Outlook 2022 – Q1
Our investment views
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Calendar of events 2022
January 17 to 21 - World Economic Forum
January 25 and 26 - Fed FOMC meeting
January 30 - Portuguese legistlastive election
February 03 - ECB monetary policy meeting
February 04 to 20 - Winter Olympics in Beijing
February 10 - ECB monetary policy meeting
February 15 and 16 - Fed FOMC meeting
April 10 - French presidential election first round
April 14 - ECB monetary policy meeting
April 24 - French presidential election first round
May 03 and 04 - Fed FOMC meeting
June 09 - ECB monetary policy meeting
June 14 and 15 - Fed FOMC meeting

September 07 - Brazil bicentennial Independence
September 08 - ECB monetary policy meeting
September 11 - Swedish general election
September 20 and 21 - Fed FOMC meeting
October 02 - Brazilian general election
October 27 - ECB monetary policy meeting
October 30 and 31 - G20 summit
November 01 and 02 - Fed FOMC meeting
November 07 and 18 - COP 27 - Sharm el-Sheikh
November 08 - US Midterm election
November 21 to December 18 - 2022 FIFA World Cup
December 13 and 14 - Fed FOMC meeting
December 15 - ECB monetary policy meeting

July 21 - ECB monetary policy meeting
July 26 and 27 - Fed FOMC meeting

Summary
Economy

Bonds

As a year dedicated to normalisation, 2022
should see a slowdown in inflation and growth.
The latter should nevertheless remain positive.
With regard to central bank policy, it will maintain its “normalising” trend. We can therefore
expect the Fed to begin its rate hike cycle, but
should nevertheless continue to monitor two
factors: the evolution of the Omicron variant, the
impact of which could be less negative on the
economy than the Delta variant, and geopolitical tensions.

The 5 year outlook for bond yields look less
attractive than in previous years, so that we are
seeking to underweight bonds in order to take
advantage of opportunities in equities and alternative strategies. Themes to focus on within the
asset class include senior loans, inflation and
subordinated bank debt.

Equities
The context is favourable for equities, with
expected double-digit earnings growth. This
environment leads us to prioritise stocks in
developed countries and in the financial, healthcare and energy sectors.

Alternative investments
In view of the outlook for bond yields, increasing the allocation to alternative investments may
prove a wise move. The environment has also
encouraged us to dispose of our gold positions
in favour of CO2 futures, which should continue
to perform well in 2022.
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With this document, we are pleased
to share our views and investment
recommendations for the first quarter
of 2022 with you.
The past year was unusual and at times confusing for investors on every level. Following the
economic shock of the COVID-19 pandemic, economic growth declined sharply in 2020
before experiencing an extraordinary recovery in
2021, notably on account of the implementation
of historic fiscal plans and monetary support.
The amplitude of the phases of the current
economic cycle, the speed of their succession
and the exogenous elements grafted onto them
created an uncertain and volatile environment.
By contrast, these movements supported risky
assets. In this way, the consequences linked to
the emergence of new variants, major disruptions in supply chains and massive injections of

liquidity make economic forecasting more difficult than during normal periods. Having said this,
the distinct phases of the economic cycles have
helped us to see more clearly.
In summary, if 2020 was the year of economic
contraction and 2021 the year of recovery, 2022
should be the year of normalisation.
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A year dominated by inflation?
Since April, Jerome Powell has described the
significant rise in inflation as transitory, albeit without giving us any time frame. The head
of the Fed sees this rise as having a cyclical
source, which should gradually fade.
This is the complete opposite of a well-established structural inflation, the effects of which
would be much more negative than the inflationary surge that we have been experiencing for
several quarters.

caused by a significant change in the structure
of the economic system.
This is much more complicated to contain and
more threatening than a transitory price rise
due to a temporary increase in demand, reinforced by bottlenecks in supply chains caused
by health measures. Indeed, what investors
fear is the inflation experienced by the US in
the 1970s and 1980s or that experienced by
developing countries.

