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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

At the beginning of the last quarter of the year, markets are holding steady with equities, government bonds
and credit close to their all-time highs. But there are a number of signals that seem to be encouraging
caution: central banks’ expansionary policies having reached their peak, bottlenecks in production chains,
and, lastly, a sudden rise in rates, particularly short-term ones.
Indeed, central banks have hinted that the peak of expansionary policies is now behind us: at the FOMC
meeting held at the end of last month, Powell anticipated a possible start to tapering as early as November,
which would end in mid-2022. Until then, no interest rate hikes will be discussed, though the latest dot-plots
indicate that rates are expected to rise by the end of 2022.
While the FED opened the door to tapering, the ECB decided to moderately slow the pace of PEPP purchases.
However, its members do not think that drastic changes in the monetary policies implemented in recent
years are likely, therefore an excessively hawkish turn is to be ruled out.
The inflationary scenario seems to be continuing longer than expected, due to bottlenecks created by the
shortage of microchips, high raw material costs and problems in maritime transport. It is hard to imagine
how long these can last, but it is plausible that the impact is temporary, albeit longer than estimated.
Finally, nominal bond yields – especially short-term – have started to rise worryingly a little over all curves
toward the end of the quarter. Sharp interest rate movements could cause problems to equities, particularly
to “growth” stocks, with the most likely consequence of a new impulse to sector rotation.
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ECONOMIC OVERVIEW
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Economic situation
in the third quarter

In the previous quarter, COVID-19 cases gradually declined, a trend which should continue from now till the
end of the year. We believe that the spread of the delta variant has probably reached its peak and is now
slowing down both in the United States and globally. In this sense, we believe that the recent economic
slowdown, caused by the delta wave that delayed the normalisation and reopening of the global economy,
is also temporary.
In Q4, the US Democrats’ fiscal package will also take its final shape: though it will be scaled down from the
$3.5 trillion originally projected, it will be the largest fiscal stimulus in a long series of interventions over
the past two years, and will bring the public sector’s weight on the US economy to levels never seen in the
last half-century. It will be partly financed by higher taxation and by the public health sector cutting down
on reimbursements to pharmaceutical companies.

Monetary policies
in developed countries

At the end of the quarter, the FOMC suggested a more restrictive development of monetary policy than expected, both in terms of the pace of tapering and in terms of the timing of the first rate hike. In particular, the
FOMC indicated that tapering will begin in November and will end in mid-2022, together with expectations
of 6 or 7 rate increases up to 2024. Moreover, other developed market central banks (such as Norges Bank
and BoE) also seem to be joining in sending hawkish signals.
In general, developed market central banks are moving toward monetary policy normalisation, though for
now most seem to remain growth-oriented and accommodating by historical standards.
In Europe, monetary and fiscal policies will proceed on autopilot relying on the PEPP, the Recovery Fund and
the national programs. The next steps will depend on the outcome of the German elections and the government that will be formed in Berlin after a discussion between the political forces that will continue until
the end of the year. Only after the French elections in April will the Franco-German leadership again be able
to make tough decisions, in one direction or another, for the Eurozone.

Macroeconomic
indicators
are improving
by year end

In the third quarter, leading economic indicators continued to weaken, disappointing expectations. Both
industrial production and growth in retail sales decelerated along with growth in manufacturing and real
estate investments. Such weakness is also reflected in the Atlanta Fed’s GDPnow indicator, which predicts
significantly lower growth rates than they were at the beginning of the year.
Although health containment measures have recently been reasonably replaced by a mass vaccination programme, the expected rebound in the services and consumption sector is taking its time. The rebound will
be postponed to the fourth quarter of the year as COVID-19 infections decrease, but the activity should be
expected to accelerate steadily only in 2022, when companies begin to rebuild exhausting stocks and increase capex.

Regulatory review
in China

During the summer, the Chinese government stepped up the regulatory review process with measures to
ensure greater government control and increased regulation in specific sectors, including Internet platforms,
on-line education, and the real estate market. The measures are part of President Xi Jinping’s ambitious
project, which pursues a new concept called “shared prosperity,” including through income redistribution in
order to reduce the country’s social inequality.
However, government officials seem to have been unable to inform international investors and markets of
this new regulatory redefinition – aimed at shifting governance priorities from mere growth to a balance
between growth and sustainability – in a clear and unambiguous manner. This has led to an increase in
foreign investors’ risk aversion and a downward trend in China’s stock market.
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CURRENCY STRATEGY

Still bullish on
the American Dollar

The main driver of the dollar’s appreciation in the previous quarter and its possible further appreciation
against the euro mainly lies in the divergence between the two countries’ monetary policies (and thus yields).
In the United States, tapering is near and, when it is over (second half of 2022), rates will start rising. In
Europe, instead, we still expect an expansionary monetary policy.
In terms of technical analysis, the breaking of the support level on the downside into the 1.167 area is
significant. Many analysts estimated that the exchange rate would continue to trade in the 1.17 - 1.22 range.
As it has fallen below the support level, instead, the scenario changes and – just from a technical point of
view – opens the door to a movement toward 1.10 against the Euro next year.

