two years ago on the now winning sectors and industries. On top 

our risk management worked swiftly and could avoid heavy 

shortfalls.  

Having a look at the capital markets, it has been a historic half-

year, which included the most rapid stock market crash in history 

as well as a record-breaking rallying of the stock markets. Look-

ing at the S&P 500, it is the highest quarterly increase in the last 

20 years! It almost seems there was no crisis. The Nasdaq is al-

ready posting a new all-time high and other broad indices like 

S&P or DAX are tending only slightly below their highest levels. 

S&P 500; Alteration Compared to Previous Quarter in Percent. 

 

Source: The Economist; Datastream 
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In many of the western countries various “lock down actions” have been reduced. Traffic on shopping streets 

and to popular destinations is increasing to a degree that resembles pre-pandemic times, but nobody knows 

how long this will last.  

Simultaneously, some of the economic indicators seem to have left their lows behind, including the global Pur-
chasing Manager Index (PMI): 

 
 
 
 
 

Possibly, we are lulled into a false sense of security. Rescue packages worth billions sent out by governments as 

well as monetary stimuli given by the central banks are sticking together all the cracks in the foundation. 

However, we do have to consider: It has only been the first six months of the year and many problems still seem 

to be unsolved. 

Economy 
The longest economic upswing of the recent history has ended abruptly in the first quarter of the year. This time 

however, there were no excesses of the finance industry responsible for it, as in 2000 or 2007. The actions taken 

by governments in order to control the spread of the Corona Virus have prompted an emergency stop for almost 

the entire economy, a process that we have never experienced before. Besides the producing industry, com-

merce, gastronomy and hospitality as well as the whole tourism industry have been suffering severely, making 

the crisis noticeably for almost every household.  

 

Source: Finanz und Wirtschaft, 6.30.20 
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Around the world, rescue packages, cash flow injections and fiscal stimuli have been introduced in order to 

alleviate possible consequences of an economic crash.  

All measures taken together make up of about 20% of the global GDP (based on the global GDP 2019). This 

means governments and central banks have become the key players of the economy. On a short-term view, this 

entails an enormous rise of the economy in the next few months and therefore, positive economic data can be 

expected for the next quarters.  

IWF Expects Well-Working Recovery of the Global Economy in 2021.  

 

Source: International Monetary Fund (IWF) 

However, it is still unclear what consequences these fiscal interventions will have on economic and social struc-

tures on a long-term basis. Will an actual structural change (e.g. in the car industry) succeed or are non-eco-

nomic companies and industries being kept alive artificially? Right now, there is the chance for making the right 

structural decisions. Should this happen, a new long-running upswing could actually be initiated. Hereby, there 

are many fields of activity need to captured: energy supply, mobility, urban development and digital infrastruc-

ture are only a few of them which we want to highlight. 
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Fiscal and Central Bank Policies 
In our April 2020 Strategy Update, we reported about six Billion USD, which governments and central banks tied 

up as rescue packages. This number has increased to approximately 18 Billion USD within three months. As 

mentioned before, this makes up a total of about 20% of the global economic performance. Although this money 

is not being converted into economic growth on a 1:1 scale, an exceptionally high rate of economic growth is to 

be expected in 2021. The massive intervention of fiscal and central bank policies is a historically unequaled 

event, it almost appears as an experiment without blueprint. It is possible that the teachings of the 1929-1932 

global economic crisis motivated decision-makers in this present crisis. Then, central banks and fiscal policies 

reacted to the first indicators of the economic crisis with an isolationist and restrictive monetary policy. This 

action is today being considered as the cause for the following “great recession”. The people’s and companys‘ 

trust towards the economy got lost, mass unemployment, bankruptcy, hyper-inflation and state crises came 

after. The example of the 1929-1932 global economic crisis emphasizes the balancing act decision makers today 

are trying to overcome. However, as described before, the opportunity for a new setting of the course for soci-

etal and economic change has to be considered as well.  

