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Bergos AG is an internationally operating, independent 

Swiss private bank with headquarters in Zurich and a 

branch in Geneva. We have been active in the Swiss 

�À���Q�D�Q�F�L�D�O���F�H�Q�W�H�U���I�R�U���R�Y�H�U���������\�H�D�U�V���D�Q�G���F�D�Q���W�U�D�F�H���R�X�U���K�L�V�W�R�U�\��

to the founding of  Joh. Berenberg, Gossler & Co. KG in 

1590. Our international team is dedicated to all aspects of  

wealth management and advisory, with a special focus on 

private individuals, family entrepreneurs, next generation 

and shipping clients. With a business model focused on 

pure private banking, we advise our clients on all liquid 

and non-liquid asset classes and alternative investments.
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Dear Readers,

With the three legendary words “whatever 
it takes“, Mario Draghi concluded the 
never-ending euro crisis in 2012. The words 
stand for the methodology of  many central 
banks, and ultimately of  states, to counter 
�V�\�V�W�H�P���U�H�O�H�Y�D�Q�W���F�U�L�V�H�V���R�I ���F�R�Q�À���G�H�Q�F�H���Z�L�W�K��
the possibility to create unlimited amounts 
of  money. With the bankruptcy of  the 
American Silicon Valley Bank and the col-
lapse of  Credit Suisse in March 2023, it was 
that time again. In the United States, the 
Federal Reserve had to open the liquidity 
�Á���R�R�G�J�D�W�H�V���R�Q�F�H���P�R�U�H���W�R���S�U�R�S���X�S���W�K�H���U�H�J�L�R��

nal banks. In Switzerland, it was ultimately 
the state that forced the “rescue“ of  Credit 
Suisse with horrendous guarantees via a 
merger with UBS, thus avoiding a potential 
escalation.

Regardless of  how one feels about the 
sustainability of  this policy, it has worked 
for the capital markets. The stock and bond 
markets quickly calmed down and posted 
�W�L�G�\���J�D�L�Q�V���L�Q���W�K�H���À���U�V�W���T�X�D�U�W�H�U���D�Q�G���H�Y�H�Q���L�Q���W�K�H��
crisis month of  March itself.
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Capital market participants have swiftly 
returned their attention to corporate 
�H�D�U�Q�L�Q�J�V�����H�F�R�Q�R�P�L�F���J�U�R�Z�W�K�����L�Q�Á���D�W�L�R�Q���D�Q�G��
fundamental interest rate policy. The fact 
is that the US economy is now also cooling 
slightly in the resilient services segment 
�D�Q�G���W�K�D�W���L�Q�Á���D�W�L�R�Q�D�U�\���S�U�H�V�V�X�U�H���L�V���D�O�V�R���H�D�V�L�Q�J��
�V�L�J�Q�L�À���F�D�Q�W�O�\���L�Q���W�K�H���Z�D�N�H���R�I ���W�K�H���I�D�O�O���L�Q���H�Q�H�U�J�\��
prices. It remains to be observed whether 
�W�K�H���F�R�U�H���L�Q�Á���D�W�L�R�Q���U�D�W�H�V�����Z�K�L�F�K���D�U�H���V�W�U�R�Q�J�O�\��
watched by the central banks, will follow 
suit - exclusive of  volatile energy and food 
prices.

Looking at the sharp decline in US govern-
ment bond yields in March, investors seem 
�Y�H�U�\���F�R�Q�À���G�H�Q�W���W�K�D�W���F�R�U�H���L�Q�Á���D�W�L�R�Q���Z�L�O�O���D�O�V�R��
melt down to an acceptable level in the near 
future. There is even increasing speculation 
of  interest rate cuts by the US Federal 
�5�H�V�H�U�Y�H���L�Q���W�K�H���À���Q�D�O���T�X�D�U�W�H�U���R�I ��������������

I can already anticipate that we are less 
carefree in this context and do not 
unilaterally look forward to further falling 
yields.

�,�W���L�V���W�K�H�U�H�I�R�U�H���R�Q�F�H���D�J�D�L�Q���W�L�P�H���W�R���U�H�Á���H�F�W����
I am pleased to present our latest ana-
lyses on the capital markets in this issue 
�R�I ���5�H�Á���H�[�L�R�Q�V�����$�G�G�L�W�L�R�Q�D�O�O�\�����,���Z�R�X�O�G���O�L�N�H���W�R��
draw your attention to our TOPIC section. 
�+�H�U�H�����R�X�U���&�(�2�����'�U�����3�H�W�H�U���5�D�V�N�L�Q�����U�H�Á���H�F�W�V��
�R�Q���6�Z�L�W�]�H�U�O�D�Q�G���D�V���D���À���Q�D�Q�F�L�D�O���F�H�Q�W�H�U�����H�V�S�H��
cially in light of  the recent merger of  UBS 
and Credit Suisse. 

Wishing you a pleasant reading,

with kind regards,
Maximilian Hefele

�'�H�S�X�W�\���&�K�L�H�I ���,�Q�Y�H�V�W�P�H�Q�W���2�I�À���F�H�U

� � � � � �

� � � � � � 
 � � � � � � 
 � 
 � � � 
 �

D E P U T Y  C H I E F  I N V E S T M E N T  O F F I C E R

Maximilian Hefele has been Head of Asset Management at Bergos since 2003. He is responsible 
for all discretionary investments solutions o� ered by the bank. He is also Managing Director, 
Deputy Chief Investment O�  cer and member of the bank’s investment committee.
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C H I E F  I N V E S T M E N T  O F F I C E R

As Bergos´s Chief Investment O�  cer, Till Christian Budelmann regularly comments on 
events in the international capital markets and examines them in the context of economic 
and political trends. In close coordination with the responsible asset class heads, he and the 
CIO o�  ce de� ne the base-case scenario, which provides the foundation for the work within 
the asset class team. Budelmann is a member of the bank’s executive board and heads the 
investment committee.
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The persistently high level of  energy and food prices is eroding consumers’ real purchasing 
power and presents a burden on the global economic outlook. On the other hand, the 
energy crisis in Europe did not escalate over the winter and global supply chain problems 
have eased recently (partly thanks to the abandoning of  China’s zero-Covid policy). 
However, there are now real problems in the US and European banking sectors, although 
we do not expect these to escalate on a massive global scale. Overall, we expect sustained 
weak economic growth for the developed world over the next six to nine months, followed 
by a recovery in 2024. 

The Fed and the ECB raised their key interest rates by 25 and 50 basis points, respectively, 
�L�Q���0�D�U�F�K���²���G�H�V�S�L�W�H���W�K�H���E�D�Q�N�L�Q�J���W�X�U�P�R�L�O�����1�H�[�W���W�R���W�K�H���À���J�K�W���D�J�D�L�Q�V�W���L�Q�Á���D�W�L�R�Q�����V�\�V�W�H�P�L�F���L�V�V�X�H�V��
now appear to be a concern for central banks. Commercial banks may also now become 
�P�R�U�H���U�H�O�X�F�W�D�Q�W���W�R���O�H�Q�G�����Z�K�L�F�K���F�R�X�O�G���K�D�Y�H���D���G�L�V�L�Q�Á���D�W�L�R�Q�D�U�\���H�I�I�H�F�W�����7�K�H�U�H���L�V���D���K�L�J�K���S�U�R�E�D�E�L�O�L�W�\��
that we are now already at the end of  the rate hiking cycle, especially in the US. However, 
�D���À���Q�D�O���U�D�W�H���K�L�N�H���E�\���W�K�H���)�H�G���R�I ���������E�D�V�L�V���S�R�L�Q�W�V���L�V���V�W�L�O�O���S�R�V�V�L�E�O�H�����:�L�W�K���U�H�J�D�U�G���W�R���W�K�H���(�&�%����
markets are currently pricing in a further small increase in interest rates by the end of  the 
third quarter.

Geopolitically, we continue to be concerned about the ongoing Russian war against 
Ukraine. Our basic assumption remains that Russia will shy away from directly attacking a 
NATO member state and thus triggering the alliance case. At the same time, the tensions 
between China and Taiwan need to be closely monitored, as well as China’s domestic 
political issues. In the US, following the mid-term elections, we now expect two years of  
legislative gridlock until the next US presidential election in November 2024. In the G7 
countries, there will be no (regular) elections at the highest level in 2023.
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After repeated rounds of  crisis in the last 
three years, investors had to contend with 
�F�K�D�O�O�H�Q�J�H�V���L�Q���W�K�H���À���U�V�W���T�X�D�U�W�H�U���R�I ���W�K�L�V���\�H�D�U���D�V��
well. After a torrid start to the new year, the 
severe problems of  some regional banks in 
the United States and the turmoil surround-
ing Credit Suisse in Europe temporarily 
�V�W�R�N�H�G���I�H�D�U�V���R�I ���D���Q�H�Z���À���Q�D�Q�F�L�D�O���F�U�L�V�L�V�����)�R�U��
tunately, the risk of  markets and economies 
imploding like they did in the autumn of  
2008 is low. Whereas then a huge bubble 
had burst in the US mortgage market, this 
time only the effects of  a few mini-bubbles 

popping in the tech and crypto sectors need 
to be dealt with. Most banks on both sides 
of  the Atlantic are much stronger than in 
�������������*�R�Y�H�U�Q�P�H�Q�W���R�I�À���F�L�D�O�V���Z�L�O�O���Q�R�W���U�H�S�H�D�W��
the mistake of  the chaotic Lehman Brothers 
bankruptcy. Nevertheless, banks in the 
United States and to some extent also in 
Europe will presumably seek to shed risks 
and curtail lending in reaction to the turm-
oil.

