
Tough global growth environment
Global economic growth should be modest but constructive 
in 2024. The International Monetary Fund (IMF) is antici- 
pating growth of 3.1%. The risks of previous years appear to 
have diminished. Market participants have now become 
used to higher interest rates and the various geopolitical flash- 
points. A significant decline in inflationary prediction is  
also proving helpful. Although the conflict in the Middle East 
and US elections later this year could give rise to a new 
round of price pressure due to supply bottlenecks or fresh 
tariffs, we are expecting neither a pronounced recession  
nor a significant acceleration in growth in 2024. 

Robust US economy
The strong real growth data for the US economy point to a 
“soft landing” scenario (see graphic on following page). 
Support for the economy is coming from both the fiscal side 

(i.e. government expenditure) and consumer spending. At the 
end of last year, declines in capital market interest rates  
provided an additional boost to sentiment. Falling rates of 
inflation, a robust yet less tight labour market, and rising  
real incomes have also provided a tailwind. The US finds 
itself in an election year. Historically, election years have 
often coincided with a positive economic climate.

Will monetary policy expectations be fulfilled?
At its last meeting in mid-December 2023, the US central 
bank (Fed) left its key interest rate unchanged. The published 
observations of its members point to a declining interest  
rate environment in 2024. The Swiss National Bank (SNB) 
and the European Central Bank (ECB) likewise left their key 
rates unchanged. The extent to which the market’s expecta-
tions of expansionary monetary policy prove correct will 
depend on the further development of price momentum: other 
than in Switzerland, inflation rates remain outside of their  
target bandwidths, hence central banks will be watching out 
for possible second-round effects in particular before  
actually cutting key interest rates.

No runaway inflation
The beneficial impact of monetary policy measures and 
commodity-price base effects helped bring about a  
sharp fall in inflation in 2023. In the last few months, fears 
that another uncontrollable wave of inflation is coming  
have evaporated.

Equities have enjoyed a fine start to the year. US economic data has strengthened confidence in a “soft landing”,  
and inflation remains stable. In Switzerland, declining rates of inflation have even taken some of the heat out of the  
foreign exchange market. Are markets now in more tranquil waters, or is this just the calm before the storm?
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“The new investment year has 
started well. The global  
decline in inflation is fizzling  
out. Switzerland can be  
expected to cut its key rates  
later this year.”

Alex Müller, Chief Investment Officer
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Timing of rate cuts uncertain
The road to the promised land of price stability is likely  
to be bumpy in 2024. Forecasts for the timing of the first rate 
cuts on the part of the ECB and Fed keep being recali- 
brated. We expect rate cuts to be on the agenda from mid-
year onward – as long as the economy continues to  
develop robustly.

Europe’s economy stabilises
For Europe, it is too soon to sound any definite “all-clear”  
on the business climate. The leading economic indicators for 
manufacturing currently point to a slowdown to levels  
below the growth threshold. The services sector is likewise 
not picking up and has confirmed the sluggish start to  
2024. Monetary policy will have a significant impact on 
European economic development.

Switzerland confirms special status
In Switzerland, the inflation figures at the start of 2024 came 
as a positive surprise. Inflation amounted to just 1.4% in  
January, well within the SNB’s target bandwidth. This also sur-
prised the markets, which had expected a rate of 1.7%.  
The strong franc mitigated any inflation imported through 
higher commodity prices. Thus a rate cut in Switzerland  
is likely to come that much earlier than in Europe or the US.

Benign currency effects
Following the rapid and sharp appreciation of the Swiss 
franc over the last few weeks of 2023, the upward pressure 
has recently subsided somewhat. Supported by higher  
capital market interest rates in America, the US dollar has 
made a comeback. This should buoy the spirits of export- 
oriented Swiss companies. The euro too has gained a little 
ground. But on the other hand, the slight weakening of  
the franc is but a drop in the ocean for the export industry – 
what matters much more to this sector is the Eurozone’s  
economic development. And it remains to be seen how long 
the current consolidation phase will last.

Geopolitical situation to remain tense in 2024
The various geopolitical flashpoints around the world remain 
a focus. In the Eurozone, Germany in particular is inward- 
looking right now. The current government lacks not just sup-
port for its agenda, but also the money to implement it.  
At the same time, the major source of stimulus for global ex- 
port activity – China – is faltering. 

US elections: doubts over key contestants
The impending elections in the US will recalibrate the geopo-
litical priorities of this superpower. Until then, the financial 
markets are bound to be giving Washington nervous glances 
even more frequently. Doubts have been raised as to  
whether the current US President is capable of serving again. 
Meanwhile, likely opponent Donald Trump faces the ques-
tion of whether he will be permitted to serve again. But how- 
ever the US elections turn out, geopolitical realities will  
be recalibrated in 2024. Indeed, the shockwaves of Trump’s 
possible re-election can already be felt in Europe. 