The debate has nevertheless started to take
hold, since the term “transitory” can be interpreted as giving an indication of a rapid reversal
of the trend. Structural inflation is a situation

The five principal causes of inflation:
1. Demand-pull inflation

4. Monetary inflation

2. Cost-push inflation

5. Currency devaluation

This first cause of inflation is generated by an
excessive increase in aggregate demand and
is termed demand-pull inflation. If demand
exceeds supply, a scarcity effect is created
which pushes prices upwards until a point of
equilibrium is found.

Cost-push inflation is the result of rising production costs, caused by an increase in the price of
raw materials, basic components for the manufacture of finished products or also of wages.

3. Fiscal inflation

A government with an excessive fiscal spending
policy will result in a strong increase in demand
(demand-push inflation) and a deterioration
in the public sector accounts. Confidence in
the government’s ability to pay back its debts
decreases and as a consequence, the currency
depreciates

A central bank with an over-expansionary policy
risks increasing the stock of debt very sharply
and hence the quantity of money in circulation
and its velocity. This monetary inflation can also
lead to a devaluation of the currency (see the
next point).

Excessive currency devaluation due to monetary inflation or an overspending government is
the fifth known cause of inflation, but also the
most serious one. If, for example, the country is
a net importer, the price of imported goods and
services will rise in proportion to the fall in the
value of the currency.
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Currency devaluation was one
of the major causes of inflation
in the US during the 1970s.
In 1971, President Nixon decided to abandon
the convertibility of the dollar into gold. While the
US currency had already lost value at the time
of this major change, this decision merely accelerated its collapse, while greatly amplifying
inflation, which peaked in 1980. If we nevertheless compare this situation to the one we
are currently experiencing, there is less cause
for concern.
The dollar remains the world’s reserve currency
and rose by 8% in 2021, after hitting a low of
10% in 2020. Given this development, investors
expect the Fed to be the first central bank to
raise rates and hence to strengthen its currency. There is thus no need to lose confidence in
the world’s reserve currency, with this making it
easier to control inflation.
If we analyse the consequences of the pandemic with the different causes of inflation described
above, the current price rise seems to be based
on demand exceeding supply, which is itself
generated by expansionary monetary and
fiscal policy, to which are added temporary, but
non-structural bottlenecks.
These cyclical elements are not linked to a
significant devaluation of the dollar or to a deep
level of US debt. Although its indebtedness
has risen sharply as a result of the pandemic,
the US debt-to-GDP ratio of 125% is still a far
cry from the 250% achieved in its time by the
Weimar Republic or currently by some emerging countries. On the other hand, monetary

policy could have significant inflationary effects
if the Fed remains accommodating for too long.
Whatever the case, we believe that by announcing flexibility in its tapering phase, the Fed is
giving itself the means to accelerate the pace
of normalisation as required. In our view, the
end of the reduction of its quantitative easing
programme planned for the middle of the year
and the increase in its key rates announced for
the second half of the year are steps in the right
direction.
In view of these elements, our scenario does not
foresee an uncontrolled inflationary spiral. Inflation could remain high, but should normalise
by mid-year. We nevertheless need to remain
vigilant. Since it is partly generated by a surge
in demand, the current momentum could also
invert quickly. Indeed, if demand weakens, a
reverse mechanism could be established. With
falling input prices or falling demand, companies will want to gain or retain market share.
Ultimately, their prices could thus fall. This is
a possible scenario which the market is not
currently considering.
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Are growth projections leading
us towards stagflation?
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With inflation currently high and growth normalising, some investors are wondering whether
we are in danger of entering a period of stagflation next year, notably if inflation takes time
to normalise. Perceived as a danger for all
economic agents, stagflation would entail a
sharp rise in unemployment and a considerable
reduction in living standards.
For the time being, this fear nevertheless remains
unfounded, since despite the normalisation of
monetary and fiscal policies, GDP growth rates
will remain above their long-term level. In the
US, the Fed is forecasting GDP growth of 3.8%
in 2022. In Europe, the European Commission
is projecting growth of 4.2%. For their part, the
economic advisers to the Chinese government
are forecasting growth of between 5 and 5.5%.
It should be noted that their estimates initially
gave a figure of between 6 and 6.5%, but the

PMI European Un.

