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Current positioning:

Portfolio balanced Neutral Current Change*
Liquidity 3% 9% ->
Bonds 37% 29% >
Shares 45% 47% >
Alternative investments 15% 15% >

*Changes since the last Investment Report (05 August 2021) & current assessment.

Strategy overview

Global economic momentum has recently slowed a little, but this is likely to
be a temporary setback. Within the context of the Fed'’s likely tapering of
bond purchases, no significant disruption to bond markets is anticipated.
The yield trend is likely to remain upwards, however. US stockmarkets made
strong gains last month. The broad S&P500 rose 3%, while the technology
exchange Nasdaqg advanced 4%. US stockmarkets have now reached a mar-
ket capitalisation of around USD 50 trillion, which is a new record. On equity
markets, risk premiums are in a reasonably moderate range, once low inter-
est rates are taken into account. Valuations are relatively high in historical
terms in the USA and Switzerland, but otherwise mostly moderate. We have
left our equity ratio slightly overweighted. Due to the re-emerging corona-
virus pandemic, the fragile geopolitical situation as well as seasonal factors,
we consider gold a good diversifier and have neutrally weighted the yellow
precious metal in our managed portfolios.
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For performance reasons, we reduced the emerging market equities ratio at
the end of August and, depending on the currency and risk profile, increased
the equity ratio of the domestic market and the proportion of global equities.
The reason why we refrained from “rebalancing” the emerging markets eqg-
uity exposure was that emerging markets showed only a sluggish recovery
compared to the industrialised countries (so far), despite the favourable per-
formance of commodities. In addition, the intervention of the Chinese gov-
ernment (through investor-hostile regulations for individual sectors such as
education, gaming, fintech, etc.) has “upset the cart”, and is likely to have a
negative impact on the asset class in the short to medium term. However,
we are maintaining our exposure to Chinese “A Shares” (shares in local Chi-
nese companies) for the present.

Politics

“America is back!” With these catchy words, President Biden assured EU
heads of government in March of this year that exchanges and alliances
would be carefully cultivated again from now on. Well, Biden’s radical go-it-
alone announcement of the withdrawal from Afghanistan without consulta-
tion or consideration of European wishes is not exactly in line with the state-
ments made at the beginning of the year. Not just the Americans, the Euro-
peans too have invested a great deal in the stability of Afghanistan, and paid
for it with human lives and money. They therefore have every right to expect
to be consulted.

The protests and complaints from Europeans are therefore entirely under-
standable. But the fact that the USA decided to go it alone is hardly surpris-
ing. After all, the Biden administration had made it clear for some time that it
had little interest in the role of world policeman and that it did not see itself
as the architect of a global trade order. Here the similarities to politics during
the Trump era are striking. By his own admission, Biden makes foreign policy
for the American middle class. That is the Biden Doctrine in a nutshell. Ac-
cording to Biden’s security adviser, Jake Sullivan, every decision is judged on
whether it will make life better, safer and easier for working families in Amer-
ica. Only with a broad and self-confident middle class, Biden believes, will his
country be internally strong and stable enough to successfully master the
myriad of challenges presented by China going forward.
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So what does this mean for Europe? Firstly, Europe stands alone. Could this
be the moment when the EU begins to exercise oft-invoked strategic auton-
omy and becomes a heavyweight geopolitical player in its own right? There
are considerable doubts about this, and it is highly unlikely that this will hap-
pen. At its core, the European Union remains a heterogeneous alliance of na-
tion states that are sometimes more, sometimes less receptive to the offers
and interventions of the major powers. Nevertheless, it should not be forgot-
ten that the EU is itself a major economic power.

Economy

Economic momentum has also eased in the Eurozone due to the deteriorat-
ing coronavirus situation. In contrast to the United States, however, the eas-
ing has been significantly less pronounced to date. For example, provisional
purchasing managers’ indices have clearly held up better. The PMI Compo-
site retreated only marginally from 60.2 to 59.5 points, the first decline in
seven months. The current level represents the second highest value in the
last 15 years. The momentum of growth therefore remains high. Moreover,
due to persistent supply bottlenecks, the deterioration occurred mainly in in-
dustry, while sentiment in the services sector remained largely unchanged.
Thanks to a substantial backlog of orders and a persistently confident out-
look, more new jobs were created than at any time in the last 21 years. How-
ever, acute delivery delays have again triggered a sharp increase in purchas-
ing costs as well as sales prices. At the same time, this meant that the high
backlog of orders could only be processed very slowly. At the country level,
growth in Germany remained markedly high despite the significant slow-
down on the industrial side. In France, momentum decreased slightly, while it
increased somewhat in the other countries covered by the survey.

Certain other indicators, however, are beginning to show darker clouds on
the horizon. For example, the high-profile German ifo index weakened for the
second time in succession and by more than anticipated. In France and Italy,
the business climate also weakened significantly more than expected. In ad-
dition, consumers are becoming more cautious once again. Consumer senti-
ment in the Eurozone eased for the second straight month in August, ac-
cording to provisional data from the European Commission. The key senti-
ment indicator fell from -4.4 to -5.3 points. Consensus expectations had an-
ticipated a smaller decline. The indicator is the lowest it has been since April
2021. Despite the decline, however, consumer confidence remains healthy
and well above the long-term average as well as above the level before the
pandemic began.
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“Eurozone — growth momentum

high, despite delta variant.”