Middle East conflict not spreading
So far, the war in the Middle East has not had the feared 
negative repercussions. True, disruption to the Red Sea  
shipping route has led to higher short-term freight costs. But 
in the absence of any supply-side bottlenecks appearing  
and with demand for goods having slowed generally, fears 
of a renewed inflationary spike have also receded. The  
indirect effects of potential escalation – above all in the form 
of higher commodity prices – remain under scrutiny. 
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“US equities remain 
strong, but current yields 
on bonds are appeal- 
ing. Don’t forget govern-
ment bonds.”

Alex Müller, Chief Investment Officer

Market overview and positioning



US remains attractive
The US equity market can be expected to remain popular 
with investors, even if it doesn’t look cheap. Earnings  
expectations are ambitious in the technology sector in par-
ticular, and the market is watching the development of  
these companies like a hawk. Tech companies will have to 
impress analysts with their sales and earnings figures over 
the next few quarters too. In our view, however, the boom 
induced by artificial intelligence justifies the valuation  
premium for now. For this reason, we expanded our position 
in US equities at the start of the year.

Exploit positive momentum
Given expectations of a soft landing for the US economy, 
both equities and high-yield bonds have appeal. The  
latter allow investors to benefit from both high current yields 
and stable credit spreads. In the event of an unexpected 
weakening of the US economy, falling interest rates should 
cushion some of the loss arising from any widening of 
spreads. Overall, we recommend a positioning close to the 
strategic allocation, with a low cash quota.

Bonds are back
We have taken some profits in the area of international  
government bonds, specifically US Treasuries. These fixed- 
income investments benefited from falls in inflation rates  
and the anticipated economic slowdown at the end of 2023. 
Their appeal has now diminished somewhat. However,  
we do like the diversification aspect of government bonds. 
In addition to their ongoing income streams, they offer  
protection in turbulent times.

Keep the faith with domestic market
Switzerland’s leading economic indicators have stabilised at 
a low level. Corporate earnings expectations are devel- 
oping stably, and in some cases rising. The valuation of the 
Swiss equity market is another positive point. Portfolios 
should include structurally strong sectors, defensive plays and 
above all quality stocks that can maintain stable margins 
even in difficult times. In the event of global economic momen- 
tum slowing once again contrary to our expectations, the 
Swiss stock market is likely to prove one of the more robust 
building blocks in the portfolio.

European equities look cheap
As the year gets under way, we continue to recommend  
a slight underweighting of European equities. The economic 
headwinds confronting the EU have strengthened further. 
That said, we do see opportunities in this market. Many stocks 
remain cheaply valued, and should therefore gain in  
appeal over the course of the year.

Profits taken on real estate
Swiss real estate funds have appreciated in value against a 
backdrop of declining capital market interest rates. Their  
valuations are now almost fair given the current interest rate 
environment. We have therefore reduced our allocation 
slightly, but are still overweight here due to the structural 
strength of this market segment.
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What does this mean for investors?

– – = + +
Liquidity/money market

Bonds

Swiss bonds

Global Bonds

High-yield bonds and emerging markets

Equities

Swiss equities	

Global equities ex Switzerland

Emerging markets equities

Swiss real estate

Commodities

Liquidity 2%

Swiss equities 11%

Global equities 30%

Bonds 55%

Swiss real estate 2%

Commodities 0%

Strategic positioning (based on balanced mandate) Tactical positioning
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Lonza
31.1% /

CHF 463.6

Richemont
18.9% /

CHF 137.6

Swiss Re
12.6% /

CHF 106.5

Swiss Life
11.1% /

CHF 648.8

Givaudan
8.8% /

CHF 3791

ABB
8.2% /

CHF 40.37

Novartis
8% /

CHF 91.63

Alcon
7.4% /

CHF 70.5

Sonova
6% /

CHF 290.9

Zurich
5.3% /

CHF 463

Holcim
5% /

CHF 69.32

Partners Group
3.3% /

CHF 1252.5

Swisscom
2% /

CHF 516.2

Kühne&Nagel
–0.7% /

CHF 287.9

Logitech
–1.2% /

CHF 78.8

Nestle
–2.2% /

CHF 95.35

Geberit
–2.8% /

CHF 523.8

Roche
–4.9% /

CHF 232.4

UBS
–5.3% /

CHF 24.72

Sika
–5.4% /

CHF 258.8

Market data (exchanges & markets)

Do you have any questions or thoughts on the current portfolio?
Contact us by email (alex.mueller@zugerkb.ch) or call us on 041 709 11 11.