PMI India

PMI Japan

difficulties encountered by the property sector
should weigh on activity. For its part, the Reserve
Bank of India is projecting growth of 9.5% while
the Bank of Japan is projecting Japan’s growth
at around 2.9%.
The IMF is estimating global GDP growth at
4.9% for 2022. This growth should be driven
mainly by rising consumption and a new cycle
of corporate spending in the context of their
investment policy. We are therefore moving
away from a stagflation scenario for next year.
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Will the Omicron variant spoil
the party?
At the end of November, as we
were experiencing the reopening
of the economy, the identification
of a new variant disrupted the
established scenarios.
A wave of panic and confusion swept through
the media, making it necessary to take stock of
what we actually know about this development.
The Omicron variant was detected for the first
time in South Africa, where the vaccination rate
is just over 25%.
This variant shows a very large number of
mutations compared to the Delta variant and
appears to be much more contagious than the
latter. Indeed, the historical peak of new cases
in South Africa was reached much more quickly
with the Omicron variant. Initial studies nevertheless appear to show that the virus causes far
fewer cases of hospitalisation and death. This
is borne out by comparing the 7-day average
of deaths during the July peak with currently
observed levels.
Last July, the average was around 400 deaths
per day, compared to 25 today. If these figures
are maintained, it would be very positive news.
With new, less virulent variants, COVID-19 would
become more endemic and less dangerous,
resulting in a lower risk of hospital overcrowding. Most of the restrictions could thus be lifted
and a full reopening considered. We also note
that studies seem to confirm the effectiveness of the vaccine and its booster doses. It
should nevertheless be noted that research for
achieving a better understanding of Omicron is
still ongoing.

A majority of governments probably had a
knee-jerk reaction to the arrival of this new
wave. Despite this, the severity of the measures
remains much lower than during the last winter
and spring. If cases do not worsen and hospitals maintain normal operations, this variant may
well have a smaller impact than the last waves
of infection. Growth and supply chains therefore
should not suffer too much.
One final point to highlight: the omnipresence
of the pandemic in the media should not blind
us to the geopolitical tensions of 2022. Indeed,
this year may well see some of these tensions
escalate further. For a more in-depth look at the
subject, we invite you to read or re-read the article published last July on TELOMERE Capital’s
website: “We should not put geopolitics on the
back burner”.
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International relations and volatility:
which situations should be monitored?

Although geopolitical tensions have
been calmed to a certain degree
by the COVID-19 pandemic in 2020,
they appear to be resurfacing
this year. While they have not
generated excess volatility, we must
nevertheless remain vigilant, since
this could change this year.
The first hot spot to monitor in this area is
Ukraine. Since the annexation of Crimea in
2014, the situation between Russia and Ukraine
has become increasingly tense. Moreover, two
events have added fuel to the fire in the past
year. Last April, Ukrainian President Volodymyr Zelensky sent troops to the border and