So far, the US economy has actually held 
up somewhat better than expected this year. 

� � � � �
� � � � � � �

B Y  D R .  H O L G E R  S C H M I E D I N G
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After residential construction, however, 
manufacturing too is now gradually sliding 
into recession. The labor market remains 
strong, but is likewise losing momentum. 
The creeping credit crunch resulting from 
the banking sector earthquake will probably 
exacerbate these tendencies. We expect that 
the US economy will contract by around 1% 
in the further course of  this year. The cor-
rection in US residential construction and 
home prices is already far advanced. This 
limits the further downside potential, paving 
the way for a fresh upturn in early 2024. By 
�W�K�D�W���W�L�P�H�����L�Q�Á���D�W�L�R�Q���Z�L�O�O���K�D�Y�H���S�U�R�E�D�E�O�\���I�D�O�O�H�Q��
far enough that household real income, 
�P�H�D�Q�L�Q�J���L�Q�Á���D�W�L�R�Q���D�G�M�X�V�W�H�G���L�Q�F�R�P�H�����Z�L�O�O���U�L�V�H��
again appreciably. This additional purchas-
ing power will then support consumer 
spending. At the latest in December, the US 
Federal Reserve can be expected to lower its 
base interest rate again in a bid to engineer a 
recovery in the 2024 election year.

Unlike the situation in the United States, 
the 2023 economic outlook has brightened 
somewhat in Europe, China and Japan in 
the last three months. At the end of  the 
heating season, Europe’s natural gas storage 
�W�D�Q�N�V���Z�H�U�H���À���O�O�H�G���D�W���D���U�D�W�H���R�I �������������Z�K�L�F�K���L�V��
much higher than usual at this time of  year. 
Because less natural gas will have to be pur-
chased in the summer in order to replenish 
the tanks in time for the coming winter, the 
risk of  natural gas shortages in the 2023/24 
winter season has diminished considerably. 
Market prices of  natural gas and electricity 
have fallen markedly. Consumers are less 
pessimistic about the future. Therefore, the 
European economy can slowly pick up again 
in the spring after stagnating in the win-
ter. In view of  the US recession, however,  
�J�U�R�Z�W�K���Z�L�O�O���E�H���V�X�E�G�X�H�G���D�W���À���U�V�W�����,�Q��������������
on the other hand, when the US economy 
starts growing again, Europe can expect 
economic growth above the trend line. 

�7�K�H���R�X�W�O�R�R�N���I�R�U���-�D�S�D�Q���L�V���H�Y�H�Q���E�H�W�W�H�U�����,�Q�Á���D��
tion in that country is still weak enough that 
the Bank of  Japan can largely stick with its 
expansive monetary policy. As in the Euro-
�]�R�Q�H���D�Q�G���W�K�H���8�Q�L�W�H�G���6�W�D�W�H�V�����À���V�F�D�O���S�R�O�L�F�\���L�V��
also supporting aggregate demand in Japan.

After China abruptly abandoned its zero-
Covid policy, domestic demand has been 
rising, especially for services. Coupled with 
�D�G�G�L�W�L�R�Q�D�O���P�R�Q�H�W�D�U�\���D�Q�G���À���V�F�D�O���V�W�L�P�X�O�X�V����
China could experience a growth spurt for a 
few quarters. Because the supply of  goods 
from China will also increase, this develop-
�P�H�Q�W���Z�L�O�O���K�D�U�G�O�\���V�W�R�N�H���J�O�R�E�D�O���L�Q�Á���D�W�L�R�Q�����1�H��
vertheless, more Chinese tourists will travel 
to popular destinations. At the level of  the 
global economy, the upswing in China and 
Japan will at least partially offset the mild 
US recession. Positive factors could out-
weigh negative factors in large parts of  Asia.

�,�Q�Á���D�W�L�R�Q���K�D�V���D�O�U�H�D�G�\���S�H�D�N�H�G���L�Q���W�K�H���8�Q�L�W�H�G��
States and Europe. Since March, the explo-
sive rise in European food and energy prices 
�R�E�V�H�U�Y�H�G���L�Q�������������Z�L�O�O���Q�R���O�R�Q�J�H�U���À���J�X�U�H���L�Q���W�K�H��
year-on-year price comparisons. Moreover, 
suppliers are not experiencing disruptions 
to the same degree as before. This develop-
ment will help the economy and reduce 
price pressures especially in Europe, which 
is particularly dependent on foreign trade, 
while this effect will be less pronounced in 
the United States. However, the core rate 
�R�I ���L�Q�Á���D�W�L�R�Q�����H�[�F�O�X�G�L�Q�J���I�R�R�G���D�Q�G���H�Q�H�U�J�\����
remains high for now on both sides of  
�W�K�H���$�W�O�D�Q�W�L�F�����:�K�H�U�H�D�V���L�Q�Á���D�W�L�R�Q���K�D�V���D�O�U�H�D�G�\��
begun to recede in the United States in re-
action to the weakening economy, it reached 
a new record high of  5.7% in the Eurozone 
in March. Above all, the explosive rise in 
energy prices in 2022 is gradually working 
its way through the entire production chain. 
�(�Y�H�Q���K�D�L�U�F�X�W�W�H�U�V���D�Q�G���U�H�V�W�D�X�U�D�Q�W�V���D�U�H���D�G�M�X�V��
ting their prices to cover the higher heating 
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costs. But this effect can be expected to 
peter out in a few months. The impact of  
higher wage costs will be blunted by lower 
transport costs and an end to supply chain 
disruptions. Therefore, we expect that the 
�F�R�U�H���U�D�W�H���R�I ���L�Q�Á���D�W�L�R�Q���L�Q���W�K�H���(�X�U�R�]�R�Q�H���Z�L�O�O��
fall below 3% in the coming year. Due to 
�Z�D�J�H���S�U�H�V�V�X�U�H�����K�R�Z�H�Y�H�U�����(�X�U�R�]�R�Q�H���L�Q�Á���D��
tion will settle in at around 2.5% instead of  
2.6%, where it was from 1999 to 2021.
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C H I E F  E C O N O M I S T ,  B E R E N B E R G

Chief Economist of Berenberg Hamburg since 2010 and one of the best-known German bank 
economists. Dr.Holger Schmieding has received several awards for his forecasts and analyses. 
In 2016, for example, he was named forecaster of the year by the Süddeutsche Zeitung and, 
in 2015, he was voted best banking economist for Europe for the third time in a row by more 
than 16,000 international � nancial experts in the renowned Extel Surveys. He has worked at 
the Kiel Institute for the World Economy and the International Monetary Fund, among oth-
ers, and served as Head of European Economics atBank of America Merrill Lynch.
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V O L A T I L E  S T A R T  T O  T H E  Y E A R  F O R  E Q U I T I E S ,  G R O W T H  S T O C K S  O N  T H E  R I S E

B Y  F R E D E R I K  C A R S T E N S E N

Global equity markets had a solid start to 
the new calendar year – led by European 
stocks and US growth stocks. One reason 
for this was the absence of  a winter reces-
sion, which caught many pessimistic inves-
tors on the wrong foot. Overall, the global 
MSCI World Index, measured in euros, 
�J�D�L�Q�H�G�������������L�Q���W�K�H���À���U�V�W���T�X�D�U�W�H�U�����1�H�Y�H�U�W�K�H��
less, it has been extremely volatile recently, 
burdened by problems in the regional US 
and European banking sectors. These 
�S�U�R�E�O�H�P�V���D�U�H���À���U�V�W���V�L�J�Q�V���W�K�D�W���W�K�H���G�R�Z�Q��
stream effects of  the restrictive monetary 
policy are slowly showing up in the real 
economy. Once again, central banks are 
forced to weigh up systemic risks versus 
�W�K�H���À���J�K�W���D�J�D�L�Q�V�W���L�Q�Á���D�W�L�R�Q��

Macroeconomic data remains the biggest 
uncertainty factor

Of  our four dimensions (macroecono-
mics, microeconomics, technical picture and 
sentiment), the macroeconomic data situ-
ation in particular continues to represent a 
factor of  uncertainty for equity markets. At 
present, the most important downside risks 
�F�H�U�W�D�L�Q�O�\���L�Q�F�O�X�G�H���F�R�Q�W�L�Q�X�H�G���K�L�J�K���L�Q�Á���D�W�L�R�Q���L�Q��
the face of  robust demand. In such a sce-
nario, central banks would have to tighten 
monetary policy even more, which could 
lead to sustained weak economic growth. 
A further escalation of  the war in Ukraine 
or, more importantly, an escalation of  the 
�F�R�Q�Á���L�F�W���E�H�W�Z�H�H�Q���&�K�L�Q�D���D�Q�G���W�K�H���8�6���R�Y�H�U��
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Taiwan would also weigh heavily on equities. 
Among the upside risks, an unexpectedly 
�U�D�S�L�G���G�H�F�O�L�Q�H���L�Q���L�Q�Á���D�W�L�R�Q�����Z�K�L�F�K���Z�R�X�O�G���I�D�F�L�O�L��
tate a soft landing for the Fed or the US 
economy, would have a positive impact on 
equity markets.

