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Equities neutral – bonds underweight 

 

The economic outlook could hardly be better. Current 

global economic developments are lending support to 

the stock markets. In our view, though, a valuation 

level has now been reached that leaves the door open 

for disappointments. We are reckoning with higher 

interest rates and a continuation of the consolidation 

in the equity markets.  

The economic recovery in Europe is still robust, and – 
unlike in previous years – the upturn is progressing 
synchronously across all European countries. The US 
economy is also developing favourably and the labour 
market there continues to improve: in October, more 
new jobs were created than expected and the 
unemployment rate is now only 4.1%. The increasing 
volume of new factory orders and a commensurate 
brightening of corporate sentiment continue to fuel 
hope that the economic tailwinds behind the world's 
largest economy will persist in the months and quarters 
ahead.  

 

In our opinion, however, the upbeat mood in corporate 
America has already been largely discounted in the 
current share prices. The European equity markets 
have recovered sharply since September, so perhaps 
the year-end rally has already taken place. Overall, 
however, the environment for equities remains 
supportive. We reaffirm our neutral positioning in 
equities. As to the bond markets, we expect interest 
rates to continue their gradual rise. In our opinion, a 
Fed rate hike in December is basically a done deal. 
 

 

 

 

 

Tactical positioning 

Asset allocation 

• Equities neutral; bonds underweight 

• Alternative investments neutral 

 

Bonds 

• Government bonds underweight 

• Global bonds underweight 

Duration is being kept below benchmark in all refe-

rence currencies. We are underweight in government 

bonds and global bonds and neutrally weighted in 

corporate bonds. We hold a position in inflation-linked 

bonds. 

 

Equities 

• Equities neutral 

A historically high valuation level, especially in the 

United States, and lower expectations for corporate 

earnings in Europe have prompted us to adopt a more 

defensive positioning.  

 

Alternative investments 

• Commodities neutral 

• Convertible bonds and hedge funds neutral 

 

Currencies 

We remain strategically hedged in developed country 

currencies in order to minimise risk. The USD is partly 

unhedged in EUR-based portfolios.  
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Important legal information 

This document was produced by VP Bank AG (hereinafter: the Bank) and distributed by the companies of VP Bank Group. This document does not 

constitute an offer or an invitation to buy or sell financial instruments. The recommendations, assessments and statements it contains represent the 

personal opinions of the VP Bank AG analyst concerned as at the publication date stated in the document and may be changed at any time without 

advance notice. This document is based on information derived from sources that are believed to be reliable. Although the utmost care has been 

taken in producing this document and the assessments it contains, no warranty or guarantee can be given that its contents are entirely accurate and 

complete. In particular, the information in this document may not include all relevant information regarding the financial instruments referred to 

herein or their issuers.   

Additional important information on the risks associated with the financial instruments described in this document, on the characteristics of VP Bank 

Group, on the treatment of conflicts of interest in connection with these financial instruments and on the distribution of this document can be found 

at https://www.vpbank.com/legal_notice  

 

https://www.vpbank.com/legal_notice