threatened to reintegrate the secessionist territories of Donbass by force, to which Vladimir
Putin responded by massing his troops on the
border, to the point of matching the mobilisation organised on the Russian side in 2014. The
situation then calmed down before reaching a
new critical point at the end of 2021, against
the backdrop of the energy crisis and the
migration crisis in Europe, with the latter having
brought Russia and Belarus closer together. The starting point of this new chapter was
when hundreds of Syrian, Iraqi and Lebanese
migrants reached Belarus, apparently invited
by the Belarusian government via organised
flights, in an attempt to cross into Poland. This
account is supported by the Polish authorities
but denied by President Lukashenko. In any
case, these events have had the effect of raising tensions between Europe and NATO on
the one hand, and Russia and Belarus on the
other. These tensions have only added to the
already palpable ones caused by “Nordstream
2”, the gas pipeline project which would allow
Europe to be supplied via Germany without
passing through Ukraine.
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This project is decried by Washington, as it
makes Europe more dependent on Russia for
energy and therefore less dependent on the
United States, and deprives Ukraine of around
USD 2 billion in annual revenue from the transit
of Russian gas. It would also allow Moscow to
avoid going through Ukraine while making the
government of the latter country more vulnerable to its will without impacting Europe.
This situation, which has been further aggravated by joint military exercises between Belarus
and Russia and the dispatch of additional troops
to the Ukrainian border, has merely complicated
discussions between the transatlantic alliance
and Russia. Fears of an invasion of Ukraine
have now been joined by threats. In particular,
Germany has warned Russia that such an act
would cancel their joint agreement on “Nordstream 2”.
The crisis even reached a new peak when
Vladimir Putin stated that he would deploy medium-range nuclear missiles if Europe did not give
legal guarantees protecting Russia. The situation is therefore particularly tense and could
generate volatility in the energy and risky asset
markets, especially in Europe. The movement of
both sides will have to be closely monitored with
the hope that no one crosses a red line.

In parallel, tensions between the US and China
are rising again after the former announced
a diplomatic boycott of the upcoming Winter
Olympics hosted by Beijing. Disagreements
between the two superpowers are still ongoing,
whether over world trade, technological influence or Taiwanese independence. It is also
difficult to anticipate how intense the rhetoric
will be in 2022, especially over Taiwan. Indeed,
the Biden administration’s position is particularly unclear regarding its response to an invasion
of the island.
Despite the easing of diplomatic discussions
since the arrival of the new tenant of the White
House, at least in form, the position of the
current US administration is no less aggressive in substance than it was during the Trump
era. It is therefore not impossible to see a resurgence of friction and volatility, especially if the
pandemic recedes.
Volatility is a fact of life in financial markets. Even
if uncertainty factors increase, however, we do
not believe that they will worsen to the point of
jeopardising the bullish potential of risky assets
for the year 2022.
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Asset allocation
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Equities
The strong economic recovery in
developed countries has contributed
to creating an environment
favourable to risky assets in 2021.
Although sectoral and cyclical shifts have
created difficulties for managers, performances have exceeded expectations. The S&P 500
rose by 31% in 2021, the Stoxx 600 by 25% and
the SPI by 23%. The Topix rose by 13% and
the Shanghai Composite by 5%. On the other
hand, if the majority of investors were expecting
a good year for the emerging markets, especially China, this did not prove to be the case.
The main reason for this underperformance lies
in the drastic change in the Chinese government’s behaviour towards the technology and
property sectors. Indeed, by announcing his

common prosperity policy, Xi Jinping sent a
clear message to companies and investors in
these sectors: the development of the middle
class is the priority and profit will be the adjustment factor. In this way, given the weight of the
Chinese market in the indices, the entire spectrum of emerging country equities has been
destabilised. The second reason is directly
related to COVID-19. Few emerging countries
have benefited from the economic recovery in
the manner observed in developed countries.
For this reason, emerging market equities and
bonds will perform poorly in 2021.
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In general, we are bullish on equities for next
year. Earnings per share are expected to
grow at double-digit rates, allowing current
valuations to be supported. In addition, quality stocks with strong pricing power are a
very good investment during phases of
high inflation.
For 2022, the consensus does not envisage
any particular improvement in emerging market
equities, especially with the dollar expected
to strengthen due to the Fed’s normalisation
policy. In this specific environment, we favour
equities in developed countries.

In terms of sectors, we favour financials, healthcare and energy. Financials should continue
to be buoyed by the reduction in provisions
for non-performing loans in connection with
the COVID-19 crisis and by the prospects of
a new rate hike cycle. Healthcare stocks have
suffered from delays in healthcare, a direct
consequence of the overloading of hospitals
due to the pandemic, but the sector has attractive valuations and will allow portfolio volatility
to be reduced when markets are turbulent. The
energy sector was the best performing sector
in 2021.