This document has been prepared for information and marketing purposes only and does not constitute an offer or an invitation by, or on behalf of, Zuger Kantonalbank (ZugerKB) to buy or sell financial instruments or banking  
services. It is addressed to recipients designated by ZugerKB with residence in Switzerland for personal use and may not be reproduced, in whole or in part, changed or distributed or disseminated to any other addressees without 
the written permission of ZugerKB. The information in this document is given as of a specific date and has been obtained from sources that ZugerKB believes to be reliable. Nevertheless, ZugerKB cannot make any representation 
that the information is accurate, complete or up-to-date. ZugerKB does not accept liability for any loss arising from an investment behaviour based on the information in this document. The prices and values of investments mentioned 
and any income resulting therefrom may fluctuate, rise or fall. References to previous developments do not have any bearing on future results. This document does not contain any recommendations of legal nature or regarding 
accounting or taxes. Nor should it in any way be construed as an investment or strategy that is appropriate for or tailored to the personal circumstances of the recipient. (V2024) 

“SIX Swiss Exchange AG (“SIX Swiss Exchange”) is the source of SIX equity indices and the data comprised therein. SIX Swiss Exchange has not been involved in any way in the creation of any reported information and does not give 
any warranty and excludes any liability whatsoever (whether in negligence or otherwise) – including without limitation for the accuracy, adequateness, correctness, completeness, timeliness, and fitness for any purpose – with 
respect to any reported information or in relation to any errors, omissions or interruptions in the [relevant index] or its data. Any dissemination or further distribution of any such information pertaining to SIX Swiss Exchange is  
prohibited.” Source: MSCI. Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied warranties or representations with respect to such data (or the 
results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without 
limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct, indirect, special, punitive, consequential 
or any other damages (including lost profits) even if notified of the possibility of such damages. No further distribution or dissemination of the MSCI data is permitted without MSCI’s express written consent. The MSCI EMU Top 50 
index is a custom index. The MSCI data is comprised of a custom index calculated by MSCI for, and as requested by, Zuger Kantonalbank. The MSCI data is for internal use only and may not be redistributed or used in connection 
with creating or offering any securities, financial products or indices. “Bloomberg®” and Bloomberg indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the 
administrator of the indices (collectively, “Bloomberg”) and have been licensed for use for certain purposes by Zuger Kantonalbank. Bloomberg is not affiliated with Zuger Kantonalbank, and Bloomberg does not approve, endorse, 
review, or recommend products from Zuger Kantonalbank. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to Bloomberg indices. Source: London Stock Exchange 
Group plc and its group undertakings (collectively, the “LSE Group”). © LSE Group 2024. FTSE Russell is a trading name of certain of the LSE Group companies. “FTSE®” “Russell®”, “FTSE Russell®” is/are a trade mark(s) of the relevant 
LSE Group companies and is/are used by any other LSE Group company under license. All rights in the FTSE Russell indexes or data vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor 
its licensors accept any liability for any errors or omissions in the indexes or data and no party may rely on any indexes or data contained in this communication. No further distribution of data from the LSE Group is permitted without 
the relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor or endorse the content of this communication.”

Equities Switzerland SMI (from start of the year to 23.02.2024)
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Asset class returns (in CHF) Since start of year (as at 22.02.2024)

Money Market CHF
Swiss Corporate Bonds

Swiss Treasury Bonds
US Treasury Bonds

Swiss Market Index (SMI)
Swiss Performance Index (SPI)

MSCI Europe Index
MSCI Germany Index

MSCI USA Index

MSCI Japan Index
Russell 1000 Growth Index

MSCI Emerging Market Index
Swiss Real Estates Funds

Commodity Bloomberg Index
Brent $/bbl

Gold $/Ounce
EUR per CHF
USD per CHF
EUR per USD

in percent 20151050–5

Asset class returns (in CHF) Last month (rolling as at 22.02.2024)

Money Market CHF
Swiss Corporate Bonds

Swiss Treasury Bonds
US Treasury Bonds

Swiss Market Index (SMI)
Swiss Performance Index (SPI)

MSCI Europe Index
MSCI Germany Index

MSCI USA Index

MSCI Japan Index
Russell 1000 Growth Index

MSCI Emerging Market Index
Swiss Real Estates Funds

Commodity Bloomberg Index
Brent $/bbl

Gold $/Ounce
EUR per CHF
USD per CHF
EUR per USD

in percent


