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Quarterly Investment Letter – Q3 2021 
A 

The best is behind us unless… 

… the new capex cycle lasts and acts as a cata-
lyst for global capital markets. While uncertainties 
persist, the global economy is bouncing back 
stronger than expected and the IMF expects global 
GDP to grow by 6% in 2021 (fastest since 1970s) 
and 4.5% in 2022. Governments and central banks 
around the world remain committed to generous 
fiscal stimulus measures and keeping the cost of 
capital at historic lows. This combination has initi-
ated a new investment cycle (besides M&A) as 
companies have the cash to add new capacity 
(chart 1). In the end, investment in new products, 
technologies and business practices is, after all, the 
foundation for higher company earnings. A US in-
vestment bank reckons that global investment will 
soar to 121% of pre-recession levels, while Oxford 
Economics, a consultancy, argues that “the time 
looks right for a boom in capex”. True, the bull mar-
ket in global equities is entering a riskier spot and 
its frequency and intensity of drawdowns is likely 
to rise. Nevertheless, risky assets may enjoy an-
other three to six months of positive momentum. 

Chart 1: US firms have the cash to invest 

 

Source: Bloomberg Finance L.P., Alpinum Investment Management 
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Market consensus expects US GDP growth to rise 
+6.6% in 2021 and +4.1% in 2022. While the pos-
itive news flow and US growth is slowing from ex- 
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Summary Points 
 

 Governments and central banks remain committed 
to generous stimulus measures. This in combina-
tion with consumer pent-up demand and a strong 
wave of capital expenditures form a robust back-
drop for the global economy.  
 

 GDP growth in the US is particularly strong and the 
service sector recovery is now driving the rebound 
and labor market recovery. The US Fed’s ultimate 
goal is to reach “maximum employment” before 
any interest rate hikes are envisaged.  
 

 European GDP growth is lagging the US by around 
six months. The overall environment is character-
ized by economic reopening with uncertainties to 
the summer holiday season in Southern Europe. 
The ECB continues to dictate the yield curve.  
 

 China’s economic data have been moderating lately 
and a soft outlook remains the base case, despite 
strong absolute growth numbers. On July 1, China’s 
Communist Party will celebrate its 100th anniver-
sary under the slogan “follow the Party forever”.  
 

 Conclusion: We expect equities to outperform 
bonds over the next three to six months. That said, 
the equity market has likely run ahead of itself and 
to keep the rally alive, valuations need to be con-
firmed by the upcoming Q2 earnings season and/or 
driven by the current emerging capital expenditure 
cycle. The next market phase or “new normal” will 
be determined by slightly higher inflation, moder-
ate rate hikes and tempered GDP growth numbers. 
Looking beyond 2022, the economy might enter 
into a stagnation or even stagflation phase. With so 
many inflection points, capital markets are about to 
enter a riskier and more volatile spot.  
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ceptionally strong levels, the Eurozone is still ac-
celerating. Although the US equity market is ex-
pensive, this is supportive for the S&P 500 index as 
43% of its revenues is derived from abroad. In the 
near term, valuations can easily overshoot, as 
financial repression (negative real rates) continues 
and sentiment is overly positive. People are in the 
mood to spend thanks to the fiscal stimulus that 
has led real disposable income to be 27% higher 
than it was in February 2020.  

Chart 2: The US service sector is driving the economic rebound 

 

Source: Bloomberg Finance L.P., Alpinum Investment Management 

The US Services ISM (chart 2) increased to a fresh 
all-time high of 64 and indicates that the service 
sector recovery is now driving the rebound. The ac-
celeration in service activity will in turn support the 
labour market recovery, which is the key figure 
for the US Fed’s interest rate policy (besides their 
minimum 2% inflation target). The Fed’s “maxi-
mum employment” goal, which is around 3.5%, will 
ultimately determine the timing of interest rate 
hikes. For now, the bond market has priced in the 
first rate hikes for early 2023. To achieve the Fed’s 
“maximum employment” goal by the end of 2022, 
the average monthly nonfarm payroll numbers 
(new hires) must be around 420’000. An indicator 
we watch closely. Although inflation has increased 
(also thanks to year-over-year base effects), it is 
still very much under control. That said, signs of 
a wage-price spiral would change the whole equa-
tion and force the Fed to shift to a less dovish policy 
stance sooner than expected. This besides a disap-
pointing Q2 earnings season are the biggest immi-
nent threats to equity valuation multiples to con-
tract and equity markets to correct meaningfully.  