Fundamentals are not very supportive 
at the moment

From a fundamental perspective, there is 
currently less to be said for equities than 
there was a few years ago. Companies are 
�À���Q�G�L�Q�J���L�W���L�Q�F�U�H�D�V�L�Q�J�O�\���G�L�I�À���F�X�O�W���W�R���S�D�V�V���R�Q��
higher input costs to the end consumer, 
and the high pressure on margins is having 
an impact on earnings expectations. With 
weakening demand and continued weak 
economic growth, the consensus is that 

earnings growth for the developed world in 
�����������L�V���O�L�N�H�O�\���W�R���E�H���M�X�V�W���X�Q�G�H�U�����������1�H�Y�H�U��
theless, the Q4 reporting season was mostly 
supportive. In particular, earnings disap-
pointments have recently been punished less 
by the market than in previous quarters. The 
current Q1 reporting season should now 
provide further insights into how companies 
are doing fundamentally. It should be partic-
ularly interesting to see how companies view 
the outlook for the rest of  the year.

In terms of  valuations, equities are also 
�À���Q�G�L�Q�J���L�W���L�Q�F�U�H�D�V�L�Q�J�O�\���G�L�I�À���F�X�O�W���²���H�V�S�H�F�L�D�O�O�\��
compared with other asset classes. The yield 
gap, i.e. the difference between the earnings 
yield of  equities and the yield of  ten-year 
bonds, is now at its historical average in the 
US since the 1970s. Accordingly, equities 

are no longer fundamentally more attractive 
than bonds. However, this could change 
again if  bond yields continue to fall. The 
technical picture paints a more positive 
image. The S&P 500 recently broke through 
its downward trend and is once again above 
the important 200-day moving average line.

Investor sentiment and positioning 
far from euphoria

Another argument in favor of  equities is the 
still rather pessimistic investor sentiment 
and positioning. Each week, for example, 
the American Association of  Individu-
al Investors (AAII) asks its members the 
simple question of  whether they believe the 
stock market will trend up (bullish), remain 
unchanged (neutral) or trend down (bearish) 
over the next six months. In mid-February, 
optimists outweighed pessimists among US 
�S�U�L�Y�D�W�H���L�Q�Y�H�V�W�R�U�V���I�R�U���W�K�H���À���U�V�W���W�L�P�H���L�Q���W�K�H��
short term since March 2022. In addition to 
the robustness of  the economy, the rea-
sons for this were probably the good stock 
market performance since the beginning 
of  the year. Recently, however, sentiment 
has clouded over again. In the past, the 
sentiment survey has proven to be a reliable 
contrarian indicator: above-average market 
returns have often followed unusually low 
levels of  optimism, while below-average 
market returns have often followed unusual-
ly high levels of  optimism.

Equity markets remain volatile for the 
time being

In the short term, market participants are 
�O�L�N�H�O�\���W�R���F�R�Q�W�L�Q�X�H���W�R���I�R�F�X�V���R�Q���L�Q�Á���D�W�L�R�Q����
interest rates and developments in the 
banking sector. An even more restrictive 
monetary policy would increase the likeli-
hood of  further turmoil, as recently seen 
in the banking sector, and thus also the risk 

of  recession – not least because banks are 
likely to be increasingly cautious in granting 
loans. Although the US Federal Reserve re-
cently raised the key interest rate again and 
held out the prospect of  further rate hikes, 
the market is now assuming the opposite 
and is pricing in several US rate cuts by the 
end of  the year. Taking into account the 
above-mentioned uncertainties, we expect 
�H�T�X�L�W�\���U�H�W�X�U�Q�V���W�R���Á���X�F�W�X�D�W�H���D�Q�G���U�H�P�D�L�Q���U�D�W�K�H�U��
subdued in the short term. In this environ-
ment, we consider active management to be 
particularly crucial.

High-quality stocks with pricing power 
should form the core of any portfolio

At the corporate level, investors should 
select companies with pricing power to 
protect themselves from rising input costs. 
�:�H���G�H�À���Q�H���S�U�L�F�L�Q�J���S�R�Z�H�U���D�V���D���F�R�P�S�D�Q�\�·�V��
ability to pass on costs to the end consumer 
�Z�L�W�K�R�X�W���D���V�L�J�Q�L�À���F�D�Q�W���L�P�S�D�F�W���R�Q���P�D�U�J�L�Q�V���D�Q�G��
�S�U�R�À���W�V�����7�K�H�\���V�K�R�X�O�G���K�D�Y�H���O�R�Z���G�H�E�W���O�H�Y�H�O�V��
and have stable business models, strong 
competitive positions, solid balance sheets 
and high cash balances. With growth un-
�F�H�U�W�D�L�Q�W�\���D�Q�G���L�Q�Á���D�W�L�R�Q���H�[�S�H�F�W�H�G���W�R���U�H�P�D�L�Q��
high globally in Q2 2023, we believe these 
companies will prove particularly resilient. 
However, not all companies are equally 
capable. For example, some companies in 
the consumer discretionary sector have this 
ability.

Comeback of growth stocks

For the second half  of  the year, we expect 
the peak of  restrictive monetary policy to 
come into focus as economic growth slows. 
A reluctance to raise interest rates would 
be a welcome sign for equity markets, and 
it may well make sense to further increase 
interest rate-sensitive, high-growth sectors 
as the year progresses. Foremost among 
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these is the technology sector, which largely 
lagged in 2022 due to the surprisingly strong 
rise in interest rate expectations. In such 
an environment, the US equity market in 
particular, with its structural growth bias, is 
�O�L�N�H�O�\���W�R���E�H�Q�H�À���W�����5�H�J�L�R�Q�D�O�O�\�����Z�H���W�K�H�U�H�I�R�U�H���V�H�H��
greater opportunities in the US than in 
Europe. There, the interest rate level is 
already higher and the likely further 
development of  interest rates is now more 
favorable. Macroeconomic data are also 
more stable in the US. In addition to the 
US, we remain positive on Japan, which 
appears to be continuing its special mone-
tary policy path. With regard to emerging 
markets, and especially China, caution is still 
warranted.
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With market assessments of  the economic 
growth outlook initially rather positive, the 
�À���U�V�W���T�X�D�U�W�H�U���Z�D�V���P�D�U�N�H�G���E�\���W�K�H���W�H�P�S�R�U�D�U�\��
mitigation of  the energy crisis in Europe by 
a mild winter and by the Chinese economy 
getting back on track. However, there were 
�D�O�V�R���H�D�U�O�\���V�L�J�Q�V���W�K�D�W���W�K�H���L�Q�Á���D�W�L�R�Q���S�L�F�W�X�U�H����
which had been encouraging, was gradual-
�O�\���G�H�W�H�U�L�R�U�D�W�L�Q�J�����D�V���F�R�U�H���L�Q�Á���D�W�L�R�Q���U�H�D�G�L�Q�J�V��
did not start to fall as hoped. These facts 
supported a restrictive monetary policy, 
�Z�K�L�F�K���F�R�Q�W�L�Q�X�H�G���L�Q���W�K�H���À���U�V�W���T�X�D�U�W�H�U�����7�K�H��
full effects of  key interest rate hikes are 
often delayed, and after several large and 

�U�D�S�L�G���L�Q�F�U�H�D�V�H�V���O�D�V�W���\�H�D�U�����W�K�H���À���U�V�W���V�L�J�Q�V���D�U�H��
�Q�R�Z���Q�R�W�L�F�H�D�E�O�H�����S�D�U�W�L�F�X�O�D�U�O�\���L�Q���W�K�H���À���Q�D�Q�F�L�D�O��
sector. 