Our view on
Chinese Renminbi
from positive to neutral

In our view, the Renminbi (CNH) has always been a carry trade currency, but given the uncertainties related
to the Chinese market we now see more risks than potential benefits. The reasons that led us to take a
bullish position on the Chinese currency have fallen through or are in doubt.
The yield spread between the Renminbi and the other major currencies is still wide, but the trend now seems
weakened. The risk is directed toward an expansionary monetary policy by the People’s Bank of China
(PBOC), accompanied by a rate cut to support the domestic plight, with the housing market in crisis.
Another factor supporting the Chinese currency was the disappearance of trade war tensions: US-China relations seem to have been deteriorating in the last few weeks of the quarter, with hardly reassuring verbal
statements.

We keep neutral on
precious metals

The two most precious metals – gold and silver – are experiencing not very bright times. Their performance
is affected by their failure to maintain their traditional role as safe haven assets, which characterized gold in
particular, in anticipation of an increase in economic activity, the progressive improvement in the pandemic
data and the rise in yields. With regard to silver, there is also pressure on the supply side as a result of the
opening of new mines.
In light of this particularly weak price action, we recommend a neutral approach to both metals.

The price of natural gas
is accelerating strongly

Instead, we remain bullish as to cyclical raw materials (energy and metals) and in particular natural gas,
whose price has risen with a parabolic acceleration, especially in Europe. There is certainly a considerable
amount of speculation on this trend which, however, also has fundamental bases. Last winter, in fact, was
very cold and led to an important reduction in both water and gas reserves, but, above all, gas was privileged
over other fossil sources because of the environmental policies in place, especially in Europe.
In fact, the ongoing ecological transition (perhaps too fast and ambitious with regard to the availability of
technology and alternative sources) risks leading to this kind of violent price movements, and perhaps we
will also have to get used to blackouts.
Finally, it should be stressed that, if they are reinforced over time, these price levels may result in inflation,
insofar as they are reflected in consumer prices or affect the margins of the largest energy consumers. In the
worst-case scenario, they could act as a brake on the economy and call into question the current interest
rate trajectory.
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BOND STRATEGY

The context of the
government bond sector

In the US, at the Federal Reserve’s last meeting of September 21-22, Powell implied that he would accelerate
on the tapering path, and the famous “dots” (the dot diagrams representing interest rate forecasts) moved up.
As far as the European Central Bank is concerned, it is likely to follow a path similar to that indicated by
the US but with a more extended timetable, in the light of a European cycle that has lagged behind the
American one by at least one semester.
A partial exception is the Bank of England, which seems to have decisively taken a less accommodating
path, generating some tension and volatility on the pound rates. Early interest rate hikes could occur very
soon, to contain inflation expectations that are rising sharply, even due to economic bottlenecks exacerbated
by Brexit.
Government yields generally remain very low, especially when compared to inflation rates, which actually
makes bond investment disadvantageous. However, it is unlikely that real returns may be positive again,
owing to high state borrowing, which will force central banks to maintain highly accommodative policies
relative to historical standards.

We continue favouring
a structural underweight
of duration

We remain cautious on all traditional bond instruments by holding a structural underweight stance on duration. Inflation-linked bonds remain valid to partially offset the “inflation” risk, albeit with less attractive
valuations than at the beginning of the year. As to portfolios with greater tactical flexibility, we suggest
increasing duration following significant corrections. In fact, central banks are unlikely to allow yields to
rise too quickly, creating short-term purchasing opportunities.

We maintain
a prudent position
in the credit market

In a context of low volatility and minimum credit spreads we believe there are really few investment opportunities. We therefore suggest keeping an underweight position in the whole corporate bond sector, which
has already hit quite “full” valuations thus clearly leaving less and less room for appreciation going forward.
Instead, we recommend that focus be maintained on those few securities where we see residual value, such
as European financial bonds and some of the primary bonds linked to the tourism and travel sector, which
could benefit from the gradual reopening of national borders.

European periphery
bonds offer
opportunities in
terms of relative value

We remain strongly convinced that in the current scenario the spreads between peripheral and core Europe
can guarantee significant portfolio returns, thanks to the positive carry trade and convergence potential. As
far as emerging bonds are concerned, however, it is in our opinion appropriate to apply particular caution
to the segment, despite the fact that valuations in relative terms are interesting. This is in the light of a
growing idiosyncratic risk, renewed geopolitical tensions, and China-related uncertainty.
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EQUITY STRATEGY
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The context of
the quarter

In the third quarter of 2021, the main driver of equity markets was the decline in the number of COVID-19
cases, and we believe that this may remain the trend from here to the end of the year.
Growth stocks continued their appreciation trend against Value ones in July and August. It was then interrupted by a dramatic reversal in September as rates of return rose. The quarter ended with the S&P 500 and
Nasdaq Composite indices – as well as the European stock indices – slightly declining, pushed down in
September, a month that stands out as the worst since the outbreak of the pandemic crisis. There were
several issues affecting overall sentiment in the last part of the quarter: rising government bond yields
following the announcement of tapering in the US; the Evergrande case and fear of systemic consequences;
the US government almost reaching its debt ceiling and the risk of technical default.
In general, we believe that risks at these levels are well priced, with equity multiples back to post-pandemic
lows for many sectors. However, in order to increase the equity share, we suggest waiting for a further correction from the current levels, with indices that could again rise significantly between the end of 2021 and the
first quarter of 2022.