Europe 

Economic growth in the Eurozone is expected to 
peak with a six months lag to the US. For 2021 
market consensus expects Eurozone GDP growth to 

reach +4.5% and +4.2% in 2022. The large growth 
difference to the US in 2021 is already well re-
flected in stock market prices (chart 3) and Europe 
has the potential to outperform the US should rate 
hikes become more concrete and a drag on the US 
IT sector. In Germany, federal elections will be 
held on September 26 and determine the succes-
sor to Chancellor Angela Merkel of the ruling Chris-
tian Democratic Union (CDU). To raise the chances 
to oversee the government for another term, the 
CDU has already shifted to pro-environmental and 
fiscally proactive policies. This is important as the 
election promises will likely be positive for German 
and European equities in general. Further support 
comes from the German ZEW Economic Senti-
ment indicator, which stands at 79.8 after reaching 
a 21-year high in May. Although Covid-19 mea-
sures have been extended in several European 
countries, the overall environment is characterized 
by economic reopening and pent-up demand, while 
the global manufacturing sector is still well under-
pinned. The fly in the ointment could be Southern 
Europe as the summer holiday season may be well 
below pre-Covid levels and dampen the recovery. 

Chart 3: Performance MSCI USA versus MSCI Europe since 2015 

 

Source: Bloomberg Finance L.P., Alpinum Investment Management 

In 2020, the European Central Bank (ECB) bought 
95% of new bonds issued by Euro member 
states through the so-called PEPP program. The 
program is set to last until March 2022 and inves-
tors can expect the ECB to implicitly manage the 
yield curve. Inflationary pressures are still way 
too weak for the ECB to begin even hinting at any 
form of monetary tightening. Although headline in-
flation crossed the ECB’s 2% target in May, core 
inflation is still at a low 1% and 5-year inflation 
expectations are at 1.6%. This is still well below 
the ECB’s target. Market expectations for the first 
rate hike are not before mid/end of 2023. The ECB 
will probably be the ultimate laggard in the global 
monetary policy normalization process. 
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China and emerging markets (EM) 

Economic numbers have been moderating 
lately but China’s underlying strength is still intact. 
For 2021, market consensus expects GDP to grow 
+8.5% and +5.5% in 2022. The lower than ex-
pected economic data is the result of a relatively 
sharp pullback in total social financing (essentially 
government supported credit growth). That said, 
policymakers’ pullback was intentional, as capac-
ity utilization runs at 77.2% versus 75.9% two 
years ago (most relevant pre-Covid 19 compari-
son). In addition, companies’ capital spending 
(capex) has increased as the financial case for in-
vesting in new capacity is strong because of high 
global pent-up demand and low borrowing costs. 
This is also reflected in producer price inflation 
(chart 4), which increased to 9% on the back of 
tight supply and higher commodity prices. The 
quarterly reports of China’s 4170 listed non-finan-
cial firms show an upswing in capex of an annu-
alised 12.9% in Q1 2021 compared to 7.9% two 
years ago. Unless housing construction and/or ex-
ports weaken considerably, the level of capex is 
well underpinned. One of the major challenges 
for Chinese policy makers remains to spur domestic 
consumption as retail sales and household spend-
ing remain largely below their pre-pandemic levels. 
On July 1, China’s Communist Party will celebrate 
its 100th anniversary under the slogan “follow 
the Party forever”. The celebrations will give Xi 
Jinping a forum to present himself as the leader in 
China’s transformation to a global power. On the 
other side of the Atlantic, US President Biden con-
tinues to rebuild alliances to curb Beijing’s influ-
ence. Chinese and EM equities have been under-
performing Western stock markets year-to-date 
and have largely discounted downside risks. This 
may change in the second half of 2021 as global 
capital flows follow profitability and attractive val-
uations.  