Persistently high in� ation

�&�R�Q�V�X�P�H�U���S�U�L�F�H���L�Q�Á���D�W�L�R�Q���F�R�Q�W�L�Q�X�H�G���W�R���I�D�O�O��
on both sides of  the Atlantic during the 
quarter. In the Eurozone, driven in partic-
ular by large base effects from the energy 
category, year-on-year consumer prices fell 
to 6.9% in March from 9.2% – their level 
in December. And in the US, too, it fell 
from 6.5% at the beginning of  the year to 

� � � � �
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�������D�W���S�U�H�V�H�Q�W�������+�R�Z�H�Y�H�U�����F�R�U�H���L�Q�Á���D�W�L�R�Q����
�Z�K�L�F�K���P�H�D�V�X�U�H�V���L�Q�Á���D�W�L�R�Q���H�[�F�O�X�G�L�Q�J���H�Q�H�U�J�\��
and seasonal products, proved stubborn. In 
Europe, it actually rose by 0.5 percentage 
points year-on-year over the same period 
to 5.7%, showing that the worst price hike 
in the history of  the European Union is 
�I�D�U���I�U�R�P���R�Y�H�U�����,�Q���W�K�H���8�6�����F�R�U�H���L�Q�Á���D�W�L�R�Q���I�H�O�O��
only slightly from 5.7% to 5.5% in March. 
Both measures are thus well above the 
�W�D�U�J�H�W���E�D�Q�G���R�I ���������G�H�À���Q�H�G���E�\���W�K�H���F�H�Q�W�U�D�O��
�E�D�Q�N�V�����$�Q�D�O�\�]�L�Q�J���F�R�U�H���L�Q�Á���D�W�L�R�Q���L�Q���G�H�W�D�L�O�����L�W��
is striking that both core goods and services 
�L�Q�Á���D�W�L�R�Q���U�R�V�H���P�R�U�H���V�W�U�R�Q�J�O�\���W�K�D�Q���H�[�S�H�F�W�H�G��
year-on-year in March. Given the robust 
labor market and rising wage growth, some 
�S�H�U�V�L�V�W�H�Q�F�H���L�Q���V�H�U�Y�L�F�H�V���L�Q�Á���D�W�L�R�Q���Z�D�V���H�[�S�H�F�W��
ed. The Eurozone labor market, as in the 
US, remains resilient and companies contin-
ue to face labor shortages. Unemployment 
is low by historical standards at 6.6% in the 
euro zone and 3.5% in the USA. Given this 
fact, and given the real loss of  purchasing 
power last year, employees are expected 
�W�R���F�R�Q�W�L�Q�X�H���W�R���G�H�P�D�Q�G���V�L�J�Q�L�À���F�D�Q�W���Z�D�J�H��
increases, in Europe especially with the sup-
port of  trade unions. The wage-price spiral 
is slowly turning, i.e. companies are raising 
their prices and employees are demanding 
higher wages to compensate for the loss of  
purchasing power, which could lead to a 
�I�X�U�W�K�H�U���L�Q�F�U�H�D�V�H���L�Q���Z�D�J�H���J�U�R�Z�W�K���L�Q���W�K�H���À���U�V�W��
half  of  2023.

The ECB had certainly reacted, raising key 
�U�D�W�H�V���E�\���D���W�R�W�D�O���R�I ���������W�R�������������L�Q���W�K�H���À���U�V�W��
quarter and the Fed by 0.5% to a target 
range of  4.75% to 5%. But still, with this 
starting position, one should assume further 
hikes in key interest rates. However, this 
credo was discarded in no time at the end 
of  March, at least in the short term.

An unexpected shock from the US banking 
sector – a little black swan?

The turmoil had begun with the collapse of 
Silicon Valley Bank, and the resulting uncer-
�W�D�L�Q�W�\���O�H�G���W�R���D���Q�R�W�L�F�H�D�E�O�H���O�R�V�V���R�I�� �F�R�Q�À���G�H�Q�F�H��
in the banking sector. The bond market in 
particular was characterized by extreme vol-
atility in the last weeks of March, especially 
at the short end of the yield curve, where 
one could observe almost dramatic price 
�Á���X�F�W�X�D�W�L�R�Q�V���H�Y�H�U�\���G�D�\�����<�L�H�O�G�V���R�Q���W�Z�R���\�H�D�U��
German bunds fell by���P�R�U�H���W�K�D�Q����������basis 
points from their peak of 3.3% on March to 
below 2.2% in the short term. �8�6 
government bonds even experienced the 
biggest decline since 1982 in this 
perspective: within a few days, the yield on 
two-year US Treasuries fell from slightly 
above 5% to 3.6% (Fig-ure 1). Bond market 
volatility, as measured by the ICE BofA 
MOVE Index, reached �L�W�V���K�L�J�K�H�V�W���O�H�Y�H�O��
�V�L�Q�F�H���W�K�H���À���Q�D�Q�F�L�D�O���F�U�L�V�L�V���L�Q��2008. 

Fears of an extended banking crisis prompt-
ed the market to reassess the future devel-
opment of key interest rates. The market 
implied key interest rates would rise further 
to 5.5% in the US and 4% for deposit 
facility rates in Europe as recently as the 
beginning of March. After initially strong 
distortions due to the collapse of the SVB, 
currently even two interest rate cuts of 
more than 25 basis points are discounted 
�W�K�L�V���\�H�D�U���Ior the US�����)or Europe one now 
expects the peak in six months with 3.75%. 

But credit default insurance for bonds also 
reached panic levels. Credit spreads in-
�F�U�H�D�V�H�G���V�L�J�Q�L�À���F�D�Q�W�O�\�����+�L�J�K���\�L�H�O�G���D�Q�G���À���Q�D�Q��
cial bonds were under strong pressure and 
in this sector especially subordinated bonds 
such as Additional Tier 1 Bonds (AT1). 
AT1 bonds are subordinated debt 
instruments 

issued by banks �W�K�D�W���F�R�Q�W�U�L�E�X�W�H���W�R���W�K�H���W�R�W�D�O��
�R�I���F�D�S�L�W�D�O���W�K�H�\���D�U�H���U�H�T�X�L�U�H�G���W�R���K�R�O�G���E�\��
�U�H�J�X�O�D�W�R�U�V�����7hese investments are intended 
to be available to cover losses �X�Q�G�H�U���F�H�U�W�D�L�Q��
�F�R�Q�G�L�W�L�R�Q�V���L�Q���R�U�G�H�U���W�R��enable the 
continuation of business operations. In the 
case of Credit Suisse, the AT1 bonds issued 
were written off in full. Even if the structure 
of AT1 instruments differs across Europe, it 
remains very likely that in-�Y�H�V�W�R�U�V���Z�L�O�O��
�G�H�P�D�Q�G���V�L�J�Q�L�À���F�D�Q�W�O�\���K�L�J�K�H�U��credit risk 
premiums for AT1 instruments in the 
future, as is also currently observable. 

The Fed reacted relatively quickly to the 
strong uncertainty in the markets and 
initiated the Bank Term Funding Program 
���%�7�)�3�������,�Q���Y�H�U�\���V�L�P�S�O�L�À���H�G���W�H�U�P�V�����W�K�H���%�7�)�3��
is an emergency loan program, and offers 
the possibility of pledging certain assets in 
the treasury of a bank, for example, and 
taking out a loan with a term of up to one 

year to create liquidity. It was intended to 
avoid another case like Silicon Valley Bank. 
The program appears to have been heavily 
used, as can be seen from the Fed ‘s balance 
sheet. It rose by USD 64.4 billion in a very 
short time – but it certainly had a calming 
effect. The market is assuming less and less 
�R�I ���D���F�R�Q�Á���D�J�U�D�W�L�R�Q�����E�X�W���L�W���L�V���V�W�L�O�O���W�R�R���H�D�U�O�\��
to weigh oneself  in safety. Accordingly, we 
have also reduced our tactical positioning in 
�À���Q�D�Q�F�L�D�O���F�R�P�S�D�Q�L�H�V���L�Q���W�K�H���S�R�U�W�I�R�O�L�R���F�R�Q�W�H�[�W��
– a selective approach is essential.

Tighter credit conditions = 
lower prime rates 

Credit conditions in the US, but also in 
Europe, have deteriorated since last August 
as banks have steadily tightened their lend-
ing standards, as can be seen on the second 
chart. It is likely that the recent events in the 
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banking sector will have an impact on bank 
lending standards, which will slow down 
growth. 

But there is another observation that sug-
gests that lending is likely to be cut back 
faster rather than slower. Many banks were 
slow to pass on increases in interest rates to 
their customers, so the attraction of  higher 
money market yields caused many savers 
and businesses to invest there. The shift 
has been accelerated recently by concerns 
about the safety of  small and medium-sized 
US banks, bringing the total amount of  
money funds to about USD 5.2 trillion. If  
these banks continue to lose deposits to the 
money markets and their larger competitors, 
�W�K�H�U�H���L�V���D�Q���D�G�G�L�W�L�R�Q�D�O���U�L�V�N���W�K�D�W���O�H�V�V���F�D�Q���E�H���À����
nanced from customer money accounts for 

lending purposes, but must be raised else-
where or throttled back. In principle, this 
effect has a similar impact to a key interest 
rate hike, as it should lead to a slowdown in 
economic activity through the credit chan-
�Q�H�O���D�Q�G���L�Q�G�L�U�H�F�W�O�\���W�R���D���G�H�F�O�L�Q�H���L�Q���L�Q�Á���D�W�L�R�Q����
�+�R�Z�H�Y�H�U�����L�W���L�V���V�W�L�O�O���G�L�I�À���F�X�O�W���W�R���D�V�V�H�V�V���K�R�Z��
much less the Federal Reserve and other 
central banks will have to do.

