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We are going green!
Green Division, Banca del Sempione’s new project, is
coming to light. Through this initiative, we intend to
practically demonstrate our commitment to protecting
and respecting the environment and society. Our purpose is also to contribute to making the world a better
place for the benefit of new generations and, at the
same time, carry out our work in an increasingly sustainable way.
We therefore want to be a reference point for all those
customers who are seeking a new way of doing banking
based on mutual respect and transparency within the
business relationship, aimed at achieving sustainable
yield both in terms of risk/return ratio and from a socioenvironmental standpoint.
If you wish to keep up to date with the Bank’s latest
initiatives, please follow our LinkedIn page @Banca
del Sempione SA and visit www.bancasempione.ch!
For questions and info:
greendivision@bancasempione.ch

Investment policy is published quarterly and is subject to change at any
time. Though the contents of this report are based on information deemed
reliable, we cannot assume any responsibility for their completeness
and accuracy nor for the present and especially the future quality of
selected securities.
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MARKET SUMMARY

The macro scenario appears slightly better than expected, with the macroeconomic surprise index at its all-time
highs in the US. In many cases, indicators are distorted by a situation never occurred before, with completely
blind forecasts made by analysts. The VIX index itself (rather high considering the levels reached by equities) is still generating some nervousness among traders.
As far as the equity market is concerned, in early June we witnessed a significant rally in value/cyclical
stocks which then stopped abruptly and seems to have recovered some vigour only in recent times. The
momentum gained by FAANG+ and some new-tech stocks is extreme and hardly justifiable in the short term.
The increasing weight of the Big Tech companies within the S&P 500 has caused YTD performance to be
much higher than it would have been if stocks were equally weighted. It would be desirable a rotation of
the laggard sectors in order to have a “healthier” and broader market.
In Europe, the recent decisions made and market valuations are pointing to a further rebound of the Old
Continent versus the United States. Besides, the strength showed by China also seems likely be extended to
the whole emerging market segment.
In this phase, precious metals are correlated to shares and increasing hand in hand, even though they provide
major support in sell-off phases, too.
On the rates front, it all looks very calm with yields moving within a narrow range. Many central banks are
likely to intervene with Yield Curve Control policies even if they haven’t explicitly announced that (as, instead,
the Bank of Japan did).
Credit spread (especially on the High Yield front) has still room to continue its narrowing trend but most
likely at a slower pace than in the last quarter. Investment Grade valuations have, in fact, gone back to
pre-COVID levels.
On the currency front, the US dollar is still in a wide trading range, but the tightening of US-Europe yield
spreads is likely to open the way to its weakening.
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ECONOMIC OVERVIEW
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The quarterly scenario

The first half of 2020 was marked by a collapse in global growth due to the rapid spread of COVID-19 and the
consequent imposition of lockdown measures in most countries. The increase in new COVID-19 positive cases
in the US (where the sudden rise in hospitalisations led to further restrictions) as well as the emergency in
Brazil, Mexico and India, still deeply affected by the number of deaths, are causes for concern.
Governments stopped imposing fiscal austerity (causing balance deficits to reach new highs in order to
sustain the economy) and started drawing up investment incentive plans.

The crisis management
process in the USA
and Europe

US data are showing some positive signals, even if they are improving at a slower pace than expected and
several uncertainties still remain, as the International Monetary Fund also expressed, foreseeing a far deeper
recession and a slower recovery than the April forecast.
Towards the end of summer, we will have a clearer view of the true momentum in the economy beyond the
current rebound. Companies will seize the opportunity to fine-tune their guidelines for the second half of
2020 and start making plans for 2021. And at that point we will also have a clearer view of the outcome of
the US elections. Surveys are suggesting that Biden would win were the elections held today, but in four
months’ time things may drastically change in the political world.
In Europe, May and June featured signs of economic recovery as a result of the easing of containment measures.
The rebound in the Eurozone PMI indexes recorded in June, the German IFO survey and French business
confidence all beat market expectations.
However, several tensions still remain within the EU concerning the Recovery Fund management, on which
consensus appears to be extremely difficult to reach. The so called “frugal countries” keep on pushing for
subsidies to be excluded from the program and demand that the money destined to the worst affected countries
be related to well-defined programs and regulated as loans to be refunded. In our view, a harsh battle is
going to take place, with no short-term solution, in spite of the German chancellor’s leadership.