Chart 4: China producer versus consumer price inflation 

 
 

Source: Bloomberg Finance L.P., Alpinum Investment Management 

Investment conclusions 

High expectations of economic re-openings and 
pent-up consumer demand have driven risk asset 
prices and valuations to lofty levels. While the 
real economy is about to play catch-up with the eq-
uity market (chart 5 – green dot), the equity mar-
ket has likely run ahead of itself (chart 5 – red dot). 
To justify elevated valuation levels, the upcoming 
Q2 earnings season should not disappoint and/or 
a new catalyst is needed to keep the stock mar-
ket rally alive. Such a catalyst could come in the 
form of a new cycle in capital expenditure as many 
companies’ balance sheets are “cash rich” and fi-
nancing conditions remain very favourable. For the 
next phase or “new normal”, equity markets will 
have to find a new balance factoring in higher in-
flation, interest rate hikes, stagnation or even stag-
flation. With so many inflection points, capital 
markets are about to enter a riskier and more vol-
atile spot. Despite the uncertainties, we expect 
equities to outperform bonds over the next 
three to six months.  

Chart 5: The “new normal” determined by inflation and growth 

 
 

Source: Bloomberg Finance L.P., Alpinum Investment Management 

Bonds: Western monetary stimulus continues to 
support credit-sensitive assets and keeps short-
term rates lower for longer. Market consensus does 
not expect US rate hikes to start before early 2023 
and, hence, financial repression will continue. In 
such an environment, we avoid long duration as-
sets and our focus remains on selective credit risk 
in European loans, US and Scandinavian short-
term high yield and structured credit. 

Equities: The combination of strong economic 
growth and accommodative monetary policy could 
easily cause valuations to overshoot in the near-
term. With the many inflection points and their dif-
ferent impacts on regions (US/Europe/emerging 
markets) and style (value/growth), we favour a 
well-balanced and diversified equity expo-
sure. Tactical opportunities have yet to open up. 
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Market Consensus Forecasts  
 

 
Performance table 
 

 
 
 Source: Bloomberg Finance L.P., Alpinum Investment Management 
 Note: Q2 = data as of June 30, 2021 / PE=price-earnings / PB=price-book / EPS=earnings per share / YtW=yield-to-worst

GDP growth (%) 2019 2020 2021e 2022e Inflation (%) 2019 2020 2021e 2022e
World 2.8 -3.3 6.0 4.5 World 3.5 3.2 3.3 3.0
United States 2.2 -3.5 6.6 4.1 United States 1.8 1.2 3.5 2.5
Eurozone 1.3 -6.5 4.5 4.2 Eurozone 1.2 0.3 1.9 1.4
Germany 0.6 -4.8 3.5 4.2 Germany 1.4 0.4 2.5 1.6
France 1.8 -7.9 5.7 4.0 France 1.3 0.5 1.5 1.3
Italy 0.3 -8.9 5.0 4.2 Italy 0.7 -0.2 1.3 1.0
United Kingdom 1.5 n.a. 6.7 5.4 United Kingdom 1.8 0.9 1.6 2.0
Switzerland 1.2 -2.7 3.5 2.8 Switzerland 0.4 -0.7 0.4 0.5
Japan 0.0 -4.7 2.5 2.5 Japan 0.5 0.0 0.1 0.5
Emerging economies n.a. n.a. 5.3 5.2 Emerging economies 3.9 3.1 3.4 3.6
Asia Ex-Japan 5.4 1.4 5.7 5.7 Asia Ex-Japan 2.6 2.6 1.6 2.6
Latin America 1.3 -6.1 5.7 2.8 Latin America 9.5 2.8 10.2 8.2
EMEA region 2.6 -2.9 4.2 3.5 EMEA region 6.0 5.2 7.2 5.6
China 6.0 2.3 8.5 5.5 China 2.9 2.5 1.5 2.3
India 6.5 4.0 -7.5 9.2 India 3.7 6.6 6.2 5.4
Brazil 1.4 -4.1 5.0 2.2 Brazil 3.7 3.2 6.0 4.0
Russia 2.0 -3.0 3.4 2.5 Russia 4.5 3.4 5.6 4.0