Uncertainty on the rise 

The banking crisis in the US. has caused a 
great deal of  uncertainty in the markets, and 
the sharp reaction in the bond market has 
foreshadowed much that is negative. How-
�H�Y�H�U�����À���J�K�W�L�Q�J���L�Q�Á���D�W�L�R�Q���U�H�P�D�L�Q�V���D�Q���L�P�S�R�U�W�D�Q�W��
driver, requiring a continued rather restric-
�W�L�Y�H���P�R�Q�H�W�D�U�\���S�R�O�L�F�\�����,�Q�Á���D�W�L�R�Q�����D�V���P�H�Q�W�L�R�Q�H�G��

at the outset, has been more persistent than 
�R�U�L�J�L�Q�D�O�O�\���W�K�R�X�J�K�W�����D�Q�G���D�O�W�K�R�X�J�K���G�L�V�L�Q�Á���D��
tionary stimulus has increased, it remains 
far too high. We maintain a defensive stance 
on interest rate sensitivity and still tend to 
be short in duration tactically. The ongo-
ing inversion of the yield curve also favors 
shorter maturities due to the higher yield to 
maturity. In view of the turbulence but the 
still seemingly stable economic situation, �Z�H��
�F�R�Q�W�L�Q�X�H���W�R���À�Q�G���J�R�Y�H�U�Q�P�H�Q�W���E�R�Q�G�V��with 
their defensive character �D�Q�G solid corporate 
bonds equally attractive. It is still quite 
possible that credit spreads could in-crease, 
so we prefer high grade debtors with high 
credit ratings, which are less volatile. 
Especially given the stress in the banking 
sector, a selective approach is all the more 
important. We maintain our constructive 
stance and overweight in emerging market 
bonds. China ‘s reopening and fading pres-
sure from high energy prices remain import-
ant factors that may favor emerging markets 
in particular. Another supportive factor is 
the US dollar, which is expected to weaken 
this year due to a less restrictive Fed.
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B Y  S O U M A I L A  T É K É T É

Private debt & alternative credit as 
attractive yield alternatives

�,�Q���W�K�H���S�D�V�W�����S�U�L�Y�D�W�H���O�R�D�Q�V���K�D�G���V�L�J�Q�L�À���F�D�Q�W�O�\��
lower default rates and higher repayment 
ratios than comparable high-yield corporate 
bonds. However, current yield premiums 
have risen to quite considerable levels due 
to increased risk aversion in the market. 

�$�V���D���F�R�Q�V�H�T�X�H�Q�F�H���R�I ���K�L�J�K�H�U���À���Q�D�Q�F�L�Q�J���F�R�V�W�V����
a further increase in corporate defaults is to 
be expected in the future – but we consider 
the widening of  spreads in certain market 
segments to be exaggerated. 

Private loans and credits also mostly of-
fer variable interest rate components and 
therefore offer protection against the direct 
negative impact of  rising interest rates. This 
lack of  interest rate sensitivity, their histor-
ical robustness and the attractive absolute 
yield levels currently make the asset class 
very attractive in our view.

Digital assets and cryptocurrencies 
partially bene� t from the uncertainty

Digital assets recently recorded slight 
�L�Q�Á���R�Z�V���D�J�D�L�Q�����7�K�H���D�V�V�H�W���F�O�D�V�V���W�K�X�V���H�Y�H�Q��
�L�Q�G�L�U�H�F�W�O�\���E�H�Q�H�À���W�H�G���I�U�R�P���W�K�H���U�H�F�H�Q�W���W�X�U�P�R�L�O��
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in the banking sector, as this ultimately led 
to market participants lowering their future 
interest rate expectations again and thus 
being more open to risky forms of  diversi-
�À���F�D�W�L�R�Q���R�Q�F�H���P�R�U�H�����+�R�Z�H�Y�H�U�����L�W���V�K�R�X�O�G���E�H��
�Q�R�W�H�G���K�H�U�H���W�K�D�W���S�U�H�F�L�V�H�O�\���W�K�R�V�H���G�L�Y�H�U�V�L�À���F�D��
�W�L�R�Q���E�H�Q�H�À���W�V���D�U�H���O�L�N�H�O�\���W�R���G�L�P�L�Q�L�V�K���R�Y�H�U���W�L�P�H��
as asset acceptance and mainstream adapta-
tion increase. The correlation to the stock 
market, which has been steadily rising for 
months, seems to substantiate this assump-
�W�L�R�Q�����7�K�H���O�R�Q�J���W�H�U�P���G�L�Y�H�U�V�L�À���F�D�W�L�R�Q���E�H�Q�H�À���W�V��
thus remain questionable, to say the least.

On the real economic level, however, the 
dissemination of  the underlying blockchain 
technology and its application examples is 
progressing steadily; increasing regulation 
could ultimately even be conducive to in-
creasing adaptation and dissemination.

The high probability of  restrictive regula-
tion remains a limiting factor though and is 
likely to limit the price fantasies of  market 
participants for the time being.

Gold in demand again in the wake of 
the banking crisis

The setup for gold had already brightened 
after last year’s volatile sideways movement. 
However, the recent price hikes are primari-
ly due to the increased risk aversion and the 
small shock waves within the banking world, 
which recently went around the globe. The 
function of  gold as a “safe haven” thus 
came abruptly in the precious metal’s 
favor. The current slight USD weakness had 
an additional supportive effect.

However, the dominant driver for the medi-
um and long-term development of  the gold 
price remains the real interest rate. 
The latter has fallen again in the short term 
in response to the stress in the banking 

system, as market participants quickly inter-
preted this as a sign of  a possible future re-
versal of  central bank policies. For the time 
being, however, the actual medium-term 
effect on real interest rates cannot be clearly 
determined. This is because it remains 
unclear which will fall faster – expectations 
regarding future nominal interest rate levels, 
�R�U���W�K�H���L�Q�Á���D�W�L�R�Q���À���J�X�U�H�V�����7�K�H���T�X�H�V�W�L�R�Q���R�I ��
�W�K�H���I�X�W�X�U�H���L�Q�Á���D�W�L�R�Q���S�D�W�K���W�K�X�V���U�H�P�D�L�Q�V���D���N�H�\��
issue, and the two topics will remain closely 
linked.  The recent price gains are therefore 
primarily sentiment-driven and thus also 
susceptible to possible setbacks, provided 
that the market sentiment returns to nor-
mal.

Cyclical commodities in temporary 
quiet mode

The global economy is currently going 
through a challenging phase. The slowdown 
in economic momentum and, in some cases, 
regional recessionary tendencies are also re-
�Á���H�F�W�H�G���L�Q���W�K�H���S�U�L�F�H���W�U�H�Q�G�V���R�Q���W�K�H���F�R�P�P�R�G��
ity markets. As a result, most quotations of  
cyclical commodities, such as oil, gas and 
industrial metals, are well below their highs 
of  the previous year.

The greatest fear and stress in connection 
with Europe’s energy supply security ap-
pears to be over for the time being, and 
price discovery is once again focusing 
increasingly on fundamental drivers, also 
in the case of  crude oil prices. Fears of  an 
imminent drop in demand and the intro-
duction of  a partial price cap in the EU 
drove WTI and Brent crude oil prices in 
�W�K�H���À���U�V�W���T�X�D�U�W�H�U���W�R���O�R�Z�V���O�D�V�W���V�H�H�Q���L�Q�������������D�W��
around USD 65 and USD 70 respectively. 
Before the subsequent production cut of  
the OPEC+ states by another 1.2 million 
barrels of  oil per day drove the market 
prices again over the USD 80 mark. 

However, the forces of  supply and demand 
seem to be relatively balanced overall, in 
particular because the OPEC+ countries are 
likely to continue their efforts to counteract 
any production surpluses with further cuts 
in a timely manner. We therefore expect 
crude oil prices to remain within the trading 
range that has existed for half  a year for the 
time being.  