Oil, gas and power markets are tight
and are expected to remain so for
the next few months.
OPEC+ countries have nevertheless demonstrated their flexibility and willingness to
maintain current price levels. In this environment, companies in the sector with healthy
balance sheets are expected to generate
strong cash flows to shareholders.
Activity within our equity allocation was significant in the last quarter.
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• Swiss Line Mandates

With regard to the Swiss Line portfolios, we
sold our position in AMS Holding AG shares
at the end of September, since the results of
this company did not meet our expectations.
Considering the strong appreciation of our
protection options (+75%) and the encouraging investment prospects for the last part of the
year, we decided to take profits on this position. In this context, we also sold our shares in
Baloise Holding.
Several months ago, we took advantage of the
opportunity to position ourselves in the major
US technology stocks. At the time, we had positions in Microsoft, Amazon and Alphabet. These
highly profitable operations, coupled with a
significant rise in the US currency, enabled us
to make significant gains.
Our investment committee therefore decided
to take profits on equities, but also on the US
dollar, which has appreciated by more than 5%
against the Swiss franc since the beginning of
the year.

pipelines for fluids. The company also has a
strong presence in the automotive industry, with
a focus on green mobility.
On the highly topical subject of health, we took
a position in the Swiss company Alcon, based in
Hünenberg, in the canton of Zug. Alcon, which
formerly belonged to the Nestlé Group, was
acquired by Novartis in 2008. It now sells CIBA
Vision brand products on behalf of the pharmaceutical group. Alcon is now the world leader in
ophthalmic medical devices, a very high growth
market. It should be noted that we also decided to add Lonza to our portfolio at the end of
November, the main activity of which is pharmaceutical subcontracting.

To complete our portfolio, we have selected four
new companies. Firstly, Logitech, the undisputed world leader in peripherals, which is enjoying
strong growth and has interesting prospects
within the sector. Georg Fischer also caught our
eye and was added to the assets in the portfolio.
This company, which is one of the world leaders in the machine and foundry industry, is now
extending its activities to the development of

Sector

Weight
on 30.09

Weight
on 31.12

Change

Communication services

4.50%

0%

Consumer Discretionary

7.85%

Financials (OW)

New

Exited

Rationale

-4.50%

Alphabet

We sold Alphabet with a positive return of 104%

4.89%

-2.96%

Amazon

We sold Amazon with a positive return of 11%

17.49%

18.32%

0.83%

UBS

Bâloise

To increase our exposure to financial sector, we introduced
UBS as the stock is trading at low valuation and the
consensus is optimistic on the upside potential.

Healthcare (OW)

30.18%

34.38%

4.20%

Lonza

Both companies are really interesting as long-term
investments. Alcon and Lonza are well managed, and their
expected growth should continue to support the price
dynamics.

Industrials

4.13%

9.75%

5.62%

Georg Fischer

Georg Fischer is an industrial company specialized in the
conception and production of pipes, automobiles component
and in automation systems. It is well managed and is one of
the preferred company of the consensus in the sector.

Information Technology

8.14%

4.74%

-3.40%

Logitech

Alcon

SofwareOne
Microsoft

Logitech was one of the best companies to play during Covid
lockdowns. Its products are among the bests in the market and
the company benefits from structural trends like gaming and
home office.
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• Euro Line mandates

Within the Euro Line portfolios, we took profits on
the US stocks held under our direct equity allocation. We thus sold Amazon, Alphabet, Apple
and Microsoft, as well as our positions in Akzo
Nobel and Elis, with profits of 17% and 39%
respectively. In this context, we also sold Ericsson, which had a weak positive performance.
Indeed, the stock was affected by a profit warning linked to its substantial loss of market share
in China and does not appear to be recovering.
At the end of November, we made several
purchases, notably taking a position in ASML,
the Dutch company which specialises in the
design and manufacture of machines and software for producing the base of semiconductor
chips. The company has a strong technological lead over its competitors and supplies the
world’s largest foundries, such as Samsung and
Taiwan Semiconductor.
Within the commodities sector, we diversified
our positions. We took profits, reducing our
weight in Linde and buying Air Liquide, a French
company specialising in industrial gases. The
company is one of the leaders in the sector
and employs around 65,000 people worldwide.
Like its share price, it has continued to grow
regardless of the macroeconomic or financial
environment, resulting in generous payouts to