Central bank rates (%) 2019 2020 2021e 2022e Commodities 2019 2020 2021e 2022e
US Fed Funds 1.75 0.25 0.25 0.35 NYMEX WTI oil USD/barrel 54 48 68 67
ECB Main Refinancing 0.00 0.00 0.00 0.00 ICE Brent oil USD/barrel 59 51 70 70
China 1yr Best Lending 4.35 4.35 4.30 4.30 Iron Ore USD/metric ton 91 159 189 73
Bank of Japan Overnight -0.07 -0.03 0.00 0.00 Copper USD/metric ton 6174 7766 9350 9378
UK Base Rate 0.75 0.10 0.10 0.20 Gold USD/troy oz 1518 1899 1792 1794
Swiss 3mth CHF Libor -0.75 -0.75 -0.75 -0.75 Silver USD/troy oz 17.9 26.4 26.5 26.7

Major interest rates (%) 2019 2020 2021e 2022e Exchange rates 2019 2020 2021e 2022e
USA 3mth rate 1.9 0.2 0.3 0.4 EURUSD 1.12 1.22 1.21 1.22
USA 10yr Gov't Bonds 1.9 0.9 1.9 2.2 EURCHF 1.09 1.08 1.12 1.13
Eurozone 3mth rate -0.4 -0.5 -0.5 -0.4 USDCHF 0.97 0.89 0.92 0.92
Eurozone 10yr Gov't Bond -0.2 -0.6 0.0 0.2 EURJPY 122.20 126.16 132.00 131.00
China 3mth rate 3.0 2.8 2.8 2.8 EURGBP 0.85 0.89 0.86 0.85
China 10yr Gov't Bond 3.1 3.1 3.2 3.2 USDJPY 108.72 103.20 110.00 111.00
UK 3mth rate 0.8 0.0 0.1 0.2 GBPUSD 1.33 1.37 1.42 1.43
UK 10y Gov't Bond 0.8 0.2 1.0 1.3 USDCNY 6.96 6.53 6.40 6.25
Swiss 3mth rate -0.7 -0.8 -0.7 -0.8 USDBRL 4.02 5.19 5.10 5.30
Swiss 10y Gov't Bond -0.5 -0.6 -0.1 0.1 USDRUB 62.49 74.03 71.00 71.30

Global equity markets Price Q2 Ytd Q2 Div.yld Global gov't bonds Yield Q2 Ytd Q2 YtW
MSCI World (USD) 3017 7.6% 12.3% 1.8 10yr US Treasury 1.47 2.5% -3.2% n.a.
MSCI World (USD) hedged 1468 7.8% 14.4% n.a. 10yr Euro gov't bond -0.21 -0.4% -2.2% n.a.
HFRX Global Hedge Fund 1432 2.5% 3.9% n.a. 10yr German gov't bond -0.21 -0.3% -2.2% n.a.
S&P 500 4298 8.6% 15.2% 1.4 10yr Italian gov't bond 0.82 -0.5% -1.5% n.a.
Russell 1000 2421 8.7% 14.8% 1.3
Nasdaq 100 14555 12.9% 13.3% 0.7
Stoxx Europe 600 453 5.2% 13.1% 2.9
MSCI Emerging Markets 1375 4.2% 6.6% 2.5 Global bond indices Price Q2 Ytd Q2 YtW
Nikkei 225 28792 -2.2% 4.9% 1.7 Barclays Global Corporate IG 302 2.9% -1.7% 1.6
China CSI 300 5224 2.5% 2.2% 2.0 Barclays US Corporate IG 3516 3.7% -1.1% 2.0

Barclays Euro Corporate IG 265 0.4% -0.4% 0.3
Barclays Emerging Market USD 1280 3.1% -0.5% 3.8
Barclays US Corporate HY 2423 3.0% 3.6% 3.8

