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The announcement of new tariffs by US President Donald Trump triggered sharp falls on the equity markets. 

Initially the US stock market above all was badly affected by the sell-off. But last Friday the European bourses 

and Swiss stocks also took a beating. The sell-off has been continuing today, and the past months’ encouraging 

gains have vanished into thin air. We had already reacted to the growing economic and political uncertainties by 

aligning ourselves more defensively. Currently we are continuing to take profits and reducing our equity exposure. 

 

Background 

The announcement of hefty import tariffs on goods 

deliveries to the United States heightens the risk of an 

appreciable slowdown in economic growth and of a 

renewed upturn in inflation. The recent share price falls 

are beginning to reflect a stagflationary scenario for 

the US economy, i.e. a slowdown accompanied by 

rising prices.  

 

Amid this growing uncertainty, investors on the global 

stock markets look set to remain nervous. By Friday 

evening, global equities had corrected sharply, while 

(implicit) volatility had risen significantly (see chart). 

 
Stock Market and Volatility Trends 

 

 
 

Source: BloombergDL, MSCI, ZugerKB 

 

 

 

The downturn begins in the mind 

The new US administration’s rough-and-ready 

approach is putting an ever-increasing strain on 

investors' confidence. In recent weeks this growing 

uncertainty has clouded economic forecasts, with 

trade- and foreign-policy developments as the 

overriding factors. The imposition of tariffs came faster 

and was more extreme than expected, especially with 

regard to China, Mexico and Canada. The situation 

worsened with the additional tariffs announced on 

"Liberation Day".  

 

“Unguided missile” 

With the new tariffs – some of which are based on 

dubious figures – Donald Trump's administration is 

achieving one thing above all: heightened 

uncertainty. With his bold approach, the US President 

has now probably soured relations with all of 

America's trading partners. The current US policy will 

continue to cause uncertainty among companies and 

could thus delay investment decisions. The new ideas 

formulated over the weekend by Elon Musk, Trump’s 

billionaire advisor, to create a free trade area with 

Europe is unlikely to inspire much confidence. 

 

Broadly diversified – more defensive 

Even prior to the tariff announcements, we had 

proactively aligned the portfolios more defensively in 

several steps. The first step was profit-taking on 

European equities. In a second step, we neutralised 

the US equity allocation at the beginning of last week, 
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thereby switching all equity holdings to neutral. At the 

same time, we took this opportunity to build up gold 

holdings again while buying into Swiss real estate 

investments. These investment classes act as a buffer 

in the portfolio (see chart). Furthermore, we are now 

cutting back our holdings of high-interest bonds in the 

portfolios while slightly increasing the allocation to US 

government bonds.  

 
Development of Gold Price and Real Estate Investments 

 

 
 

Source: BloombergDL, ZugerKB 

 

Swiss real estate as an anchor 

Overall, the indirect real estate market is fairly valued, 

but continues to offer attractive dividend yields of 

around 2.4%. In the real estate market, structural 

developments – such as a persistent undersupply with 

a simultaneously growing population – ensure robust 

demand, especially in the residential segment. The 

decline in  mortgage rates adds further support to this 

development.  

 

Gold – further purchases  

Gold continues to benefit from a range of structural 

and cyclical support factors. A key argument is the 

increasing diversification of central bank reserves – 

especially in emerging countries – which is bolstering 

gold's role as a strategic store of value. Political 

drivers and ongoing geopolitical fragmentation, 

including the escalation of global trade conflicts and 

America’s protectionist tariff policy, are additionally 

boosting demand for safe assets. 

The current macroeconomic environment also favours 

gold: falling real interest rates and a weaker US 

dollar are helping to keep the precious metal's price 

high. In addition, the momentum remains intact: given 

the nervousness in the capital markets, investors are 

relying increasingly on gold to help stabilise their 

portfolio. 

 

Eyes on Europe 

Europe has recently been showing signs of a slight 

recovery, notably due to more stable consumer 

spending. In the last few weeks, political factors in 

particular have given the financial markets a boost: 

expectations of a possible more expansive fiscal policy 

in Germany and the EU have provided support.  

 

After realising gains in European equities a few weeks 

ago, we are now reducing our positioning to a neutral 

weighting. Nervousness triggered by the new tariffs 

threatens to stifle the tentative economic upturn. Though 

support might come from the aforementioned fiscal 

programmes along with low inflation (and the 

associated prospect of further rate cuts by the ECB), 

we are reducing our positioning slightly in light of these 

risk considerations. 

 

Outlook  

Based on these assessments, we recommend slightly 

underweighting equities. Precisely in this environment, 

however, bond holdings should help to hedge the 

portfolio. We also see the development of gold and 

real estate as a further buffer in a broadly diversified 

investment portfolio.  

 

We are convinced that these adjustments will stand us 

in good stead for the next few months, which are likely 

to see high levels of volatility.  
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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. A reference to past performance does not 

include statements about future results. This document does not contain any recommendations of a 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. (V2025) 

This publication may contain data from third parties. 

“Swiss Exchange AG (“SIX Swiss Exchange”) is the source of SIX indices and the data comprised therein. SIX Swiss Exchange has not been involved in any way in the creation of any reported information. SIX Swiss Exchange does not give any warranty and 

excludes any liability whatsoever (whether through 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 SIX indices or their 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 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. The use of data from MSCI ESG Research LLC or its subsidiaries ("MSCI") by Zuger Kantonalbank and the use of MSCI logos, trademarks, service 

marks or index names do not constitute sponsorship, endorsement, recommendation or promotion of Zuger Kantonalbank by MSCI. MSCI services and data are the property of MSCI or its information providers and are provided "as is" and without warranty. 

MSCI names and logos are trademarks or service marks of MSCI. 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 2025. 

FTSE Russell is a trading name of certain of the LSE Group companies. “FTSE Russell®” is a trade mark of the relevant LSE Group company and is  used by other LSE Group companies under licence. 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. 