Sector

Weight
on 30.09

Weight
on 31.12

Change

Communication services

4.61%

0%

Consumer Discretionary

12.04%

Consumer Staples

New

shareholders. In the healthcare sector, we also
added Astra Zeneca and Novartis. Astra Zeneca is a biopharmaceutical company known for
its COVID-19 vaccine, but which also focuses on oncology and respiratory and vascular
diseases. Astra Zeneca is well diversified
across marketed and pipeline treatments. We
also decided to buy Novartis, which currently
enjoys an attractive valuation.
The same is true of Nestlé in the consumer
staples sector. This company is very popular,
especially because its stock helps to stabilise
portfolio volatility at times of market weakness.
The last company to be included in the Euro
Line portfolio is Enel, which is active in utilities.
One of the most advanced companies in the
energy transition process, Enel is the largest
electricity producer in Italy and generates revenues of around EUR 85 billion.

Exited

Rationale

-4.61%

Alphabet

We sold Alphabet with a positive return of 100%

9.57%

-2.47%

Amazon

We sold Amazon with a positive return of 13%

0%

7.43%

7.43%

Nestlé

We added Nestlé in the Euro Line mandates as it is the best company
in the staples sector.

Financials (OW)

17.40%

20.95%

3.55%

Allianz

The consensus is positive on Allianz in the months to come as it
should recover in 2022. Revenues should strongly increase during the
next quarters. Upside potential is 17%.

Healthcare (OW)

10.74%

20.24%

9.50%

AstraZeneca
Novartis

AstraZeneca stock price suffered a lot from controversies around its
vaccine. However, its pipe is diversified with strong potential and
valuations are very low. Novartis valuation suffered from Covid and we
expect the stock to recover in 2022.

Industrials

20.41%

13.92%

-6.49%

Information Technology

20.30%

9.85%

-10.45%

Materials

9.99%

10.14%

Utilities

0%

2.46%

Elis

We sold Elis as we had too many industrial companies and the
stock recovery from Covid is disappointing.

ASML

Ericsson
Apple
Microsoft

ASML is a great company with strong competitive advantage as
their technology is too advanced for competition. They also benefits
from strong structural themes like digitalization and energy
transition.

0.15%

Air Liquide

Akzo Nobel

We diversified our materials sector exposure with Air Liquide which
is a great company historically well managed and stable. The
consensus is optimistic for the months to come.

2.46%

Enel

Enel is the most advanced company regarding energy transition, it
should benefit from European investment plan.
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• World Line mandates

In terms of asset allocation, we made several
arbitrages within the World Line portfolios. After
a good performance of over 20%, we decided to take profits on Generac. In our opinion,
the company, which specialises in the design,
manufacture and marketing of auxiliary power
generation systems, was fully valued. We also
removed Boston Scientific from our portfolio, due
to a performance that we considered satisfactory with regard to our objectives. In this context,
the stock had risen by 13.5% at the time of the
sale. In line with our profit-taking, we decided to
sell Walmart after it had risen by 25%.
In the utilities sector, we sold NextEra Energy with a 77% return since purchase, with a
particularly significant performance. Since the
sector is sensitive to rate hikes, we preferred to
take profits and to close this position in order to
avoid any adverse developments.
We also decided to sell some positions which
had performed poorly or not at all, since we
were no longer sufficiently convinced that they
deserved a place in our portfolio. This was the
case with Exact Science, a company specialising in cancer detection, which offers home
screening tests. Despite positive news and
very good results, the stock has struggled to
make progress.
We therefore decided to exit this position with
a moderately negative performance of -5%. In
the property sector, we sold American Tower.
The company, which specialises in infrastructure management for the mobile phone network,
could suffer in an environment in which interest
rates are rising. We therefore sold the stock at
a profit of 6%.
The last quarter of the year was a good time to
enter new positions. In the field of healthcare,
we bought Johnson & Johnson. The company
is one of the largest in the sector and has major
revenue diversification. It also has an attractive
valuation. In this context, we also brought Procter
& Gamble in the consumer staples sector as a
replacement for Walmart, particularly its specialist health and beauty brands. Headquartered in
Cincinnati, the company employs around 98,000
people and generates around USD 66 billion in
revenues. Management’s decades of excellent