Equity market valuations PE PB 2021e 2022e Barclays Pan-European HY 435 1.5% 3.7% 3.0
MSCI World (USD) 20.7 3.1 80% 10%
MSCI World (USD) hedged n.a. n.a. n.a. n.a.
HFRX Global Hedge Fund n.a. n.a. n.a. n.a.
S&P 500 22.8 4.4 55% 12% Commodities and currencies Price Q2 Ytd Q2
Russell 1000 23.5 4.3 57% 12% Brent oil 75 17.1% 46.3%
Nasdaq 100 29.6 8.1 46% 13% US Energy Services 64 19.6% 44.3%
Stoxx Europe 600 17.6 2.1 200% 10% Copper 9364 6.6% 19.4%
MSCI Emerging Markets 14.4 1.9 61% 8% Gold 1770 5.0% -6.6%
Nikkei 225 19.1 1.9 71% 9% EURUSD 1.19 1.2% -3.6%
China CSI 300 15.6 2.1 17% 13% EURCHF 1.10 -0.7% 1.2%

Forward EPS growth

Performance

Performance Performance

Performance
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Key Charts 
 
 

 
Source: Bloomberg Finance L.P., Alpinum Investment Management  

Leading indicators and manufacturing Source: Bloomberg Finance L.P., Alpinum Investment Management

Recession indicator

Industrial production and small businesses

Consumer confidence

-15
-10
-5
0
5
10
15
20
25

-6
-4
-2
0
2
4
6
8

1989 1993 1997 2001 2005 2009 2013 2017 2021

IndexIndex

US recession
USA leading indicator 3.4 (av.2.7) l.h.s.
EU leading indicator 1.3 (av.1.8) l.h.s.
China leading indic. 29.8 (av.12.1) r.h.s.

-45
-35
-25
-15
-5
5

15
25
35
45

2003 2005 2007 2009 2011 2013 2015 2017 2019 2021

Index

US recession US economy 6mth ahead
EU economy 6mth ahead

-30
-25
-20
-15
-10
-5
0
5

10
15
20
25
30
35
40

1994 1997 2000 2003 2006 2009 2012 2015 2018

%

US industrial production 16.3% (av.1.5%)
EU industrial production 39.3% (av.1.3%)
China ind. prod. 8.8% (av.11.3%)

-80

-60

-40

-20

0

20

40

80

85

90

95

100

105

110

1985 1990 1995 2000 2005 2010 2015 2020

IndexIndex

US recession
US small business optimism (l.h.s.)
Tankan small businesses conditions  (r.h.s.)

-40

-30

-20

-10

0

10

50

60

70

80

90

100

110

120

1985 1990 1995 2000 2005 2010 2015 2020

IndexIndex

US recession
Michigan cons.confid.82.9 (av.87.5) l.h.s.
EU cons.confid.-5.1 (av.-10) r.h.s.

20

25

30

35

40

45

50

55

95

100

105

110

115

120

125

130

1993 1996 1999 2002 2005 2008 2011 2014 2017 2020

IndexIndex

US recession
China cons.confid.127 (av.110) l.h.s.
Japan cons.confid.34.2 (av.42.2) r.h.s.

-2

-1

0

1

2

3

4

5

1981 1986 1991 1996 2001 2006 2011 2016 2021

Index

US recession
Lead indicator (10yr UST minus Fed funds) 1.6% (av.1.5%)

25
29
33
37
41
45
49
53
57
61
65

Sep-18 Mar-19 Sep-19 Mar-20 Sep-20 Mar-21

Index

Caixin China composite PMI 53.8 (av.51.9)
Markit Euro comp.PMI 57.1 (av.49.7)
Markit US composite PMI 68.7 (av.53.3)



 

6 | Quarterly Investment Letter  Alpinum Investment Management AG 

 

Scenario Overview 6 months 
 
Base case 70%      Investment conclusions 
 
 US: U-shaped GDP recovery from -3% in 2020 to 

+6-7% in 2021. US is in the midst of a strong cy-
clical recovery. Vaccination efforts are paying off 
and shielding off from large new infection break-
outs. On top of unprecedented government and 
Fed support, we experience reviving personal con-
sumption and infrastructure spending and boost-
ing of business investments. 

