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Paradigm Shift 
 

September 19, 2022, Peter von Elten 

Over the past decades, we have experienced a unique constellation of factors that have all com-

bined to boost markets. 

• Globalization has promoted greater price stability, alongside greater technological ad-

vancement and international exchange. The relocation of manufacturing processes to 

countries with low wages and an oversupply of labor has further created competitive 

advantages. Many nations have benefited from this global division of labor and trade, 

as their development has largely remained unhindered by geopolitical restrictions. 

• The combination of vast economies of scale and a globally functioning market for raw 

materials has resulted in supply chains that are more cost-effective and highly effi-

cient. 

• Extreme expansionary monetary and fiscal policies have driven forces that have fos-

tered growth. The main method of choice for boosting economies has been money 

and credit creation on an unprecedented scale, involving lavish liquidity and a zero-

interest rate lending policies. 

• In democratic countries, firms have been able to prosper within the principles of the 

market-economy. 

However, we are currently noting a reversal of many of the above-mentioned factors. 

• Progressive de-globalization was already apparent before and during the COVID-19 

pandemic. The war in Ukraine has greatly intensified this trend, and is a significant 

factor in the world splitting into two blocs. Economic purchasing power is being chan-

neled into large-scale military expansion on both sides.  

• Firms have to adjust their highly-efficient international supply chains and trading pro-

cesses in order to meet national and geopolitical interests, as well ensuring that sup-

plies remain secure.  
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• As expected, the excessive monetary and fiscal policies of the last few decades have 

proven to be dangerous aberrations, leading to a return of rising inflation, which in-

evitably leads to rising interest rates. To cope with this development, valuation ex-

cesses for bonds and shares have already been scaled back. However, for other tan-

gible assets, such as real estate, the correction of rising interest rates is still pending. 

As interest rates begin to normalize, sharp rises in government debt have proven al-

most untenable for certain countries. In such nations, central banks are limited in their 

ability to fight inflation. Many zombie firms will simply not survive the higher interest 

rates and constrained cash flows.  

• The collateral damage caused by the above-mentioned monetary and credit policy 

has manifested itself in huge material asset inflation, a tidal wave of speculation in 

the financial sector, as well as in a steady devaluation of monetary assets. These im-

pacts were only acceptable as long as consumer price inflation remained low.  

• During the pandemic, and especially following the outbreak of war in Ukraine, state 

dirigisme has grown and pushed back market efficiency. The influence of the state on 

the economy will only intensify, given the host of relief programs in the wake of the 

war, as well as measures relating to climate change.  

A period of global cooling has already set in, which will most likely lead to a recession – at least in 

Europe. This cannot be explained by or compared with the normal pattern of periodic recession 

cycles. This time, the cooling period has been triggered by two shock waves – COVID-19 and the 

war – which caught the world unawares and have resulted in severe upheavals. The cycle is com-

plicated by the fact that the long ongoing excesses in monetary, fiscal and environmental policies 

will take correspondingly long to correct. The war presents a severe turning point, not least be-

cause it has thrown global cooperation into turmoil at a time when it is urgently needed to tackle 

climate change and global food security. On the other hand, this turning point strengthens ambi-

tions to secure the lead in determining the world’s future developments, whether in the realm of 

automation and digitization of everyday life, e-mobility, autonomous driving, or for innovative 

technologies regarding the transformation of global agriculture and water management. The 

semiconductor industry is a prime example of this competition for technological supremacy, with 

the world’s leading nations currently vying for dominance. 

Peter von Elten 
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Mr. von Elten has decades of experience in the banking 

industry. Since 2008 he has been a member of the ad-

visory board of BSZ AG, which took over IFP AG in 2014 

and thus became Belvoir Capital AG. He enjoyed an in-

ternational career at JP Morgan for close to 30 years. He 

returned to Switzerland as General Manager of Schroder 

& Co Bank AG from 1995 to 2003. Further-more, Mr. von 

Elten's passion is art; he is a co-founder of the gallery 
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