Less dependence
on globalisation

The pandemic led all countries to be highly dependent on globalisation, particularly on China. Today, the
trade tensions between the US and China – as well as the new “cold war” that is gaining ground – seem to be
pointing to a more de-globalised economic attitude. For instance, China is aiming at technology and infrastructure, whereas, in Europe, the Recovery Fund is more focussed on green and climate-related investment
objectives; the trend in America, on the other hand, seems to be leaning towards the internalisation of
traditional and IT sectors.
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CURRENCY STRATEGY

The US dollar’s appeal
diminished significantly
in the past quarter

The EUR-USD exchange rate depreciated heavily as a result of the French-German Recovery Fund proposal.
Investors closed their Euro bearish positions, triggering an exchange rate rebound of over five percentage
points. The Recovery Fund is just a proposal so far, which will then have to gain a consensus. The so called
“frugal” countries (Austria, Holland, Denmark and Sweden) have already stated that they will not vote in
favour of the fund based on the current conditions. However, France and Germany’s commitment provides
guarantee for the plan to be successful, with adjustments most likely to be made to meet the requests of
the objecting countries.
We believe the initiative undertaken by the European Union is important and may restore confidence in the
Eurozone and its currency. We think the EUR-USD cross rate may trade within the 1.10 – 1.15 range in the
months to come.
On the US front, the dollar’s appeal partially diminished as a result of the rate cuts implemented by the
Federal Reserve and the consequent narrowing of the USD/G10 yield spread. Besides, we are getting closer
to the Presidential elections whose outcome is far from obvious.

We remain bullish
on investing
in Norwegian krone

The main developed countries’ central banks, including Norway’s, brought interest rates close to zero. The
next steps with regard to rates at zero are basically two: negative rates or quantitative easing. Both measures
generally lead to currency depreciation, but Norway, unlike other countries, can rely on its sovereign fund
(among the world’s largest with AUM worth over 1,000 billion). In order to cope with the crisis, Norway
decided to make use of this fund, liquidating a portion of its assets, and subsequently employ them to uphold
the economy (corporate subsidies, redundancy funds, etc.). As it is a globally invested fund, liquidation of
assets is carried out by selling securities in foreign currencies, which will then be converted into Norwegian
Krones to support the exchange rate. Hence, specifically, the activity of the Norwegian sovereign fund is
positive for the currency both because it allows the central bank to adopt a less dovish stance than other
central banks and the cashflow is converted into NOK from foreign currencies (mainly US dollar and Euro).
Lastly, a further factor affecting the currency is oil. After going through an extremely critical phase, oil
seems to have now reached some sort of stability in a range between USD 35 and 40 per barrel. Also, the
news about OPEC+’s intention of extending the deal on output cut appears positive and may continue to
support prices.

Keep on betting
on the Swiss franc

For the quarter under review we suggest keeping a long position on the Swiss franc against the US dollar. At
first such position was meant to be taken against the Euro, but the French-German COVID-19 recovery plan
including €500 billion in grants has positively impacted Euro sentiment. That is why we are now suggesting
building USD-CHF short positions.

Gold, an asset
to be included
in a well-diversified
portfolio

Investing in gold is a short- and long-term hedging strategy and, particularly in the current scenario, it
provides interesting diversification opportunities.
Although it already performed well over the last 18 months, the context for gold remains favourable, especially if we consider that real bond yields are low and the US dollar performance appears even more uncertain. In fact, as gold is a zero-yield asset, it becomes attractive for investors as yields of replaceable assets
(e.g. sovereign bonds) decrease: the correlation between gold and real bond yields is, in fact, negative.
Moreover, as gold is highly and inversely correlated to the American currency, investing in gold is certainly
a hedging strategy against USD depreciation. Actually, as mentioned above, the dollar-related risks have
risen both in the short and long term, as the Fed balance sheet is expanding more significantly than that of
many other central banks.
Generally speaking, gold investment enables investors to avoid significant risks, be they related to health
(e.g. a second wave of the COVID-19 epidemic, with uncertainties concerning economic growth after the
short-term rebound) or politics (e.g. risks arising from US-China tensions).
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BOND STRATEGY