 Eurozone GDP collapsed -7% in 2020 and recov-
ers +~4-5% in 2021. Lagging US recovery, but 
momentum is on the rise. Southern Europe is still 
in bad shape as the tourism season will not reach 
pre-Covid levels. However, huge fiscal stimulus 
(and solidarity payments from north to south) and 
unprecedented ECB-actions are a strong support. 

 China: Avoided recession in 2020 and heading for 
+8-9% growth in 2021. 

 Oil: Prices have rallied and keep upward bias with 
unfolding global economic recovery. 
 

 Equities: Experienced a V-shape recovery and 
trade on 2021/22 earnings expectations. Equi-
ties are vulnerable with P/E 2021 multiples >20. 
If vaccines lose their efficacy vs. new variants a 
market correction would be the consequence. 
Otherwise, on-going ultra-loose monetary policy 
provides continued support to equities. Cyclical 
stocks remain well bid. We recommend a bal-
anced approach in terms of equity “style”.  

 Interest rates: Negative stance on rates expo-
sure as upward pressure on yields remains. (US) 
Duration exposure serves only as a diversifier 
and tail hedge. Less effective at these levels. 

 Credit: Credit spreads are fairly priced and cor-
porate default rates are falling. We prefer Euro-
pean loans, Asian high yield (HY) & investment 
grade (IG) bonds and structured credit exposure. 

 Commodities/FX: Relative interest advantage 
favours USD and commodities keep upward bias. 
 

Bull case 15%      Investment conclusions 
 
 US: V-shaped recovery with GDP growth >+7%. 

Vaccination roll-out is a big success, social distanc-
ing measures are fully lifted and regional lock-
downs are avoided. Fiscal stimulus programmes, 
consumer pent-up demand and capex spending 
fuel an already “hot” economy. 

 Europe: Thanks to a strong recovery in 2021 and 
the immense fiscal (incl. recovery fund) and mon-
etary stimulus, peripheral countries find a halt. 

 China/EM: Strong cyclical recovery as export 
markets recover (EU/USA) and interest rates in 
developed markets remain low. This helps easing 
the pressure on local EM FX depreciation.  

 

 Equities: Having already priced in a V-shaped 
economic recovery, markets start to discount a 
“Keynesian Golden Age” economy, namely a 
goldilocks environment for equities and poten-
tially an exaggeration of equity multiples.  

 Interest rates: Rates remain low, but curve 
steepens. Avoid duration as inflation revives. 

 Credit: Corporate default rates have peaked. 
Credit in general and loans in particular benefit 
the most. 

 Commodities/FX: Support for commodity bloc 
and precious metals. EUR accelerates and selec-
tive emerging market FX rates recover. 

Bear case 15%      Investment conclusions 
 
 US: Recovery gets distracted to <+5% in 2021 as 

infections spike again due to new variants of the 
virus. Social distancing measures will be re-intro-
duced and new local/regional lockdowns are re-
quired. Unemployment rates soar again. 

 Europe: Peripheral countries recover very slowly 
and a renewed fallout of international tourism 
takes its toll. Investors lose faith and Italian long-
term yields rise. Germany’s recovery gets mean-
ingfully interrupted (EU confidence crisis 2.0). 

 China/EM: Domestic China remains intact, but 
softer growth numbers and deteriorating exports. 
Rest of EM does poorly as global trade remains at 
low levels and currencies depreciate.  

 

 Equities: Equities fall but avoid making new 
lows. Highly priced US equities will lead the cor-
rection, followed by Europe. 

 Interest rates: Rates will go lower, but limited 
potential outside of the USD. Support for high 
quality assets (US Treasuries, A and AA corpo-
rate bonds or agency bonds). Cash is king! 

 Credit: Corporate default rates will climb again, 
but thanks to unprecedented monetary and fiscal 
spending a collapse of the financial system is 
avoided. Favour short dated/high quality bonds. 

