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Dear Readers

The article “I’ll be back” discusses whether we are facing 
another rise in inflation and what the consequences could be.

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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“I’ll be back”
Economy

“I’ll be back” – Arnold Schwarzenegger became a legend with this quote 
as the Terminator. The iconic line could also apply to inflation in 2025, 
which has the potential to make a comeback. So far, the US Federal 
Reserve has failed to push inflation further towards its 2% target. In 
January, the core inflation rate (excluding food and energy prices) 
rose by 0.4% over the previous month – more than economists had 
expected and twice as much as in December. As a result, the annual 
rate climbed to 3.3% and has barely moved since mid-2024. A study 
by the International Monetary Fund (IMF) on historical price shocks 
reveals a worrying pattern: After an initial decline, inflation often tends 
to flare up again. The IMF economists reached the following conclusion: 

“Inflation fell significantly within the first three years after the initial 
shock but then stagnated at a high level or accelerated again.”
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The US economy is currently in precisely this critical phase. The infla-
tion trend is proving to be “sticky” – stubborn and persistent. In the 
second half of 2024, US economic output grew above its potential 
rate. Strong economic data, a robust labour market, and stable con-
sumer spending suggest that growth of over 2% is also expected for the 
current quarter. This economic strength is the main reason for infla-
tion’s continued persistence. Additional price pressure could arise from 
President Trump’s protectionist policies. His proposed tariffs and immi-
gration restrictions could drive up supply-side costs, while pro-growth 
measures such as tax cuts and deregulation could further fuel demand-
driven inflationary pressures. In an economy already operating at full 
capacity, such measures are likely to give inflation an additional boost. 
As a result, inflation remains a key factor that will continue to keep 
markets on edge this year.

Equities

Since the election of Donald Trump, the US equity market has struggled 
to gain momentum after the brief “Trump bump”. Since the start of the 
year, it has recorded a slight decline, with US equity markets falling well 
short of the optimistic forecasts made by many financial experts. At the 
end of 2024, analysts had expected US markets to significantly outper-
form global markets in 2025 – but so far, the opposite has been true. 
Other regions are showing much stronger growth, such as the Swiss 
equity market, which, with its defensive characteristics, had already 
gained more than 10% by the end of February, clearly outperforming the 
US. A key reason for the weak performance of US markets is the pres-
ident’s unpredictable policies, which are causing uncertainty among 
investors. Rising inflation fears are also reviving memories of the sharp 
inflation surge in 2021–22 and its impact on equity markets. As long as 
these uncertainties persist, market conditions are likely to remain vola-
tile.
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Bonds

The rise in inflation risks is also reflected in 5-year US inflation expec-
tations, which are calculated from the difference between the yield on 
5-year US government bonds and the yield on 5-year inflation-linked 
US government bonds. Since September 2024, expectations have 
increased from below 2% to the current level of 2.6%.

In such an environment, inflation-linked bonds can offer a degree of 
protection, as their principal and coupon payments adjust in line with 
accumulated inflation. These securities are designed to outperform 
nominal government bonds when actual inflation exceeds expectations, 
helping to offset unexpected price pressures. At present, investors still 
seem to have confidence in central banks’ ability to keep inflation under 
control, resulting in limited demand for an additional risk premium. 
This creates an opportunity to build positions in inflation-linked bonds, 
which can add strategic value to a diversified portfolio in the current 
climate.

Currencies

After Canada and Mexico, the EU is now also in Donald Trump’s sights. 
From 1 April 2025, the US president is threatening to impose tariffs 
of 25% on numerous European goods. However, higher tariffs drive up 
the cost of imported goods and could further fuel inflation in the US. If 
Trump fully implements his announcements, significant price increases 
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would be expected. In such a scenario, the US Federal Reserve would 
face a difficult decision: To keep inflation under control, it would need to 
maintain high interest rates for longer – or, in the worst case, even raise 
them again. The goal behind Trump’s protectionist measures is likely 
to be reducing US dependence on foreign goods. Fewer imports would 
lower demand for foreign currencies and strengthen the US dollar. At 
the same time, a smaller trade deficit – driven by increased exports and 
reduced imports – could further support the greenback. That, at least, 
is the president’s wishful thinking. In reality, the affected countries 
are unlikely to accept such measures without retaliation. Counter-tar-
iffs could weigh on American exports while simultaneously pushing up 
the cost of imported goods. In the long run, an escalating trade conflict 
would produce no real winners. Instead, the risk of economic disrup-
tions looms, with consequences that are difficult to predict.

Alternative investments

After a period of consolidation, gold resumed its upward trajectory, 
reaching a new high of USD 2,956 per ounce. This rally is particu-
larly remarkable given that, from a historical perspective, the current 
market environment is not especially favourable for gold. Riskier asset 
classes are in high demand, while yields on US government bonds 
remain elevated – making gold, which generates no interest income, 
appear less attractive. Nevertheless, market participants who are not 
fully convinced by the positive outlook are turning to gold for protec-
tion. The precious metal offers a degree of security, particularly amid 
growing inflation fears. Analysts also recommend gold as a hedge 
against Trump’s unpredictable policies. Additionally, ongoing concerns 
about the precarious state of US government debt provide further argu-
ments in favour of gold. Beyond this, gold has solidified its reputation in 
developing countries as a reliable store of value – without any real com-
petition. Meanwhile, both the Chinese and Russian central banks are 
increasing their gold reserves to gradually reduce their dependence on 
the US dollar. Given these factors, there are currently few arguments 
against gold. Our momentum indicator also responded at the beginning 
of February, leading us to build a position in gold at the expense of listed 
private equity.
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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.

PRIMUS–ETHICS
With the PRIMUS-ETHICS asset management mandate, we give inves-
tors the opportunity to incorporate environmental and social consider-
ations into their investment decisions alongside financial aspects. We 
invest your assets in ethically and morally sound companies and apply 
professional 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

28.02.2025 2024 2023 2022 2021 2020

PRIMUS-ETHICS Equities World 1.77% 24.24% 11.37% -30.09% 32.10% 11.50%
Benchmark -0.09% 20.10% 7.24% -22.63% 21.89% 12.09%
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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


