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Für Ihr Vermögen. 

 

 

Strategy overview 

Global financial markets seem to have entered a calmer phase in the second 

quarter as opposed to the end of the first quarter, where faltering US re-

gional banks caused plenty of turbulence. Is everything done and dusted or 

is this the calm before the storm? Inflation is on the retreat and monetary 

policy is starting to show signs of easing soon. On the other hand, it is clear 

that the global economy is in a significant slowdown. Inverse yield curves in 

America and Germany are not the only indicators of this; global economic 

growth data also highlight this assessment. Should the optimistic consensus 

forecasts for corporate earnings growth and the downward trend in profit 

margins turn out to be too high, we see significant downside potential, espe-

cially for global equity markets. Global equities have gained around 9% in the 

current year. We regard it as opportune to exercise a certain degree of cau-

tion and to focus on quality and stability. With this in mind, we consider a 

slight underweighting of the equity quota in the asset management man-

dates we administer to be justified. 

Factum AG       

Current positioning:       
        

Portfolio balanced Neutral Current Change* 
        

Liquidity 3% 4% → 

       

Bonds 35% 35% → 

       

Equities 47% 44% → 

       

Alternative investments 15% 17% → 

        

*Changes since the last Investment Report (4 May 2023) & current assessment. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

"We consider a cautious position-

ing to be adequate at the mo-

ment." 
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Politics 

The agreement on raising the US debt ceiling envisages a two-year increase 

in the ceiling, while capping spending during this period. The US was in dan-

ger of running out of money at the beginning of June because the previous 

Congressional default had capped public debt at around USD 31 trillion. The 

international financial markets received the agreement favourably. Unfortu-

nately, this annoying topic raises its ugly head at regular intervals, which 

keeps the markets on tenterhooks. For example, in July 2011, just two days 

before the deadline, an agreement was reached but the damage had already 

been done. At the time, the broad S&P500 lost 17% of its value, bonds and 

gold prices soared and the US lost its AAA rating from Standard & Poor's.  

 

The agreement on raising the debt ceiling is certainly something positive. In 

the medium term, however, the agreement will not significantly improve 

America's long-term disastrous fiscal course. The national debt has in-

creased significantly since the financial crisis of 2008, and after the Covid 

pandemic, government spending and budget deficits seem to have got com-

pletely out of control. In any case, from a long-term perspective, the agree-

ment will only marginally curb excessive government spending, as it only ap-

plies to about one-third of the federal budget. The trend of rising costs for 

compulsory expenditures such as social security and Medicare, as well as in-

terest on debt, will remain untouched.  

 

Economy 

In the fourth quarter of last year, the world's largest economy grew at an an-

nualised rate of 2.6% compared to the previous quarter. In the first quarter of 

2023, US GDP growth was still 1.1%, with the consensus at 2%, despite an in-

crease in consumption. Lower investment and destocking were the main 

reasons for the slowdown. In view of the tightening of credit conditions by 

US banks in the meantime, the latter seems appropriate. Due to the sharpest 

rise in interest rates in the US in 40 years, consumption is expected to 

weaken in the coming quarters, which should have a negative impact on eco-

nomic growth.  

 

In the Eurozone, the mild winter and the absence of an energy crisis in the 

first quarter made it possible to avoid the widely expected recession. This 

explains the positive price gains of European shares. The broad Eurostoxx 

50, for example, gained around 14% in value in the current year (as at the end 

of May). However, a closer look at the economic data for the first quarter re-

veals a very mixed picture. Consumption growth slowed, while exports bene-

fited from the demand from China. All in all, the significant rise in key interest 

 

"Agreement reached in negotia-

tions on US debt ceiling." 

 

 

 

 

 

 

 

 

 

"A lasting solution to the debt issue 

has not been reached." 

 

 

 

 

 

 

 

 

 

 

"The clouds are darkening on the 

economic front." 

 

 

 

 

 

 

 

 

"Due to the mild winter, a recession 

was avoided in the Eurozone in the 

first quarter of 2023." 
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rates in the Eurozone to the levels seen in 2008 is likely to lead to an eco-

nomic slowdown in the coming quarters.  

 

Equity markets 

From a relative perspective, corporate results in the first quarter of 2023 

were better than expected, also thanks to high profit margins. Currency 

movements have supported corporate results so far, but the euro has 

strengthened in 2023, which is likely to slow down future profit growth of Eu-

ropean companies. In the US, profit margins are inflated from a historical 

perspective. Given high wage growth and higher financing costs with higher 

interest rates, profit margins will hardly be able to remain as high in the com-

ing quarters. Incidentally, this is also true in the Eurozone. In addition, the 

rise in key interest rates to the levels in 2008, together with tighter bank 

lending conditions in both the US and the Eurozone, are now putting pres-

sure on credit growth. Later in 2023, we are likely to see a reduction in both 

global economic growth and corporate earnings due to the tightening of 

credit conditions. Given that the current share prices already include plenty 

of interest rate reduction fantasy, we do not consider an overly risky equity 

positioning to be appropriate.  