 

Change of the Regime 
While possible consequences for the economy are still being discussed, the stock market seems to have over-

come the crash largely. The price structures for the expectedly positive data in 2021 are already being deter-

mined. However, many capital market participants cannot believe this, as business valuations (stocks) seem to 

have nothing to do with reality. In fact, assessment ratios are showing stock levels which lead to the conclusion 

that stock markets are overrated. With an average price-earnings ratio of >21, the swiss stock market (SMI) 

boasts a level which lays far above the long-term mean of approximately 15.  

Stock prices appear to be decoupling from the business cycle due to cheap money. Future industries are valued 

with massive premiums, old industries with significant discounts (Energy: KGV 19.6; Technology: KGV 33.8) 

 

Source: finviz.com 

Is the economic cycle no longer the relevant indicator for capital markets? Among experts, the assumption exists 

that the dominance of the economic cycle has been replaced by the monetary cycle. Central bank policy has 

taken the lead. This also fits the previously described scenario and makes explanations for current developments 



 

5 
 

 

within capital markets easier. We live in the monetary cycle’s regime. This means we have to adjust our decision-

making patterns accordingly.  

Balance Sheet Changes of the Central Banks 

 

Source: Baloise Asset Management per 24.4.20 

What now? 
Before discussing the present positioning goals, the two currently essential risk factors should be addressed. 

Depending on their performance, these can influence asset allocation significantly.  

The Corona pandemic is not over yet. Even though many industrialized countries are loosening the stringent 

pandemic containment requirements, the virus continues to spread throughout the world. In Central and South 

America as well as in the southern states of the US, it seems to make its way through the population unre-

strained. As no effective vaccines or medications have been found so far, the risk of several waves of the pan-

demic increases. Economic and social consequences of such new waves are unclear.  

Growing populism and consequently, a deep division in society represents a second risk. Worldwide, populist 

forces are gaining support, however, the focus this year, is on the USA. President Trump will run for a second 

term of office at the presidential elections in November. His electoral campaign and press appearances offer a 

foretaste for his possible second term. It must be assumed that society will continue to split and that he will 

continue to push ahead with his “American First” policy. Consequently, populism and protectionism can become 

a huge danger for wealth and economic growth. This would be yet another parallel to the crisis of the 1930s.  
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Asset Allocation – “stay tuned” 
The monetary cycle should boost capital markets further. However, we take both risk scenarios described above 

in consideration in our current positioning.  

This leads us to gauge our equity exposure close to a neutral position or just below neutral. The selection of 

bonds needs close attention to their quality. Emerging market as well as high-yield bonds play only a marginal 

role within our asset allocation right now. 

Once again, Gold is a safe haven and a crisis currency, thus a core position in most of our portfolios. Liquidity 

has shown this time to be a useful asset as it ensures the ability to act at all times.   

Put together in one sentence: We are heading into the second half-year optimistically. However, we will keep 

our eyes on risks and we are prepared to adjust our asset allocation anytime.  

 

We thank you for your trust and are delighted to keep on providing you with advice and assistance concerning 

your investments.  

We are happy to interact also via telephone or video conference. 

 

Sincerely yours, 

Belvoir Capital AG 

 

 

 

 

 

Belvoir Capital AG 
Beethovenstrasse 9, 8002 Zurich 
Phone  +41-(0) 44 206 30 40 
Fax:  +41-(0) 44 206 30 49 
Email:  info@belvoircapital.com  
Web:   www.belvoircapital.com 

 

Disclaimer: 

This publication is for your information only and does not constitute an offer, quotation or invita-

tion to make an offer and/or to buy or sell investment products. The information and opinions 

contained in this publication are derived from reliable sources. Nevertheless, BELVOIR CAPITAL AG 

disclaims any contractual or tacit liability for incorrect or incomplete information. All information 

and opinions are subject to change at any time without prior notice.  

 