Central banks
will maintain rates
within a
controlled range

Government bonds tend to remain expensive, especially in Europe: in recent history, long-term bond yields
have never been so low. This is largely due to a decrease in real rates. As long as inflation remains moderate,
however, developed countries’ government bonds (mostly US bonds) seem to continue to be an effective way
to offset any potential risks of an economic or political decline impacting equity exposure. As a matter of
fact, the correlation between bonds and shares remains structurally negative.
We expect the front end of the US yield curve to stay well-anchored over the next two years, as the US
central bank is definitely not embracing a negative interest rate policy (or NIRP) as occurred in Europe.
Indeed, the European experience wasn’t exactly successful and had several negative side effects. Therefore,
most Fed representatives (including Powell) do not feel comfortable with NIRPs. However, Yield Curve
Control policies might be implemented as they are considered by many as the way forward should a further
fiscal stimulus be required.
As for the long-end, we basically expect the US ten-year yield to stay within a 0.5% and 1.5% range in the
next 18 months. Any movement bringing the yield above 1.5% should be used as an opportunity to increase
the bond exposure with a view to protecting the portfolio from the next crisis.

Investment Grade
bonds recovered a large
portion of the losses
incurred in March

The Fed’s decision to start, for the first time in history, a corporate bond purchase program provided huge
support to the Investment Grade segment. Spreads recovered a large portion of the losses incurred. This,
together with the rate trend, enabled many corporate bond yields to reposition themselves at their all-time
lows.

ECB supports European
peripheral countries,
waiting for the
Recovery Fund

Central bank interventions are clearly visible on European government bond spreads as well. The negotiations
concerning the Recovery Fund, which should include grants in addition to loans, are proceeding slowly due
to the opposition made by the so called “frugal” countries. However, we believe an agreement will be
reached eventually, thanks to the boost from the Franco-German axis. In the meantime, the ECB’s purchases
(also legitimated by the German Parliament in response to the doubts expressed by the constitutional court)
appear to be enough to prevent spreads from widening.
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EQUITY STRATEGY

The quarterly stock
market scenario

In spite of the uncertainty over the pandemic’s development, the second quarter of the year featured the
highest market performance ever, due to the implementation of unprecedented fiscal and monetary policies
to support the economy. US equities and bonds, above all, were in the lead.
Towards the end of the quarter, though, the European market, driven by the German and Italian stock indexes,
timidly started to outperform the American one. Growth stocks also continued to show greater relative
strength than value stocks, suffering from the losses incurred by the energy and utilities sectors in June.
Should the top performances shift from the Unites States to the rest of the world, European as well as
emerging stocks would start to become attractive. In China, by the way, the upturn in equity valuations is
becoming an actual means of propaganda for the Party to emphasise the good job done by the Government
to jump-start the economy after the lockdown.

Our view for the
second half of the year

Lately, the equity risk/return trade-off has partially deteriorated, which requires some caution. In the short
run, we mostly foresee a couple of risks able to unsettle the stock market scenario.
First, a second wave of the epidemic: recent developments have indeed been worrisome, especially in
America. However, we also acknowledge that a second wave would most likely have a less disastrous impact
on the economy than the first one.
Secondly, the chances for the Democratic Party to win the US elections in November greatly increased in the
last few weeks of the quarter, which might partially reverse the effects of Trump’s tax cuts. Lastly, we cannot
rule out that when elections reach a turning point, tensions with China may get reignited (being against
China, as a matter of fact, seems to have become a bipartisan feeling by now).
However, liquidity is so abundant right now that a bearish stance on stocks seems difficult to be adopted:
investors look very confident in central bank interventions and, actually, even if their positioning remains
– on a historical comparison – moderate, the equity market already seems to have anticipated the economic recovery featuring a sort of gap between the market trend and the macro cycle.
Generally speaking, stock market absolute valuations are high, especially with regard to certain segments
(e.g. US technology), but valuations appear to have little significance when markets are being manipulated
by central banks.
Conversely, corporate earnings growth seems to have become stable in the Eurozone, whereas it is showing
its first signs of contraction in the Unites States.