execution and steadily increasing dividends
make it a quality company and a good long-term
investment in a stock portfolio. On the financials side, we shifted part of our position from
Citigroup to Bank of America and JP Morgan,
which are continuing to perform well. By way of
a reminder, rising interest rates should benefit
the sector while provisions for losses related to
COVID-19 continue to be revised downwards.
We believe that it is important to have exposure
to this sector while diversifying risks.
Among industrial stocks, a strong long-term
conviction led us to take a position in Deere &
Co., a very well-managed company with a strong
corporate culture. It designs, produces and
markets all types of agricultural and construction machinery. Apart from the strong cash flow
and good management, Deere & Co. benefits
from strong structural trends, such as automation and precision agriculture. Again driven by
strong convictions, we also reinvested in Asana.
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This technology company, which specialises in
software publishing, has created a productivity
platform that optimises the internal organisation
of companies. The platform is easy to use and is
very useful, allowing teams and management to
draw up roadmaps rapidly for the implementation of recurring projects or processes.

This solution has enabled the company to grow
strongly (revenues up by around 60%). Founded by one of the co-founders of Facebook, the
company has many strong points which make
an investment attractive.

Sector

Weight
on 30.09

Weight
on 31.12

Change

New

Exited

Consumer Staples

4.03%

2.73%

-1.30%

Procter & Gamble

Walmart

Financials (OW)

13.98%

14.35%

0.37%

Bank of America
JPMorgan

Healthcare (OW)

15.62%

15.59%

-0.03%

Johnson & Johnson

Industrials

3.99%

7.15%

3.16%

Deere & Co

Information Technology

27.06%

30.97%

3.91%

Asana

Real Estate

1.82%

0%

-1.82%

American Tower

We sold American Tower because the sector could suffer from
the normalisation of the Fed policy.

Utilities

4.28%

0%

-5.39%

NextEra Energy

We sold NextEra as the sector is not liked by the consensus
and the company deceived on the sales growth on the last
quarters.

Rationale
Procter & Gamble is a great company well managed with a s
trong track record. It is a stable company, which helps to
reduce volatility in the portfolio.
We introduced Bank of America and JPMorgan to diversify
our financials exposure to two of the best groups in the sector.

Exact Science
Boston Scientific
Generac

Johnson & Johnson is one of the biggest company in the
healthcare sector well, diversified and appreciated by the
consensus.
We sold Generac with a 20% positive returns, in favor of
Deere & Co which is one the biggest conviction for Telomere.
We are have strong convictions Asana will be a very succesul
company with a clear vision. It proposes one of the best
solution in its market.

Bonds
The year was more or less successful for bonds,
in terms of the positions taken by investors.
Beside the rise in inflation, sovereign yields all
moved up at the short and long end of the curve,
both in Europe and in the US. It is worth noting
that Chinese sovereign bonds were resilient and
that the credit segments also performed well on
both sides of the Atlantic. Again, while credit in
China had a very good start to the year, government restrictions on the property sector, which
forced developers to keep a lot of cash on their
balance sheets, led to high volatility and several
partial defaults. It is nevertheless solely the task
of the government to ease the rules to get credit
moving again.
By way of a reminder, in anticipation of higher
inflation in the US and the eurozone, we decided to reduce the duration of the portfolios in
2021 by exposing ourselves to US and European senior loans and by favouring the most
attractive credit segments, such as bank subordinated debt.

