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Dear Readers

In the article “Walking a tightrope” we show that central banks 
are on a narrow path with their monetary policy and that a 
wrong step can have severe consequences.

Looking for advice and support on financial matters? Our invest-
ment advisors look forward to hearing from you and will be happy 
to talk to you personally.

We wish you a pleasant read.  
Your Advisory Team 
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“Walking a tightrope”
Equities

The quick and decisive intervention by central banks, supervisory 
authorities, and governments saved the banking sector from the worst 
for now. The financial markets are assuming that Credit Suisse and 
Silicon Valley Bank are two isolated cases, and they are not currently 
anticipating a banking crisis. This is also reflected in the lower premi-
ums for credit default swaps at banks in the United States and Europe. 
This has led to a significant recovery on the equity markets since mid-
March. The US S&P 500 index gained more than 5%. Our technical 
indicators have also improved, which is why the Neue Bank traffic light 
jumped from bearish (orange) to neutral (yellow/amber) on April 3rd. 
As a result, we have unwound our hedge and rebalanced our equity 
exposure to neutral. In retrospect, the hedge was not ideal. However, it 
should be borne in mind that Credit Suisse had to be rescued by the 
Swiss government – via the takeover by UBS – during this hedging 
period. If Credit Suisse had not been rescued, this probably would 
have had devastating consequences for the financial markets, as seen 
in the 2008 financial crisis. Nevertheless, we still consider the risk 
of setbacks on the equity markets to be elevated. The reason is that 
central banks are walking a tightrope with their restrictive monetary 
policy. The past few weeks have shown how the rapid rise in key rates 
and the sharp decline in central bank liquidity can lead to an increase in 
systemic risk. This uncovers misguided developments that have arisen 
over the past years, requiring them to be resolved in light of changed 
conditions, which can lead to turmoil on the financial markets. Hedge 
funds are also expecting more setbacks, as their positioning shows. 
Their net short positions are now as high as they last were in 2011 and 
at the beginning of the financial crisis. 

As we mentioned, we believe that central banks are walking a tightrope, 
where a small misstep can have grave consequences. We cannot 
predict the outcome of this demanding tightrope walk, so we continue 
to be cautious.
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bullish
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Economy

This tightrope walk by the central banks also has implications for the 
economic trend. On the one hand, central banks have to restore price 
stability; on the other hand, they should prevent the economy from 
sliding into a recession. Given the persistently high inflation rates, this 
continues to be a challenging task. The International Monetary Fund 
(IMF) also believes the economy is in a risky phase, in which growth 
remains low by historical standards and financial risks have increased, 
while inflation has not yet fallen to the target of 2% per year. The IMF is 
accordingly lowering its forecast for global economic growth to 2.8%. 
Meanwhile, even the economists at the US Federal Reserve are pre-
dicting a mild recession in the course of 2023. Our economic indicator 
remains in recession territory.

Bonds

Where there is inflation, interest rates rise. Nothing has changed 
about this foundation of monetary policy in recent decades. Higher 
interest rates make loans more expensive, which becomes a burden 
on individuals, companies, and governments for an extended period 
of time. This reduces the demand for goods, which causes inflation to 
subside after a while. The question is, how high must interest rates 

-500'000

-300'000

-100'000

100'000

300'000

500'000800

1'600

3'200

6'400

20
0

4

20
0

5

20
0

6

20
0

7

20
0

8

20
0

9

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

20
21

20
22

20
23

Hedge fund short positions and S&P 500 index

S&P 500 index (left scale)
Bloomberg CFTC CME E-Mini S&P 500 Net Non-Commercial Futures Positions (hedge fund short positions, right scale)

Source: Bloomberg and Neue Bank AG



Our Opinion
April 2023

5 / 9

rise? In the 1980s, the US Federal Reserve responded with massive 
interest rate hikes, far above the rate of monetary depreciation (see 
chart).