Sector allocation
for the last quarter

The bond sector is currently burdened with low but rising yields, as high inflation has been keeping real
rates strongly negative for months. This situation should favour the equity asset class, although following
on from what was stated above, a further correction of the main global stocks could offer more attractive
opportunities for increasing the equity share.
At the sector level, we remain bullish on Eurozone equities, despite an already significant total return of
19% since the beginning of the year, and with recently increased price targets. In the previous quarter, the
best performances in Europe were recorded by energy and financials, while the utilities, real estate and tech
sectors were disappointing, though they might benefit from a rebound at the end of the year.
The European stock market is supported by robust business momentum, both for consumers – helped by
improved labour markets and a positive wealth effect – and for companies – through a strong rebound in
EPS and an increase in capex. This adds to the ongoing support for businesses both through fiscal measures,
with the launch of the EU recovery fund, and through the ECB’s expansionary monetary policy.
Lastly, important drivers of sentiment in the Eurozone are encouraging vaccination rates, which suggest that
we will not have new restrictions, and the slowdown in Chinese activity which appears to be headed toward
its conclusion.

Evergrande’s
liquidity crisis

The Chinese government’s regulatory reset is affecting the real estate industry in an effort to reduce its leverage. Evergrande, China’s highly indebted real estate group, has not yet honoured some of its $300 billion
total debts. So, the stock has lost over 90% of its value since the beginning of the year. As for Evergrande’s
debt, it is recalled that most was issued nationally and only about $20 billion was issued abroad. The US
dollar-denominated bond maturing in 2025 – for instance – trades at approximately 25%.
In China, the housing activity is currently contracting, while pressure is rising on highly leveraged real estate,
but we believe that China’s economic policy-makers will be able to contain the financial and systemic fallout
of the industry’s crisis.
More worrisome than short-term consequences are the implications that China’s problems could lead to
global expansion. But we are confident that the healthy balance sheets of the private sector, combined with
growth-oriented fiscal and monetary policies, will also help to contain systemic risk, leaving room for strong
global growth forecasts for next year.
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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

19
79
0
2
100

Bonds
Equities
Alt. instruments

Asset classes

Income Plus
Cash
Bonds
Equities*
Alternative instruments

Cash

8
61
10
21
100

Bonds
Equities
Alt. instruments

Asset classes

Dynamic
Cash
Bonds
Equities*
Alternative instruments

Cash

3
39
27
31
100

Bonds
Equities
Alt. instruments

Asset classes
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Balanced
Cash
Bonds
Equities*
Alternative instruments

Cash

2
23
47
28
100

Bonds
Equities
Alt. instruments

Asset classes

Growth
Cash
Bonds
Equities*
Alternative instruments

Cash

2
20
63
15
100

Bonds
Equities
Alt. instruments

Asset classes

Equity
Cash
Bonds
Equities*
Alternative instruments

Cash

3
0
91
6
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
D. Zaccaria
Tel. +41 (0)91 910 73 06
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
M. Villa
Tel. +41
L. Alberti
Tel. +41

(0)91 910 72 68
(0)91 910 73 03
(0)91 910 73 01
(0)91 910 72 31
(0)91 910 72 10
(0)91 910 72 39
(0)91 910 72 32
(0)91 910 72 33
(0)91 910 72 72
(0)91 910 72 79
(0)91 910 73 02
(0)91 910 71 89

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

Tel.
Tel.
Tel.
Tel.

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

Branch Chiasso
R. Piccioli
A. Novati
S. Rosta		

Tel. +41 (0)91 910 71 76
Tel. +41 (0)91 910 71 78
Tel. +41 (0)91 910 71 73

Branch Bellinzona
A. Bottoli
A. Giamboni
I. Giamboni
C. Lanini

Tel.
Tel.
Tel.
Tel.

Branch Locarno
L. Soldati
M. Miletic

Tel. +41 (0)91 910 72 56
Tel. +41 (0)91 910 72 54

+41
+41
+41
+41

+41
+41
+41
+41

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

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

910 73 31
910 73 33
910 73 28
910 72 52

Banca del Sempione (Overseas) Ltd., Nassau
S. Bertoldo
Tel. +1 242 322 80 15
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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.
Old Fort Bay Town Centre
(Building 2, 2nd Floor)
Windsor Field Road
Nassau, The Bahamas
Tel. +1 242 322 80 15
Fax +1 242 356 20 30
bsoverseas@sempione-overseas.com
Base Investments SICAV
4, Rue Robert Stumper
L – 2557 Luxembourg
info@basesicav.lu
www.basesicav.lu
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