“Eurozone consumer confidence:
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Eurozone consumer confidence
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Source: Bloomberg Finance L.P., Factum AG

Equity markets

Global equity markets remained in record territory in August, apart from a “Very strong quarterly results, par-
few weaker days at the end of August, which have since been made up for ticularly in the USA.”
(buy-the-dip mentality). The main driver behind the strength of equity mar-

kets has been the publication of corporate results. The majority of compa-

nies clearly surprised on the positive side, with the US once again standing

out, especially relative to Europe. Around 90% of the companies in the

S&P500 met or exceeded earnings expectations. The average over five years

is 75%. The IT, communications, banking and pharmaceutical sectors stand

out, while the utilities and raw materials sectors faced disappointments. A

substantial number of companies revised their outlook for 2021 upwards due

to full order books, prompting analysts to adjust their price targets upwards.

What is striking, however, is the fact that bond and equity markets reflect di-

verging expectations. It should be noted that the bond markets, where yields

remain virtually unchanged at unusually low levels, have a diametrically dif-

ferent view of the optimism on stockmarkets.
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Bond markets

The highly anticipated speech by Fed Chair Jerome Powell at the Jackson
Hole Symposium did not bring any clarification regarding the start date for
“tapering”. The Fed chief pointed to the strong employment gains in recent
months and, in particular, reiterated that most FOMC members - including
himself — believed at the July meeting that, provided the economy performs
broadly as expected, it may be appropriate to begin tapering this year. At
the same time, however, he also addressed the economic downside risks
emanating from the rapid spread of the delta variant. The decision on when
to start the tapering process has clearly not yet been taken. The above-men-
tioned work report will be available by the time of the next meeting sched-
uled for 21/22 September, which is likely to be crucial. We currently expect
tapering to start this year. However, a strong slowdown of the economy due
to the pandemic would probably cause the Federal Reserve to postpone its
first move.

Commodities

Commodities that are dependent on the economy, such as industrial metals
or crude oil, have performed very well so far this year. With economic data
again rather disappointing compared to consensus expectations, profit-tak-
ing is therefore to be anticipated in the coming quarters. Undoubtedly, how-
ever, the supply factor can continue to support these commodities, at least
temporarily. If real interest rates do not rise at the same time, gold may be
expected to gain ground in this scenario vis-a-vis cyclical commodities. How-
ever, the US dollar will also play a key role here. In this scenario, it is not ex-
pected to rise in value. There is no doubt that commodity markets have a
rocky road ahead of them in the coming months, as they are historically even
more susceptible to fluctuations than equity markets and thus, in our view, a
certain degree of caution should be exercised.
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Currencies

Since the Fed’s wording changed in the summer and a rate hike at the end of
2022 / beginning of 2023 has become very likely, the US dollar has posted
gains against the euro. For its part, the ECB kept its interest rates at record
lows, boosting the US currency in anticipation of a rate hike in the USA. The
US dollar has been engaged in a sideways movement against the Swiss
franc. This is due to the fact that the Swiss franc, along with the US dollar, will
again experience greater demand in the event of renewed uncertainties. In
the medium term, however, the significant increase in US government debt
and the US current account deficit are likely to slow the US dollar recovery. In
overall terms, as volatility on financial markets increases, currency markets
will probably also become more nervous in the autumn.

USD/CHF over twelve months
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Market overview 31 August 2021

Stock indices (in local currency)

SMI

SPI

Euro Stoxx 50
Dow Jones
S&P 500
Nasdaq
Nikkei 225

Stocks Emerging Countries

Commodities

Gold (USD/fine ounce)
WTI oil (USD/barrel)

Bond markets

US Treasury Bonds 10Y (USD)
Swiss Eidgenossen 10Y (CHF)
German Bundesanleihen 10Y (EUR)

Currencies

EUR/CHF
USD/CHF
EUR/USD
GBP/CHF

JPY/CHF
JPY/USD

Current

12,411.11
15,947.70
4,196.41
35,360.73
4,522.68
15,259.24
28,089.54
1,308.67

1,813.62
68.50

131
-0.32
-0.38

1.08
0.92
118
126
0.83

0.01

Author: Christof Wille, Dipl. Private Banking Expert NDS

Editorial deadline: 06 September 2021

Please do not hesitate to contact us if you have any questions. Factum AG Vermogensverwaltung 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 nor an offer nor a recom-
mendation 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 Marktmiss-
brauchsgesetz (Act on Market Misuse), either. The information and opinions contained in this publication originate from reliable sources and have been prepared
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 title-specific circumstances, financial instruments can be sold only with delay and the risks that it is
subject to. We would like to point out that Factum AG Vermoégensverwaltung 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 whatsoever. This publication and the information contained in it
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YD (%)
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are subject to Liechtenstein law. In the event of any disputes, jurisdiction rests exclusively with the Liechtenstein courts at the legal venue of Vaduz.
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