In the current phase of inflation, we are still a long way from rates of 
that magnitude, and interest rates are still below inflation (see chart 
above). To curtail inflation, interest rates probably need to rise less 
today than in the past. This is because the debt burden of governments 
and companies has risen strongly in recent years. Given the significantly 
higher debt than in the past, interest rate hikes have greater leverage. 
No one can say how high interest rates still have to rise. The mecha-
nisms of national economies are too complex, and interest rate hikes 
always have a delayed effect. In the past 57 years, however, the US has 
always entered a recession if inflation rose above 5% (see chart above). 
Only the future will tell whether central banks will be able to success-
fully walk the tightrope this time.
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In the past 57 years, the US always entered a 
recession if inflation rose above 5%.

US rescession US key rate US inflation Threshold

Source: Bloomberg and Neue Bank AG
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Currencies

Now that the banking sector has calmed down, markets are once again 
riskon. This has also been felt by the US dollar as a safe haven currency, 
which has dropped significantly against both the Swiss franc and the 
euro in recent weeks. Based on our currency indicator, we have hedged 
part of the USD in our CHF mandates since 5 December 2022 and in our 
EUR mandates since 3 January 2023. Thanks to this tactical hedging, 
we were able to catch about 5% currency loss against both CHF and 
EUR. Our key figure continues to signal a weaker USD, which is why we 
are maintaining these hedges.

Alternative investments

Is gold a crisis currency or not? Opinions are divided. This question 
does not arise for us at all, however, because we do not hold gold as 
a permanent strategic position in our portfolios, but rather only as a 
tactical position – depending on the signal. Since 3 January 2023, we 
have been holding such a tactical position on the basis of our trading 
system. The price of gold is mostly strongly correlated with the develop-
ment of the EUR/USD – weak USD equals strong gold price and vice 
versa. Because of the current weakness of the dollar, the precious metal 
gold has gained about 12% since the beginning of the year. The price 
per ounce is now within reach of the all-time high of USD 2,063 on 
6 August 2020. Both the currency signal and the trading system indi-
cate that gold will continue to be strong.
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1 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 indivi-
dual tax liability. The net performance is lower due to fees. You can also find Our Opinion on our 
website: www.neuebankag.li S.E.& O.

31.03.2023 2022 2021 2020 2019 2018

PRIMUS-ACTIVE Balanced 3.19% -19.44% 14.54% 7.63% 15.42% -4.94%
Peergroup 2.81% -15.46% 7.21% 2.98% 11.75% -7.20%

PRIMUS–ACTIVE 
With the PRIMUS-ACTIVE mandate, we offer you the opportunity to 
invest your assets according to traditional insights of well-known port-
folio 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 we strive to use these fluc-
tuations to your advantage. The client advisors of Neue Bank AG look 
forward to showing you the special features of this asset management 
solution in a personal consultation.

Key Performance Indicator PRIMUS–ACTIVE Balanced in CHF1
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Market data
Market data

Stock market (indexed)            EUR/CHF and USD/CHF

10-year government bond yield Precious metals (indexed)

Inflation rate Raw materials (indexed)

The price developments are shown over 5 years.
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Disclaimer
This publication is intended exclusively for your information and is not an offer for the purchase or sale of securities. It describes value based goals that we attempt to 
reach for like-minded clients. Whether we can support you in your personal financial goals depends on your individual risk appetite, your financial objectiv es as well as 
the legal constraints of the country of your domicile, in particular with respect to the financial instruments to be invested in. Therefore we recommend that you discuss 
the solution mentioned with your financial consultant and have possible tax consequences checked out by your tax accountant. The figures shown are based on actual 
performance results of the portfolio management mandate in the currency displayed. Past performance is not a reliable indicator of future performance and results. 
Future price and exchange rate fluctuations can impact on your return in your domestic currency. Performance data used in the tables is gross of fees (specification 
available from your client adviser) and do not reflect the impact of your personal taxes. The benchmark is composed of strategically weighted indices of the particular 
five asset categories liquidity, bonds, shares regional (Switzerland, Europe, USA), shares global and alternative investments. This information is given without a gua-
rantee. This brochure may not be reproduced, duplicated or passed on without the prior consent of Neue Bank AG. In case of its dissemination relevant national legisla-
tion must be adhered to.

You can 
reach us at
Neue Bank AG 
T +423 236 08 08  
F +423 236 07 35  
info@neuebankag.li