 Commodities/FX: Negative for the commodity 
bloc; USD, CHF & JPY act as a safe haven. 
 

Tail risks 
 Equity (Tech) bubble bursting, liquidity shock. 
 An Italian sovereign debt crisis, Euro break up.  
 US/China military conflict in the South China Sea. 

 Vaccines loses their efficacy/new virus variants. 
 Stagflation (reversion of disinflationary era). 
 Emerging market meltdown similar to 1998. 
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Asset Class Assessment 
 
Equities       Comment 
 
 We keep our positive bias on equities. Equities get 

support from the cyclical recovery while inflation is 
rising, but not (yet) a structural concern. In addi-
tion, equities get natural support due to a scarcity 
of investment alternatives. 

 Overall, we believe equity multiples can stay ele-
vated as we pay low attention to current distorted 
earnings reports. Our focus is on 2021/22 earnings 
and a multiple of 18-20 can be well justified. 

 We believe in the co-existence of “cyclicals” and 
structural innovation winners (i.e. big tech). Oper-
ating leverage will be a boost for cyclical sectors in 
2021 and beyond. 

 Non-US equities could finally outperform. This is 
especially true if the USD stops strengthening. We 
hold limited overweight positions in Asia/EM and 
to a small degree in selective European equities. 

 

 US equities incorporate advanced valuations 
compared to other regions. However, the econ-
omy is also more resilient with a 2021/22 per-
spective and also supported by “Big Tech” earn-
ings, which provide a robust floor. Hence, a val-
uation premium is justified. 

 With ultra-loose central banks, high equity mul-
tiples are justified, but the air is getting thin at 
levels >20. i.e. a U.S. P/E ratio of 22 results in 
an earnings yield of 4.5% and still compares well 
with a yield of 1.5% for 10 year government 
bonds. In Europe, this comparison leads to an 
earnings yield of 5.8% (P/E ratio of 17) com-
pared to negative government bond yields. 

 If the vaccine roll-out gains further momentum, 
so will the cyclical recovery and export-led stock 
markets; EM/Asia/EU will benefit the most. 
 

Credit/Fixed Income     Comment 
 
 Rates: The near-term outlook for interest rate du-

ration risk remains negative. On a structural basis, 
duration risk is unattractive, especially in Europe 
and we hold minimal exposure only. Instead, we 
consider duration exposure as a portfolio diversi-
fier, whereas we favour US Treasuries.  

 IG: We hold minimal US investment grade bonds 
and only selective European IG bonds. Asian IG 
bonds trade at much more attractive valuations.  

 High Yield: Loans and high yield bonds offer still 
relative and absolute attractive yields, whereof we 
prefer loans. Overall, we favour selective US short-
term bonds, European loans and EUR CLOs of all 
risk categories. 

 Emerging Debt: Emerging market bonds offer a 
relative value advantage, whereas we favour hard 
currency bonds as spreads are still relatively wide. 
We currently hold only very limited selective local 
currency bonds. 

 

 Markets are flooded with liquidity by central 
banks on a global basis and this will not change 
any time soon. On the contrary, with the FED’s 
introduction of the “Average Inflation Targeting” 
framework, the outlook for low rates got further 
confirmation, while inflation pressure will stay. 

 The ECB is committed to keeping rates low for 
longer to support the economic recovery.  

 With “lower for longer”, credit spreads remain 
supported on a broad basis. The general market 
remains benign for credit, although, selective 
credits and sectors face some headwinds. 

 We like the structured credit market such as US 
non-agency RMBS or European CLOs. 

 Consider harvesting the illiquidity premium from 
direct loans (corporate/mortgage backed loans). 

 We identify also attractive yield in “new” alterna-
tives, but selection and a proper liquidity man-
agement are paramount. 
 

Alternatives      Comment 
 

 Credit long-short strategies identify plenty of rela-
tive value trades, both long and short.  

 Equity long-short strategies benefit from higher 
volatility and increasing performance dispersion.  

 Alternative lending as an asset class is in the spot-
light in a “low for longer” rates environment.  