In the area of  industrial metals, we con-
�W�L�Q�X�H���W�R���H�[�S�H�F�W���W�K�D�W���W�K�H���E�H�Q�H�À���F�L�D�U�L�H�V���R�I ��
overarching and structural growth themes 
such as “energy transition” and “electronic 
vehicles” hold high price potential in the 
medium term. Inventories of  those metals 
remain at relatively low levels, despite the 
current economic slowdown. Hence, these 
�F�R�P�P�R�G�L�W�L�H�V���V�K�R�X�O�G���E�H�Q�H�À���W���G�L�V�S�U�R�S�R�U�W�L�R�Q��
ately from a resumption of  positive macro-
economic growth momentum. Until then, 
however, volatility is likely to remain high in 
this segment as well.
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Monetary policy dictated the course of  
�F�X�U�U�H�Q�F�\���P�D�U�N�H�W�V���L�Q���W�K�H���À���U�V�W���T�X�D�U�W�H�U�����.�H�\��
�W�R�S�L�F�V���L�Q�F�O�X�G�H�G���L�Q�Á���D�W�L�R�Q�����R�I ���F�R�X�U�V�H�����E�X�W��
also the extremely robust state of  the US 
labor market, which could stoke further 
�L�Q�Á���D�W�L�R�Q�D�U�\���S�U�H�V�V�X�U�H�����&�X�U�U�H�Q�F�\���W�U�D�G�H�U�V���D�O�V�R��
had to contend with some big surprises in 
March, when problems in the US banking 
sector, the acquisition of  Credit Suisse by 
�8�%�6�����D�Q�G���Z�R�U�U�L�H�V���D�E�R�X�W���D���G�H�H�S�H�U���À���Q�D�Q�F�L�D�O��
crisis raised doubts concerning the ability 
of  central banks to simultaneously ensure 
�S�U�L�F�H���V�W�D�E�L�O�L�W�\���D�Q�G���À���Q�D�Q�F�L�D�O���V�W�D�E�L�O�L�W�\�����:�K�L�O�H��
tighter monetary policy is needed to stabilise 
�S�U�L�F�H�V�����L�W���F�R�X�O�G���D�O�V�R���S�R�V�H���D���W�K�U�H�D�W���W�R���À���Q�D�Q�F�L�D�O��
stability.

Seemingly unimpressed by these concerns, 
�W�K�H���P�D�M�R�U���F�H�Q�W�U�D�O���E�D�Q�N�V���R�I ���:�H�V�W�H�U�Q���F�R�X�Q�W��
ries, including the US Federal Reserve, the 
ECB, the Bank of  England (BoE), and the 
Swiss National Bank (SEB), sent a signal in 
March when they raised their base interest 
rates further. Nevertheless, the Fed’s interest 
rate hike of  only 25 basis points was rela-
tively small. In the absence of  problems in 
the banking sector, the Fed would have 
probably raised its base rate by 50 basis 
points on the basis of  robust fundamental 
data on the US economy. Also in the nearer 
term, the Fed is likely to respond more 
cautiously than other central banks to turbu-
lence in the banking sector. That is a nega-
tive for the US dollar.

C U R R E N C Y  M A R K E T S :  C E N T R A L  B A N K S  I N  F O C U S 

B Y  D R .  J Ö R N  Q U I T Z A U ,  B E R E N B E R G  G R O U P
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Euro continues to rise

�/�R�R�N�L�Q�J���E�D�F�N���E�U�L�H�Á���\�����W�K�H���H�X�U�R���L�Q�L�W�L�D�O�O�\���F�R�Q��
tinued the recovery trend from the fourth 
quarter of  2022 in the early weeks of  2023, 
rising to around USD 1.10 per euro at the 
peak. But the forward march was halted 
when the US labor market data for January 
came out, showing that the labor market in 
that country remains strong. The US unem-
ployment rate fell to 3.4%, the lowest level 
in more than 50 years. This news changed 
the expectations for US monetary policy 
due to the fact that the Fed has a dual man-
date of  promoting both price stability and 
high employment. The employment goal 
having been achieved with an unemploy-
ment rate of  3.4%, the Fed can now focus 
�H�Y�H�Q���P�R�U�H���R�Q���F�R�P�E�D�W�L�Q�J���L�Q�Á���D�W�L�R�Q�����&�R�Q�V�H��
quently, market players braced themselves 
for a much tighter monetary policy. 

�&�X�U�U�H�Q�F�\���P�D�U�N�H�W�V���U�H�Á���H�F�W�H�G���W�K�H���F�K�D�Q�J�H�G��
expectations immediately. As soon as the 
US labor market data were announced, the 
dollar rose and the Euro fell, drawing slowly 
closer to the mark of  USD 1.05 per euro. 
The stress in the banking sector caused 
wider swings in the currency markets. The 
market struggled to determine which of  
the following arguments is weightier: would 
the risk situation bolster the US dollar by 
virtue of  its safe-haven status? Or would the 
dollar suffer from the fact that the US Fed 
�Z�L�O�O���K�D�Y�H���W�R���S�D�\���P�R�U�H���D�W�W�H�Q�W�L�R�Q���W�R���À���Q�D�Q�F�L�D�O��
stability and therefore not raise interest rates 
by as much as originally intended? Ulti-
mately, the interest rate argument won out 
and the market priced-in a somewhat less 
hawkish US monetary policy. As a result, the 
European single currency rose to around 
USD 1.10 per euro. 

We regard any setbacks in the upward 
march of  the EUR/USD exchange rate as 
merely temporary and not indicative of  a 
general trend reversal. The extremely low 
euro exchange rates below the level of  
parity in the autumn of  2022 were due to 
the widened interest rate differential and 
the uncertainty regarding how well Europe 
would make it through the winter without 
Russian natural gas deliveries. As the feared 
natural gas shortages did not materialise, 
the corresponding risk was gradually priced 
out of  the exchange rate. The outlook for 
natural gas supplies in the next winter is also 
positive. We therefore remain moderately 
positive in our outlook for the euro 
exchange rate.

Swiss franc: about-face for the 
Swiss National Bank

The euro is trading within an extremely 
narrow band against the Swiss franc. Alt-
hough the lows of  around CHF 0.94 to the 
euro belong to the past, breakout attempts 
to rise above parity have been short-lived. 
Thus, the exchange rate has settled in at 
around CHF 1.00 and is trending some-
what lower than that. In the meantime, the 
SNB is pushing for a strong franc to curb 
�L�Q�Á���D�W�L�R�Q�����,�Q���W�K�H���O�D�V�W���I�H�Z���\�H�D�U�V�����W�K�H���6�1�%���K�D�G��
regularly attempted to weaken the Swiss 
franc in order to protect Swiss exporters. 
In that sense, the SNB has now made a 
remarkable about-face. By making imports 
cheaper, the high exchange rate of  the 
�I�U�D�Q�F���K�D�V���N�H�S�W���L�Q�Á���D�W�L�R�Q���U�H�O�D�W�L�Y�H�O�\���P�R�G�H�U�D�W�H����
�:�K�H�U�H�D�V���(�X�U�R�]�R�Q�H���L�Q�Á���D�W�L�R�Q���U�D�W�H�V���S�H�D�N�H�G���L�Q��
�W�K�H���G�R�X�E�O�H���G�L�J�L�W�V�����W�K�H���6�Z�L�V�V���L�Q�Á���D�W�L�R�Q���U�D�W�H���K�D�V��
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not exceeded 3.5% so far. We do not expect 
the euro to appreciate or depreciate all that 
much against the Swiss franc.

British pound: is the interest rate hiking 
cycle already over despite sky-high in� ation 
rates?

After oscillating around the level of  GBP 
0.85 per euro for quite some time, the Bri-
tish pound has come under some pressure 
in the last few months. The euro has con-
sistently traded above GBP 0.85 per euro, 
with intermittent breakouts in the direction 
�R�I ���������������+�L�J�K���L�Q�Á���D�W�L�R�Q�����W�L�J�K�W�H�U���E�R�U�U�R�Z�L�Q�J��
conditions and the Russian invasion of  
Ukraine are weighing on sentiment and de-
pressing real growth. The UK economy will 
probably remain stagnant until the summer. 
The BoE can be expected to not tighten 
monetary policy further after the recent 

25-basis point interest rate increase to 
4.25%. Due to the large size of  the bank-
ing sector as a percentage of  the UK ’s 
total economic output, the BoE will need 
to proceed cautiously in light of  tensions in 
the banking sector. The fact that the rate of  
�L�Q�Á���D�W�L�R�Q���U�H�P�D�L�Q�V���L�Q���G�R�X�E�O�H���G�L�J�L�W���W�H�U�U�L�W�R�U�\���L�V��
�S�U�R�E�O�H�P�D�W�L�F�����,�Q���I�D�F�W�����L�Q�Á���D�W�L�R�Q���V�X�U�S�U�L�V�L�Q�J�O�\��
rose further from 10.1% to 10.4% in 
�)�H�E�U�X�D�U�\�����,�Q�Á���D�W�L�R�Q���Z�L�O�O���S�U�R�E�D�E�O�\���H�D�V�H���F�R�Q��
siderably in the further course of  the year, 
albeit not by as much as in the Eurozone. 
This development could further weaken the 
pound to some extent, considering that the 
ECB can be expected to raise its base inter-
est rates a little further, unlike the BoE. All 
things considered, however, we believe that 
the upside potential of  the Euro against the 
Pound is limited. 
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Swiss banks and Switzerland as a banking 
�F�H�Q�W�H�U���K�D�Y�H���D�O�Z�D�\�V���H�Q�M�R�\�H�G���D�Q���H�[�F�H�O�O�H�Q�W��
reputation. Commonly cited reasons include 
stability (rule of  law, politics, currency), ex-
�F�H�O�O�H�Q�F�H�����Z�R�U�O�G���O�H�D�G�L�Q�J�����L�Q�Q�R�Y�D�W�L�Y�H���À���Q�D�Q�F�L�D�O��
center, and centuries of  banking experien-
ce, coupled with the highest standards of  
quality), universal product offering (cultural-
ly diverse banks serving all asset classes in 
every part of  the world, strict focus on the 
clients), the attractive environment (liberal, 
highly business-friendly environment, low 
taxes), and trust (banking secrecy, protection 
�R�I ���À���Q�D�Q�F�L�D�O���G�D�W�D���I�U�R�P���W�K�L�U�G���S�D�U�W�L�H�V������
Another important, if  not the most 

important aspect for the future, and one 
that is rarely mentioned, unfortunately, is 
the fact that Switzerland is very cosmopoli-
tan and international. Despite the country’s 
small size, it has renowned universities, 
which attract young, open-minded talents 
from all over the world. This unique talent 
pool concentrated in a small geographical 
area is ideal for banks. Especially in wealth 
management, banks need inquisitive, know-
ledge-hungry, cosmopolitan, and very well-
trained employees. And why is that so 
important? Because our clients share and 
seek these exact qualities. Having served 
as an executive in private banking in 

� • � � � � � � � � � • ��
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Luxembourg, Germany and Switzerland has 
taught me  that this small country is really a 
leader in these respects.

