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Editorial 
 

 
Dear Readers 
 
On page 4, in the article "Has the classic portfolio structure had its day?", we show that there are 
indeed alternatives to the classic portfolio structure with equities and bonds. 
 
In the January issue of "Our Opinion" you will find up-to-date information on market trends, asset 
allocation, equities, funds and private label funds. 
 
Looking for advice and support on financial matters? Take a look at our solutions on page 15. 
Our investment advisors look forward to hearing from you and will be happy to talk to you person-
ally. 
 
We wish you a stimulating read. 
 
Your advisory team 

 

 

 

 

 

You can reach us at: 

Tel. +423 / 236 08 08 

Fax  +423 / 236 07 35 

E-Mail info@neuebankag.li 
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Has the classic portfolio structure become obsolete? 
 

Bonds 
 
For decades, bonds were considered the 
ideal diversification for equity investments. 
But now that yields on AAA bonds have fallen 
below zero, more and more investors are call-
ing this status into question. An investment 
where a loss is a foregone conclusion does 
indeed not appear attractive. This is why the 
financial industry is always looking for alter-
natives. Some add corporate bonds with 
lower credit ratings to the mix, but they have 
the disadvantage that they react significantly 
more cyclically during crises – with an in-
creasing correlation to equity investments – 
which has a negative impact on portfolio risk. 
Instead of cushioning the losses, investors of-
ten lose even more money with these bonds 
during recessions. Others add foreign cur-
rency bonds to the mix. But since currencies 
have higher volatility than safe bonds, this 
also leads to an undesirable increase in risk. 
Moreover, studies show that this higher risk 
does not systematically lead to higher re-
turns.  
 

 
 
An alternative may be to resort to volatility 
products. Although they likewise do not gen-
erate regular returns, they can significantly 
reduce portfolio fluctuations thanks to their 
negative correlation with equities. In the chart 
above, we compare a portfolio with 50% eq-
uities and 50% bonds to a portfolio with equi-
ties and a volatility product. Thanks to the 

good diversification characteristics, we were 
able to consider a ratio of two-thirds equities 
to one-third volatility, and even then, the max-
imum setback during this period was lower for 
the equity/volatility portfolio than for the tradi-
tional portfolio (-12.31% compared 
to -17.40%). Thanks to the higher share of eq-
uities, the annual return of the equity/volatility 
portfolio was 1% higher, at about 8%. Espe-
cially after yields on 10-year bonds reached 
their low point in August 2019, performance 
of the equity/bond portfolio was no longer 
able to keep up. Does this mean the classic 
portfolio structure has become obsolete? We 
would not go that far. However, an addition of 
alternatives like these can certainly be con-
sidered. Our advisers will be happy to help 
you with your product selection. 

 
Economy 
 
Inflation has recently risen to unusual highs. 
While the US core rate (excluding food and 
energy) fluctuated around 2% for two dec-
ades, it reached 5.45% at the beginning of the 
year. Including food and energy prices – 
which are subject to strong fluctuations – the 
rate was even 7%. There is still some dispute 
as to whether this increase is mainly due to 
supposedly temporary supply bottlenecks or 
whether, as a result of expansionary mone-
tary and fiscal policy, a dangerous accelera-
tion is taking place that must be combated 
with significant interest rate hikes. This ques-
tion is currently occupying the financial mar-
kets. Our economic indicator suggests that 
we are in the final phase of an upswing, but 
that a recession is not yet imminent.  
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Equities 
 
Due to uncertainties regarding possible inter-
est rate increases, sector rotations occurred 
on the equity markets. 
 

 
 
The technology and health care sectors, 
which had previously been performing well, 
suffered setbacks. In the event of rising inter-
est rates, the expected earnings would have 
to be discounted at a higher rate, resulting in 
a lower present value. Conversely, financials 
are benefiting from rising interest rates and 
the energy sector from rising oil prices. Our 
equity selection significantly outperformed 
last year after a mixed start; we are again lag-
ging the market at the beginning of the year. 
But again, we will not completely change our 
equity selection overnight, and we will instead 
stick to our proven rebalancing cycles. Our 
traffic light is still at neutral. 
 

 

 

Currencies 
 
Currencies can have a decisive influence on 
investment performance – such as the JPY, 
which often tends to weaken when equity 
markets rise. For portfolios with CHF as their 
reference currency, for example, we have 
hedged the Japanese currency since mid-De-
cember 2019. Since then, the Nikkei has 
gained about 17% in local currency. Due to 
the exchange rate development, however, 
the gain measured in CHF is less than 5%. 
This means the currency has had a greater 
impact on performance than the development 
of the equity market. Active currency man-
agement can therefore make a valuable con-
tribution to performance. Based on our indi-
cators, we continue to hedge the JPY. 

 
Alternative investments 
 
Exactly one year ago, we wrote about com-
modity investments in this space. We drew at-
tention to a long-term trend reversal formation 
of the UBS Bloomberg CM Commodity Index. 
The index was then on the threshold of a 
breakout at USD 1,000. We are meanwhile 
just below the price target at that time of 
USD 1,350. Should one still remain invested 
now? The trend is intact. A stock market rule 
says, "The trend is your friend", which means 
to stick with it as long as the trend does not 
turn around. 
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PRIMUS–ETHICS  
With the PRIMUS-ETHICS asset management mandate, we give investors the opportunity to consider environmental and social 
aspects as well as financial aspects in their investment decisions. We invest your assets in ethically and morally irreproachable 
companies and apply professional approaches to implementation. Scientific studies underscore the positive correlation between 
sustainability and economic success. The client advisers of NEUE BANK AG look forward to showing you the special features of 
this asset management solution in a personal consultation. 
 

Performance Indicators in EUR1 

 

 2016 2017 2018 2019 2020 2021 

PRIMUS–ETHICS World Equities -3.41% 11.11% -1.75% 34.29% 9.57% 40.77% 

Peergroup 6.77% 9.57% -5.64% 28.93% 12.52% 26.96% 
 

1Past performance is not an indicator of future performance and offers no guarantee of success in the future. The presentation of performance is gross 

without taking into account your individual tax liability. The net performance is lower due to fees. You can also find our opinion on our homepage: 
www.neuebankag.li S.E.& O. 
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