 
 The current crisis produces many losers and win-

ners, which is a great hunting ground for active 
managers. Moreover, the “innovative disruption” 
also leads to more price dispersion among single 
securities, industries, as well as asset classes.  

 Global macro managers benefit from sharp mar-
ket movements in either direction. 
 

Real Assets      Comment 
 
 Gold benefits when real interest rates fall and vice 

versa. Hence, it is a complex situation for gold in 
the short term, while rising inflation and a halt of 
the USD strength are supportive for gold.  

 The cyclical recovery is beneficial for commodity 
prices. Moreover, a weaker USD is beneficial for 
the whole commodity FX bloc. Gold suffers when 
(real) rates increase. 
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Asset Class Conviction Levels 
 

 
 
Note: The above conviction table reflects on the one hand our view of the relative expected return of an asset class versus well-recognized 
benchmarks such as BarCap Global aggregate (for bonds) and MSCI World (equities), but does on the other hand also partly incorporate our 
view of the absolute expected return versus “cash”.
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Disclaimer 

This document does not constitute an offer to anyone, or 
a solicitation by anyone, to make any investments in se-
curities. Such offer will only be made by means of a per-
sonal, confidential memorandum. This document is for 
the intended recipient only and may not be transmitted 
or distributed to third parties 

Past performance is not a guide to future performance 
and may not be repeated. You should remember that the 
value of investments can go down as well as up and is 
not guaranteed. The actual performance realized by any 
given investor depends on, amongst other things, the 
currency fluctuations, the investment strategy invested 
into and the classes of interests subscribed for the period 
during which such interests are held. Emerging markets 
refer to the markets in countries that possess one or 
more characteristics such as certain degrees of political 
instability, relative unpredictability in financial markets 
and economic growth patterns, a financial market that is 
still at the development stage, or a weak economy. Re-
spective investments may carry enhanced risks and 
should only be considered by sophisticated investors. 

Nothing contained in this document constitutes financial, 
legal, tax, investment or other advice, nor should any in-
vestment or any other decisions be made solely based on 
this document. Although all information and opinions ex-
pressed in this document were obtained from sources be-
lieved to be reliable and in good faith, no representation 
or warranty, express or implied, is made as to its accu-
racy or completeness and no liability is accepted for any 
direct or indirect damages resulting from or arising out of 
the use of this information. All information as well as any 
prices indicated is subject to change without notice. Any 
information on asset classes, asset allocations and in-
vestment instruments is only indicative. Before entering 
into any transaction, investors should consider the suita-
bility of the transaction to their own individual circum-
stances and objectives. We strongly suggest that you 
consult your independent advisors in relation to any legal, 
tax, accounting and regulatory issues before making any 
investments. 

This publication may contain information obtained from 
third parties, including but not limited to rating agencies 
such as Standard & Poor’s, Moody’s and Fitch. Reproduc-
tion and distribution of third-party content in any form is 
prohibited except with the prior written permission of the 
related third party. Alpinum Investment Management AG 
and the third-party providers do not guarantee the accu-
racy, completeness, timeliness or availability of any in-
formation, including ratings, and will not be responsible 
for any errors or omissions (negligent or otherwise), or 
for the results obtained from the use of such content. 
Third-party data are owned by the applicable third parties 
and are provided for your internal use only. Such data 
may not be reproduced or re-disseminated and may not 
be used to create any financial instruments or products, 
or any indices. Such data are provided without any war-
ranties of any kind. 

If you have any enquiries concerning the document 
please contact your Alpinum Investment Management AG 
contact for further information. The document is not di-
rected to any person in any jurisdiction which is prohib-
ited by law to access such information. All information is 
subject to copyright with all rights reserved. Any commu-
nication with Alpinum Investment Management AG may 
be recorded. 

Alpinum Investment Management AG is incorporated in 
Switzerland and is FINMA licensed and regulated. 

Contact Information:  
Alpinum Investment Management AG 
Talstrasse 82 
CH-8001 Zurich 
Tel:  +41 43 888 79 33 
Fax: +41 43 888 79 31 
alpinumim.com 