 

Bond markets 

Bond markets are already pricing in US interest rate cuts for the second half 

of the year, but this expectation may prove too optimistic as long as inflation 

remains historically above average. While overall inflation has eased due to 

lower energy prices, core inflation remains stubborn. If the economic slow-

down that has begun is sustained, credit surcharges could increase again. 

Seen from a historical perspective, bonds with a low credit quality, i.e. so-

called "high-yield bonds", are more vulnerable than "investment-grade 

bonds" in the event of an economic slowdown.  

 

Commodities 

In the short term, due to a number of countervailing factors, commodities 

are likely to remain volatile. The price of industrial metals and energy com-

modities could become cheaper as the economy cools down. On the other 

hand, increasing risks of the "El Nino" weather phenomenon (volatile weather 

due to a change in the temperature of the sea water in the Pacific) should 

provide support for agricultural and energy commodities. After the strong 

positive price advances in the current year, gold lost about 5% of its value 

from the top of around USD 2,050 per troy ounce. In view of the massive in-

crease in recent years in the geopolitical tensions between China, the USA 

 

 

 

 

"What's next for corporate earnings 

reports?" 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

"Can we expect interest rate cuts 

in the USA in the second half of the 

year?" 

 

 

 

 

 

 

 

"Despite short-term price losses, 

the long-term upward trend in the 

gold price is likely to continue." 
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and Russia, the long-term upward trend is likely to continue after a period of 

possible short-term profit-taking.  

 

Currencies 

After the euro gained strength vis-à-vis the Swiss franc from the end of De-

cember to the beginning of March, there has been a trend of the euro weak-

ening or the franc strengthening since March. The strength of the Swiss 

franc since March manifests itself even more clearly against the US dollar. 

Here, the reason is probably the US interest rate cuts that the market con-

sensus anticipates for the second half of the year. If this proves to be wrong, 

the US dollar, which has lost more than 10% of its value since last autumn, 

could recover somewhat. However, we will have to wait for the economic and 

inflation data, as the Fed has recently confirmed several times that it will be 

guided by the economic data. In the longer term, a strengthening of the 

franc is to be expected due to the complex geopolitical uncertainties. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

"The strength of the Swiss franc is 

clearly evident in relation to the US 

dollar". 
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Market overview 31 May 2023 

 

 
  

Equity indices (in local currency)                                                Curent 1 Mt (%) YtD (%) 

   
SMI 
 

       11,217.89 -1.62 7.66 
 

SPI 14,788.51 -1.89 7.67 
 

Euro Stoxx 50 4,218.04 -1.86 14.20 

Dow Jones 32,908.27 -3.17 0.25 

S&P 500 4,179.83 0.43 9.64 

Nasdaq 12,935.29 5.93 24.07 

Nikkei 225 30,887.88 7.04 19.61 

Emerging markets 958.53 -1.66 1.15 
    

Equity indices    
Commodities    

    

Gold (USD/fine ounce)        1,962.73 -1.37 7.60 

WTI oil (USD/barrel) 68.09 -11.32 -15.16 
    

    
Bond markets (change in basis points)    

    

US Treasury Bonds 10Y (USD)               3.64  0.22 -0.23 

Swiss Eidgenossen 10Y (CHF) 0.89 -0.16 -0.73 

German Bundesanleihen 10Y (EUR) 2.28 -0.03 -0.29 
    

    
Currencies    

    
EUR/CHF               0.97  -1.22 -1.63 

USD/CHF 0.91 1.80 -1.49 

EUR/USD 1.07 -2.99 -0.15 

GBP/CHF 1.13 0.79 1.28 

JPY/CHF 0.65 -0.44 -7.40 

JPY/USD    
   

0.01 -2.18                             -5.90 -5.81 8.36 
 

 
Author: Christof Wille, Dipl. Private Banking Expert NDS 
Editorial deadline: 6 June 2023  

If you have any questions, please do not hesitate to contact us at any time. Factum AG Vermögensverwaltung is a licensed, independent asset management 
company that is subject to the Liechtenstein Financial Market Authority. It is the exclusive purpose of this publication to inform; it is neither a request, an offer nor 
a recommendation to purchase or sell financial instruments or to take any other decisions on investments. It is therefore not a financial analysis in terms of the 
Marktmissbrauchsgesetz (Act on Market Misuse). The information and opinions contained in this publication originate from reliable sources and have been pre-
pared with the utmost diligence. Nevertheless, we exclude any liability for accuracy, completeness and topicality. All information contained and all prices stated in 
this publication may change at any time without notice. The value of financial instruments may rise or fall. Future performance cannot be deduced from the past 
development of prices. Under particular market-related or security-specific circumstances, financial instruments may be sold only with delay and at a reduced 
price. For this reason, it is essentially difficult to quantify the value of an asset and the risks to which this is exposed. We would like to point out that Factum AG 
Vermögensverwaltung and its employees are allowed in principle to hold, purchase or sell the financial instruments mentioned in this document, without however 
putting clients at any disadvantage. This publication as well as the information it contains are subject to Liechtenstein law. In the event of any disputes, jurisdiction 
rests exclusively with the Liechtenstein courts at the legal venue of Vaduz. 

 