Our bets with regard
to asset allocation

In general, economic indicators are signalling recession is still underway. Nonetheless, Europe above all
seems to be showing some sort of recovery in the economic activity: the fiscal stimulus package in Germany,
the European recovery fund plans and an expansion of the pandemic emergency purchase programme have
been positively welcomed by investors.
On these grounds, we suggest increasing exposure to European equities (in particular, insurance, chemicals
and industrials) at the expense of US stocks: as a matter of fact, valuations are attractive in relative terms
– though they aren’t in absolute terms – especially compared to Nasdaq’s Unicorns. Likewise, we also suggest
taking positions in US small caps, still far from pre-COVID valuations.
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ASSET MANAGEMENT CONCEPT

Goals
In a world characterised by increasingly squeezed yields expected for traditional risk categories (shares and
bonds) and by more and more frequent market shocks, the objective set by Banca del Sempione’s asset
management is to achieve a real growth in capital in the medium-long term. To achieve this result we use
the most advanced and innovative techniques accompanied by the healthy values of a Swiss tradition and
culture which within the area of asset management can rely on people with an excellent level of professionalism.

Investment Philosophy
Our investment philosophy is based on five main principles:
•
•
•
•
•

Composition of profits
Drawdown reduction
Discipline of the method, rather than “passivity” of the method
Reduction of cognitive and emotional biases
Limited presumption of market timing

Specifically, a reduction in drawdowns (i.e. negative fluctuations in asset values) combined with capitalisation of profits (defined by Einstein as the eighth wonder of the world), allows for triggering a snowball
effect, through which profits are generated on profits, resulting in growth of invested capital over the
medium-long term.

Portfolio Structure
Maximum investment limits (%)

Investment Profile

Risk category

Cash

Investment
Grade Bonds
(>=BBB-)

Income

Low

100

100

0

0

5

15

Income Plus

Medium-low

50

100

15

15

15

15

Dynamic

Medium

30

100

20

30

25

25

Balanced

Medium-high

30

80

20

50

25

25

Growth

High

30

50

20

75

30

25

Equity

Very high

30

50

20

100

30

25

* Non-directional funds, total return funds, funds of funds
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Non Investment
Grade Bonds
(<BBB>)

Other
Equities Funds*

Currency
Diversification

The limitation of drawdowns via compounding of profits – defined by Einstein as the eighth wonder of the
world – permits the accrual of profits on profits, triggering a snowball effect that results in growth of
capital invested in the long term. The main innovation of this approach is in the way of limiting losses: in
the past, portfolio volatility was offset by investments in instruments considered to be free of risk, namely bonds. Today, the protection offered by such instruments is mostly limited, while in the medium/longterm, traditional investment in bonds could even increase portfolio risk, especially if we consider that over
the recent period, stocks and bonds have increased in perfect harmony.
In our opinion, the implementation of systematic strategies allows for portfolio risk reduction and profit
achievement whilst protecting invested capital, even in difficult markets. Due to their cold and mechanical
approach, these strategies sharply mitigate the emotional component that drives and influences investment decisions and are based on the concept that it is preferable to participate in market trends rather
than anticipate a shift or change in trend. On this basis, market prices are the best indicators of the current
trend. As opposed to traditional ones, systematic strategies may also participate in market price downturns
and, combined with a more traditional fundamental analysis approach, are able to offset sharp downward
shifts such as those of 2008 or 2011.
In essence, common sense, systematic behaviour and discipline in making investments are the bases on
which we build the portfolios of our clients.
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TACTICAL ASSET ALLOCATION

Allocation by asset class

Income
Cash
Bonds
Equities*
Alternative instruments

Cash

25
70
0
5
100

Bonds
Equities
Alt. instruments

Asset classes

Income Plus
Cash
Bonds
Equities*
Alternative instruments

Cash

16
55
12
17
100

Bonds
Equities
Alt. instruments

Asset classes

Dynamic
Cash
Bonds
Equities*
Alternative instruments

Cash

16
22
36
26
100

Bonds
Equities
Alt. instruments

Asset classes
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Balanced
Cash
Bonds
Equities*
Alternative instruments

