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Editorial

Dear Readers

On page 4, in the article "2021 - Prime example of a Wall of Worry", we explain why the stock
markets were able to make strong gains in 2021 despite many uncertainties and risks.

In the December 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? Our investment advisors look forward to
hearing from you and will be happy to talk to you perso-nally.

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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Today:

2021 — paradigmatic wall of worry

Equities

Another eventful year is coming to an end.
Delta, Omicron, record government debt,
rising inflation, negative real interest rates,
economic worries, and high equity valua-
tions are just a few of the fears that have
accompanied investors this year. Despite
all these risks, investors —who did not allow
themselves to be rattled — were able to
achieve considerable returns through eqg-
uity investments. The most important mar-
ket indices reached new all-time highs and
are clearly in the black:

Climbing the wall of worry
Indexed performance in local currency from
1 January to 15 December 2021
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+20.7%

+12.8%
N +11.0%
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—MSCI World (Global) —S&P 500 (USA) Stoxx Europe 600 (Europe)
—FTSE 100 (UK) SMI (Switzerland) —DAX (Germany)
: Bloomberg and NEUE BANK AG

This phenomenon is called "climbing the
wall of worry". With each further rise in the
equity markets, the pain and fears of inves-
tors who are not yet invested increase. No
one wants to miss out on the rally, and little
by little investors enter the market despite
their scepticism. A wall of worry can last a
very long time and often only ends when
the sentiment becomes very euphoric. In
our view, the wall of worry still has potential
in the coming year. Despite possible mone-
tary tightening, expansionary central bank
policies continue to be a support for the
markets. Moreover, the persistently nega-
tive level of real interest rates should mean
that the TINA argument ("there is no alter-
native") will continue to hold, and equities
will remain the preferred asset class. Due
to the increased volatility in the reporting

month, the NEUE BANK traffic light has
fallen from green to amber, which has
caused us to reduce our equity exposure to
neutral.

NEUE BANK TRAFFIC LIGHT

neutral
Economy

At the beginning of the year, concerns
about economic development surfaced due
to the Delta variant of the coronavirus. In
retrospect, however, these concerns were
unfounded, and the recovery of the global
economy continued with an above-average
growth rate. We are currently in the same
situation again with the Omicron variant.
With each wave of the pandemic, however,
the negative impact on the economy has di-
minished, and a weak quarter has been fol-
lowed by a strong one. The economy has
learned to cope with the virus. We therefore
expect strong economic growth in 2022 as
well, given that there is still a gap to pre-
crisis levels in some areas and the catch-
up effects are likely to continue.

Bonds

Due to the economic recovery and rising in-
flation, yields rose this year — in some
cases significantly — which consequently
led to lower bond prices. Investment grade
bonds have hardly made any money this
year. The Bloomberg Global Aggregate
Bond Index, for example, has lost about 2%
in currency-hedged terms against the CHF.
In the US, inflation rose to 6.8% in Novem-
ber — the highest level since the early
1980s. Until now, central bankers believed
that inflation was only temporary. But the
price pressure is more persistent than ex-
pected. In light of this, central banks are
coming under increasing pressure to adjust
their ultra-expansionary monetary policy.

3 | Our opinion December 2021



B
NEUE BANK

The US Federal Reserve will reduce its

bond pUrChaseS more qU|Ck|y than planned, Alternative i_nvestmem.s, momentum strategy

. . el . . Indexed performance in USD from 1 April 2020 to 15 December 2021
implementing initial interest rate hikes as

early as next year. In the Eurozone (4.9%)

and Switzerland (1.5%), price pressure is
not yet quite as high, which is why the ECB

and SNB will probably not be forced to start

raising interest rates in 2022. If inflation

proves to be persistent, a difficult environ- - TP

ment in this asset class should also be ex-

pected next year.

Alternative investments oy T

Source: Bloomberg and NEUE BANK AG

The story that gold could serve well as an
inflation hedge in the portfolio has not
proven to be true this year, despite strongly _ _ -
rising inflation rates. On the contrary, the clients compared with a pure gold position
yellow precious metal has fallen about 6% (see chart).

(in USD) since the beginning of the year. In Currencies

our asset management mandates, gold is
not a fixed component of the asset alloca-
tion, but can be included in the portfolio only
as a tactical position as part of our momen-
tum strategy. This was most recently the
case from the end of March 2020 until the
end of September 2020. The position was
then swapped for a broadly diversified com-
modity ETF. The next signal came at the
beginning of April 2021, when we switched
the commaodity ETF into a listed private eg-
uity ETF.

This dynamic approach has allowed us to
generate significant outperformance for our

Normally, the Swiss franc tends to weaken
when the markets switch to "risk on" mode.
This year has been very different: The CHF
has appreciated against all major curren-
cies — except the USD. The high current ac-
count surplus, the low level of government
debt, and the still relatively low interest rate
differential make the CHF attractive in both
good and bad times. This is likely to remain
the case for now. Our trend indicators also
reflect this picture and advise hedging for-
eign currencies against the CHF, with the
exception of the USD.

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 EUR?

-3.41% ‘ 11.11% -1.75% 34.29% ‘ 9.57% 37.94%

6.77% 9.57% -5.64% 28.93% 12.52% 23.43%

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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