�7�K�H���6�Z�L�V�V���À���Q�D�Q�F�L�D�O���F�H�Q�W�H�U���K�D�V���U�H�S�H�D�W�H�G�O�\��
�I�D�F�H�G���P�D�M�R�U�����V�R�P�H�W�L�P�H�V���H�Y�H�Q���H�[�L�V�W�H�Q�W�L�D�O��
�F�U�L�V�H�V���²���H�L�W�K�H�U���W�R���W�K�H���À���Q�D�Q�F�L�D�O���F�H�Q�W�H�U���D�V���D��
whole or to individual banks. In any case, 
the country has always managed to over-
come these critical situations and even turn 
them into opportunities. This resilience can 
be credited in part to the country’s excellent 
reputation particularly in the area of  wealth 
management, but also to the stability of  its 
political and economic system and above 
all banking secrecy. And so, it’s no surprise 
that the threats to Switzerland’s status as 
�D���À���Q�D�Q�F�L�D�O���F�H�Q�W�H�U���K�D�Y�H���S�U�L�P�D�U�L�O�\���U�H�Y�R�O�Y�H�G��
around the question of  the application and 
scope of  banking secrecy. Examples of  such 
threats include the taxation-related dis-
putes with individual EU countries, especial-
ly Germany and France, but also the 
United States. Switzerland was right to 
soften the strict application of  banking 
secrecy, particularly in matters of  tax 
�H�Y�D�V�L�R�Q�����D�Q�G���M�R�L�Q���W�K�H���L�Q�W�H�U�Q�D�W�L�R�Q�D�O���V�\�V�W�H�P���R�I ��
automatic information sharing. The transpa-
rency resulting from such steps has perman-
ently changed the nature of  Switzerland as a 
banking center. All of  a sudden, the quality 
�R�I ���D���6�Z�L�V�V���E�D�Q�N���Z�D�V���Q�R���O�R�Q�J�H�U���M�X�G�J�H�G���E�\���L�W�V��
ability to hide money, but rather its ability to 
invest money in the best possible way. This 
developments caused the comparison and 
competition between banks to rise, which 
in turn increased the quality of  most banks.
Even if  one would have liked to see the 
country derive somewhat more negotiat-ing 
leverage from the proposed relaxation of  
banking secrecy rules, say by linking it to 
other important issues for Switzerland as a 
banking center such as free market access in 
parts of  Europe, the threats to Switzerland’s 
�V�W�D�W�X�V���D�V���D���À���Q�D�Q�F�L�D�O���F�H�Q�W�H�U���K�D�Y�H���Q�H�Y�H�U�W�K�H�O�H�V�V��
proved that the country’s institutions can 
turn threats into opportunities and in the 

process permanently enhance the country’s 
�D�S�S�H�D�O���D�V���D���P�D�M�R�U���À���Q�D�Q�F�L�D�O���F�H�Q�W�H�U�����7�K�H���V�D�P�H��
can be said of  the very strict anti-money 
laundering laws in Switzerland. Also in this 
respect, the country has since set worldwide 
standards, ultimately bolstering its reputa-
tion internationally.

�7�R���G�D�W�H�����P�D�M�R�U���S�U�R�E�O�H�P�V���D�I�I�H�F�W�L�Q�J���L�Q�G�L�Y�L��
dual banks have always been of  their own 
making. In most cases, the banks’ manage-
�P�H�Q�W���K�D�G���E�H�H�Q���G�H�À���F�L�H�Q�W���I�R�U���\�H�D�U�V���D�Q�G���\�H�D�U�V����
Failures of  smaller banks rarely attracted 
public attention because the banks in ques-
tion simply disappeared. But it’s a different 
situation when larger banks are involved. As 
shown by the UBS crisis in 2008 and now 
the Credit Suisse (CS) crisis, these banks are 
�M�X�V�W���W�R�R���E�L�J���D�Q�G���L�P�S�R�U�W�D�Q�W���I�R�U���6�Z�L�W�]�H�U�O�D�Q�G��
to be allowed to fail. This should not be 
all too surprising after 2008. Could we not 
have assumed that the management of  these 
�E�D�Q�N�V�����D�V���Z�H�O�O���D�V���J�R�Y�H�U�Q�P�H�Q�W���R�I�À���F�L�D�O�V���D�Q�G��
bank regulators, would recognize this pro-
blem and keep it under control? Not 
anymore, apparently. Above all, it seems 
that little has changed in the management 
of  these banks. Large banks appear to have 
a special problem compared to smaller or 
even owner-managed institutions. The 
management teams of  larger banks have 
become completely disconnected from the 
interests of  clients. While this may seem 
strange, it is in fact to be expected. That 
is because at large banks, those who have 
climbed to a certain level of  the organizatio-
nal hierarchy must turn their attention away 
from the day-to-day business with clients. 
Sometimes, bankers in the upper third 
of  management only manage themselves 
and not infrequently put their own needs 
ahead of  the needs of  clients and emp-
loyees, whom they do not even know, but 
also take no interest in. Indeed, the banks’ 
organisational structure prevents or even 
forbids them from dealing with clients and 
employees. And their work is not seldomly 
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supervised by persons in comparable roles 
and positions. And if  one of  these execu-
tives wants to leave or has no choice but 
to leave, he will often enough turn up in 
another bank with a comparable struc-
ture or, in some cases, even return later as 
�D���´�V�D�Y�L�R�U�µ�����7�K�H�\���M�X�V�W�L�I�\���W�K�H�L�U���H�[�W�U�H�P�H�O�\���K�L�J�K��
compensation packages by citing the high 
level of  responsibility they bear. However, 
they are either not held to account or the 
bank must carry expensive D&O insurance 
to protect against these risks at the cost of  
shareholders. Nevertheless, this is not fun-
damentally a Swiss phenomenon, but can be 
observed at many very large banks throug-
hout the world.

In Switzerland, however, this phenomenon 
unfortunately became a Swiss problem. 
�:�K�H�Q���W�R�R���P�D�Q�\���F�O�L�H�Q�W�V���O�R�V�W���F�R�Q�À���G�H�Q�F�H���L�Q��
CS, it experienced detrimental liquidity pro-
blems. The only way to avoid bankruptcy 
was a government-ordered shotgun wedding 
between UBS and CS, creating a market-
dominating institution in Switzerland and a 
�J�L�J�D�Q�W�L�F���J�O�R�E�D�O���S�O�D�\�H�U���Z�K�L�F�K���L�V���Q�R�Z���G�H�À���Q�L�W�H��
ly “too big to fail”. Having already realized 
this fact, the new CEO seemingly prefers 
it to being “too small to survive” because 
he wants to be a winner, of  course. We can 
well argue about whether the Swiss govern-
ment, the FINMA, or even the Swiss Natio-
nal Bank failed in their roles for years and 
years. We can well ask why the “too big to 
fail” laws, which are something of  a safety 
blanket for large banks, were not applied or 
were not applicable in this case. It is equally 
futile to argue about whether this takeover 
coupled with huge government guarantees 
was or was not the best of  all possible solu-
tions. 

�+�R�Z�H�Y�H�U�����W�K�L�V���P�D�M�R�U���F�U�L�V�L�V���D�O�V�R���U�H�Y�H�D�O�H�G��
something that no one should dismiss, 
namely that Switzerland again demonstra-
�W�H�G���W�K�H���V�W�D�E�L�O�L�W�\���D�Q�G���V�D�I�H�W�\���R�I ���L�W�V���À���Q�D�Q�F�L�D�O��
industry. Under extreme time pressure, the 

�U�H�V�S�R�Q�V�L�E�O�H���R�I�À���F�L�D�O�V���D�Q�G���E�D�Q�N���U�H�S�U�H�V�H�Q�W�D��
tives averted not only a Swiss crisis, but an 
�L�Q�W�H�U�Q�D�W�L�R�Q�D�O���À���Q�D�Q�F�L�D�O���F�U�L�V�L�V���Z�L�W�K���X�Q�L�P�D�J�L�Q�D��
ble consequences. Switzerland proved once 
again that it can respond very quickly and 
effectively and sometimes take unconven-
tional approaches to avert what would have 
been an existential crisis for many. Thus, it 
acted in the interest of  not only Switzer-
land, but all other countries as well. 

