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Editorial

Dear Readers
On page 4, in the article "Equities and interest rates", we show that interest rate increases in the
past have had a positive effect on the development of the stock market.

In the February issue of "Our Opinion" you will find up-to-date information on market data, 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 pleasant 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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Today:

Equities and interest rates

Equities

Most commentators appear to agree that ris-
ing interest rates weigh on the equity market.
There is little historic evidence to that effect,
however. On the contrary: historically, equity
markets have usually risen when the US Fed-
eral Reserve (Fed) has raised interest rates,
given that rate hikes are a clear sign of a
strong economy. The following table and
chart show the strongest increases in yields
and the price development of the global eqg-
uity market (MSCI World) over the past 46
years:

Price development of global equity markets given rising yields

Yield increase, Price development in %
Period 10Y US Treasury MSCIWorld MSCIWorld | MSCI World

From to Growth Value
30.12.76 - 26.02.80 6.8 13.65 48.36% 39.70% 52.91%
16.06.80 - 30.09.81 947 15.84 4.45% 0.16% 8.83%
04.05.83 - 30.05.84 10.12 13.95 9.08% 6.46% 11.52%
21.01.87 -15.10.87 6.98 10.23 37.57% 38.08% 36.16%
19.12.89 - 02.05.90 7.77 9.06 -12.91% -14.61% -11.05%
15.10.93 - 17.11.94 5.16 8.01 10.59% 761% 13.45%
18.01.96 - 08.07.96 5.52 7.05 7.08% 751% 6.78%
05.10.98 - 20.01.00 4.16 6.79 47.09% 59.63% 34.57%
07.11.01-01.04.02 4.18 543 2.83% 2.01% 3.60%
13.06.03 - 28.06.06 3.11 5.24 51.20% 41.08% 61.74%
30.12.08 - 07.08.09 205 3.85 18.00% 18.82% 17.07%
07.10.10 - 08.02.11 2.38 3.74 12.19% 12.44% 11.88%
24.07.12-05.09.13 1.39 299 27.58% 25.71% 29.47%
08.07.16 -07.11.18 1.36 3.24 30.91% 34.67% 26.99%
04.08.20 - 31.03.21 0.51 1.74 21.48% 16.28% 26.72%
03.08.21 - 15.02.22 1.17 2.05 -2.00% -7.33% 3.17%
Average gain 19.59% 18.01% 20.86%
Source: Bloomberg and NEUE BANK AG
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On average, the MSCI World Index gained
19.59% over all observed periods. Only at the
beginning of the 90s and now is the world eg-
uity index in negative territory — but note that
the current cycle of interest rate hikes is only

just beginning. Typically, that is precisely
when investors are most uncertain, leading to
increased volatility on the markets. In the
past, it was only once the central bank an-
nounced an approximate interest rate hike
timetable that the equity markets calmed
down. Major corrections have only ever oc-
curred when the Fed has raised interest rates
for too long, too sharply, and the economy
slowed down too much as a result. But rising
interest rates also have an impact on equity
valuations. Highly valued companies in par-
ticular — i.e., growth stocks — are affected
more strongly by this, given that future cash
flows are discounted at a higher interest rate,
resulting in declining enterprise value. This
effect is also seen in the majority of historical
observations. In such phases, growth stocks
have on average performed less well than un-
dervalued companies (value stocks) (see ta-
ble). This is also currently the case, and some
growth stocks have suffered significant set-
backs. However, we believe that the large
growth stocks offer long-term value, which is
why the current weakness should not be
overrated. We have not made any changes to
the NEUE BANK traffic light, which is why it
remains at yellow (neutral).

NEUE BANK TRAFFIC LIGHT

neutral
Economy

The leading economic indicators have contin-
ued to weaken, but some are still significantly
above the growth threshold. Robust eco-
nomic growth can therefore be expected in
the coming months as well. The persistently
high inflation data could now become a bur-
den. In both the USA and Europe, there is no
relief in sight in terms of price increases, and
the central banks are increasingly coming un-
der pressure to adjust their monetary policy.
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Bonds

The financial markets are meanwhile expect-
ing the Fed to increase interest rates up to
seven times this year. Accordingly, yields
have once again risen significantly. For ex-
ample, the yield on 10-year US Treasuries
has climbed above the 2% mark and is thus
higher than before the start of the pandemic.
In the wake of US yields, practically all bond
markets have seen a strong rise in interest
rates since the beginning of the year and con-
sequently a fall in bond prices. We remain un-
derweight in both exposure and maturities.

Currencies

The EUR/CHF exchange rate is moving
closer and closer to parity. Despite this, the
Swiss National Bank (SNB) has so far held
back on buying foreign currencies and is no
longer speaking of an overvalued Swiss
franc. Why the change in opinion? First, the
strong franc helps to dampen the inflationary
surge from abroad, and second, the different
inflationary developments at home and
abroad play a role. In nominal terms, the CHF
has appreciated significantly against the EUR
(+13% since the minimum exchange rate pol-
icy was lifted at the beginning of 2015). In real
terms, however, the picture looks different:
Given that inflation in Switzerland is signifi-
cantly lower than abroad, the Swiss franc has

PRIMUS-ACTIVE

appreciated by only about 1% over the same
period. Economists argue that real exchange
rate developments are crucial for a country's
competitiveness, which is why Switzerland
does not have to fear any major losses in its
competitive position in the current environ-
ment. Our indicator also currently points to no
firm EUR, which is why we are maintaining
our partial hedging of EUR positions in our
CHF mandates.

Alternative investments

Since the coronavirus shock, global bottle-
necks have caused commodity prices to rise
strongly. The futures curves on several mar-
kets are showing clear backwardation. This
means that commodity traders have to pay
significantly higher prices for immediate deliv-
eries than for deliveries in the future. This
price structure is seen as a sign of a pro-
nounced undersupply in the commodity mar-
ket. The Bloomberg Commodity Index —
which tracks the prices of 23 commodity fu-
tures — rose to a record level in the reporting
month. This also had an impact on our mo-
mentum approach, which indicated a switch
from listed private equity to commodities. We
implemented this signal by purchasing a
broadly diversified commodity ETF in our
mandates on February 1.

With the PRIMUS-ACTIVE mandate, we offer you the opportunity to invest your assets according to traditional insights of
well-known portfolio theories. We place particular emphasis on broad diversification, both in the strategic definition of asset
classes and in the selection of securities. We also take into account that the financial markets are subject to long-term cycles
and trends and strive to use these fluctuations to your advantage. NEUE BANK AG's client advisors will be happy to show
you the special features of this asset management solution in a personal meeting.

Key performance indicators PRIMUS-ACTIVE Balanced in CHF'

15.18%
11.75%

-5.43%
-3.06%

11.38%  -5.89%
8.68% \ -7.20%

551% | 15.06%
298%  7.21%
Past 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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