For 2022, we are giving priority to reducing
our exposure to bonds, while maintaining the
themes we favoured last year. Indeed, the
expected returns of the bond class over the
next five years should be lower than those of
the previous five years. In conclusion, we are
prioritising an overweighting in equities and
alternative investments, in order to optimise
portfolio diversification.
Operation activity were relatively this quarter in
the bond allocation of mandates:

• Swiss Line mandates

We made two arbitrages in November. The first
one concerns our allocation in emerging bonds.
The volatility that arised in China bonds market
(following the partial defaults of some companies
in the real estate sector) coupled with the general under-performance of the emerging countries
in this contexte of monetary policy normalisation
in the US, make the asset class less attractive
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for now. We thus decided to reduce our position
in the Pictet Global Emerging Debt fund in favor
of the Invesco Zodiac European Senior Loans
fund. We think that economic growth should
stay positive in Europe and should help this
asset class to continue to perform in 2022. Also,
the Invesco fund has a duration close to zero,
thus it is immune to rise in long term rates. We
also made an arbitrage among our direct lines
by selling the 1.75% Helvetia perpetual bond
in CHF at 102.93, which was bought at 100.15.
We bought as a replacement the 2.0% Implenia
perpetual bond in CHF at 100.12 with a maturity
date in 2025. In the direct lines, the 3.00% MSC
Cruises 2021 bond has been fully reimbursed.

• Euro Line mandates

Among the fixed income allocation in Euro Line
mandates, we also made the same arbitrage
concerning emerging bonds and European Senior Loans that we made in the Swiss
Line mandates. In the direct lines, we made
an arbitrage by selling the 6.5% Commerzbank perpetual bond in EUR at 115.68, initially
bought at 100, in favor of the 4.5% Deutsche
Bank perpetual bond in EUR.

US 10 Year Yield

Switzerland 10 year yield

• World Line mandates

-1.50%

We made the same operation regarding the
emerging bonds in favor of US Senior Loans in
the World Line mandates. However, the rise in
US long rates during the fourth quarter coupled
with the lack of new bond emission did not
favored any arbitrage in the direct lines.
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Alternative investments
As stated above, bond yields over the next five
years are forecast to be unattractive. Moreover,
alternative strategies should benefit from the
prospective increase in volatility. In this context,
we have decided to shift part of our bond allocation to alternative strategies, which provide
better diversification.
Precious metals, which usually benefit from
falling real rates, as was the case in 2021, did
not meet our expectations. We therefore sold
our position in physical gold, replacing it with
exposure to CO2 futures via an ETF.
The implementation of the fourth phase of the
EU ETS and the COP26 commitment to use
this instrument to fight global warming should
continue to drive up the price per tonne of
carbon dioxide.

Conclusion
The year 2022 should be a different year from
2020 and 2021. The growth and inflation environment will remain positive for risky assets
and excess volatility should present interesting
opportunities for the taking. In this context, we
will favour quality equities with significant pricing power but which generate strong cash flows.

As the risk/return ratio of bonds has declined
compared to previous quarters, we prefer to
underweight this segment of the portfolios in
favour of alternative investments. We will continue to protect portfolios from the risks outlined
in the first part of this publication if they prove
too volatile.

On the other hand, emerging market equities seem to be out of favour this year when
compared to developed market equities. In
terms of sectors, financials, healthcare and
energy look the most attractive, while utilities
and consumer staples are not.

We are here and available to you should you
have any questions.

Dominique De Riaz
Chief Executive Officer

Hugo Derny
Investment Strategist
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Asset allocation

World Line Conservative
UNDERWEIGHT

EQUITY
Global equities
Emerging markets equities
Domestic equities
Small cap equities

FIXED INCOME
Government bonds
Inflation linked bonds
Corporate credit (US)
Emerging markets bonds
High yield bonds
Convertible bonds
ALTERNATIVE
INVESTMENTS
Metals
Alternative funds

CASH

Based on 12-month forecasts

SLIGHTLY
UNDERWEIGHT

NEUTRAL

SLIGHTLY
OVERWEIGHT

OVERWEIGHT
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