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Dear Readers

The article “No landing” discusses how the economic situation 
in the United States might develop.

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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“No landing”
Economy

The US economy grew by an annualised 4.9% from July to September, 
more than doubling the growth rate of the previous quarter. This is the 
strongest increase in nearly two years. So far, there has been no sign 
whatsoever of the recession in the United States expected by economists 
at the beginning of the year. Starting in July 2022, our economic indi-
cator likewise pointed to a US recession. As the following chart shows, 
since 1970 there had always been a recession when the indicator fell 
below minus 5 points.

Since the beginning of September 2023, the economic indicator has 
even been above the red line again, indicating growth. The signal 
turned out to be false, along with the models of many other market 
experts. There is now even increasing talk of a “no-landing” scenario, 
which assumes that economic growth will continue to boom despite 
the already significantly increased interest rates, and that inflation will 
remain above the 2% target of the US Federal Reserve (Fed). This sce-
nario is supported by the strong economic data coming from manufactur-
ing and consumers. This could become a problem for the Fed, however, 
given that it has been trying to achieve a soft landing with its interest 
rate hikes so far. In a soft landing, the growth rate weakens (but does 



Our Opinion
November 2023

4 / 9

not become negative), with the aim of bringing inflation below the 
target level. If the Fed believes its plan is in danger, this could result in 
further interest rate hikes, which in turn increases the risk of a hard 
landing, i.e. a recession. The market consensus for the US continues to 
assume a soft landing. The situation is quite different in the Eurozone, 
where the economic data has continued to become more negative and 
in some cases is clearly in recession territory.

Due to the worsening data, the European Central Bank (ECB) decided 
at its meeting on 26 October 2023 to pause interest rate hikes. Many 
market participants believe that this step is too late, and that a hard 
landing of the European economy at the beginning of 2024 can no 
longer be avoided.
 
Equities

Should a no-landing scenario occur, this will likely weigh on the equity 
markets, given that further interest rate hikes would then be expected. 
Higher interest rates worsen the financing conditions for companies, 
which has a negative impact on their balance sheets. The first few 
companies, including Alphabet, already reported disappointing quar-
terly figures. The equity markets then continued their correction that 
had already been triggered by the escalation in the Middle East. The 
Neue Bank traffic light is still slightly bullish, but it could soon switch to 
neutral if the correction continues or even worsens.

Bonds

Yields on the bond markets continued their upward trend. On 23 October 
2023, the yield on 10-year US Treasuries rose to just over 5%, the 
highest since the financial crisis. The yield is now just below that mark. 
This development was triggered by the worries that the no-landing sce-
nario described above might occur, which would mean that the fight 
against inflation is not progressing as quickly as the Fed would like. 
Market participants now fear further interest rate hikes, which has led to 
an increase in the correlation between equities and bonds. This means 
that bonds offer less protection when equities correct, given that they 
also lose value. The diversification effect in the portfolio is diminished, 
because bonds add to risk instead of reducing it. The chart on the next 
page illustrates this problem.
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During equity corrections in the more distant past, government bonds 
were always able to increase in value, reducing the portfolio risk, because 
they were able to cushion equity losses. This effect is not currently 
working, given that both equities and bonds are losing value. Histori-
cally, bonds are experiencing the strongest setback in their history in 
terms of both value (-18.5%) and duration (nearly 3 years already). This 
has led to a disappointing performance of mixed mandates with higher 
bond exposure since 2022.

Only once the interest rate  
situation calms down will  
bonds be able to gain again.
Currencies

Last month, a currency signal was triggered for the EUR/USD. Our trend 
indicator now advises to no longer hedge USD positions in EUR portfolios. 
Consequently, we have removed the currency hedge in our EUR man-
dates. The signal is in line with the currently exacerbated geopolitical 
situation, in which especially currencies like the US dollar and the Swiss 
franc are serving as a safe haven.
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Alternative investments

The real estate crisis in China continues to worsen. For the highly 
indebted Chinese real estate group Country Garden, the grace period for 
an interest payment on a dollar bond in the amount of USD 15 million 
ended on Tuesday, 17 October 2023. The group announced that it is 
unable to service the foreign debt. According to the international Credit 
Derivatives Determinations Committee, this amounts to a default. The 
group’s total corporate debt amounts to USD 200 billion, of which USD 
17 billion is foreign debt. If Country Garden does in fact fail, this could 
have far-reaching consequences for the entire Chinese real estate 
sector. The real estate market generates about 20% of China’s GDP. 
An expansion of the crisis would accordingly have devastating conse-
quences for the Chinese economy. This would hardly affect economic 
output in industrialised countries, however, given that most of the debt 
is domestic and was not securitised and sold worldwide as safe bonds, 
as had been the case in the 2008 financial crisis.
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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.

31.10.2023 2022 2021 2020 2019 2018

PRIMUS-ETHICS Equities World +12.27% -28.69% 31.27% 23.34% 31.89% -4.76%
Benchmark +6.17% -23.66% 17.85% 22.56% 26.63% -9.71%

PRIMUS–ETHICS
With the PRIMUS-ETHIK asset management mandate, we give investors 
the opportunity to incorporate environmental and social considerations 
into their investment decisions alongside financial aspects. We invest 
your assets in ethically and morally sound companies and apply profes-
sional approaches to their implementation. Scientific studies prove the 
positive effects of sustainability on economic success. 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 Indicator in USD1
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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