Switzerland must now prove that it can also 
�W�D�P�H���W�K�H���J�L�J�D�Q�W�L�F���E�D�Q�N���L�W���K�D�V���M�X�V�W���F�U�H�D�W�H�G����
�%�X�W���À���U�V�W���W�K�H�U�H���Z�L�O�O���E�H���D���W�L�G�\�L�Q�J���X�S���D�Q�G���U�H���L�Q��
stalling a certain order. Both institutions will 
be occupied with the merger for a very long 
time. But other big mergers have shown that 
this is possible and can even unlock great 
opportunities. They will no doubt proceed 
cautiously. The government guarantees will 
help to stabilize the situation and maintain 
calm. Certainly, many clients who had made 
a deliberate choice not to work with either 
or both of  these banks will be looking for 
other banks. In this case, clearly, one plus 
one does not equal two. Beyond a doubt, 
�V�R�P�H���M�R�E�V���Z�L�O�O���E�H���H�O�L�P�L�Q�D�W�H�G���D�V���Z�H�O�O�����+�R�Z�H��
ver, both banks generally have highly trained 
employees. And as the worldwide market 
for Swiss banks continues to grow without 
bounds, they have reason to trust that they 
�Z�L�O�O���À���Q�G���Q�H�Z���R�S�S�R�U�W�X�Q�L�W�L�H�V�����8�O�W�L�P�D�W�H�O�\�����D��
very large, internationally competitive bank 
will emerge. The Swiss FINMA will live 
up to its responsibilities by establishing a 
�V�S�H�F�L�D�O���U�H�J�X�O�D�W�R�U�\���U�H�J�L�P�H���I�R�U���W�K�L�V���P�D�M�R�U���Q�H�Z��
bank. Indeed, they will have learned from 
possible mistakes in the past. Most import-
antly of  all, however, the management must 
renew itself  and focus less on itself  and 
more on entrepreneurial virtues and clients’ 
needs. If  they succeed in this, the new bank 
will further strengthen Switzerland’s posi-
�W�L�R�Q���D�V���D���À���Q�D�Q�F�L�D�O���F�H�Q�W�H�U����

But even if  they do not succeed in this and 
clients lose faith in the new UBS, as they 
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recently had in CS, they could be bailed out. 
The Swiss National Bank can print un-
limited francs and therefore provide nearly 
unlimited liquidity. The new bank also holds 
adequate foreign currency reserves. And if  
necessary, the new UBS could be nationa-
lized. Switzerland will do everything it takes 
to keep this bank from going under, which 
would be a heavy blow to Switzerland’s 
reputation, of  course. Then again, the coun-
try also withstood the demise of  Swissair in 
2002, even though it wounded the national 
pride of  the Swiss people. Highly improba-
ble though it is, a possible bankruptcy of  
UBS would not adversely impact industry 
and tourism to any great degree. Small ent-
erprises could still rely on the Swiss regional 
banks, while large enterprises could raise 
funds internationally.

And fortunately, Switzerland is blessed not 
only with large banks, but also many smal-
ler, entrepreneurial, and owner-managed 
banks that put clients and employees at 
the center of  all their work. These smaller 
banks are increasingly becoming a corrective 
counterpart to the large banks that have 
become disengaged from clients. But they 
too would certainly not be completely 
immune to the effects of  a global banking 
crisis. On the other hand, they know their 
clients, take their responsibility to them 
seriously, and take pains to ensure adequate 
�U�L�V�N���G�L�Y�H�U�V�L�À���F�D�W�L�R�Q���Z�K�H�Q���L�Q�Y�H�V�W�L�Q�J���W�K�H���D�V�V�H�W�V��
entrusted to them. They are quick and agile, 
like a speedboat as opposed to a tanker. 

In summary, it can be said that after the 
merger, Switzerland will continue to be one 
of  the world’s most important banking 
centers, especially for wealth management. 
The country has proved that it can handle 
any crisis threatening the status of  Switzer-
land as a banking center and ultimately use 
the crisis as an opportunity. When other 
�À���Q�D�Q�F�L�D�O���F�H�Q�W�H�U�V���Z�H�U�H���W�H�H�W�H�U�L�Q�J���R�Q���W�K�H���E�U�L�Q�N��
of  crisis because of  a Swiss bank (Credit 

Suisse in this case), Switzerland showed that 
it can act swiftly and courageously to pro-
�W�H�F�W���W�K�H���J�O�R�E�D�O���À���Q�D�Q�F�L�D�O���V�\�V�W�H�P�����,�W���Z�L�O�O���W�D�N�H��
time for the new UBS to digest the merger, 
�E�X�W���L�W���Z�L�O�O���X�O�W�L�P�D�W�H�O�\���H�P�H�U�J�H���D�V���D���P�D�M�R�U����
internationally competitive bank whose suc-
cess will depend in large part on the quality 
of  the management. If  the new bank falters, 
improbable though it is, it can be bailed out.

Nevertheless, bank clients should seize this 
moment as an occasion to ask themselves 
if  their banking risks are adequately diversi-
�À���H�G�����7�K�H�\���V�K�R�X�O�G���U�H���H�Y�D�O�X�D�W�H���W�K�H�L�U���E�D�Q�N���D�Q�G��
challenge its management. They should also 
review their investment strategy to make 
sure they are adequately protected against 
bank failures.

�%�H�V�L�G�H�V���E�D�L�O�L�Q�J���R�X�W���P�D�M�R�U���E�D�Q�N�V���Z�K�H�Q���Q�H��
cessary, Switzerland also invests substantial 
sums of  money in the country’s infrastruc-
ture, innovation, education and culture. 
The country’s internationally renowned 
universities attract talent from all over the 
�Z�R�U�O�G�����$�Q�G���W�K�H���F�R�X�Q�W�U�\���K�D�V���P�R�U�H���W�K�D�Q���M�X�V�W��
�D���P�D�M�R�U���E�D�Q�N�����E�X�W���P�D�Q�\���V�P�D�O�O�H�U�����S�U�L�Y�D�W�H��
banks as a counterweight. All these factors 
guarantee the future success of  Switzerland 
as a banking center. 
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information provided is not legally binding and does not constitute 

�À���Q�D�Q�F�L�D�O���D�Q�D�O�\�V�L�V�����Q�R�U���D���V�D�O�H�V���S�U�R�V�S�H�F�W�X�V�����Q�R�U���D�Q���R�I�I�H�U���I�R�U���L�Q�Y�H�V�W�P�H�Q�W��
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�D�� �V�X�E�V�W�L�W�X�W�H�� �I�R�U�� �O�H�J�D�O���� �W�D�[���� �R�U�� �À���Q�D�Q�F�L�D�O�� �D�G�Y�L�F�H���� �%�H�U�J�R�V�� �$�*�� ���U�H�I�H�U�U�H�G��

to hereinafter as »Bergos«) reserves the right to change the offering 

of  services and products, as well as prices, at any time without prior 

notice. Bergos assumes no responsibility for the topicality, correctness, 

or completeness of  the information. Bergos refuses any and all liability 

for the realization of  the forecasts or other statements concerning 

returns, price gains or other asset appreciation contained in this 

publication.

This publication was not prepared in compliance with the Directives 

�R�Q���W�K�H���,�Q�G�H�S�H�Q�G�H�Q�F�H���R�I ���)�L�Q�D�Q�F�L�D�O���5�H�V�H�D�U�F�K���D�Q�G���L�V���D�O�V�R���Q�R�W���V�X�E�M�H�F�W���W�R��

�W�K�H���S�U�R�K�L�E�L�W�L�R�Q���R�I ���W�U�D�G�L�Q�J���D�I�W�H�U���W�K�H���G�L�V�V�H�P�L�Q�D�W�L�R�Q���R�I ���À���Q�D�Q�F�L�D�O���U�H�V�H�D�U�F�K����

The investment suggestions and investment ideas stated herein 

have not been tailored to your personal circumstances. Investment 
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risk appetite and risk tolerance. Because investment suggestions and 
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�W�K�D�W���\�R�X���U�H�D�G���W�K�H���V�S�H�F�L�À���F���S�U�R�G�X�F�W���L�Q�I�R�U�P�D�W�L�R�Q���D�Q�G���E�U�R�F�K�X�U�H���H�Q�W�L�W�O�H�G��
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in investment instruments concerning which this document contains 
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currently provides, or will provide services to the issuers of  such 

investment instruments. It can also not be ruled out that employees 

or directors of  Bergos have worked, currently work, or will work for 

the issuers of  such investment instruments. Therefore, Bergos itself  

or its directors or employees could have an interest in the future 

performance of  investment instruments. This information is only 

intended for use by the recipient and may not be forwarded to third 

parties. The present information may not be copied in part or in full 

without the written consent of  Bergos.
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