Cash

16
25
35
24
100

Bonds
Equities
Alt. instruments

Asset classes

Growth
Cash
Bonds
Equities*
Alternative instruments

Cash

15
25
48
12
100

Bonds
Equities
Alt. instruments

Asset classes

Equity
Cash
Bonds
Equities*
Alternative instruments

Cash

6
0
94
0
100

Bonds
Equities
Alt. instruments

Asset classes

* Part of equity allocation is hedged with index options or futures
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CONTACTS
Head of Financial Department
P. Scibona
Tel. +41 (0)91 910 73 79
Research and Analysis - Portfolio Management
G. Flematti
Tel. +41 (0)91 910 72 38
F. Marcantoni
Tel. +41 (0)91 910 72 41
G. Bertoli
Tel. +41 (0)91 910 72 08
M. Bergamaschi
Tel. +41 (0)91 910 73 76
R. Bracchi
Tel. +41 (0)91 910 72 30
F. Incoronato
Tel. +41 (0)91 910 72 34
F. Labate Scappatura Tel. +41 (0)91 910 72 47
Relationship Management
C. Buono
Tel. +41
M. Donelli
Tel. +41
A. Walter
Tel. +41
E. Bizzozero
Tel. +41
D. Piffaretti
Tel. +41
A. Gelsi		
Tel. +41
C. Croci		
Tel. +41
A. Brunetti
Tel. +41
F. Trizzino
Tel. +41
P. Paganucci
Tel. +41

(0)91
(0)91
(0)91
(0)91
(0)91
(0)91
(0)91
(0)91
(0)91
(0)91

910 72 68
910 73 03
910 73 01
910 72 31
910 72 10
910 72 39
910 72 32
910 72 33
910 72 72
910 72 79

Trading Desk
F. Casari
J. Brignoni
M. Maetzler
M. Montalbetti

Tel.
Tel.
Tel.
Tel.

(0)91
(0)91
(0)91
(0)91

910 73 19
910 73 96
910 73 17
910 73 82

Branches Chiasso
R. Piccioli
A. Novati
M. Frigerio

Tel. +41 (0)91 910 71 76
Tel. +41 (0)91 910 71 78
Tel. +41 (0)91 910 71 74

+41
+41
+41
+41

Branches Bellinzona
A. Bottoli
Tel. +41 (0)91 910 73 31
A. Giamboni
Tel. +41 (0)91 910 73 33
I. Giamboni
Tel. +41 (0)91 910 73 28
Branches Locarno
L. Soldati
C. Lanini

Tel. +41 (0)91 910 72 56
Tel. +41 (0)91 910 72 52

Banca del Sempione (Overseas) Ltd., Nassau
B. Meier
Tel. +1 242 322 80 15

16

Banca del Sempione

ADDRESSES
Banca del Sempione SA
Head Office and General Management
Lugano
Via P. Peri 5
CH – 6900 Lugano
Branches
Bellinzona
Viale Stazione 8a
CH – 6500 Bellinzona
Chiasso
Piazza Boffalora 4
CH – 6830 Chiasso
Locarno-Muralto
Via della Stazione 9
CH – 6600 Locarno-Muralto
Tel. +41 (0)91 910 71 11
Fax +41 (0)91 910 71 60
banca@bancasempione.ch
www.bancasempione.ch
Subsidiaries
Sempione SIM
(Società di intermediazione
mobiliare) SpA
Head Office and General Management
Via M. Gonzaga 2
I – 20123 Milano
Tel. +39 02 30 30 35 1
Fax +39 02 30 30 35 22/24
Lecco Branch
Piazza Lega Lombarda 3
4th ﬂoor, staircase A
I – 23900 Lecco
Tel. +39 0341 36 97 06
Fax +39 0341 37 06 30
info@sempionesim.it
www.sempionesim.it
Banca del Sempione (Overseas) Ltd.
George House, George Street
Nassau, The Bahamas
Tel. +1 242 322 80 15
Fax +1 242 356 20 30
bsoverseas@sempione-overseas.com
Base Investments SICAV
20, Boulevard Emmanuel Servais
L – 2535 Luxembourg
info@basesicav.lu
www.basesicav.lu
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